
03-05                                                        FORM CMS 265-94                                                         3400  

3400. GENERAL

Form CMS-265-94 must be completed by all renal dialysis facilities which are not hospital-
based for cost reporting periods ending on or after December 31, 1994.  Submit the form to
your Medicare intermediary no later than the last day of the fifth month following the close of
your cost reporting year.  Round all reported amounts to the nearest dollar (unless specifically
stated otherwise in the instructions) with negative figures or reductions in expenses shown in
parentheses ( ).

You may submit computer prepared forms in lieu of the forms provided by CMS.  Computer 
prepared forms are acceptable if they are reviewed and approved for provider use by CMS 
before use.  (See §108.)

In addition to completing Form CMS-265-94, submit a copy of your facility’s audited (if 
available) or unaudited financial statement for the accounting period as specified in this cost 
report.

All facilities providing end stage renal disease (ESRD) services to Medicare patients must meet
conditions for coverage before they can qualify for Medicare reimbursement.  These criteria 
are contained in 42 CFR 405.2100ff.

The final cost report of a facility which voluntarily or involuntarily ceases to participate in the 
health insurance program is due no later than 150 days following the effective date of the 
termination of the facility agreement including termination of the facility agreement as a result 
of a change of ownership.  There are no provisions for an extension of the cost report due date 
for facilities which cease to participate in the program.

Failure to file this cost report may result in suspension of future payments until it is filed or 
revocation of your facility’s certification to participate in the program.

If your costs have been determined on the cash basis of accounting, make adjustments to 
conform to the Medicare program requirement that the accrual method of accounting be used.

You are required to record the necessary accounting data in accordance with the Medicare 
principles of reimbursement.  These principles are contained in the Provider Reimbursement 
Manual (CMS Pub. 15).  If you do not have this publication, contact your intermediary.
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3400.1 Rounding Standards for Fractional Computations.--Throughout the Independent Renal 
Dialysis Facility Cost Report, required computations result in the use of fractions. Utilize the 
following rounding standards for such computations.

1. Round to two decimal places:

a. Percentages (e.g., percent ownership of facility, percent of     customary work 
week devoted to business);

b. Averages;

c. Full time equivalents;

d. Payment rate; and

e Average cost per treatment.

2. Round to six decimal places:

a. Ratios (e.g., unit cost multipliers)

If a residual exists as a result of computing costs using a fraction, adjust the residual in the 
largest amount resulting from the computation.  For example, in cost finding, a unit cost 
multiplier is applied to the statistics in determining costs.  After rounding each computation, the 
sum of the allocation may be more or less than the total cost allocated.  This residual is adjusted 
to the largest amount resulting from the allocation so that the sum of the allocated amounts 
equals the amount allocated.

3400.2 Acronyms and Abbreviations.--Throughout the Independent Renal Dialysis Cost 
Report and instructions, a number of acronyms and abbreviations are used.  For your 
convenience, commonly used acronyms and abbreviations are summarized below:

CAPD - Continuous Ambulatory Peritoneal Dialysis 
CCPD - Continuous Cycling Peritoneal Dialysis
CFR - Code of Federal Regulations
ESRD - End Stage Renal Disease
FTE - Full Time Equivalent
CMS - Centers for Medicare and Medicaid Services
CMS Pub. - Centers for Medicare and Medicaid Services’ Publication
MCP - Monthly Capitation Method
RO - Regional Office
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3401. RECOMMENDED SEQUENCE FOR COMPLETING FORM HCFA-265-94

Step
No. Worksheet Instructions

1 S, Part I Read §3404.1.

2 S-1 Read  §3405.   Complete  the  entire
worksheet.

3 A Read  §3406.   Complete  columns  1
through 4.

4 A-1 Read  §3407.   Complete  entire
worksheet if applicable.

5 A Read  §3406.   Complete  columns  5
and 6.

6 A-2 Read  §3408.   Complete  entire
worksheet.

7 A Read  §3406.   Complete  columns  7
and 8.

8 A-3 Read  §3409.   Complete  entire
worksheet if applicable.

9 A-4 Read  §3410.   Complete  entire
worksheet if applicable.

10 B and B-1 Read  §3411.   Complete  entire
worksheets.

11 C Read  §3412.   Complete  entire
worksheet. 

12 D Read  §3413.   Complete  entire
worksheet.

13 S, Part II Read §3404.2.
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3402. SEQUENCE OF ASSEMBLY

The following list of assembly of worksheets is provided so all facilities are consistent in the
order of submission of their annual cost report.  All facilities using Form HCFA-265-94 are to
adhere to this sequence.  When worksheets are not completed because they are not applicable,
blank worksheets are not included in the assembly of the cost report.

Worksheet Part(s)

S I & II

S-1

A

A-1

A-2

A-3

A-4 I & II

B

B-1

C

D
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3403. METHOD OF PAYMENT

3403.1 Payment  for  Physician  Services.--Physician services are  paid  differently  depending
upon whether the service is an administrative service, routine professional service, or a service
rendered  to  patients  undergoing  self-dialysis  and  home  dialysis  training.   For  a  complete
definition of these services and a description of the methods of payment for these services, see
42 CFR 414.313, 42 CFR 414.314, and 42 CFR 414.316 respectively.

A. Administrative Services.--Administrative services are physician services that benefit
the facility generally and are supervisory in nature.  They are services not directly related to the
care of an individual patient,  but are supportive of the facility as a whole and of benefit  to
patients  in  general.   Examples  of  administrative  services  include  supervision  of  staff,  staff
training, participation in staff conferences and in the management of the facility, and advising
staff on the procurement of supplies. 

Administrative services are considered services to you.   Therefore,  the costs associated with
them are included as part of your cost on the cost report.  You are paid the cost of these services
through the composite rate. 

B. Physician Routine Professional Services.--Physician routine professional services for
outpatient maintenance dialysis are services furnished to individual patients.  Physician routine
professional services are reimbursed under the monthly capitation payment (MCP) method (see
42 CFR 414.314) unless an election is made by all of the physicians in the facility to be paid
under the initial payment method.

Under the MCP method, the carrier pays the physician an amount for each patient to cover all
professional services by the physician.  The associated costs are not included as part of your
cost. They are, however, reported on the cost report as a separate line item.

Under  the  initial  method  of  payment,  the  intermediary  pays  you  for  physicians’  routine
professional services.  Payment under this method is in the form of an add-on to the composite
rate and is included as part of your costs.

There are certain services which are not included in either the add-on under the initial method or
in the MCP amount under the MCP method.  These services are paid under the physician fee
schedule and therefore not included in your  costs.   These services are explained in 42 CFR
414.313(b) and 42 CFR 414.314(b) respectively.

C. Physician  Payment  for  Self-Dialysis  and  Home  Dialysis  Training.--  Payment  for
physician services rendered to dialysis patients undergoing self-dialysis training is a flat amount
per patient.  The payment is made in addition to any amounts payable under the initial or MCP
methods.  It is paid directly to the physician by the carrier and not included in your cost.

3403.2 Facility  Payment  for  Self-Dialysis  Training.--The  base  composite  rate  applies  to
outpatient maintenance dialysis furnished in the facility.  A higher rate, consisting of the base
plus a specified add-on, is paid for self-dialysis training sessions.
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The Medicare program pays you for training both the patient and his/her dialysis partner if a
partner is required.  However, payment does not include travel to the facility and lost wages of
the attendant during the training period.  (See HCFA Pub.15-I, §2707 for specific instructions
regarding payment for training services.)

3403.3 Facility  Payment  for  Laboratory  Services  Included  in  Composite  Rate.-Certain
laboratory services (as defined in §207.1 of the Renal Dialysis Facility Manual) are paid through
your per dialysis composite rate.  Payment for these laboratory services is not made on any other
basis. This means that even though these laboratory tests may be furnished one time per month,
you are paid for such services over the course of the month through the composite rate.  (See
HCFA Pub.  15-I,  §2709.2 for  special  instructions for  routine laboratory tests for  continuous
ambulatory peritoneal dialysis (CAPD) and continuous cycling peritoneal dialysis (CCPD).)

3403.4 Facility Payment for Home Dialysis.--For rules that apply to Medicare beneficiaries
dialyzing at home, see §2740 of the HCFA Pub. 15-I.
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12-05                                                      FORM CMS-265-94                                                     3404.1  

3404. WORKSHEET S - INDEPENDENT RENAL DIALYSIS FACILITY COST 
REPORT CERTIFICATION

The intermediary should indicate in the appropriate box whether this is the initial cost report 
(first cost report filed for the period), final report due to termination, or if this is a reopening.  If 
it is a reopening, indicate the number of times the cost report has been reopened.  The 
intermediary should also indicated in HCRIS on line 1, column 3 of worksheet S the following 
codes that correspond to the filing status of the cost report: 1=As submitted; 2=Settled; 
3=Settled with Audit; 4=Reopened; and 5=Amended.

3404.1 Part I - General.--

Line 1.--Enter name of the facility.

Line 1.01--Enter the street address and P.O. Box (if applicable).

Line 1.02--Enter the city, state, and zip code. 

Line 1.03--Enter the county where the facility is located.

Line 2.--Enter your provider number.

Line 3.--Enter the date the facility was certified.

Line 4.--Enter the name and phone number of the person to be contacted if any questions arise 
about the information in this report.

Line 5.--Enter the inclusive dates covered by this cost report.  Generally, a cost reporting period 
consists of 12 consecutive calendar months or 13 four-week periods with an additional day (two 
in a leap year) added to the last week in the period to make it coincide with the end of the 
calendar year or month.  See CMS Pub. 15-I, chapter 24, for situations where a short period cost 
report may be filed.  A new facility may select an initial cost reporting period of at least one 
month, but not in excess of 13 months.  (See CMS Pub. 15-I, §2414.1.)

A 30-day extension of the due date for a cost report may, for good cause, be granted by the 
program. To be granted this extension, you must submit a written request and obtain written 
approval from the servicing intermediary prior to your cost report due date.

Line 6

Column 1--Type of Control--Indicate the ownership or auspices of the facility by entering 
the number below that corresponds to the type of control of the facility.

Voluntary Non Profit Proprietary Government
1=Corporation 3=Individual 7=Federal
2=Other (specify) 4=Corporation 8=State

5=Partnership 9=County
6=Other (specify) 10=City

11=Other (specify)

Column 2--If item 2, 6, or 11 is selected, “Other (specify) category, specify the type of 
provider in column 2 of the worksheet.
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Line 7.--Indicate whether the physicians providing outpatient maintenance dialysis and other 
physician services for ESRD patients are paid under the initial method or the MCP method.  
Indicate the date of election of the initial method if applicable.

Column 1--Type of Reimbursement--Enter the number 1 for the initial method and number 
2 for the MCP method.

Column 2--If the initial method is selected, enter the date of election of the initial method.

Line 8.--Indicate whether you were previously certified as a hospital-based unit. In Column 1 
enter “Y" for yes or “N” for no.

Line 9.--If you are part of a chain organization, enter a “Y” for yes in Column 1 and enter the 
name and address of the organization on the lines listed below.  Otherwise enter “N” for no in 
column 1.  See CMS Pub. 15-I, §2150 for a definition of a chain organization.

Line 9.01--Enter the name of the Home Office.

Line 9.02--Enter the street address and P. O. Box (if applicable) of the Home Office.

Line 9.03--Enter the city, state and zip code of the Home Office.

3404.2 Part II - Certification by Officer or Administrator of Facility.--Prepare and sign this 
certification after the cost report has been completed in its entirety.

Section 1128B(a) of the Act states that, "Whoever knowingly and willfully makes or causes to 
be made any false statement or representation of material fact in any application for any benefit 
or payment under this title--shall (i) in the case of such a statement, representation, concealment,
failure or conversion by any person in connection with the furnishing (by that person) of items 
or service for which payment is or may be made under this title, be guilty of a felony and upon 
conviction thereof fined not more than $25,000 or imprisoned for not more than 5 years or both, 
or (ii) in the case of such statement, representation, concealment, failure or conversion by any 
other person, be guilty of a misdemeanor and upon conviction thereof fined not more than 
$10,000 or imprisoned for not more than 1 year or both."
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3405. WORKSHEET S-1 - INDEPENDENT RENAL DIALYSIS FACILITY 
STATISTICAL DATA

In accordance with 42 CFR 413.24(a) and 42 CFR 413.24(c), you are required to maintain 
statistical records for proper determination of costs payable under the Medicare program.  The 
statistics reported on this worksheet pertain to the renal dialysis department.  The data 
maintained by you includes patient data, the number of treatments, number of machines, and 
home program data.  In addition, full time equivalent (FTE) data is required by staff employees 
and contract employees.

Column Descriptions

Column 1--Enter the statistics for Outpatient Hemodialysis patients on lines 1 through 11.

Column 2--Enter the statistics for Outpatient Peritoneal Dialysis patients on lines 1 through 11.

Column 3--Enter the statistics for Training Hemodialysis patients on lines 1 through 11.

Column 4--Enter the statistics for Training Peritoneal Dialysis patients on lines 1 through 11.

Line Descriptions

Enter the statistics on lines 1 through 11 that refer to services furnished by you to patients that 
are in your facility or some other institution.  Do not include services furnished to patients in 
their homes.  Identify information as being either maintenance dialysis or training dialysis by 
either hemodialysis or peritoneal dialysis.

Line 1.--Enter the number of treatments furnished directly at the facility and which were not 
billed to the Medicare program.

Line 2.--Enter the number of treatments furnished under arrangements and which were not billed
directly to the Medicare program by you.  An arrangement is an agreement between you and 
another institution in which you agree to furnish specified services to patients of the other 
institution, but the other institution retains responsibility for those services and for obtaining 
reimbursement for services furnished to them.

Line 3.--Enter the number of patients at the end of the cost reporting period in the dialysis 
program.

The statistics reported in lines 4 through 8 are used to calculate your utilization rate.

Line 4.--Enter the average number of times per week a patient receives dialysis at the facility.  
This is computed by reporting your standard medical practice, if there is one (e.g., if you 
commonly dialyze hemodialysis patients 3 times per week, report 3), or by counting the number 
of patient-weeks in the reporting period and dividing that number into the number of treatments 
by mode of dialysis.

Line 5.--Enter the average number of days that you furnished dialysis in an average week.  This 
is computed by counting the number of days you were open for business during the period 
covered by the cost report and dividing this amount by the number of weeks in that period.  
Normally, the cost reporting period is 12 months, so the number of weeks in the denominator is 
52.

Line 6.--Enter the average time of a typical patient dialysis session, including setup time in 
hours, rounded to the nearest half-hour.

Line 7.--Enter the number of machines regularly available for use.
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Line 8.--Enter the number of standby machines held in reserve for patient overflow, emergency, 
and machine breakdown.

Line 9.--Enter in each column the number of staff shifts in a typical week during the cost 
reporting period.

Line 10.--Enter in each column the hours per shift in a typical week during the cost reporting 
period for the first shift on line 10.01, second shift on line 10.02, and the third shift on line 
10.03.

Line 11.--Enter on lines 11.01 through 11.04 the total number of treatments (by type of 
treatment) furnished to patients and the frequency of the treatment.  Enter on line 11.01 the total 
number of treatments (by type of treatment) furnished to patients who receive dialysis one time 
per week.  Enter on line 11.02 the total number of treatments (by type of treatment) furnished to 
patients who receive dialysis two times per week.  Enter on line 11.03 the total number of 
treatments (by type of treatment) furnished to patients who receive dialysis three times per week.
Enter on line 11.04 the total number of treatments (by type of treatment) furnished to patients 
who receive dialysis more than three times per week.  Enter in each column of line 11.05 the 
sum of the amounts entered on lines 11.01 through 11.04.

Line 12

Column 1-- Type of dialyzers used--Indicate the type of dialyzers used by entering the 
number           below that corresponds to the type. 

1=Hollow Fiber, 2=Parallel Plate, 3=Coil, 4=Other

Column 2--If the dialyzers are reused, indicate the number of times.  If none are reused, 
enter              zero.

Column 3--If “4, Other” is indicated in column 1, then indicate the type of dialyzer used.

Line 13.--Enter the number of backup sessions furnished to home patients.   A backup session is 
a maintenance dialysis session furnished in the facility to a home patient.  A patient who receives
backup dialysis is considered a home patient if there is a reasonable expectation that the need for
in-facility backup dialysis is only temporary and that the patient will return to home dialysis 
within a reasonable period of time.

Column 1--Enter the number of back up sessions for CAPD patients.

Column 2--Enter the number of back up sessions for other patients.

Column 3--Enter the number of back up sessions for CCPD patients.

Line 14.--Medicare pays for epoetin based on a set statutory fee per 1,000 units furnished.  (See 
PRM-I §2710.3).  On line 14, enter the total units furnished by the facility during its cost 
reporting period divided by 1,000.   For example, if a facility furnished 10,255,751 units, it 
would report 10,256 units on line 14.  Round all numbers to whole numbers.

Line 15.--Enter the number of patients who are awaiting transplants.

Line 16.--Indicate the number of patients who received transplants during this reporting period. 

Home Program

The data requested on lines 17 to 18 pertain to a home dialysis program only.
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Line 17.--Column 1, enter the number of patients that began home dialysis training during this 
reporting period.

Line 18.--Enter the number of patients in the home program on the last day of your cost 
reporting period.

Line 19.--

Column 1--Type of dialyzers used--Indicate the type of dialyzers used by entering the         
number below that corresponds to the type. 

1=Hollow Fiber, 2=Parallel Plate, 3=Coil, 4=Other

Column 2--If the dialyzers are reused, indicate the number of times. If none are reused,       
enter zero.

Column 3-- If “4, Other” is indicated in column 1, then indicate the type of dialyzer used.

Lines 20 through 29.--Enter the number of hours in your normal work week in the space 
provided. The items in this part provide statistical data related to your human resources.  The 
human resource statistics are required for each of the job categories specified in lines 20 through 
28.  Enter any additional category as needed on line 29.

Column Descriptions

Column 1.--Enter the FTE employees on the payroll.  These are staff for which an IRS Form W-
2 is issued.  Staff FTEs are computed as follows.  The sum of all hours for which employees 
were paid during the year is divided by 2080 hours.  Round to two decimal places.

Column 2.--Enter the FTEs contracted and consultant staff worked during the year and divide by
2080 hours.

If employees are paid for unused vacation, unused sick leave, etc., exclude hours so paid from 
the numerator in the calculations.

Personnel who are involved in more than one activity must have their time prorated among those
activities.  For example, physicians who provide professional services and administrative 
services are counted in both the physicians line and the administrative line according to the 
number of hours spent in each activity.  (See 42 CFR 414.300.)  To make this allocation, use the 
time log records if available, then use the results of time logs kept for a sample period (e.g., for 
1 week per quarter, have all employees keep a time log), or use estimates based on personal 
interviews.
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3406. WORKSHEET  A  -  RECLASSIFICATION  AND  ADJUSTMENT  OF  TRIAL
BALANCE OF EXPENSES

This  worksheet  provides  for  recording  the  trial  balance  of  expense  accounts  from  your
accounting  books  and  records.   It  also  provides  for  the  necessary  reclassifications  and
adjustments to certain accounts.

The cost centers on this worksheet are listed in a manner which facilitates the combination of the
various groups of cost centers for purposes of cost finding.  All of the cost centers listed do not
apply to all facilities using these forms.  Complete only those lines which are applicable.

Where  the  cost  elements  of  a  cost  center  are  separately  maintained  on  your  books,  a
reconciliation of the costs per the accounting books and records to those on this worksheet must
be maintained by you and is subject to review by the intermediary.

Do not change standard (i.e., preprinted) HCFA line numbers and cost center descriptions.  If
you need to use additional or different cost center descriptions, do so by adding additional lines
to the cost report.  Do this in such a manner that the entries bear a logical relationship to the
standard line description preceding the added line.  Identify the line added as a numeric subscript
of the immediately preceding line.  That is, if two lines are added between lines 3 and 4, identify
them as lines 3.01 and 3.02.   If  you add additional  lines for  reimbursable cost centers,  add
corresponding columns on Worksheets B and B-1 for each additional cost center.

Columns 1, 2, 3, and 4.--The expenses listed in these columns must be in accordance with your
accounting books and records.  List on the appropriate lines in columns 1, 2, 3, and 4 the total
expenses incurred during the cost reporting period.   The expenses must be detailed between
salaries (columns 1 and 2) and other than salaries (column 3).  The sum of columns 1, 2, and 3
must  equal  column  4.   Any  needed  reclassifications  and  adjustments  must  be  recorded  in
columns 5 and 7, as appropriate.

Column 5.--Enter  any reclassifications  among the cost  center  expenses which are needed to
effect proper cost allocation.

Worksheet  A-1 is  provided to  compute  the reclassifications  affecting  the  expenses specified
therein. This worksheet need not be completed by all facilities but must be completed only to the
extent  that  the  reclassifications  are  needed  and  are  appropriate  in  the  particular  facility’s
circumstances.  Show reductions to expenses in parentheses ( ).

The net total of the entries in column 5 must equal zero on line 27.

Column  6.--Adjust  the  amounts  entered  in  column  4  by  the  amounts  entered  in  column  5
(increase or decrease) and extend the net balances to column 6.  The total of column 6 must
equal the total of column 4 on line 27.

Column 7.--Enter  on  the  appropriate  lines  in  column  7  the  amounts  of  any adjustments  to
expenses indicated on Worksheet A-2, column 2.  Indicate those adjustments to expenses that are
reductions in the expense by showing the figure in parentheses ( ).  The total on Worksheet A,
column 7,  line 27,  must equal Worksheet A-2,  column 2,  line  21.   The amounts entered on
Worksheet A, column 7, lines 13, 19, and 23 must equal the amounts entered on Worksheet A,
column 6, lines 13, 19, and 23 respectively.
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Column 8.--Adjust the amounts in column 6 by the amounts in column 7 (increase or decrease)
and extend the net balances to column 8.

The  amounts  in  column  8  marked  with  an  asterisk  (*)  in  the  left  and  right  margins  are
transferred to the appropriate columns and lines on Worksheets B and B-1.  See the instructions
for Worksheets B and B-1.

Line Descriptions

Line 1.--This cost center includes capital-related costs on buildings and fixtures and expenses
pertaining to buildings and fixtures such as depreciation, insurance, interest, rent, and property
taxes.

Line  2.--This  cost  center  includes  capital-related  costs  on movable  equipment  and expenses
pertaining to moveable equipment, such as depreciation, insurance, interest, personal property
taxes, and rent.  It includes items such as office furniture and equipment.  Moveable  equipment
does not refer to dialysis machines or support equipment.  Therefore, do not include costs related
to depreciation and/or rental and maintenance on the dialysis machines and support equipment
on this line.  Enter these costs on line 6.

Line 3.--This cost center includes the direct expenses incurred in the operation and maintenance
of the plant and equipment and protecting employees, visitors, and facility property.  Operation
and maintenance of plant includes the maintenance and service of utility systems, such as heat,
light,  water  (excluding  water  treatment  for  dialysis  purposes),  air  conditioning,  and  air
treatment; the maintenance and repair of buildings, parking facilities, and equipment; painting;
elevator maintenance; and performance of minor renovation of buildings and equipment.  The
utility cost of water is included on this line.  The cost of water treatment for dialysis purposes is
not  entered  on  this  line.   It  is  included  in  line  6,  machine  capital-related  or  rental  and
maintenance.

Line 6.--This cost center includes capital-related costs for moveable equipment other than those
included on line 2.  Enter  only the capital-related costs of moveable equipment, rented and/or
purchased, and maintenance on the dialysis machine and any support equipment.  See HCFA
Pub. 15-I, chapter 27, §2703 for the definition of support equipment.  Enter these costs on line 2.
Include the costs of water treatment for dialysis purposes on this line.

Water treatment for dialysis includes the equipment and associated maintenance and repair and
installation costs necessary to render the water acceptable for use in dialysis. Examples of such
equipment  are  water  softener  (resin or  deionizer  type)  and reverse osmosis machines.   This
equipment prepares the water that is fed directly into the dialysis machine.

Line  7.--This cost center  includes direct  salaries  of  all  personnel  who furnish direct  care to
dialysis patients.  Direct salaries include gross salaries and wages of all such personnel, e.g.,
registered and licensed practical nurses, nurses aides, technicians, social workers, and dieticians.

Salaries paid to physicians are not included in this cost center.  They are allocated to cost centers
on line 12 and either line 16 or line 19.  Administrative costs are reported on line 12 and routine
professional  costs  related  to  costs  of  direct  patient  care  are  reported  on line  16 or  19.   To
compute this allocation, first separate the costs of physician administrative services versus direct
patient care services.  Separate these costs by the time spent in each activity.  The remainder,
costs of direct patient care, are split
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between routine professional services, line 16 or line 19, and other medical services which may 
be billed for separately by the physician to the Medicare carrier.  If you pay malpractice 
insurance premiums applicable to physicians, see instructions for malpractice cost adjustments 
on Worksheet A-2, lines 16 and 17.

Line 9.--This cost center includes the direct cost of total drugs used in furnishing dialysis 
services. It includes the costs of parenteral drugs used in the dialysis procedure that are covered 
under the composite rate payment. (See CMS Pub. 15-I, §2710.2.)  In addition to drugs included
in the composite rate, this cost center includes separately billable injectable drugs provided to the
facility’s patients.  (See CMS Pub. 15-I, §2711.2.)  Do not include any costs for the approved 
drug epoetin on this line.  Report costs for epoetin on line 23.

Line 10.--This cost center includes the direct cost of total dialysis supplies used in furnishing 
dialysis services.  It includes the cost of supplies that are covered under the composite rate 
payment and separately billable supplies. Exclude the costs of meals served to patients.  If these 
costs are included, adjust them out on Worksheet A-2, line 9.

Line 11.--This cost center includes the cost of all laboratory services (i.e., laboratory services 
that are either included or not included in the composite rate payment) performed either by your 
staff or an independent laboratory. Independent facilities are not certified to perform any 
separately billable clinical diagnostic laboratory tests.  Therefore, independent facilities cannot 
be paid for any separately billable clinical diagnostic laboratory tests.  (See CMS Pub. 15-I, 
§§2710.1 and 2711.1.)

Line 12.--This cost center is used to record the expenses of several costs incurred in maintaining 
the facility.  Examples are fiscal services, legal services, accounting, recordkeeping, data 
processing, purchasing, taxes, telephone, home office costs, malpractice costs, and physicians’ 
administrative services.  The physicians’ administrative services are services rendered by 
physicians that are directly related to the support of the facility and not directly related to the 
care of individual patients.  (See §3403.1A.) Malpractice costs include allowable insurance 
premiums, direct losses, and expenses related to direct losses.  The cost of malpractice insurance 
premiums paid by the facility, applicable to physicians, is adjusted out in column 7.  See line 7 
instructions for adjustment of malpractice costs.

Line 16.--Enter the cost of physician routine professional services covered under the initial 
method of physician payment.  See 42 CFR 414.310 for a definition of these services.

Line 17--Use this line to record the cost applicable to any reimbursable cost center not provided 
for on this worksheet.

Line 18.--Enter the sum of lines 12 through 17.

Line 19.--This cost center includes compensation (i.e., direct salaries, fringe benefits, etc.) of 
physicians for professional services which are related to the care of the patient and medical 
management over the period of time the patient is on dialysis.  
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These costs are adjusted out on Worksheet A-2, line 10, and are not transferred in the cost report
because they are not included in the composite rate.  See line 7 instructions for adjustment of 
malpractice costs.

Line 20.--This cost center includes the direct expenses incurred in obtaining blood directly from 
donors and whole blood and packed red blood cells from suppliers.  Include in this cost center in
column 3 (Other) the processing fee charged by suppliers.  These items are billed separately and 
reimbursement for them is not included in the composite rate.

Line 21.--This cost center includes the direct costs associated with hepatitis B vaccine.  Payment 
for hepatitis B vaccine follows the same general principles that are applicable to any injectable 
drug or biological.  (See CMS Pub. 15-I, §2711.4.)

Line 22.--A nonreimbursable cost center must be established to accumulate the cost incurred by 
you for services related to the physicians’ private practices.  Examples of such costs are 
depreciation costs for the space occupied, moveable equipment used by the physicians’ offices, 
administrative services, medical records, housekeeping, maintenance and repairs, operation of 
plant, drugs, medical supplies, and nursing services.

Line 23.--This cost center includes the cost of the approved drug epoetin (EPO) furnished to 
both in-facility and home ESRD patients.  These costs are adjusted out on Worksheet A-2, line 
15 and line 16, and are not transferred to any worksheets in the cost report.

Line 24.--This cost center includes the direct cost of support services provided to Method II 
home patients.  Under this option, the patient elects to make his/her own arrangements for 
securing the necessary supplies and equipment to dialyze at home through a Method II supplier.  
(See CMS Pub. 15-I, §2740.)

Lines 25 and 26.--Use these lines to record the cost applicable to any nonreimbursable cost 
centers not provided for on this worksheet, e.g., Supplementary Medical Insurance premiums 
paid by the facility on behalf of beneficiaries financially unable to pay the premiums.  Label the 
lines used to indicate the purpose of their use.

Line 27.--Enter the sum of the amounts on lines 5 through 11 and 18 through 26. 
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3407. WORKSHEET A-1 - RECLASSIFICATIONS

This worksheet provides for the reclassification of certain amounts to effect proper cost 
allocation under cost finding.  Specifically identify the cost centers affected in your accounting 
records.  If more lines are needed than provided on this worksheet, submit additional copies of 
this worksheet and enter the additional information on them.  The following are some examples 
of costs which are reclassified on this worksheet.

1. If the total employee health and welfare benefits are included in administrative and 
general on Worksheet A, column 4, line 12, then reclassify these costs to Worksheet A, column 
5, line 8. Reclassify employee health and welfare benefits relating to physicians’ routine 
professional services to Worksheet A, column 5, line 16 or 19.

2. Reclassify the insurance expense applicable to the building and/or fixtures, moveable 
equipment, dialysis machines, and supportive equipment included in administrative and general 
on Worksheet A, column 4, line 12, to Worksheet A, column 5, lines 1, 2, and 6, respectively.

3. Reclassify any interest expense applicable to funds borrowed for administrative and 
general purposes (operating expenses, etc.) or for the purchase of buildings and/or fixtures, 
moveable equipment, dialysis machines, or supportive equipment included in interest on 
Worksheet A, column 4, line 13, to Worksheet A, column 5, lines 12, 1, 2, and 6, respectively.  

4. Reclassify rent expenses applicable to the rental of buildings and fixtures and to 
moveable equipment included in administrative and general from Worksheet A, column 5, line 
12, to Worksheet A, column 5, lines 1 and 2, respectively.  See instructions for Worksheet A-3 
for treatment of rental expense for related organizations.  Reclassify expenses (such as insurance,
interest and taxes) applicable to machine depreciation or rental and maintenance of dialysis 
machines and supportive equipment to Worksheet A, column 5, line 6.

5. Reclassify any taxes (real property taxes and/or personal property taxes) applicable to 
buildings, fixtures, moveable equipment, dialysis machines, and support equipment included in 
administrative and general on Worksheet A, column 4, line 12, to Worksheet A, column 5, lines 
1, 2, and 6, respectively.

Transfer the amount of increase (column 4) and decrease (column 7) of Worksheet A-1, 
applicable to the various cost centers, to Worksheet A, column 5.

You may have charged some of these amounts to the proper cost center before the end of the 
accounting period.  Therefore, complete Worksheet A-1 only to the extent that expenses differ 
from the result that would be obtained using the instructions in the preceding paragraphs.
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3408. WORKSHEET A-2 - ADJUSTMENTS TO EXPENSES

This worksheet provides for the adjustments to the expenses listed on Worksheet A, column 6.  
These adjustments, which are required under the Medicare principles of reimbursement, are to 
be made on the basis of cost, or amount received.  Enter the total amount received (revenue) 
only if the cost (including direct cost and all applicable overhead) cannot be determined.  If the 
total direct and indirect cost can be determined, enter the cost.  Once an adjustment to an 
expense is made on the basis of cost, you may not in future cost reporting periods determine the 
required adjustment to the expense on the basis of revenue.  The following symbols are to be 
entered in column 1 to indicate the basis for adjustment:  "A" for costs and "B" for amount 
received.  Line descriptions indicate the more common activities which affect allowable costs or 
result in costs incurred for reasons other than patient care and, thus, require adjustments.

Types of items to be entered on Worksheet A-2 are (1) those needed to adjust expenses to reflect
actual expenses incurred; (2) those items which constitute recovery of expenses through sales, 
charges, fees, grants, gifts, etc. and (3) those items needed to adjust expenses in accordance with 
the Medicare principles of reimbursement.  (See CMS Pub. 15-I, §2328.)

Where an adjustment to an expense affects more than one cost center, you must record the 
adjustment to each cost center on a separate line on Worksheet A-2.

Line Descriptions

Line 1.--Investment income on restricted and unrestricted funds which are commingled with 
other funds must be applied together against, but should not exceed, the total interest expense 
included in allowable costs.  (See CMS Pub. 15-I, chapter 2.)

Apply the investment income on restricted and unrestricted funds which are commingled with
other funds against the administrative and general, the capital-related - buildings and fixtures,
the capital-related - moveable equipment and any other appropriate cost centers on the basis of
the ratio that interest expense charged to each cost center  bears to the total  interest expense
charged to all of your cost centers.

Line 5.--Enter any adjustments to the various cost centers which have been included as costs 
paid directly by the carrier for physician’s services which are separately billable, i.e., declotting 
of shunts for facilities whose physicians are paid under the MCP method.

Line 6.--Enter allowable home office costs which have been allocated to you and which are not 
already included in your cost report.  Use additional lines to the extent that various facility cost 
centers are affected.  (See CMS Pub. 15-I, chapter 21.)

Line 7.--The amount entered is obtained from Worksheet A-3, Part B, column 6, line 5.  Note 
that Worksheet A-3, Part B, lines 1-4, represent the detail of the various cost centers to be 
adjusted on Worksheet A.

Line 8--Remove the direct cost plus applicable overhead of operating vending machines from 
allowable cost. If cost cannot be calculated, then income received may be used.
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Line 9.--Enter any adjustments to the cost for meals served to patients.  Under Part B of 
Medicare, only medical services are covered in an outpatient setting. Therefore, food costs must 
be excluded from the total costs. 

Line 10.--Enter the total compensation of physician routine professional services which are paid 
under the MCP method and related to the care of patients.  This must equal the amount on 
Worksheet A, column 7, line 19.

Line 11.--Enter the direct cost including applicable overhead of dialysis services furnished to a 
hospital under arrangements.

Lines 13 and 14.--Where  capital-related  expenses  computed  in accordance with the Medicare 
principles of reimbursement differ from capital-related expenses per your books, enter the 
difference on lines 13 and 14. (See CMS Pub. 15-I, chapter 1.)

Line 15.--Enter rebates taken on epoetin purchases.

Line 16.---Enter the cost of the approved drug epoetin (EPO) furnished to both in-facility and 
home ESRD patients.  This amount must equal the amount on Worksheet A, column 7, line 23 
less the amount, if any, entered on line 15 of this worksheet.

Lines 17 through 20.--Enter any additional adjustments which are required under the Medicare 
principles of reimbursement.  Appropriately label the line to indicate the nature of the required 
adjustments.  The cost of malpractice insurance premiums paid by the facility specifically 
identified as physicians§ malpractice premiums must be entered on this line.

Line 21.--Enter the sum of lines 1 through 20.  Transfer the amounts in column 2 to Worksheet 
A, column 7.
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3409. WORKSHEET A-3 - STATEMENT OF COSTS OF SERVICES FROM RELATED 
ORGANIZATIONS

In accordance with 42 CFR 413.17, costs applicable to services, facilities, and supplies furnished
to you by organizations related to you by common ownership or control are includable in your 
allowable cost at the cost to the related organization except for the exceptions outlined in 42 
CFR 413.17(d).  This worksheet provides for the computation of any needed adjustments to 
costs applicable to services, facilities, and supplies furnished to you by organizations related to 
you by common ownership or control.  In addition, certain information concerning the related 
organizations with which you have transacted business is shown.  (See CMS Pub. 15-I, chapter 
10.)

Part A.--If there are any costs included in Worksheet A which resulted from transactions with 
related organizations as defined in CMS Pub. 15-I, chapter 10, check "Yes" and complete Parts 
B and C.

If there are no costs included in Worksheet A which resulted from transactions with related 
organizations as defined in CMS Pub. 15-I, chapter 10, check "No" and do not complete the rest 
of the form.

Part B.--Costs incurred and adjustments required for services, facilities, and supplies furnished 
to you by organizations related to you by common ownership or control are includable in your 
allowable cost at the cost to the related organizations.  Such cost must not exceed the amount a 
prudent and cost conscious buyer would pay for comparable services, facilities, or supplies that 
could be purchased elsewhere.

Complete each line as necessary and complete all columns for each of those lines.

Column 1.--Enter the line number from Worksheet A which corresponds to the cost center for 
which the adjustment is being made.

Column 2.--Enter the cost center from Worksheet A for which the adjustment is being made.

Column 3.--Enter the item of service, facility, or supply which you obtained from the related 
organization.

Column 4.--Enter the cost charged to your organization by the related organization for the 
service, facility, or supply which was obtained from the related organization.

Column 5.--Enter the allowable cost to your organization for the service, facility, or supply 
which was obtained from the related organization.  The allowable cost is the lesser of the amount
a prudent and cost conscious buyer pays for a comparable service, facility, or supply purchased 
elsewhere or the actual cost incurred by the related party.  (See CMS Pub. 15-I, chapter 10.)

Column 6.--Enter the amount in column 4 less the amount in column 5.  Transfer the(se) 
amount(s), as subtraction(s), to the corresponding line of Worksheet A, column 7.
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Part  C.--This part is used to show your interrelationship to organizations furnishing services,
facilities,  or  supplies  to  you.   The  requested  data  relative  to  all  individuals,  partnerships,
corporations,  or  other  organizations  having  either  a  financial  interest  in  you,  a  common
ownership of the facility, or control over the facility as defined in HCFA Pub. 15-I, chapter 10,
must be shown in columns 1 through 6, as appropriate.

Complete only those columns which are pertinent to the type of relationship which exists.

Column 1.--Enter the appropriate symbol which describes your interrelationship to the related
organization.

Column 2.--If the symbol A, D, E, F, or G is entered in column 1, enter the name of the related
individual in column 2.

Column 3.--If the individual in column 2 or the organization in column 4 has a financial interest
in your facility, enter the percent of ownership in the facility.

Column 4.--Enter the name of the related corporation, partnership, or other organization.

Column 5.--If the individual in column 2 or your facility has a financial interest in the related
organization, enter the percent of ownership in such organization.

Column 6.--Enter the type of business in which the related organization engages (e.g., laboratory
drugs and/or supplies).
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3410. WORKSHEET  A-4 - STATEMENT OF TOTAL COMPENSATION TO OWNERS
AND  STATEMENT  OF  TOTAL  COMPENSATION  TO  ADMINISTRATORS,
ASSISTANT  ADMINISTRATORS,  AND/OR  MEDICAL  DIRECTORS  OR
OTHERS PERFORMING THESE DUTIES (OTHER THAN OWNERS)

Administrative services are those services directly related to the support of your facility and are
not related directly to the dialysis patients’ care.  When listing the percent of work devoted to the
business by a person who performs more than one duty, the person’s combined percentage may
not total over 100 percent.  For example, if one person is both an administrator and a medical
director, and he/she spends 60 percent of his/her workweek as an administrator, he/she can spend
a maximum of  only 40 percent  as the  medical  director.  Use a  separate  line  per  person per
function.  When one  person performs more  than  one  function,  indicate  this  in  column 1 by
entering "same as line."

Part I shows the title, function, and percentage of time devoted to the business for the owners
and employees related to the owners.  In addition, show the total compensation (including fringe
benefits,  perquisites,  and maintenance)  included in allowable cost which was earned by sole
proprietors, partners, and corporation officers, as owner(s) of your organization.  Compensation
is the total benefit received and receivable by the owner for the services he/she renders to the
institution.  It includes salary amounts earned for managerial, administrative, professional, and
other services; the amounts paid by the institution for the personal benefit of the owner; the cost
of  the  assets  and  services  which  the  owner  receives  from  the  institution;  and  deferred
compensation.

Part II shows the title, percent of time devoted to the business and total compensation (including
fringe  benefits,  perquisites,  and  maintenance)  earned  by  employed  administrators,  assistant
administrators,  medical  directors,  or  others  performing  these  duties.  (See  HCFA Pub.  15-I,
§2723.3.)

34-22 Rev. 1



12-05                                                      FORM CMS-265-94                                                        3411  

3411. WORKSHEET B - COST ALLOCATION - GENERAL SERVICE COSTS AND 
WORKSHEET B-1 - COST ALLOCATION - STATISTICAL BASIS

Worksheet B provides for cost finding by using a combined methodology of cost centers and 
apportioning the costs to those cost centers which receive the services.  The cost centers that are 
serviced include all cost centers within your organization; that is, separately billable, 
reimbursable cost centers, and nonreimbursable cost centers.  Obtain the total direct expenses 
from Worksheet A, column 8.

Worksheet B-1 provides for the statistics necessary to allocate the cost to the revenue producing 
and nonreimbursable cost centers on Worksheet B.

To facilitate the allocation process, the general format of Worksheets B and B-1 are identical.
The  column and line  numbers  for  the  general  service cost  centers  are  identical  on the  two
worksheets. In addition, the line numbers for each reimbursable and nonreimbursable cost center
are identical on the two worksheets.

The statistical bases shown at the top of each column on Worksheet B-1 are the recommended 
bases of allocation of the cost centers indicated.  Use these statistical bases of allocation unless 
you have intermediary approval in writing to use different bases.  (See CMS Pub. 15-1, §2313.)

Certain cost centers are combined on Worksheet B-1 for cost allocation purposes.  These 
combinations are not optional; that is, facilities must combine and allocate these costs as shown 
on the worksheet.  The total costs of each combined group of cost centers are allocated in one 
process to the revenue producing and nonreimbursable cost centers.

Column Descriptions

Columns 6, 7, and 8.--These columns refer to drugs, supplies, and laboratory services, i.e., 
routine and nonroutine furnished to both Medicare and non-Medicare patients, furnished by, 
billed by, and reimbursed to your facility.  Do not include any of these items and services that 
were billed by any physicians since these costs are not part of your facility’s costs.  To determine
the costs allocated to the various cost centers, use actual costs if separate expense accounts are 
maintained, or allocate these costs based on the supplier’s charge as reported on the costed 
requisitions.  The cost or costed requisitions used for allocation purposes must bear a consistent 
relationship to the costs of all items and services.  (See CMS Pub. 15-I, §§2710 and 2711.)

Line Descriptions

Items and services that are covered under the composite rate are those commonly furnished as 
part of a typical dialysis service.  These costs are reimbursed through your dialysis rate and may 
not be separately billed.  The costs of items and services covered under the composite payment 
rate are allocated to the various modes of treatment on lines 7 through 16, Worksheet B.  The 
costs of separately billable items and services are not allocated to various modes of treatment 
because they are not considered one of the dialysis service costs that are used in computing the 
composite payment rate.

Line 2.--Separately billable injectable drugs are drugs that are not reimbursed under the 
composite payment rate but may be medically necessary for a patient.  (See CMS Pub. 15-I, 
§2711.2.)

Effective for cost reporting periods beginning on or after January 1, 2005, A&G costs will no 
longer be allocated to separately billable drugs resulting in worksheet B, column 10, line 2 
being shaded. However, for cost reporting periods which begin prior to January 1, 2005, 
worksheet B, column 10, line 2 shall remain unshaded.
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Line 3.--These include medical supplies that are not related to the dialysis treatment.  Facilities 
are primarily engaged in treating the patient’s ESRD condition, and therefore this line should 
have a negligible or zero amount.

Line 4.--These lab tests are other than those included and explained in §207.1 of the Renal 
Dialysis Facility Manual.  You may not bill for separately billable lab tests.  They must be billed
by the laboratory performing the tests.  If you do not bill for these tests, then enter zeroes on this
line.

Use the following procedures in completing these worksheets.

NOTE: EPO furnished to an in-facility ESRD beneficiary in a dialysis facility is paid by an 
add-on amount which is paid in addition to the composite rate for each administration 
of EPO.  In the case of a home patient receiving EPO in a dialysis facility, only the 
add-on amount is paid.  This is the only way payment is made when EPO is 
administered in a dialysis facility. Since only the cost of the EPO is included in this 
amount, there is no overhead to be allocated to the epoetin cost center.  There is no 
line for EPO on these worksheets to accommodate this process.

1. Enter on Worksheet B-1, columns 2 through 10, line 22, and Worksheet B, columns 2 
through 10, line 1, the following costs to be allocated.  Obtain these costs from Worksheet A as 
follows:

FROM TO

Worksheet A, column 8 Worksheet B-1, line 22 and
Worksheet B, line 1

Lines Column

5 Capital-Related, Operation and Maintenance
   of Plant and Housekeeping 2

6 Machine Capital-Related or Rental and
   Maintenance 3

7 Salaries for Direct Patient Care 4
8 Employee Health and Welfare Benefits

   for Direct Patient Care 5
9 Drugs 6
10 Supplies 7
11 Laboratory 8
18 Administrative and General and Other

   Cost Centers 10

2. On Worksheet B, column 1, line 1, enter the total of columns 2 through 10, line 1.

3. On Worksheet B, column 1, lines 5, 6, and 17 through 20, enter the direct costs of the 
revenue producing and nonreimbursable cost centers which are obtained from Worksheet A, 
column 8, lines 20 through 22 and 24 through 26 respectively.

4. On Worksheet B, column 1, line 21, enter the total of column 1, lines 1 through 20.  
This total must equal the amount on Worksheet A, column 8, line 27.
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5. On Worksheet B-1, columns 2 through 8, enter on lines 2 through 20 the portion of the
total statistical base over which the expenses of the cost centers are to be allocated. The 
statistical base to be used in each column is cited in the column heading and reflects only those 
statistics applicable to the revenue producing and nonreimbursable cost centers.  Enter in 
columns 2 through 8, line 21, the sum of lines 2 through 20.

6. On Worksheet B-1, columns 2 through 8, line 23, determine the unit cost multiplier by
dividing the amount on line 22 by the total statistics on line 21.  The unit cost multiplier is 
rounded to the nearest six decimal places (e.g., $4,000 ) 15,000 square feet = .2666666 
= .266667).

7. On Worksheet B-1, multiply the appropriate unit cost multipliers computed in step 6 
by the individual cost center statistics in columns 2 through 8.  Enter the resulting amounts in the
corresponding columns and lines of Worksheet B.

8. On Worksheet B, columns 2 through 8, enter on line 21 the sum of the amounts 
computed on lines 2 through 20.  Do not include in these totals the amounts entered on line 1.  
For each column, the amount on line 21 must equal the amount on line 1.

9. On Worksheet B, column 9, lines 2 through 20, enter the sum of columns 1 through 8.

10. On Worksheet B, column 9, line 21, enter the total of lines 2 through 20.  This total 
plus the amount in column 10, line 1, must equal the amount in column 1, line 21.

11. Transfer the total on Worksheet B, column 9, line 21, to Worksheet B-1, column 10, 
line 21.  For cost reporting periods beginning on or after January 1, 2005, transfer the total on 
Worksheet B, column 9, line 21, less the amount on Worksheet B, column 9, line 2 to Worksheet 
B-1, column 10, line 21.

12. On Worksheet B-1, column 10, line 23, determine the unit cost multiplier by dividing 
the amount on line 22 by the amount on line 21.

13. Multiply the unit cost multiplier computed in step 12 by the individual cost center 
amounts on Worksheet B, column 9.  Enter the resulting amounts on Worksheet B, column 10, 
lines 1 through 20.  Enter on line 21 of Worksheet B the total of the amounts thus computed. 
The amount on line 21 must equal the amount on line 1.

14. On Worksheet B, column 11, lines 2 through 16 and lines 17 through 20, enter the 
total of columns 9 and 10.

15. On Worksheet B, column 11, line 16.01, enter the subtotal of lines 2 through 16.

16. On Worksheet B, column 11, line 21, enter the total of lines 16.01 through 20.  The 
amount on line 21 must equal the amount in column 1, line 21.
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17. Transfer the expenses from Worksheet B as follows:

From Worksheet B To

Column 11, line 7 Worksheet C, column 2, line 1
Column 11, line 8 Worksheet C, column 2, line 2
Column 11, line 9 Worksheet C, column 2, line 3
Column 11, line 10 Worksheet C, column 2, line 4
Column 11, line 11 Worksheet C, column 2, line 5
Column 11, line 12 Worksheet C, column 2, line 6
Column 11, line 13 Worksheet C, column 2, line 7
Column 11, line 14 Worksheet C, column 2, line 8
Column 11, line 15 Worksheet C, column 2, line 9
Column 11, line 16 Worksheet C, column 2, line 10

The totals in column 11, lines 2 through 6 and lines 17 through 20, are not transferred because 
only the figures for the reimbursable cost centers are transferred to Worksheet C.
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3412. WORKSHEET C - COMPUTATION OF AVERAGE COST PER TREATMENT

This worksheet records the apportionment of total costs to the types of dialysis treatment 
furnished by you and shows the computation of expenses of dialysis items and services that you 
furnished to Medicare dialysis patients.  This information is used for overall program evaluation,
determining the appropriateness of program reimbursement rates, and meeting statutory 
requirements of determining the cost of ESRD care.  For cost reporting periods that straddle 
April 1, 2005 where multiple payment rates are applicable for the portion of the cost reporting 
period prior to April 1, 2005, complete a separate Worksheet C for each rate period prior to 
April 1, 2005; and, subscript columns 4 and 6 on the penultimate Worksheet C to report the 
average composite rate for each modality in column 6.01 for services rendered on or after April 
1, 2005.  For cost reporting periods beginning on or after April 1, 2005, complete only one 
Worksheet C as only one average composite rate will apply to each modality.

Column 1.--Enter the total number of treatments/patient weeks by type for all renal dialysis 
patients from your records.  These statistics include all treatments furnished to all patients, both 
Medicare and non-Medicare.

Column 2.--Enter the total cost transferred from Worksheet B, column 11, lines 7 through 16.

Column 3.--The amounts entered are determined by dividing the cost entered on each line in 
column 2 by the number of treatments/patient weeks entered on each line in column 1.

Columns 4 through 7.--Refer only to treatments furnished to Medicare beneficiaries that were 
billed to and reimbursed by the program directly.

Column 4.--Enter the number of treatments billed to the Medicare program directly.  Enter on 
lines 9 and 10 the patient weeks.  Obtain this information from your records.  For cost reporting 
periods which straddle April 1, 2005, subscript this column by adding column 4.01 to identify 
total treatments rendered on or after April 1, 2005.  Enter in column 4 the total number of 
treatments rendered prior to April 1, 2005.  For cost reporting periods beginning on or after 
April 1, 2005, eliminate column 4.01 and enter all treatments in column 4.

Column 5.--The amounts entered are determined by multiplying the number of treatments or 
patient weeks by the average cost per treatment entered on each corresponding line in column 3. 
Transfer the total from column 5, line 11, to Worksheet D, line 1.  For cost reporting periods 
which straddle April 1, 2005, enter the result of column 3 times the sum of columns 4 and 4.01.

Column 6.--Enter your Medicare program payment rates by type of treatment for the cost 
reporting period.  If your cost reporting period covers a time when you had more than one rate 
for a particular treatment type (e.g., the composite rate may have been updated or an exception 
amount approved during the period), complete a separate Worksheet C to calculate the total 
payment for each composite rate.  When you complete a separate Worksheet C because more 
than one payment rate was in effect during the cost reporting period, also complete a summary 
Worksheet C showing the totals of the separate Worksheet Cs.  Do not complete column 6 on the
summary Worksheet C.  However, complete columns 4, 5, and 7, which consist of the sum of 
the respective amounts computed on the separate Worksheet C for each payment rate.  For cost 
reporting periods which straddle April 1, 2005, subscript this column by adding column 6.01 
and enter the average composite rate by type of treatment for services rendered on or after April 
1, 2005.  Enter in column 6 the standard payment rate for services rendered prior to April 1, 
2005.  For cost reporting periods beginning on or after April 1, 2005, eliminate column 6.01 
and enter all average composite rates in column 6.

The ESRD composite payment rate is an average payment calculated based on the total 
Medicare payments (by type of treatment) divided by the total corresponding ESRD treatments.  
For example, the total Medicare payment for Hemo Dialysis is divided by the total ESRD Hemo 
Dialysis treatments.  For cost reporting periods which straddle April 1, 2005, columns 4 and 6 
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subscripted. (See CR 3720 dated February 18, 2005.)

When the facility reports only one payment rate, enter the rate in column 6.

Column 7.--The amounts entered are determined by multiplying the number of treatments or 
patient weeks entered on each line in column 4 by the payment rate entered on each 
corresponding line in column 6.  For cost reporting periods which straddle April 1, 2005, add 
results of column 4 times column 6 and column 4.01 times column 6.01.

Lines 9 and 10.--Report CAPD and CCPD in terms of weeks.  Patient weeks are computed by 
totaling the number of weeks each patient dialyzed at home by CCPD and/or CAPD.  Obtain this
information from your records.

3413. WORKSHEET D - CALCULATION OF REIMBURSABLE BAD DEBTS - TITLE
XVIII, PART B

Under the composite rate system, the intermediary pays the facility its allowable ESRD bad 
debts, up to the facility’s reasonable costs as determined under Medicare principles.  Allowable 
bad debts must relate to specific Medicare deductibles and coinsurance amounts.  If you have 
completed more than one Worksheet C, make a consolidated bad debt computation.

Line 1.--Enter the amount from Worksheet C, column 5, line 11.  If you have completed more 
than one Worksheet C, enter the sum of the total from each Worksheet C, column 5, line 11.

Line 2.--Enter the amount from Worksheet C, column 7, line 11, minus any applicable Part B 
deductibles.  This represents the total reimbursement due to you which includes program 
payment plus the beneficiaries’ liabilities for deductible and coinsurance amounts.  It is equal to 
the sum of the number of Medicare treatments furnished, by mode of treatment, times the 
respective rate by mode.  If you have completed more than one Worksheet C, enter the sum of 
the total from each Worksheet C, column 7, line 11.

Line 3.--Enter 80 percent of the amount on line 2.

Line 4.--Enter the amount on line 1 minus the amount on line 3.

Line 5.--Enter the amount shown in your records for deductibles and coinsurance billed to 
Medicare (Part B) patients.  The deductibles and coinsurance only include the amounts relative 
to the expenses and payments listed on lines 1 and 2 that apply to Medicare beneficiaries under 
the composite payment rate.  These amounts, at a minimum, should be 20 percent of the 
payment due on line 2.

Line 6.--To determine the amount to be entered on this line, you must determine what amount of
the figure entered on line 5 is uncollectible.  After determining the uncollectible amount, reduce 
any amount recovered during the cost reporting period covered by this report that had been 
uncollectible in a cost reporting period prior to the period covered by this report.  The resulting 
amount is then entered on line 6.

Line 7.--Subtract the amount on line 6 from the amount on line 5 and enter the result.

Line 8.--Subtract the amount on line 7 from the amount on line 4 and enter the difference.  If the
amount on line 7 exceeds the amount on line 4, do not complete line 9.

Line 9.--Enter the lesser of the amount on line 6 or the amount on line 8.

Line 9.01--Enter the gross reimbursable bad debts for dual eligible beneficiaries.  This amount 
is reported for statistical purposes only.  This amount must also be included in the amount on 



line 9, i.e., line 9.01 is a subset of line 9.  (1/1/2005b)
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