
the election, the individual resumes normal Medicare coverage and any services provided 
by the HCPP will be reimbursed in the usual manner. 

70.3 - Medicare as Secondary Payer 

(Rev. 30, 09-05-03) 

Medicare does not pay the HCPP for covered services for which Medicare is the 
secondary payer.  For more information on Medicare as secondary payer, see Chapter 18 
Subchapter B, and/or 42 CFR 411. 

80 - Financial Records, Statistical Data, and Cost Finding 

(Rev. 30, 09-05-03) 

The cost-based HCPP must maintain sufficient and adequate financial and statistical 
records for CMS to make proper determinations of the costs incurred by the HCPP in 
furnishing services, either directly or through arrangements, to its Medicare enrollees.  
The records must be retained for a period of at least 3 years following the issuance of a 
Notice of Program Reimbursement (NPR). 

90 - Accounting Standards 

(Rev. 30, 09-05-03) 

The HCPP's records must be capable of verification by qualified auditors and properly 
reflect all direct and indirect costs claimed by the HCPP under the agreement.  This 
means that the HCPP's cost data must be based on an approved method of cost finding 
and on the accrual basis of accounting.  However, if an HCPP is owned and operated by a 
Federal, state, or local government agency and operates on a cash basis of accounting, 
CMS accepts cost data on this basis, subject to appropriate treatment of capital 
expenditures. 

90.1 - Accrual Basis of Accounting 

(Rev. 30, 09-05-03) 

Under the accrual basis of accounting, revenue is recorded in the period when it is 
earned, regardless of when it is collected, and expenditures for expense and asset items 
are recorded in the period in which they are incurred, regardless of when they are paid. 

90.2 - Cash Basis of Accounting 

(Rev. 30, 09-05-03) 

Under the cash basis of accounting, revenues are recognized only when cash is received 
and expenditures for expense and asset items are not recorded until cash is disbursed for 
them. 

http://www.access.gpo.gov/nara/cfr/waisidx_02/42cfr411_02.html


100 - Adequate and Sufficient Records  

(Rev. 30, 09-05-03) 

Cost data developed by an HCPP must be current, accurate, and in sufficient detail for 
CMS to make a proper determination of the HCPP's costs.  Records must be maintained 
in a consistent manner from one reporting period to another.  However, a proper regard 
for consistency need not preclude a desirable change in accounting procedures if the 
HCPP makes a full disclosure to CMS of the significant changes in advance and secures 
approval for the change. 

At a minimum, the following financial records/information must be maintained: 

• Matters of ownership, organization, and operation of the HCPP's financial, 
medical, and other record keeping systems; 

• Financial statements for the current and prior three reporting periods (this will 
include such things as management letter comments and access to related 
workpapers); 

• Federal income tax or information returns for the current and prior three reporting 
periods; 

• Asset acquisition documents and leases; 

• Agreements, contracts, and subcontracts; 

• Franchise, marketing, and management agreements; 

• Schedules of charges for the HCPP's fee-for-service patients; 

• Records pertaining to costs of operations; 

• Amounts of income received by source and payment; 

• Cash flow statements; 

• Any financial reports filed with other Federal programs or state authorities; and 

• Minutes from the Board of Directors' meetings taking place during the reporting 
period. 

 


