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NEW/REVISED MATERIAL-EFFECTIVE DATE: Cost reporting periods ending on or after
March 31, 1993.

Section 131, Electronic Submission of Hospital Cost Reports, adds guidelines to advise the provider
community that a hard copy of the hospita cost report is no longer required to be submitted to the fisca
intermediary.

NEW/REVISED MATERIAL-EFFECTIVE DATE: Cost reporting periods ending on or after
March 31, 2000.

Section 100, Requirement To File Cost Report, updates the Code of Federa Regulations reference.

Section 102.1, Initid Cost Reporting Period, states that requeststo fileinitid cost reports for more than 13
months must be approved by HCFA Centrd Office.

Section 102.2, Cessation of Participation in Program, states that requests to file a cost report covering a
period up to the effective date of cessation for more than 13 months must be gpproved by HCFA Centrd
Office.

Section 106, Cost Report Due Dates, updates the list of formsissued for provider cost reports.

Section 108, Use of Subgtitute Cost Reporting Forms, requires that any such forms first be approved by
HCFA.

Section 108.1, Conditions Under Which Subdtitutes for Medicare Cost Reporting Forms May Be
Accepted for Use Without HCFA Approval, is deleted.

Section 108.2, Conditions Under Which Subdtitutes for Medicare Cost Reporting Forms Must Be
Submitted to HCFA for Review, is deleted.

Section 108.3, Guiddines on Format Standards for More Sophisticated Cost Finding Methods, is deleted.
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Section 110, Use of Subdtitute Cost Reporting Forms, states that the intermediary may authorize lessthan
afull cost report before the end of the reporting/filing period when a complex provider, induding provider
based components, had low utilization of covered services, unless required to file afull cost report for other
Federd programs.

Section 112, Filing of cost Reports by Providers of Chain Organization or Other Group of Providers adds
Related Rurd Hedlth Clinics to those permitted to file a combined cost report under the 7800 series of
provider numbers.

Section 114, Digtinct Part Cost Reports Must Not Be Filed by Fully Certified SNFs, changes The Office
of the Regiond Director to Administrator.

Section 120, Reduction in Program Payments Under Sequestration, is deleted.

Section 130.1, Generd, changes the cost reporting period ending date from March 31, 1997, to March
31, 2000.

Section 130.3, Request for Delay or Waiver, states that a permanent waiver of eectronic cost reporting
requirements is granted to dl-inclusive rate providers using methods B and E for Medicare cost
goportionment, but if the provider ectsto report dectronicdly, it must be submitted on a HCFA gpproved
vendor system.

Section 132, Electronic Submission of SNF and HHA Cost Reports, adds guiddinesto advise the provider
community that a hard copy of the SNF and HHA cost report is no longer required to be submitted to the
fiscd intermediary and that the ectronic cost report will be consdered the officid cost report, except for
providersthat do not use a HCFA approved vendor system.

DISCLAIMER: Therevison date and transmittal number only appliesto theredlined material.
All other material was previoudy published in the manual and is only being
reprinted.
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09-00 COST REPORTING 102.1

100. REQUIREMENT TO FILE COST REPORTS

Providers of service participating in the Medicare program are required to submit information to achieve
settlement of codts relating to health care services rendered to Medicare beneficiaries [42 U.S.C. 13959
(section 1815(a) of the Socia Security Act]. Regulations state that cost reports "will be required from
providers on an annud basis..."[42 C.F.R. 413.20(b)]. When a provider falsto file atimely cost report,
al interim payments since the beginning of the cost reporting period can be deemed overpayments. (See
Part |, §2413.)

102. COST REPORTING PERIOD

For cost reporting purposes, Medicare requires submission of annua reports covering a 12-month period
of operations based upon the provider's accounting year.

The provider may sdect any annud period for Medicare cost reporting purposes regardless of the reporting
period it uses for other programs. Once a provider has made a sdection and reported accordingly, it is
required thereafter to report annualy for periods ending as of the same date unless the intermediary
approves a change in the provider's reporting period.

A cogt reporting period under the program consiging of one of the following will be considered in
compliance with the reporting periods cited above:

A. Tweve (12) successve cdendar months,

B. Thirteen (13) four-week periodswith an additiond day (two in legp year) added to the last week
or period to make it coincide with the end of the caendar year or month,

C. A reporting period which will vary from 52 to 53 weeks because it must dways end on the same
day of the week (Monday, Tuesday, etc.) and dways end on (1) whatever date this same day of the week
lagt occursin acadendar month, or (2) whatever date this same day of the week fdlswhich is nearest to the
lagt day of the cdendar month, even though this same day fdlsin the first week of the following month. A
new provider beginning operations on January 1, 1974, and entering the program as of that date, could
choose a reporting period beginning with that date and ending, for example, Wednesday, December 25,
1974. This provider's accounting period would end on the same day of the week (Wednesday) and on
whatever date that day of the week last occurs in the find month of the year. Alternatively, the provider
could eect to end itsfirg reporting period on January 1, 1975; this would be based on the eection to end
the period on the same day of the week which is nearest to the last day of the cdendar year, even though
the lagt day fdls in the firs week of the following month. The method sdected must be consgently
followed.

A provider may prepare a short period cost report for part of ayear under the circumstances described
in 88102.1 through 102.3.

Where a provider did not furnish any covered services to Medicare beneficiaries or where it had low
utilization of such services in a reporting period, a full cost report need not be filed. See §110 for an
explanation of this procedure.

Providersin achain organization, or other group of providers, are required to file individua cost reports as
explained in 8112

102.1  Initid Cog Reporting Period.--In order to conform itsinitial Medicare cost reporting period to
the annua reporting period it wishes to use, a provider may be permitted or required under the
circumstances outlined below, to file its first Medicare cost report covering less than or more than a year
(as defined below) of provider operations. The ending date (or day) chosen by the
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102.2 COST REPORTING 09-00

provider for itsinitid reporting period is presumed to be the ending date (or day) the provider dectsfor its
subsequent annual reporting periods.

In the case of anewly congructed provider that enters the Medicare program during itsinitia busnessyear,
and in the case of providers tha re-enter the Medicare program after a change of ownership, provider
operations are consdered to commence for cost reporting purposes when the first patient is admitted as
an inpatient or recelves outpatient services (hospita or SNF), when the firgt visit is rendered (home hedth
agency), or when the first physica thergpy or speech pathology service is rendered (rehabilitation agency,
dinic, public hedth agency). Therefore, a provider'sinitid cost reporting period may not start before the
beginning of the month in which it first renders patient care services which could be covered under the

program.

A. Edablished Providers.--A provider is considered to be an established provider upon its entry
into the Medicare program if it was in operation at least one year prior to the effective date of its
participation. An established provider may fileitsinitiad Medicare cost report covering a period of a least
one month of provider operations under the program, but not to exceed 13 months of operations under the
program. However, any request for a period in excess of 13 months must be approved by HCFA Centra
Office. All requests are mailed to Hedlth Care Financing Adminidration, Divison of Cost Reporting, 7500
Security Boulevard, Batimore, Maryland 21244-1850.

If an established provider wished to report on a calendar year basis and entered the program on July 1,
1977, it could have filed its initid cost report for the period beginning January 1, 1977, and ending
December 31, 1977, or dternatively, for the period beginning July 1, 1977, and ending December 31,
1977.

B. New Providers.--A provider (including a provider that changes ownership) is considered to be
anew provider upon its entry into the program if it enters the program at the inception of or during itsinitid
busnessyear. A new provider may fileitsinitid cost report covering a period of at least one month of
provider operations under the program but not to exceed 13 months of operations under the program.
However, any request for aperiod in excess of 13 months must be approved by HCFA Centrd Office.

If the provider enters the program et the same time that it begins operations, the initid cost reporting period
will begin with the effective date of participation. For example, a hospita that began operations and entered
the program on September 15, 1976, and wished to adopt a reporting period ending date of September
30, must have filed its initid cost reporting covering the period from September 15, 1976, through
September 30, 1977. It could not have filed the report for the 15-day period ending September 30, 1976.

If anew provider wished to report on acaendar year basis, began operations on February 1, 1977, and
entered the program on July 1, 1977, it could have filed its initid cost report for the period beginning
February 1, 1977, and ending December 31, 1977, or, dternatively, for the period beginning July 1, 1977,
and ending December 31, 1977.

If the provider does not begin operations until after the effective date of its entry into the program, the initid
reporting period will begin with the firgt day of the month in which patient care sarvice begins. For example,
a hospital which entered the program effective August 1, 1977, but did not begin delivering patient care
services until September 15, 1977, and wished to adopt a reporting period ending date of September 30,
could havefiled itsinitia cost report covering a period beginning September 1, 1977, and ending on ether
September 30, 1977, or September 30, 1978.

102.2 Cessation of Participation in Program.--

A. Generd.--When a provider ceases to participate in the hedlth insurance program, it must file a cost
report covering a period under the program up to the effective date of cessation of participation
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09-00 COST REPORTING 102.3

in the program. Depending on the circumstances involved in the preparation of the provider's fina cost
report, the provider may file the cost report for a period of not less than 1 month or not more than 13
months. However, any request for a period in excess of 13 months must be approved by HCFA Centrd
Office.

B. Payment for Sarvices After A Provider Ceases to Participate in the Program (Termination,
Expiration, or Cancdlation of the Provider Agreement)--

1. Hospital and SNF.--Effective October 30, 1972, a hospital or skilled nursing facility whose
provider agreement either voluntarily or involuntarily ceases (not a change of provider ownership) may be
reimbursed under the agreement for up to 30 days of covered Part A inpatient services furnished on or after
the effective date of cessation of participation in the program to patients who are admitted before the
cessation date. No payment will be made for such services to patients admitted on or after the cessation
date.

No payment will be made for hospita servicesto outpatients or for outpatient physica thergpy or speech
pathology services furnished by a provider on or after the effective date of cessation. However, payment
may be made under Part B to a nonparticipating provider for the medica and other health services which
it furnishes in compliance with specified requirements explained in the Nonparticipating Domestic Hospita
Supplement (HIM-30) of the Hospitd Manua (HIM-10).

2. Home Hedth Agency.--Payment can continue to be made to home health agencies for covered
Pat A and Part B home hedth sarvices furnished through the calendar year in which the cessation is
effective where the plan of treatment was established prior to the date of cessation. No payment will be
made for home heelth services furnished under a plan or trestment established on or after the cessation dete.

3. Interim Rate--Payment for alowable covered services after cessation of participation will be
made at an interim rate not to exceed the interim rate developed on the basis of the latest cost report
submitted by the provider. No adjustment should be made to this interim rate until the cost report ending
with the date of cessation has been audited, unless the intermediary obtains informetion that would justify
achangeintheinterimrate. Settlement for such services will be on the basis of a per diem rate devel oped
from Medicare data appearing in the provider's find settled cost report ending with the date of cessation.

No cost report will be required for the services furnished following cessation.

102.3  Changing of Cost Reporting Periods.--A provider must adhere to the cost reporting period
initidly sdlected unless a change has been authorized in writing by itsintermediary. For the change to be
effective, the provider's written request must be received by the intermediary 120 days or more before the
close of the reporting period which the change proposesto establish. The intermediary should notify HCFA
of the authorized change 30 days or more before the close of the reporting period which the change
proposes to establish to alow the Adminigration sufficient time to adjust itsrecords. For example, where
aprovider wishes to change the ending date of its cost reporting period from December 31 to July 31, the
provider's request for a change must be received by the intermediary 120 days or more before the July 31
date on which the change is to take effect.

Such a change may be made only &fter the intermediary has established that the reason is consistent with
the purposes and intent of the program. Under the foregoing circumstances, the provider may file a cost
report for a period of not less than one month or not more than 13 months. A change made primarily to
maximize rembursement in any one period isnot acceptable. Any request for a period in excessof 13
months must be approved by HCFA Central Office,
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104 COST REPORTING 09-00

Providers owned and/or operated by governmental entities using fisca year ending dates established by
loca law may require changes in the reporting year ending dates as a result of legidative action. In such
Stuations, a provider with the gpprova of itsintermediary may revise its cost reporting period to conform
to the new fisca year established by the gpplicable lawvmaking body. A trangitiond period report covering
the period initidly affected by the change should be filed, provided it covers a period of not less than one
month or more than 13 months.

104. COST REPORT DUE DATES

Cost reports are required to be filed following the close of a provider's reporting period. (See §8102.) The
due dates for cost reports are as follows:

A. Provider Continuesto Participate in Program --

1. Cod reports are due on or before the last day of the fifth month following the dlose of the
cost reporting period.

2. No extensonswill be granted except when provider's operations are Sgnificantly adversdy
affected due to extraordinary circumstances over which the provider has no control. An example would
be aflood or firethat forces a provider to cease operations and to transfer its patients temporarily to other
providers outside of the impacted area. The intermediary would till be required to obtain HCFA gpproval.

3. Theprovider mug receive the Provider Statistical and Reimbursement Report(PS& R) on
or before the 120th day. If the intermediary islate mailing the PS& R, the provider will have 30 days from
the date of receipt of the PS& R to fileits cost report, even if it extends beyond the 5 month due date. No
interest will be assessed againg the provider for filing the cogt report beyond the 5 month period if the cost
report is late due to late receipt of the PS&R.

4. A cost report is considered to be timely filed if the cost report is postmarked by the due
date. This requirement applies regardiess of whether the provider furnishes a hard copy or a diskette
verson. If acos report is due on a Saturday, Sunday, or Federd holiday, the cost report is considered
timdy filed if postmarked by the following working day.

B. Provider Agreement to Paticipate in Program Terminates (Voluntarily or Involuntarily) or
Provider Experiences Change in Ownership.--

1. Cod reportsare due no later than 5 months following the effective date of the termination
of the provider agreement or the change of ownership.

2. Items2 through 4 in subsection A will apply.
106. COST REPORTING FORMS
Medicare issues standard forms for the preparation of provider cost reports:
FORM USED BY
HCFA-2552-96  Hospitas and Hospital Hedlth Care Complex. (See Chapter 36.)

HCFA-2540-96  Skilled Nuraing Facility and Skilled Nursing Fecility Hedth Care Complex
(See Chapter 35.)

HCFA-1728-94  Home Hedth Agencies. (See Chapter 32.)
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09-00 COST REPORTING 110

HCFA-2088-92  Outpatient Rehabilitation Providers. (See Chapter 18.)

HCFA-222-92 Independent Rurd Hedlth Clinics/Freestanding Federdly Qudified
Hedlth Centers (See Chapter 29.)

HCFA-216-94 Organ Procurement Organization/Histocompetibility LaboratoryProviders
See Chapter 33.)

HCFA-265-94 Independent Rend Dialysis Facility (See Chapter 34.)
HCFA-1984-99 Hospice Cost and Data Report (See Chapter 38.)
HCFA-287-92 Home Office Cost Statement ( See Chapter 31.)

HCFA-2540S-97 Skilled Nurang Fadility having lessthan 1500 bed days per year
(See Chapter 37.)

HCFA-276 Hedth Maintenace Organization ( See Chapter 23.)

Codst reporting forms for al inclusive rate and no-charge structure providers are listed in chapter 7.
108. USE OF SUBSTITUTE COST REPORTING FORMS

Subdtitute cost reporting forms may be accepted for use in lieu of the officid HCFA forms. However,
subtitute cost reporting forms may not be used until they have been reviewed and accepted by HCFA
Centra Office.

If a provider chooses to submit a substitute cost reporting form on an eectronicaly prepared vendor
system, that vendor system must be approved by HCFA Centrd Office before that substitute form can be
used.

110. CONDITIONS UNDER WHICH LESS THAN FULL COST REPORT MAY BE FILED

A. No Medicare Utilization--A provider that has not furnished any covered services to Medicare
beneficiaries during the entire cost reporting period need not file afull cost report to comply with program
cost reporting requirements.  The provider must submit to its intermediary a statement, signed by an
authorized provider officid, which identifies the reporting period to which the satement gpplies and Sates
that (1) no covered services were furnished during the reporting period and (2) no claims for Medicare
reimbursement will befiled for this reporting period. This statement must be accompanied by acompleted
certification page of the applicable cost report forms. The proper form and signed statement must be
submitted within 30 days following the close of the reporting period.

B. Low Medicare Utilization--The intermediary may authorize less than a full cost report where a
provider has had low utilization of covered services by Medicare beneficiaries in a reporting period and
recelved correspondingly low interim reimbursement payments which, in the aggregate,
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112 COST REPORTING 09-00

appear to judtify making afina settlement for that period based on less than a normdly required full cost
report. Based on the intermediary's knowledge of the provider's Medicare utilization and interim payments
as st forth in the Provider Statistical and Reimbursement Report and the intermediary’s concluson that it
can determine the reasonable cost of covered services furnished beneficiaries, the intermediary will advise
the provider that less than afull cost report may be filed. Under this Situation, the intermediary will require
that the provider furnish dl of the following information using program forms: (1) page one of the goplicable
cost report form, (2) the officer certification sheet, (3) the balance sheet, (4) the statement of income and
expense, and (5) other financid and datidtica data the intermediary may deem gppropriate depending upon
the circumgtancesin theindividud case. However, regardless of low Medicare utilization or the amount of
aggregate interim rembursement, the intermediary may require full cost reporting and auditing if that is
necessary to serve the best interest of the program. Providers must submit the forms and data under this
dternate procedure within the same time period required for full cost reports.

C. Low Medicare Utilization-complex provider--The intermediary may authorize lessthan afull cost
report when a complex provider, including dl of the provider based components, eg., SNF, HHA, had low
utilization of covered services by Medicare beneficiaries in areporting period and received correspondingly
low payments which, in the aggregate, gppear to justify making afind settlement for that period based on
less than anormadly required full cost report. If the main provider or any of the provider based components
do not qudify for low utilization trestment, afull cost report is required. (See paragraph B above for the
required filing under the low utilization procedure.)

D. Implementation--The procedures described in this section are effective only where, prior to the
end of the reporting period or filing period for the cost report, the intermediary advises the provider thet it
may file lessthan afull cost report and the provider gives assurance thet it will timdly file such data. These
procedures are not gpplicable to cost reporting periods where both the reporting period and the related
filing period have expired, even though a cost report has not yet been filed for such period. If the provider
Isrequired to fileafull cost report for other Federd programs, eg., titles X1X and/or V, the provider may
be required by the intermediary to dso file afull cost report with the Medicare program.

112. FILING OF COST REPORTS BY PROVIDERS OF CHAIN ORGANIZATION OR
OTHER GROUP OF PROVIDERS

Each provider in a chain organization or other group of providers, except as noted below, mud file a
separate, individua cost report. (See 42 CFR 413.20(b).) Such organizations are not permitted to filea
combined or consolidated cost report under the Medicare program. The only exception under this rule

gpplies to Sate heath department home health agencies with subunits or branches, and Related Rura

Hedlth Clinics (RHC' s) who are permitted to file acombined cost report under the 7800 series of provider
numbers. "Other group of providers' refers to an informa assembly of providers (hospitals, SNFs, and

HHAS) not owned or controlled by a centra group or related interest, but who join together to obtain the
benefits of centralized cooperative buying, exchange of medica information, etc.

Multiple-facility complex providers (hospital, hospital-based SNFs, hospita-based HHAS, CORFs, €tc.)
use the codt report designated for thistype of facility which provides adequate cost data. Ingtitutions which
have multiple facilities but only one provider number, or one provider number with subprovider numbers
for its related cost entities, are required to submit one cost report under that principle provider number
together with the subprovider numbers, if any. Hospitals which have subproviders and hospital-based
SNFs mugt also maintain uniform charges across al payer categories, as wel as like charges for like
services across each provider setting, in order to properly
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09-00 COST REPORTING 115.3

gpportion codts. If like charges for like services are not maintained across provider settings, the cost report
must not combine charges when cdculaing cogt-to-charge ratios but mugt report separately, by department,
cogts and charges for the hospitd, subprovider, and skilled nursaing facility. An exception to this requirement
isif the provider has the ability to gross-up charges as described in Provider Reimbursement Manua, Part
|, §2314.B.

Thefiling of acombined or a consolidated cogt report for achain organization or other group of providers
is not acceptable practice under the Medicare program. If the intermediary unknowingly accepts a
consolidated report from a chain, the intermediary may reopen the report within the 3-year period following
the date of the notice of program reimbursement issued by the intermediary.

114. DISTINCT PART COST REPORTS MUST NOT BE FILED BY FULLY CERTIFIED
SNFs

A fully certified SNF provider may not file a cost report daiming Medicare rembursement as adigtinct part
provider. (Section 1861(j) of the Medicare law incdludes in the definition of the term "skilled nuraing facility”
a diginct pat or a separately operating subunit of an ingitution.) The determination of program
reimbursement due a SNIF provider for covered skilled nursing services furnished program beneficiaries
during the provider's cost reporting period is dependent on whether the entire ingtitution or only a portion
of it isthe certified provider.

The determination of whether the entire ingtitution or only a portion of it is the certified provider is made by
the Office of the Regiond Adminidrator servicing the facility and can be changed only by that office in
accordance with the gppropriate regulations and implementing procedures gpplicable to the certification
process. Thisstatusis not subject to change or interpretation by the intermediary. (See HCFA Pub. 151,
§2415.)

115. COST REPORTS FILED UNDER PROTEST

Y ou are permitted to dispute regulatory and policy interpretations through the gppedl s process established
by the Socia Security Act. Include the nonalowable item in the cost report in order to establish an apped
issue, and the disputed item must pertain to the cost reporting period for which the cost report is filed.
Retroactive gpplication of any decision from adjudicated issues are governed by §2931.1 of HCFA Pub.
15-1.

115.1  Provider Disclosure of Protest.--\When you file acost report under protest, the disputed item and
amount for each issue must be specifically identified in footnotes to the settlement worksheet and the fact
that the cost report is filed under protest must be disclosed.

115.2  Method for Edtablishing Protested Amounts--The effect of each nonalowable cost report item
is estimated by applying reasonable methodology which closdly approximates the actud effect of the item
asif it had been determined through the normd cogt finding process. In addition, you must submit, with the
cost report, copies of the working papers used to develop the estimated adjustments in order for the
intermediary to evauate the reasonableness of the methodology for purposes of establishing whether the
cost report is acceptable. The cumulative effect on reimbursement for al disputed issues is shown as an
adjustment to balance due to the program (provider) in the reimbursement settlement computation. The
actud effect on rembursable codt(s) is determined after fina adjudication of the issue(s).

115.3  Noncompliance With Requirements for Filing Cost Reports Under Protest.--If you deliberately
include cogt, without disclosing the fact, in the provider cost report that is nonreimbursable under the
regulations you are subject to those provisions concerning suspected fraud or abuse. Where you fail to
comply with the requirements for filing cost reports under protest as set forth above, such cases are referred
to the HCFA Regiond Office.
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130. ELECTRONIC SUBMISSION OF COST REPORTS

130.1 Genera.--Section 1886(f)(1) of the Act required the Secretary to place into effect a standardized
eectronic codt reporting (ECR) format for hospitals under the Medicare program for cost reporting periods
beginning on or after October 1, 1989. The Secretary may delay or waive the implementation of such
format in particular ingtances where such implementation results in financia hardship (in particular with
respect to hospitals with asmall percentage of inpatients entitled to Medicare benefits).

Sections 1815(a) and 1833(e) of the Act provide that no payments are made to a provider unless it has
furnished the information requested by the Secretary, needed to determine the amount of payments dueto
the provider. For cogt reporting periods ending on or after March 31, 2000, skilled nurang facilities (SNF)
and home hedth agencies (HHA) must submit cost reports currently required under the Medicare
regulations in a standardized electronic cogt reporting (ECR) format. (See 42 CFR Part 413.24 (f)(4).)

130.2 Submission of Cogt Reports.-—-Submit the Hospital and Hospita Health Care Complex Cost Report
(Form HCFA-2552), Skilled Nursing Facilities Cost Report (Form HCFA-2540), and the Home Hedlth
Agency Cost Report (Form HCFA-1728) in American Standard Code for Information Interchange
(ASCII) format to the Fiscd intermediary in accordance with the dectronic reporting specification (ERS)
contained in 83695 of the hospital cost reporting ingtructions, 83295 of the home hedth agency cost report
ingructions, and §3595 of the skilled nuraing facility cost report. The dectronic programs must be asystem
gpproved by HCFA centrd office (CO) and must be programmed to pass al level | edits contained in the
ERS before an dectronic cost reporting file can be crested. The fisca intermediaries have been ingtructed
to regject dl eectronic cost report fileswhich fail leve 1 edits.

Effective for cogt reporting periods ending on or after September 30, 1993, dl approved vendor systems
must be compiled to maintain program integrity and minimize provider error.

The vendor programs approved by HCFA must be in accordance with the eectronic reporting
specifications as set forth in the cost report ingtructions. The approval process conducted by HCFA does
not ensure that the vendor programs are error free. Although HCFA does extensive testing of the vendor
systems prior to gpprovd, there may be some cases of undetected programming errors which may not be
discovered until live operation of the software. Vendors are expected to follow the ERS in its entirety and
make thelr sysems error free. Any programming errors detected either during testing or live operation are
grounds for denid of approva and/or revocation of gpprova until resolution of those errors are attained.

The medium for transfer of cost reports submitted eectronicdly to fiscd intermediariesis either a3 1/2"
diskette. Contact your fiscd intermediary to determine the appropriate medium of tranamisson. These
forms of trangmisson must bein IBM compatible format and the character st must bein ASCII. Y ou must
seek advanced approva from your fiscd intermediary to use other media such as magnetic tape, telephone
trandgfer (i.e., modem), etc.

130.3 Reguedtsfor Delay or Waiver.--If you believe that implementation of these requirements causes
afinancid hardship, submit awritten request for adelay or waiver from these requirements with supporting
documentation to your fiscd intermediary. Send your request at least 120 days prior to the end of your cost
reporting period. Within 30 days of receipt, the fiscal intermediary reviews the request and forwards it to
HCFA centrd office with its recommendation. HCFA centrd office either approves or denies the request
and natifiesthe intermediary of this decision within 30 days of receipt. Animplementation ddlay or waiver
is granted on ayear to year bass.
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A permanent waiver of the eectronic cost reporting requirements has been granted to al-inclusive rate
providers usng Methods B and E for Medicare cost gpportionment. However, if the provider ectsto file
the Medicare cost report eectronically, the eectronic cost report must be submitted on a HCFA agpproved
vendor system. (See 8108 concerning substitute cost reporting forms.)

130.4 Grace Period for Early Cost Report Filers--Effective for cost reporting periods ending on or after
June 30, 1997, providers submitting their cost reports prior to the due date (five months after the end of
the cogt reporting period) and whose cost report has been subsequently regjected have the benefit of agrace
period equa to the number of days the cost report was filed and the end of the required due date of the cost
report. Thisonetime grace period is based on the date the fiscd intermediary receives the cost report and
not the postmark date. These days could be used to resolve the reason for rgjection and resubmit the cost
report before withholding of interim payments, or the assessment of interest or pendties, by the
intermediary. For example, if the provider's cost report is rejected and the provider had 15 day grace
period for filing early, its late pendty does not commence until the 16th day after written natification of the
cost report rgection. | the resubmitted cost report is subsequently rejected, no additional grace period
is aforded the provider and the intermediary inditutes the withholding of interim payments and/or
assessment of interest and pendlties.

131. ELECTRONIC SUBMISSION OF HOSPITAL COST REPORTS

Effective for cost reporting periods ending on or after March 31, 1993, submit a diskette disk of the
electronic codt report (utilizing an gpproved vendor system) to your fisca intermediary. The electronic cost
report file is consdered the officid cost report by the fiscd intermediary. A hard copy of the cost report
isno longer required to be submitted to the fiscd intermediary.

Effective for cost reporting periods ending on or after September 30, 1994, dl dectronicaly submitted files
must be accompanied by Worksheet S (computer generated), which must dectronicaly print the date and
time the eectronic file was encrypted and replicate the encryption coding in the ECR file pardle and to the
left of the officer or adminigtrator of provider(s) signature block. The purpose of the encryption coding is
to give further assurance to the integrity of the ECR file beyond the date and time samp requirement. This
Worksheet S must dso contain the pendty and certification statements atesting to the vaidity of the data
submitted to the fiscd intermediary (Part 1) and the data required in the settlement summary (Part ). The
sgnature block of the officer or administrator must contain an origina signature. A facsmile or samped
copy of the signature is unacceptable. (See 42 CFR 413.24(f)(4)(iv).)

For cost reporting periods ending on or after September 30, 1994, hospitals and hedlth care complexes
who use aHCFA approved vendor program must submit a print image file (an eectronic picture image of
the entire cost report) with their dectronic cost report (ECR) file. The print image file must bein ASCI|

format. For those providers who create print image files which are too large to be placed on a diskette with
the ECR file, a compression program must be employed. Your software vendor either provides this
program or ingtructs you on obtaining the necessary software, where gpplicable. The compressed file must
be sdf extracting. For cost reporting periods ending on or after December 31, 1994, dl print image files
must contain the encryption coding both in the print image file and on Worksheet S just below the ECR
encryption code. The order of processing these files should be ECR crestion, print image creation, and

Worksheet S.

Effective for cost reporting periods ending on or after September 30, 1994, until further notice, HCFA no
longer supplies free software for eectronic filing of the Form HCFA-2552 cost report.

Providers who previoudy used the free software will be given awaiver for cost reporting periods ending
on or after September 30, 1994, and prior to October 1, 1997, if required. If waiver isrequired after this
period, providers may apply under §130.3.
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132. ELECTRONIC SUBMISSION OF SNF AND HHA COST REPORTS

Effective for cost reporting periods ending on or after March 31, 2000, for SNFs and HHAS, submit a
diskette of the dectronic cogt report (utilizing an gpproved vendor system) to your fiscd intermediary. The
electronic cost report is conddered the officia cost report by the fiscal intermediary. A hard copy of the
cost report isno longer required to be submitted to your fisca intermediary. However, providers that do
not use a HCFA approved vendor system and use the HCFA provided free software, must submit a
completed hard copy of the cost report to the fiscd intermediary. The fisca intermediary has been
ingtructed to reject all eectronic cost reports that fail level 1 edits. (See § 130.2)

If you do not use HCFA approved cost reporting vendors systems for the SNFs and HHAs, HCFA
provides you with free software which produces a sandardized output file (conssting of input data and
various check figures) for eectronic submisson to any fiscd intermediary. This software does not
however, produce a completed cost report. Contact your fisca intermediary to obtain the software.

All dectronicaly submitted files must be accompanied by Worksheet S (computer generated), which must
eectronicdly print the date and time the dectronic file was encrypted and replicate the encryption coding
in the ECR file pardld and to the Ieft of the officer or adminigtrator of provider(s) Sgnature block. The
purpose of the encryption coding isto give further assurance to the integrity of the ECR file beyond the date
and time stamp requirement. This Worksheet S must dso contain the pendty and certification statements
attegting to the vdidity of the data submitted to the fisca intermediary (Part 1) and the Datarequired in the
settlement summary (Part [1). The sSgnature block of the officer or administrator must contain an origina
ggnature. A facsmile or samped copy of the Sgnature is unacceptable. (See 42 CFR 413.24 (f) (4) (iv).
(Seedso 8131))
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