
     

Cost Report Errors Can Be Costly! 
 

At the end of the annual cost reporting period, RHCs must submit a report to their Medicare 
Administrative Contractor (MAC) that includes actual allowable costs and actual visits for RHC 
services for the reporting period and any other information that may be required.  Cost reports are 
due 5 months after the close of the clinic’s fiscal year.  For clinics with a standard calendar year 
end, the cost report is due May 31.   
 
Once the cost report is received, the MAC will:  

• Perform an initial review and issue a tentative settlement 
• Audit the cost report 
• Determine the final rate for the period. 
• Calculate the year-end reconciliation based on actual costs, the number of Medicare visits, 

and payments made to the practice during the year. 
 
If total Medicare payments exceed the allowable costs, the provider must pay back the difference.  
If total Medicare payments are less than the allowable costs, Medicare will make an additional 
payment to the provider.  Both the final rate and the interim rate are also subject to screening 
guidelines for evaluating the reasonableness of the RHC’s productivity, and payment limits.   
 
We cannot emphasize enough the importance of getting expert advice in completing the cost 
report, since accuracy can have significant financial impact on the year-end cost reconciliation 
report.  While it is possible for individual practices without significant experience to complete the 
cost report, in many instances there are multiple errors that occur, often to the financial detriment 
of the clinic.   
 
Expert advice should be from individuals with experience with cost reports and specifically with the 
CMS-222 (or Schedule M) Cost Report, as it relates to issues such as calculation of FTE, 
reassignment of costs, and the completion of an independent or provider-based RHC Cost Report.  
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