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SHAREHOLDER, MBA, CHFP, FHFMA

EXPERIENCE
David Macke joined VonLehman & Company Inc. in 1991 and has 

worked in the healthcare finance field since 1980. Dave directs the firm’s 
Healthcare Reimbursement Consulting Group which serves home health 

agencies, hospice, hospitals, skilled nursing facilities, home offices and 
various other provider types. Dave is a member of the NAHC Home 

Care & Hospice Financial Managers Association and serves as Ex 
Officio Member of the Advisory Board. He is certified as a healthcare 

financial professional in the Healthcare Financial Management 
Association (HFMA) and has attained the level of Fellow (FHFMA). He 

specializes in Medicare and Medicaid cost reporting and reimbursement 
consulting services.

dave 
macke
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objectives

• Review the updated changes in 

Medicare Cost Report form for home 

health agencies (Form 1728-20)

• Identify changes needed in 

recordkeeping and data requirements

• Next Steps

• E-filing the cost report using MCReF
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why is cost reporting important?

• No reimbursement settlement

• Compliance - Cost Reports are subject to False Claims Act 

provisions

• More accurate cost data to better match cost and payment rates

• MedPAC 

• CMS future payment rate setting 

• Accrual basis of Accounting - REQUIRED
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importance of cost reporting
“The Form CMS-1728-19 cost report is needed to determine a provider's reasonable cost incurred 

in furnishing medical services to Medicare beneficiaries and reimbursement due to or from a 

provider. The Form CMS-1728-19 cost report is also used for annual rate setting and payment 

refinement activities, including developing a home health market basket. Additionally, the 

Medicare Payment Advisory Commission (MedPAC) uses the home health cost report data to 

calculate Medicare margins, to formulate recommendations to Congress regarding the HHA PPS, 

and to conduct additional analysis of the HHA PPS. Providers receiving Medicare reimbursement 

must provide adequate cost data based on financial and statistical records that can be verified by 

qualified auditors.” 

Federal Register, February 24, 2020, page 10442
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Home Health Cost Report - Form 1728-20

• Initial proposed rule published April 16, 2019 (60-day comment period) – Form 1728-19

• Revised notice published February 24, 2020 (30-day comment period)

• Final Forms and Instructions issued October 2, 2020

o Transmittal 1, PRM 15-2, Chapter 47 – Form 1728-20

• Effective for cost reporting periods beginning on / after January 1, 2020 and 

ending on / after December 31, 2020

• Significant more detail reporting of cost and statistics
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Home Health Cost Report - Form 1728-20

• Transmittal 2 issued  April 30, 2021

o Updated instructions for certain worksheets

o Updated Cost Report Edits

▪ https://www.cms.gov/Regulations-and-

Guidance/Guidance/Transmittals/Transmittals/r2p247i

8

Home Health Cost Report - Form 1728-20

• Worksheet S-2, Part I – General Identification Information

o Eliminated HHA-based CORF, CHMC, RHC and FQHC

o Can only be HHA-based Hospice

o Eliminated other questions regarding depreciation expense, lower of cost or 

charge, fragmented admin & general cost allocation method

o Maintained questions regarding:

▪ Nominal charge provider

▪ Contract therapy with outside supplier (PT, OT and ST)

▪ Malpractice information (premiums, paid losses)

▪ Related Party / Home Office
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Home Health Cost Report - Form 1728-20

• Worksheet S-2, Part I, Lines 16 and 17 - Home Office information

o Does HHA receive an allocation of costs from a home office? yes or no?

o What is a Home Office?

▪ CMS provided guidance in response to comments (response #12 to 

1728-19 comments)

▪ Chain organization of two or more health care facilities owned, leased 

or controlled by one organization (PRM 15-1, section 2150)

▪ Usually physically and organizationally separate

▪ May include non health care organizations
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Home Health Cost Report - Form 1728-20

o What is a Home Office? (con’t) 

▪ Provides centralized management and administrative 

services, could also be clinical support 

▪ What if home office does not have a home office 

provider #?

▪ How to apply for home office #?
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Home Health Cost Report - Form 1728-20

• Home Office cost reports are required to be submitted

o Form CMS 287-21 - effective 1/1/2021

• If home office cost report not filed, home office costs disallowed

• Federal Register – August 17, 2018, page 41684-41686

o https://www.govinfo.gov/content/pkg/FR-2018-08-17/pdf/FR-2018-08-17.pdf

• Worksheet S-2, II, Line 3 – related party question?
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Home Health Cost Report - Form 1728-20

• Worksheet S-3, Part I – Census Statistics

o Medicaid visit / patient statistics now separately identified

▪ Previously included with “Other Patients”

o Medicare Advantage and Medicaid Managed Care – included with “Other”

o Further segregation of visits statistics by discipline (visits and patients)

▪ Skilled Nursing Care – RN and LPN

▪ Physical Therapy – Therapists and Therapy Assistants

▪ Occupational Therapy - Therapists and Therapy Assistants

o Medicare Visits are still reported based on date of service – PPS episodes in S-3 Part IV
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Home Health Cost Report - Form 1728-20

• What are like-kind services? (WS S-3, line 10) PM 97-11.60 (August 1997)

o Confined to home

o Under the care of physician

o Need intermittent skilled nursing, PT, ST or continuing need for OT

o Under a plan of care

o Furnished by participating HHA

▪ If these conditions are not met, then services are non like-kind 

▪ If homebound status not met, can still be like-kind

14

Home Health Cost Report - Form 1728-20

• Financial impact of non like kind services?

o Visit statistics are excluded from like kind services (skilled)

▪ Separately reported on WS S-3, line 10, col 5 and 6

o Cost is separately reported in a non reimbursable cost center on 

Worksheet A (lines 39 to 50)

o The cost per visit for Medicare services excludes cost for non like-

kind services
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Home Health Cost Report - Form 1728-20
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Home Health Cost Report - Form 1728-20
• Worksheet S-3, Part II – FTE’s

o Detail of FTE counts does not match cost centers on Worksheet A

▪ Supervisors, Directors, etc. 

o FTE’s are based on Total Paid Hours for the year divided by 2,080

o Includes all paid hours – direct care, admin, vacation, PTO

o Consistency with Worksheet S-3, Part V?
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Home Health Cost Report - Form 1728-20

Worksheet S-3, Part II – FTE’s – significant changes
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Home Health Cost Report - Form 1728-20

• Worksheet S-3, Part III – CBSA Areas

o Still identify “number of CBSA’s” and list specific codes

• Worksheet S-3, Part IV – PPS Episodic Data

o PPS / PDGM conversion – no separation of data

o Visit statistics detail does not match Part I breakout

▪ Nursing, PT & OT

o PS&R does breakout of Nursing and Therapy visits but not charges

o Separate “G Codes” for LPN and Therapy Assistants visits

o No separate UB04 revenue codes
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Home Health Cost Report - Form 1728-20
• Worksheet S-3, Part IV – PPS Activity Data 
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Home Health Cost Report - Form 1728-20

• Worksheet S-3, Part V – Occupational Wage Data – Why?

o Appears to be CMS attempt at Home Health specific wage index survey

o Wages and fringe benefits, including payroll taxes costs separately reported for 

all disciplines to match visit statistics (fringe benefits costs may be allocated)

▪ RN, LPN, PT, PTA, OT, OTA, SLP, Other Medical Staff

o MSW and Home Health Aide are not separately listed – Other Medical Staff?

o Supervisors separate – Nursing and Therapies / not cost centers on WS A

o Contract Labor – same reporting of level of detail as wages
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Home Health Cost Report - Form 1728-20

• Worksheet S-3, Part V – Occupational Wage Data – Concerns

o Total Paid Hours related to employees (W-2) and contract labor

▪ Includes all paid hours – i.e. direct patient care, PTO, admin, travel…

o FTE’s are reported on Worksheet S-3, II – data may not be reliable

o What to do if you don’t have total paid hours?

o Compensation method – pay per visit vs. hourly / salary?

o CMS believes all home health agencies has total paid hours

o Actual length of time per visit may be more or less – 15 min vs. 60 min 

o Old AHSEA guidelines used 1.0 hour per visit for contractors with no hours?
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Home Health Cost Report - Form 1728-20

Warning!

What will 

CMS do 

with this 

data?
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Home Health Cost Report - Form 1728-20

• Accuracy of cost reporting 

o Accurate cost reporting is critical for MedPAC and CMS

▪ future payment rate setting

o Trial Balance should be in sufficient detail to facilitate crosswalk

o Revenue and contractual allowances by payor category

o Critical expense accounts are:  salaries, transportation costs and 

contract services

o Direct cost for employee benefits and payroll taxes – allocate ?

24

Home Health Cost Report - Form 1728-20

• Worksheet A – Trial Balance of Expenses - by type (no change)

o Column 1 – Salaries

o Column 2 – Employee Benefits

o Column 3 – Transportation

o Column 4 – Contracted Purchased Services 

o Column 5 – Other Costs

o Column 6 – Total Costs (must agree to financial statements)
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Home Health Cost Report - Form 1728-20
• Worksheet A – Trial Balance of Expenses – much greater detail

o Line 4 – Transportation (line 4 vs. column 3)

o Line 5 – Telecommunication Technology

o Line 7 – Nursing Administration (prior A&G)

▪ Overall management and direction of nursing services

o Line 8 – Medical Records (prior A&G)

o Line 16 – Skilled Nursing Care – RN

o Line 17 – Skilled Nursing Care – LPN

o Line 18 – Physical Therapy

o Line 19 – Physical Therapy Assistant
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Home Health Cost Report - Form 1728-20
• Worksheet A – Trial Balance of Expenses – more detail

o Line 20 – Occupational Therapy

o Line 21 – Certified Occupational Therapy Assistant

o Line 25 – Medical Supplies Charged to Patients – new description

▪ Billable / non-routine medical supplies only 

▪ Non billable routine supplies to Admin & General 

o Line 26 – Drugs – vaccine supply cost (#636)

o Line 27 – Cost of Administering Vaccines – OPPS fee schedule (#771)

o Line 29 – Disposable Devices (NPWT)
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Home Health Cost Report - Form 1728-20

• Worksheet A – Trial Balance of Expenses – Non-Reimbursable Cost Centers

o Line 47 – Telehealth – Remote patient monitoring is not telehealth (line 5)

o Line 48 – Advertising

▪ Non allowable community education, business development, 

marketing and advertising

o Line 49 – Fundraising

▪ Impact of non reimbursable cost center versus cost offset on WS A-8
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Home Health Cost Report - Form 1728-20

• Telecommunication Technology vs. Telehealth Costs

Line 5 - Telecommunication Technology.--Enter allowable administrative costs related to telecommunication technology, referred to 

as remote patient monitoring as described in 42 CFR 409.46(e). Remote patient monitoring is defined as the collection of physiologic 

data (for example, ECG, blood pressure, glucose monitoring) digitally stored and/or transmitted by the patient or caregiver or both to the 

home health agency. If remote patient monitoring is used by the home health agency to augment the care planning process, the costs of 

the equipment, set-up, and service related to this system are allowable only as administrative costs. Visits to a beneficiary's home for 

the sole purpose of supplying, connecting, or training the patient on the remote patient monitoring equipment, without the provision of a 

skilled service are not separately billable. Do not report telehealth services on this line. 

Line 47 - Telehealth.--Enter the direct costs associated with telehealth. Telecommunication technology is considered remote patient 

monitoring and not a telehealth service. Telehealth services are subject to limitations under §1834(m) of the Act, namely that the 

beneficiary must be located in a health professional shortage area (HPSA) or rural area, and that the beneficiary must be physically 

present at a specific site of service. Telehealth services performed by a physician/practitioner under §1834(m) of the Act are outside the 

scope of the Medicare home health benefit and home health PPS. 
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Home Health Cost Report - Form 1728-20

• Vaccines – Drug supply cost  

Line 26 - Drugs.--Enter the cost incurred for pneumococcal, influenza, hepatitis B vaccines and osteoporosis drugs. 

Enter the cost for the COVID-19 vaccine and monoclonal antibody products to treat COVID-19, authorized and furnished for use during 

the COVID-19 public health emergency (PHE). The COVID-19 vaccine and monoclonal antibody product costs and its administration 

will be reimbursed in the same way influenza vaccine cost and its administration is reimbursed. When COVID-19 vaccine doses are 

provided by the government without charge, providers may only report the cost for the vaccine administration on line 27. In addition, 

Medicare will not provide payment for the monoclonal antibody products to treat COVID-19 that health care providers receive for free, 

as will be the case upon the product’s initial availability in response to the COVID-19 PHE. Do not include the cost of administering 

vaccines, drugs or monoclonal antibodies on this line. A visit by an HHA nurse for the sole purpose of administering a vaccine is not 

covered as an HHA visit under the home health benefit, even though the patient may be an eligible home health beneficiary receiving 

services under a home health plan of treatment. Section 1862(a)(1)(B) of the Act excludes Medicare coverage of vaccines and their 

administration other than the Part B coverage contained in §1861(s)(10). 

If the vaccine is administered in the course of an otherwise covered home health visit, the visit would be covered as usual, but the cost 

and charges for the vaccine and its administration (excluding administration of osteoporosis drugs which are covered in the PPS rate)

must be excluded from the cost and charges of the visit. The HHA would be entitled to separate payment for the vaccine and its 

administration under the Part B vaccine benefit. 
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Home Health Cost Report - Form 1728-20

• Vaccines – Administration cost 

Line 27 - Cost of Administering Vaccines.--Enter the cost of administering pneumococcal, influenza, and hepatitis B vaccines.

Enter the cost incurred to administer the COVID-19 vaccine, and monoclonal antibody products to treat COVID-19, authorized for use 

during the COVID-19 PHE. All vaccine administration costs reported on this line are reimbursed under OPPS. 

Attach a schedule detailing the methodology employed to develop the administration of these vaccines. These vaccines are 

reimbursable under Part B only. The cost of travel is not permissible as a cost of administering vaccines, nor is the travel cost includable 

in the A&G cost center. The travel cost is nonreimbursable. 

Time proxy for the number of vaccines – how many minutes per vaccine for Administration time?  
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Home Health Cost Report - Form 1728-20

Worksheet A -

Trial Balance of 

Expenses
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Home Health Cost Report - Form 1728-20

• Worksheet A-6 – Reclassifications

o Prior Worksheet A-4

o Now separately report “salary” and “other” amounts

• Worksheet A-7 – Capital Asset Balances reconciliation – deleted
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Home Health Cost Report - Form 1728-20

• Worksheet A-8

o Prior Worksheet A-5

o Non allowable expenses and other income offsets 

o Cost offset versus non reimbursable cost center 

o Definition of cost center

▪ 2302.8 Cost Center.--An organizational unit, generally a department or its 

subunit, having a common functional purpose for which direct and indirect 

costs are accumulated, allocated and apportioned. 
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Home Health Cost Report - Form 1728-20

• Worksheet A-8

o Advertising Costs – non allowable portion

▪ Separate line for offset on WS A-8, line 11 vs. NRCC

▪ Hospice CR – WS O, line 67 – NRCC

o Home Office flows from WS A-8-1, rather than line 4 (Adj Worksheet)
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Home Health Cost Report - Form 1728-20

• Worksheet A-8-1 – Related Party / Home Office

o Prior Worksheet A-6

o What are related party transactions?

o Section 1010 Exception

36

Home Health Cost Report - Form 1728-20

o What is a Home Office? 

▪ Provides centralized management services 

▪ The cost incurred by the provider must be reduced to the 

costs incurred by the Home Office

▪ Intent is to treat the costs incurred by the supplier as if 

they were incurred by the provider itself

▪ Is a home office cost statement necessary ? 
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Home Health Cost Report - Form 1728-20

• Worksheet B – Overhead Cost Allocation “Step Down” 

o Overhead costs are allocated to all of the direct patient care cost centers

o Total Expenses in column 0 = column 10
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Home Health Cost Report - Form 1728-20

• Worksheet B-1 Statistics

o CRC – Building Square footage

o CRC – Major Movable Equip $ Value / Square footage

▪ CMS states $ value or if approved - square feet alternative

o Plant Operation & Maintenance Square footage

o Transportation Mileage

o Telecommunication Technology Accumulated Cost – Skilled only
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Home Health Cost Report - Form 1728-20

• Worksheet B-1 Statistics

o Administration & General Accumulated costs

▪ Do not have to allocate A&G to inpatient / contracted costs

▪ When contract service costs include A&G the contracted services must be 

excluded from the total cost statistic on Worksheet B-1, column 6.

o Nursing Administration Direct nursing hours

o Medical Records Accumulated Cost
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Home Health Cost Report - Form 1728-20
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Home Health Cost Report - Form 1728-20
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Home Health Cost Report - Form 1728-20
• Worksheet C – Part I

o Aggregate cost per visit – Aggregate Medicare Cost Computation

▪ Medicare and Total All Patients visits are broken down as follows:

• RN / LPN, Therapists and Therapy Assistants (PT and OT)

• Consistent with Worksheet S-3, Part I

▪ Medicare visits no longer identified by CBSA code 
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Home Health Cost Report - Form 1728-20

• Medicare Visits and Charges - Worksheet C

o Column 5.--Enter in column 5 the Medicare HHA visits by practitioner type from 

your records or the PS&R data on lines 1 through 9. The total visits on line 10, 

column 5 must equal the total visits on Worksheet S-3, part IV, line 13, column 5.

▪ PSR report – Practitioner Visit Section – Report Type 329

o Line 11.--Enter in columns 5 (not subject to deductibles and coinsurance) and 6 

(subject to deductibles and coinsurance) charges for medical supplies from the 

HHA records or the PS&R. These charges are captured for statistical purposes 

only (has no reimbursement impact) as all medical supplies are covered under the 

HHA PPS. 
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Home Health Cost Report - Form 1728-20

• Illustration of Medicare Visit Reconciliation

Description Visits Worksheet

Medicare visits – date of service – current CR period 20,000 S-3, Part I

Medicare visits – carryover prior CR period 500

Medicare visits – carryover next CR period (300)

Medicare visits – completed payment – current CR 

period
20,200 S-3, Part IV

45
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Home Health Cost Report - Form 1728-20
• Worksheet C – Apportionment of Cost 

48

Home Health Cost Report - Form 1728-20

• Worksheet C – Part II

o Supplies, Drugs and Disposable Devices 

▪ Medical Supplies – total charges all patients from billing records / Medicare PSR (line 11)

▪ Vaccines supplies are split billed for Medicare patients but not other patients (line 12)

• May have to impute non-Medicare Charges

• Drugs (Vaccines supply cost) – total charges all patients (UB code #636)

▪ Vaccine administration – total charges all patients (UB code #771) – OPPS fee schedule 

(line 13)

▪ Disposable devices (NPWT) – total charges (line 14)
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Home Health Cost Report - Form 1728-20

• Worksheet C – Part II

o Vaccine Charges – Example

▪ Medicare Vaccine – (#636) $25.00 100 vaccines $2,500

▪ Medicare Admin – (#771) $10.00

▪ Non-Medicare – Vac & Admin $35.00 50 vaccines $1,750

▪ Non-Medicare Vaccine Supply ???

• Worksheet C – Part III Outpatient Therapy visits – Eliminated

50

Home Health Cost Report - Form 1728-20

• Worksheet D

o Part I – Vaccines cost only 

▪ No separate columns for Part A and Part B

▪ Vaccines – lower of cost or charge

▪ Subject to deductible & coinsurance – Osteoporosis Drugs
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Home Health Cost Report - Form 1728-20
• Worksheet D

o Part II – Reimbursement Settlement

▪ PPS Payments by episode type (lines 10 to 15)

▪ Payment for services under OPPS – line 17

▪ This includes OPPS payments for the administration of pneumococcal, 

influenza, hepatitis B, and COVID-19 vaccines, administration of 

monoclonal antibody products for treatment of COVID-19, and disposable 

devices such as NPWT devices.

▪ Primary Payer Payments (line 21)

▪ Allowable bad debts – future?

▪ Only settlement on line 38 – vaccine supply costs 
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Home Health Cost Report - Form 1728-20
• Worksheet D, II – PPS Payments 
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Home Health Cost Report - Form 1728-20

• Worksheet D-1 – Total Medicare Payments

o PPS / PDGM Payments

o Payments for vaccine administration and supply services 
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Home Health Cost Report - Form 1728-20

• Worksheet F – Balance Sheet – eliminated “Fund” 

columns

o Line 26.50 – Other Fixed Assets

o Line 30.50 – Other Assets – intangibles, goodwill, 

organization costs
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Home Health Cost Report - Form 1728-20
• Worksheet F-1 – Statement of Revenue and Expenses

o Line 1 - Gross patient revenue now separately identified by payor category (consistent 

with visits on WS S-3) 

▪ Medicare – Title XVIII

▪ Medicaid – Title XIX

▪ Other (including Medicare and Medicaid Managed Care)

o Line 2 – Allowances and discounts – separate to match line 1 (originally in the aggregate) –

includes bad debts

o Line 31.50 – COVID – 19 – added to record revenue amounts for Relief Funds (PPP, PRF)

• Worksheet F-2 – Statement of Changes in Fund Balance - eliminated 
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Home Health Cost Report - Form 1728-20

• Level 1 Edit – 1275S 
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Home Health Cost Report - Form 1728-20

• Level 1 Edit – 1010C 
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Home Health Cost Report - Form 1728-20

• Additional Level 1 Edits 

o Contract Therapy Services – if cost on Worksheet A, then questions on WS S-2 must be yes 

and vice versa (1040S)

o Malpractice – if yes on WS S-2, then cost must be greater than zero (1050S)  

o Home Office – if yes on WS S-2, then you must identify the home office information (1060S)

o Related Party – if yes, then WS A-8-1 must be completed (1120S & 1130S)

o Cost Report Preparer information – WS S-2, Part II must be completed (1190S)

o Visits and Cost – Visits on WS S-3 must be consistent with cost on WS A, column 10 (1010A)  

o Medicare visits / medical supply charges / vaccine charges on Worksheet C (1015C, 1020C)      
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Medicare Cost Report 

e-Filing System 

(MCReF)
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Medicare Cost Report e-Filing System (MCReF)

• Electronic Cost Report Signature

o Effective for cost reporting periods ending on / after 12/31/2017

o Original ink (“wet”) signature no longer required but still an option

o Must be approved as “MCReF E-Filer” in IDM 

o Approved by Security Official

o Highly recommend a Backup Security Official

o System login:  https://mcref.cms.gov
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Medicare Cost Report e-Filing System (MCReF)

ECR Encryption Information – Date and Time Stamp
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Medicare Cost Report e-Filing System (MCReF)
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Medicare Cost Report e-Filing System (MCReF)
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MCReF - enhancements
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MCReF - enhancements
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MCReF - enhancements

64

65

66



11/30/2021

23

67

MCReF - enhancements
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MCReF - enhancements
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MCReF - enhancements
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MCReF - enhancements
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MCReF - enhancements

72

MCReF - enhancements
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Medicare Cost Report e-Filing System (MCReF)
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Medicare Cost Report e-Filing System (MCReF)
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• 50,000 Medicare Cost Reports submitted annually

• Since 5/1/2018 over 48,000 successful MCReF submissions – very fast

• CY 2021 – 55% of all MCR submissions were e-filed using MCReF

• CMS looking to add additional features to increase functionality

• Increase transparency throughout cost report tracking

MCReF - enhancements
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• Providers will be able to submit documents without turning them into ZIP files

• Tags documents to better organize and identify missing documents

• Effective January 18, 2021, the EIDM system was upgraded to the Identity 

Management (IDM) system

• IDM Profile system has a different look

• Enhancements implemented May 2021

MCReF - enhancements
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Home Health Cost Report - Form 1728-20

• Link to cost report forms and instructions

o https://www.cms.gov/Regulations-and-

Guidance/Guidance/Transmittals/Transmittals/r1p247

• Link to MCReF Homepage

o https://www.cms.gov/Medicare/Compliance-and-Audits/Part-A-Cost-Report-Audit-

and-Reimbursement/MCReF

• MCReF Webcast – April 29, 2021

o https://www.cms.gov/outreach-and-educationoutreachnpcnational-provider-calls-

and-events/2021-04-29-cost-reports

contact:

dave macke
SHAREHOLDER, 

DIRECTOR OF 

REIMBURSEMENT SERVICES,

MBA, CHFP, FHFMA

T 800.887.0437

E dmacke@vlcpa.com

www.vlcpa.com

your 
choices,
our 
advice.

thank you!
questions?
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https://www.cms.gov/Regulations-and-Guidance/Legislation/PaperworkReductionActof1995/PRA-Listing-Items/CMS-1728-19
https://www.cms.gov/Medicare/Compliance-and-Audits/Part-A-Cost-Report-Audit-and-Reimbursement/MCReF
https://www.cms.gov/outreach-and-educationoutreachnpcnational-provider-calls-and-events/2021-04-29-cost-reports

