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4017. WORKSHEET A-8-1 - STATEMENT OF COSTS OF SERVICES FROM RELATED 

ORGANIZATIONS AND HOME OFFICE COSTS 
 
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 the hospital by organizations 
related to you or costs associated with the home office.  In addition, it shows certain information 
concerning the related organizations with which you have transacted business as well as home 
office costs.  (See CMS Pub. 15-1, chapter 10, and §2150, respectively.) 
 
Part A--Cost applicable to home office costs, services, facilities, and supplies furnished by 
organizations related to you by common ownership or control are includable in your allowable 
cost at the cost to the related organizations.  However, such cost must not exceed the amount a 
prudent and cost-conscious buyer pays for comparable services, facilities, or supplies that are 
purchased elsewhere.  Costs for services provided by a home office or related party, including 
employee or contract labor, must be assigned to the most closely matched cost centers on 
Worksheet A (lines 4 through 17).  When portions of home office or related party costs, including 
employee or contract labor costs, pertain to more than A&G, assign the applicable costs to the 
corresponding most closely matched cost centers on lines 4 through 17 of Worksheet A.  For 
example, if the home office cost included contracted housekeeping services, the contract labor 
costs must be reported on Worksheet A, line 9, and reflected on Worksheet A-8-1, referencing 
Worksheet A, line 9, in column 1. 
 
Columns 1, 2, and 3--Enter in columns 1 and 3, respectively, the Worksheet A line number and 
specific expense category from your books and/or records associated with the acquisition of 
services, facilities, and/or supplies from related organizations.  Column 2 (Worksheet A cost 
center description) is automatically completed based on the cost center in column 1.  
 
Column 4--Enter the allowable cost from the books and/or records of the related organization 
which includes only the actual cost incurred by the related organization for services, facilities, 
and/or supplies and excludes any markup, profit or amounts that otherwise exceed the acquisition 
cost of such items. 
 
Column 5--Enter the amount included on Worksheet A for services, facilities, and/or supplies 
acquired from related organizations. 
 
Column 6--Enter the result of column 4 minus column 5. 
 
Column 7--Enter the specific column of Worksheet A-7, Part III, columns 9 through 14, impacted 
by the adjustment. 
 
Part B--Use this part to show your relationship to organizations for which transactions were 
identified in Part A.  Show the requested data relative to all individuals, partnerships, corporations, 
or other organizations having either a related interest to you, a common ownership with you, or 
control over you as defined in CMS Pub. 15-1, chapter 10, in columns 1 through 6, as appropriate. 
 
Complete only those columns which are pertinent to the type of relationship which exists. 
 
Columns 1 and 2--Enter in column 1, the appropriate symbol which describes your relationship to 
the related organization.  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 indicated in column 2 or the organization indicated in column 4 has a 
financial interest in you, enter the percent of ownership as a ratio. 
 
Column 4--Enter the name of the related corporation, partnership, or other organization. 
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Column 5--If you or the individual indicated in column 2 has a financial interest in the related 
organizations, enter the percent of ownership in such organization as a ratio. 
 
Column 6--Enter the type of business in which the related organization engages (e.g., medical 
drugs and/or supplies, laundry and linen service). 
 
4018. WORKSHEET A-8-2 - PROVIDER-BASED PHYSICIAN ADJUSTMENTS 
 
In accordance with 42 CFR 413.9, 42 CFR 415.55, 42 CFR 415.60, 42 CFR 415.70, and 
42 CFR 415.102(d), you may claim as allowable cost only those costs which you incur for 
physician services that benefit the general patient population of the provider or which represent 
availability services in a hospital emergency room under specified conditions.  (See 
42 CFR 415.150 and 42 CFR 415.164 for an exception for teaching physicians under certain 
circumstances.)  42 CFR 415.70 imposes limits on the amount of physician compensation which 
may be recognized as a reasonable provider cost. 
 
Worksheet A-8-2 provides for the computation of the allowable provider-based physician cost you 
incur.  42 CFR 415.60 provides that the physician compensation paid by you must be allocated 
between services to individual patients (professional services), services that benefit your patients 
generally (provider services).  Effective for cost reporting periods ending on or after 
October 1, 2021, any nonreimbursable services such as research must be reported in the designated 
nonreimbursable cost center and not included on this worksheet.  Effective for cost reporting 
periods ending prior to October 1, 2021, if nonreimbursable costs such as research are included in 
column 3 those costs must also be included in column 4 as professional services in order to be 
properly removed from Worksheet A.  Only provider services are reimbursable to you through the 
cost report.  This worksheet also provides for the computation of the RCE limits required by 
42 CFR 415.70.  The methodology used in this worksheet applies the RCE limit to the total 
physician compensation attributable to provider services reimbursable on a reasonable cost basis.  
Enter the total provider-based physician adjustment for personal care services and RCE limitations 
applicable to the compensation of provider-based physicians directly assigned to or reclassified to 
general service cost centers.  RCE limits are not applicable to a medical director, chief of medical 
staff, or to the compensation of a physician employed in a capacity not requiring the services of a 
physician, e.g., controller.  RCE limits also do not apply to CAHs; however, the professional 
component must still be removed on this worksheet.  CAHs need only complete columns 1 
through 5 and 18. 
 
NOTE: 42 CFR 415.70(a)(2) provides that limits established under this section do not apply to 

costs of physician compensation attributable to furnishing inpatient hospital services paid 
for under the PPS implemented under 42 CFR 412. 

 
Limits established under this section apply to inpatient services subject to the TEFRA rate of 
increase ceiling (see 42 CFR 413.40), outpatient services for all titles, and to title XVIII, Part B 
inpatient services. 
 
Since the methodology used in this worksheet applies the RCE limit in total, make the adjustment 
required by 42 CFR 415.70(a)(2) on Worksheet C, Part I.  Base this adjustment on the RCE 
disallowance amounts entered in column 17 of Worksheet A-8-2. 
 
Where several physicians work in the same department, see CMS Pub. 15-1, chapter 21, 
§2182.6C, for a discussion of applying the RCE limit in the aggregate for the department versus 
on an individual basis to each of the physicians in the department. 
 
NOTE: The RCEs are not applied to Medicare nonreimbursable or Medicare non-certified areas 

of the hospital and the adjustments generated from this worksheet for physician 
compensation are limited to the cost centers on Worksheet A, lines 4 through 41, 43, 50 
through 78, 90 through 99, 102, 105 through 111, and 115, and subscripts as allowed. 
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