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Purpose: This tool is intended to help hospitals understand the key areas of the Medicare cost report (MCR) 
that HRSA reviews when determining hospital eligibility for the 340B Program.  

Background: HRSA uses a hospital’s Medicare cost report to validate parent hospital (covered entity) and off-
site outpatient facility (child site) 340B Program eligibility during 340B Program registration, reinstatements, 
recertification, and program audits. This tool outlines areas of the MCR that are used to verify hospital:  

 CMS provider information  
 Eligibility as a 340B covered entity  
 Off-site outpatient facility eligibility for child site registration  
 Entity-owned pharmacy eligibility as a shipping address 

Medicare Cost Report Worksheets  

 
1 Section 340B of the Public Health Service Act, https://www.hrsa.gov/sites/default/files/hrsa/rural-health/phs-act-section-340b.pdf, accessed on 7/14/2022.  

Worksheet Information Used by HRSA  Statutory Requirement or HRSA Guidance 

Worksheet S, 
Parts I, II, & III 

Cost report filing information 
(provider number, dates, signature):   

 Provider CMS Certification 
Number (CCN) (formerly 
known as the Medicare 
Provider Number) 

 Period From____ To____ 
(cost reporting period)  

 Part I – Cost Report Status 
Date, Time (cost report 
filing date and time)  

 Part II – Certification 
(hospital official certification 
statement and encrypted 
signature along with 
encrypted signature stamp 
– wet signature not 
acceptable) 

Section 340B, subsection (a)(4) of the Public Health 
Service Act1 describes the requirements to meet the 
definition of “covered entity,” including CMS hospital 
classifications and information obtained from the most 
recent cost reporting period. 

Worksheet S-2, 
Part I 

Parent hospital information 
(address, control type, and CMS 
designation):  

 Lines 1 and 2 – Hospital 
and Hospital Health Care 
Complex Address  

 Line 21 – Type of Control 
 Line 35 – Indicates CMS 

designation as a Sole 
Community Hospital (SCH) 

 Line 105 – Indicates CMS 
designation as a Critical 
Access Hospital (CAH) 

Section 340B, subsections (a)(4)(L)(i), (M), (N), and (O) 
of the Public Health Service Act describes the 340B 
eligibility requirement for a hospital to be: 

Owned or operated by a unit of State or local government, 

A public or private non-profit corporation which is formally 
granted governmental powers by a unit of State or local 
government, OR 

A private non-profit hospital which has a contract with a 
State or local government to provide health care services 
to low-income individuals who are not entitled to benefits 
under Medicare or Medicaid 
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The images within Appendix A below provide additional details about what HRSA looks for when reviewing a hospital’s 
Medicare cost report. Appendix B provides an example of how to use the hospital’s Medicare cost report to identify the 
necessary values to input into 340B OPAIS during a child site registration. 

 
2 Health Resources and Services Administration (HRSA) 340B Program Hospital Registration Instructions, updated 2/11/2019, 
https://www.hrsa.gov/sites/default/files/hrsa/opa/hospital-registration-instruction-details.pdf, accessed on 7/14/2022. 
3 Health and Human Services (HHS) Notice Regarding Section 602 of the Veterans Health Care Action of 1992 Outpatient Hospital Facilities, Fed Reg. 
Vol 59, No. 180, September 19, 1994, https://www.hrsa.gov/sites/default/files/hrsa/opa/outpatient-hospital-facilities-09-1994.pdf, accessed on 7/14/2022. 

Worksheet Information Used by HRSA  Statutory Requirement or HRSA Guidance 

 Line 116 – Indicates CMS 
designation as a Rural 
Referral Center (RRC) 

Additional supporting documentation may be required to 
confirm the hospital meets one of the three eligibility 
criteria above.   

Examples of additional supporting documentation 
confirming the above requirements are outlined in 
HRSA’s 340B Program Hospital Registration 
Instructions2. 

Worksheet E, 
Part A 

Hospital’s disproportionate share 
hospital percentage (DSH%)  

 Line 33 – Allowable 
disproportionate share 
percentage 

 

Section 340B, subsections (a)(4)(L)(ii), (M), and (O) of 
the Public Health Service Act describe the minimum 
disproportionate share adjustment percentage (%) 
required for each hospital covered entity type: 

 DSH, CAN, and PED: DSH% > 11.75% 
 SCH and RRC: DSH% ≥ 8% 

The above requirements are confirmed in HRSA’s 340B 
Program Hospital Registration Instructions. In 
addition, children’s hospitals (PED) that file a Medicare 
cost report may use the data within Worksheet S-3 to 
calculate their DSH% (Worksheet S-3, Part I, lines 2 and 
14 may be used to calculate the Disproportionate Patient 
Percentage [DPP]).   

Worksheet A Expenses for hospital cost centers: 

 Column 7 – Net Expenses 
for Allocation 

 
 

HRSA’s 1994 Outpatient Hospital Facilities 
Guidelines3 state that off-site outpatient facilities must be 
listed as reimbursable on the hospital’s most recently filed 
Medicare cost report and have associated outpatient 
expenses and charges in order to be eligible to register for 
the 340B Program as a child site. 

Worksheet C Charges for hospital cost centers:  

 Column 7 – Charges / 
Outpatient 

HRSA’s 340B Program Hospital Registration 
Instructions state that “if the costs and charges from 
more than one clinic, service or facility are rolled up to a 
single cost center, you will need the specific costs and 
charges from the working trial balance” for registration. 
See Appendix A for an example of a trial balance, and 
Appendix B for an example of how to register multiple 
departments that role up to a single line on the cost report 
as separate child sites. 
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Worksheet S, Parts I, II, & III 

 

 

Only sites billing using this 
provider CCN may be 
registered as child sites 
under this parent hospital. 

This is the “official” cost report filing 
date and time and governs when a 
hospital and off-site outpatient 
facilities can be registered or will be 
terminated. 

The Hospital Chief Financial Officer or 
Administrator must use an encrypted 
signature for Worksheet certification (wet 
signature not sufficient).  The encrypted 
signature date and time must match the 
date/time prepared on all worksheets. 

Note: Certain facility types are identified by the 
following numbering convention in their provider 
CCN:  

 Childrens (PED): ##-33## 
 Critical Access (CAH): ##-13## 

The cost reporting period should 
represent the most recently 
completed period and all worksheets 
must be for the same cost reporting 
period. 
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Worksheet S-2, Part I 

 

 

 

 

 

 

 

 

This is the address of the parent hospital.  
Any service with a different physical 
address needs to be individually registered 
as a child site on 340B OPAIS. 

The type of control is taken from the CMS 
Hospital Cost Report Information System 
(HCRIS) and indicates the hospital’s 
classification or designation.  Control type 
options for line 21 are listed here.  Control 
types 3-6 are not eligible to register for the 
340B Program.  
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Worksheet S-2, Part I (continued)

There are a few lines that identify specific 
types of hospitals (i.e., CMS designation):  

 Line 35: SCH 
 Line 105: CAH 
 Line 116: RRC 
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Worksheet E, Part A 

 

Line 33 indicates the hospital’s 
disproportionate share adjustment 
percentage (DSH%).  All hospitals (except 
for CAH) need to meet a minimum DSH% 
threshold to be eligible for the 340B 
Program.  
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Worksheet A 

 

Worksheet C 

Lines 50-118 are potentially reimbursable by 
Medicare.   

HRSA will verify that the reimbursable line 
has a net expense in order to register for 
the 340B Program as a child site of the 
hospital. 

50-
118 

Lines 190 and above represent nonreimbursable cost 
centers.  190+ 
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Reimbursable clinics (lines 50-118) must 
also show outpatient charges in order to 
register for the 340B Program as a child site 
of the hospital. 
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Appendix A: Example Trial Balance 

 

  

Dept ID Dept Name Cost Report Line Salaries/Wages Other Expenses Total Expenses Inpatient Revenue Outpatient Revenue Total Revenue
OR0121 Operating Room 50.00 50,000.00$          35,000.00$         85,000.00$          127,500.00$              148,750.00$                 276,250.00$        
OR0122 Pre Op 50.00 25,000.00$          18,000.00$         43,000.00$          64,500.00$                75,250.00$                    139,750.00$        
OR0123 PACU 50.00 28,000.00$          20,000.00$         48,000.00$          72,000.00$                84,000.00$                    156,000.00$        

Subtotal 103,000.00$        73,000.00$         176,000.00$        Subtotal 264,000.00$              308,000.00$                 572,000.00$        

RD0221 Diagnostic Radiology 54.00 40,000.00$          15,000.00$         55,000.00$          68,750.00$                82,500.00$                    151,250.00$        
RD0222 Xray 54.00 40,000.00$          15,000.00$         55,000.00$          68,750.00$                82,500.00$                    151,250.00$        

Subtotal 80,000.00$          30,000.00$         110,000.00$        Subtotal 137,500.00$              165,000.00$                 302,500.00$        

HC0321 Internal Medicine Clinic - Hospital 90.00 500,000.00$        75,000.00$         575,000.00$        -$                             1,150,000.00$              1,150,000.00$    
HC0322 Family Practice Clinic - Hospital 90.00 450,000.00$        67,500.00$         517,500.00$        -$                             1,035,000.00$              1,035,000.00$    
HC0323 Pediatrics Clinic - Hospital 90.00 375,000.00$        56,250.00$         431,250.00$        -$                             862,500.00$                 862,500.00$        
HC0324 Pain Clinic - Hospital 90.00 675,000.00$        101,250.00$       776,250.00$        -$                             1,552,500.00$              1,552,500.00$    
HC0325 Dermatology Clinic - Hospital 90.00 750,000.00$        112,500.00$       862,500.00$        -$                             1,725,000.00$              1,725,000.00$    
HC0326 Cardiology Clinic - Hospital 90.00 875,000.00$        131,250.00$       1,006,250.00$    -$                             2,012,500.00$              2,012,500.00$    
HC0327 Neurology Clinic - Hospital 90.00 888,000.00$        133,200.00$       1,021,200.00$    -$                             2,042,400.00$              2,042,400.00$    
HC0328 Gastroenterology Clinic - Hospital 90.00 809,000.00$        121,350.00$       930,350.00$        -$                             1,860,700.00$              1,860,700.00$    

Subtotal 5,322,000.00$    798,300.00$       6,120,300.00$    Subtotal -$                             12,240,600.00$           12,240,600.00$  

OC0421 Opthalmology Clinic - Offsite 90.01 872,000.00$        130,800.00$       1,002,800.00$    -$                             2,206,160.00$              2,206,160.00$    
OC0422 Rheumatology Clinic - Offsite 90.01 815,000.00$        122,250.00$       937,250.00$        -$                             2,061,950.00$              2,061,950.00$    
OC0423 OB/GYN Clinic - Offsite 90.01 789,000.00$        118,350.00$       907,350.00$        -$                             1,996,170.00$              1,996,170.00$    
OC0424 Neurology Clinic - Offsite 90.01 857,000.00$        128,550.00$       985,550.00$        -$                             2,168,210.00$              2,168,210.00$    
OC0425 Dermatology Clinic - Offsite 90.01 775,000.00$        116,250.00$       891,250.00$        -$                             1,960,750.00$              1,960,750.00$    
OC0426 Gastroenterology Clinic - Offsite 90.01 799,000.00$        119,850.00$       918,850.00$        -$                             2,021,470.00$              2,021,470.00$    

Subtotal 4,907,000.00$    736,050.00$       5,643,050.00$    Subtotal -$                             12,414,710.00$           12,414,710.00$  

Total 10,412,000.00$  1,637,350.00$   12,049,350.00$  Total 401,500.00$              25,128,310.00$           25,529,810.00$  

Worksheet A Worksheet C
FY2021 Trial Balance
7/1/2020-6/30/2021

The Trial Balance itemizes individual departments that 
operate under a single line on the MCR.  It is common to 
have many departments under line 90.00, as it represents 
the clinics integral to the hospital.  In order to register for 
the 340B Program, each department must have expenses 
and outpatient revenue.   
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Appendix B: Registration Example – Multiple Departments Rolling up to a Single Line on the MCR  

A covered entity recently opened a Cardiology, Neurology, and Gastroenterology clinic within the four walls of the hospital.  These 
clinics newly appear on the most recently filed MCR under line 90.00 (departments HC0326, HC0327, and HC0328 in the example 
trial balance above).  The covered entity would like to register these clinics on 340B OPAIS during the next quarterly 340B 
registration period.   

Example: Cardiology Clinic – Hospital registration 

Step 1: Identify the Net Expenses for Allocation for line 90.00 from Worksheet A, Column 7, and input into the “Net Expenses 
(Worksheet A)” field within the “Cost Center Information” box on 340B OPAIS during registration.  

$6,120,300.00 

$6,120,300.00 



Understanding the Medicare Cost Report 
 
 
 

Page 11 
                                            340B Prime Vendor Program | 888.340.BPVP (2787) | apexusanswers@340Bpvp.com | www.340Bpvp.com  

© 2023 Apexus LLC.  All rights reserved.                                                                                                                                                                                                                                                                       04252023                      

Step 2: Identify the Outpatient Charges for line 90.00 from Worksheet C, Column 7, and input into the “Outpatient Charges (Worksheet C)” 
field within the “Cost Center Information” box on 340B OPAIS during registration. 

 

 

 

 

 

 

 

$6,120,300.00 

$12,240,600.00 

$12,240,600.00 
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Step 3a: Identify the Total Expenses for the specific department from the Expense trial balance and input into the “Specific “Service/Clinic 
Cost (Trial Balance)” field within the “Cost Center Information” box on 340B OPAIS during registration. 

Step 3b: Identify the Outpatient Revenue for the specific department from the Revenue trial balance and input into the “Specific 
Service/Clinic Outpatient Revenue (Trial Balance)” field within the “Cost Center Information” box on 340B OPAIS during registration.  

 

 

 

 

 

 

 

 

 

Dept ID Dept Name Cost Report Line Salaries/Wages Other Expenses Total Expenses Inpatient Revenue Outpatient Revenue Total Revenue
HC0321 Internal Medicine Clinic - Hospital 90.00 500,000.00$        75,000.00$         575,000.00$        -$                             1,150,000.00$              1,150,000.00$    
HC0322 Family Practice Clinic - Hospital 90.00 450,000.00$        67,500.00$         517,500.00$        -$                             1,035,000.00$              1,035,000.00$    
HC0323 Pediatrics Clinic - Hospital 90.00 375,000.00$        56,250.00$         431,250.00$        -$                             862,500.00$                 862,500.00$        
HC0324 Pain Clinic - Hospital 90.00 675,000.00$        101,250.00$       776,250.00$        -$                             1,552,500.00$              1,552,500.00$    
HC0325 Dermatology Clinic - Hospital 90.00 750,000.00$        112,500.00$       862,500.00$        -$                             1,725,000.00$              1,725,000.00$    
HC0326 Cardiology Clinic - Hospital 90.00 875,000.00$        131,250.00$       1,006,250.00$    -$                             2,012,500.00$              2,012,500.00$    
HC0327 Neurology Clinic - Hospital 90.00 888,000.00$        133,200.00$       1,021,200.00$    -$                             2,042,400.00$              2,042,400.00$    
HC0328 Gastroenterology Clinic - Hospital 90.00 809,000.00$        121,350.00$       930,350.00$        -$                             1,860,700.00$              1,860,700.00$    

Subtotal 5,322,000.00$    798,300.00$       6,120,300.00$    Subtotal -$                             12,240,600.00$           12,240,600.00$  

Worksheet A Worksheet C
FY2021 Trial Balance
7/1/2020-6/30/2021

$1,006,250.00 

$2,012,500.00 

$6,120,300.00 

$12,240,600.00 
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Repeat steps 1-3 to register the Neurology and Gastroenterology clinics, using same information from Worksheet A, Column 7, line 90.00; 
Worksheet C, Column 7, line 90.00; and the department-specific Total Expenses and Outpatient Revenue from the trial balances. Each 
department that is registered should have unique values entered into the “Specific “Service/Clinic Cost (Trial Balance)” and “Specific 
Service/Clinic Outpatient Revenue (Trial Balance)” fields in 340B OPAIS during registration.  

Example: Neurology Clinic – Hospital  

 

Example: Gastroenterology Clinic – Hospital  

 

Dept ID Dept Name Cost Report Line Salaries/Wages Other Expenses Total Expenses Inpatient Revenue Outpatient Revenue Total Revenue
HC0321 Internal Medicine Clinic - Hospital 90.00 500,000.00$        75,000.00$         575,000.00$        -$                             1,150,000.00$              1,150,000.00$    
HC0322 Family Practice Clinic - Hospital 90.00 450,000.00$        67,500.00$         517,500.00$        -$                             1,035,000.00$              1,035,000.00$    
HC0323 Pediatrics Clinic - Hospital 90.00 375,000.00$        56,250.00$         431,250.00$        -$                             862,500.00$                 862,500.00$        
HC0324 Pain Clinic - Hospital 90.00 675,000.00$        101,250.00$       776,250.00$        -$                             1,552,500.00$              1,552,500.00$    
HC0325 Dermatology Clinic - Hospital 90.00 750,000.00$        112,500.00$       862,500.00$        -$                             1,725,000.00$              1,725,000.00$    
HC0326 Cardiology Clinic - Hospital 90.00 875,000.00$        131,250.00$       1,006,250.00$    -$                             2,012,500.00$              2,012,500.00$    
HC0327 Neurology Clinic - Hospital 90.00 888,000.00$        133,200.00$       1,021,200.00$    -$                             2,042,400.00$              2,042,400.00$    
HC0328 Gastroenterology Clinic - Hospital 90.00 809,000.00$        121,350.00$       930,350.00$        -$                             1,860,700.00$              1,860,700.00$    

Subtotal 5,322,000.00$    798,300.00$       6,120,300.00$    Subtotal -$                             12,240,600.00$           12,240,600.00$  

Worksheet A Worksheet C
FY2021 Trial Balance
7/1/2020-6/30/2021

Dept ID Dept Name Cost Report Line Salaries/Wages Other Expenses Total Expenses Inpatient Revenue Outpatient Revenue Total Revenue
HC0321 Internal Medicine Clinic - Hospital 90.00 500,000.00$        75,000.00$         575,000.00$        -$                             1,150,000.00$              1,150,000.00$    
HC0322 Family Practice Clinic - Hospital 90.00 450,000.00$        67,500.00$         517,500.00$        -$                             1,035,000.00$              1,035,000.00$    
HC0323 Pediatrics Clinic - Hospital 90.00 375,000.00$        56,250.00$         431,250.00$        -$                             862,500.00$                 862,500.00$        
HC0324 Pain Clinic - Hospital 90.00 675,000.00$        101,250.00$       776,250.00$        -$                             1,552,500.00$              1,552,500.00$    
HC0325 Dermatology Clinic - Hospital 90.00 750,000.00$        112,500.00$       862,500.00$        -$                             1,725,000.00$              1,725,000.00$    
HC0326 Cardiology Clinic - Hospital 90.00 875,000.00$        131,250.00$       1,006,250.00$    -$                             2,012,500.00$              2,012,500.00$    
HC0327 Neurology Clinic - Hospital 90.00 888,000.00$        133,200.00$       1,021,200.00$    -$                             2,042,400.00$              2,042,400.00$    
HC0328 Gastroenterology Clinic - Hospital 90.00 809,000.00$        121,350.00$       930,350.00$        -$                             1,860,700.00$              1,860,700.00$    

Subtotal 5,322,000.00$    798,300.00$       6,120,300.00$    Subtotal -$                             12,240,600.00$           12,240,600.00$  

Worksheet A Worksheet C
FY2021 Trial Balance
7/1/2020-6/30/2021


