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▪ The panel will address frequently asked questions 

(FAQs) regarding the impact for hospitals from adopting 

the new revenue recognition standard and the change in 

reporting of bad debt

Objective
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Why did the Financial Accounting Standards 

Board (FASB) change the reporting of 

revenue for hospitals?
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Where did my bad debts go?
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A Brief History of Healthcare Bad Debts

Source: American Institute of Certified Public Accountants 

(1972)
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Source: Financial Accounting Standards Board 

of the Financial Accounting Foundation 

A Brief History of Healthcare Bad Debts
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A Brief History of Healthcare Bad Debts

Source: Financial Accounting 

Standards Board of the Financial 

Accounting Foundation 
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A Brief History of Healthcare Bad Debts

Source: American Institute of 

Certified Public Accountants



Page 13

Gross charges 15,000$             

Contractual adjustments:

  Discounts (EXPLICIT PRICE CONCESSION) (5,000)                

Adjusted net revenue 10,000               

Third-party payment (8,000)                

Due from patient 2,000                 

IMPLICIT PRICE CONCESSION (1,500)                

Expected payment 500$                  

A Brief History of Healthcare Bad Debts
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A Brief History of Healthcare Bad Debts

Previous New

Net patient service revenue 10,000$             8,500$               

($8,000 + $500)

Estimated provision for Bad Debts (1,500)                

Net patient service revenue, less estimated

  provision for bad debts 8,500$               

Financial Statements
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Isn’t healthcare unique?

Why a need to change?

Question
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Is it possible that a hospital could still 

report some bad debt expense that 

does not meet the definition of an 

“implicit price concession?”

Question
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Can you explain the difference 

between charity care vs. implicit price 

concessions vs. bad debt?

Question
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With the new revenue recognition standard, 

hospitals no longer report as much bad debt 

on the GAAP-basis financial statements.

Does this make it more difficult for a 

hospital to demonstrate the full benefit they 

impart on their respective communities?

Question
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Do you agree with the point of view 

that some in the industry have that 

would say an implicit price concession 

is an irrelevant amount because it

is based on chargemaster rates,

which are “artificial?”

Question
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Do you think it is appropriate for 

hospitals to continue to record bad 

debt expense on their internal financial 

statements for tracking and internal 

decision-making purposes?

Question
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Have you heard of any plans to update 

Schedule H of Form 990, which 

currently asks hospitals to report

bad debt expense?

Question
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Are there any implications from the change 

in reporting of bad debts in the financial 

statements on the cost report?

Question
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Given that bad debt has been replaced

with implicit price concessions for

financial reporting purposes, how can 

hospitals track and report “bad debts”

for cost reporting purposes?

Question
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Do you anticipate any future changes

in the reporting of bad debt in cost

reports given the changes in the

financial reporting of bad debt?

Question
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Thank You!
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