
Reconciliation sounds like a spreadsheet exercise until you live through the moment a claim goes unpaid, a
payment lands short, or an “adjustment” quietly reverses a previous balance. At that point, reconciliation becomes
a discipline: mapping what you billed to what was adjudicated, medical billing and then mapping what was paid
back to what your accounting system thinks should be true.

The hard part is that claims and payments rarely match cleanly. The payer’s system can split a single claim into
multiple lines, reverse a prior transaction, pay from a different date window than the one you booked, or apply
adjustments in a way that doesn’t resemble your internal logic. If your reconciliation process treats the differences
as noise, you will eventually book errors confidently.

What follows is a practical approach I’ve used in environments ranging from mid sized provider orgs to high
volume claims teams. It is not a theoretical method. It is built around the failure modes that actually show up in
production: missing remittance details, mismatched identifiers, timing differences, and adjustments that look like
payments until you read the fine print.

Start with the reconciliation purpose, not the spreadsheet
Most reconciliation problems come from answering the wrong question. A strong reconciliation answers two
things at once:

1. Did the payer adjudicate the claim correctly relative to contract terms and medical billing rules?

2. Did your organization record the payment and adjustments in the right ledger accounts, for the right
amounts, with the right reference keys?

If you only reconcile totals, you might close the loop on cash without solving the underlying posting mismatch. If
you only reconcile line items, you might miss the bigger issue that a bulk payment batch was applied incorrectly to
the wrong provider entity.

I usually define the purpose in plain language before I touch data. For example, “We need to ensure that for claims
in this payment cycle, every remittance line can be traced to a claim detail or an explicit adjustment reason, and
every financial ledger impact matches the remittance totals.”

Once that purpose is set, you can pick the granularity and the tolerance levels for discrepancies. Otherwise, you
end up arguing about whether a two dollar variance matters while a five hundred dollar misposting sits in a
different bucket.

Know the data you actually have: claim identity and payment identity
Accurate reconciliation depends on identifiers that survive the payer workflow. The claim system has one story, the
remittance advice has another, and your accounting ledger may have a third.

At minimum, you need a defensible mapping between:

The claim header and claim detail you submitted (claim number, member or patient identifiers as permitted,
service dates, billed amounts)

The payer’s response (adjudication results, adjustment reason codes, line level status)

The payment transaction (check or EFT, payment date, payer remittance number, batch identifiers)

Your financial posting (posting date, deposit batch, GL accounts, clearing accounts, patient vs. Responsibility
categories)

https://en.search.wordpress.com/?src=organic&q=medical%20billing


In real operations, I often see the following breakdown patterns:

The claim identifier in the remittance doesn’t match what your system stored because of a submission
normalization step.

A single claim number maps to multiple remittance segments due to split adjudication.

The remittance includes provider identifiers that differ from the ones used in the internal enrollment table,
which causes “same name, different tax ID” mismatches.

The payment was received and posted, but the adjudication details arrived later, producing a temporary
mismatch that looks like an error.

A good reconciliation treats these as expected scenarios, not surprises. That means you build logic that can
reconcile across formats and timing, while still catching true mismatches.

Reconcile in layers: cash first, adjudication second, posting last
The temptation is to jump straight to claim line matching because it feels precise. Precision is useful, but only after
you’ve ensured you are reconciling the correct financial event.

I follow a three layer rhythm:

Layer 1: Payment totals and batch control

Before you match claims, reconcile the money. Compare remittance totals for the cycle to what landed in your
deposit or payment clearing account. If you cannot reconcile the batch totals, then claim level matching will create
false problems.

A batch mismatch typically comes from one of these issues: partial deposits, multiple remittances deposited
together, bank fees captured separately, or earlier postings reversed without the reversal being reflected in the
cycle view you are using.

Layer 2: Remittance line to claim adjudication mapping

Once batch totals align, match remittance lines to submitted claims and service lines. This is where adjustment
reason codes and remark codes matter. If a remittance line says “paid zero” but includes an adjustment amount,
that might still impact contractual revenue and allowable calculations. Ignoring it creates revenue leakage or
phantom denials.

Layer 3: Adjudication mapping to ledger posting

Finally, validate that your ledger posting logic used the same categorization as your reconciliation logic. For
example, if your system posts patient responsibility separately from contractual adjustments, make sure the
remittance reasons map to those categories consistently.

This layer catches the subtle errors that don’t change the cash but do damage your financial reporting. The classic
example is posting contractual adjustments into a patient balance account because of a code mapping update that
wasn’t applied everywhere.

Handle timing differences like a professional, not like a detective
Reconciliation is often a timeline problem. Remittance advice can arrive days after a deposit. Charge posting might
have been done after the claim submission. Provider enrollment and payer contract updates can shift effective



dates. If your reconciliation assumes all events happened on the same day, you’ll find discrepancies and then chase
them until you lose the bigger pattern.

Instead, use timing categories:

Payment date (bank and remittance payment)

Posting date (when your ledger recorded the transaction)

Service date (what the claim covers)

Remittance date (when adjudication details were issued)

When you review discrepancies, ask whether the difference is a “timing gap” or a “true difference.” A timing gap
often shows up as missing detail rows in the first reconciliation run, then appearing in the next remittance file. A
true difference shows up every time because the mapping logic is wrong or the adjudication results don’t align
with your claim version.

One anecdote: I once saw a team repeatedly flag “unmatched claims” for a payer that routinely split remittances.
The payment cleared in full, but adjudication details came in two segments. The first reconciliation run had a
reconciliation queue that did not wait for the second segment. The result was a backlog of false work items. After
adding a rule that holds claim matching until both remittance segments arrive for the batch, the unmatched
queue dropped dramatically without changing any claim submission behavior.

Build a reconciliation dataset that is auditable
The easiest way to lose accuracy is to reconcile in a way that you cannot reproduce. If the dataset is built ad hoc,
with manual filters and ambiguous join logic, you will eventually end up with two reconciliations that disagree and
nobody can prove which one is correct.

I recommend you construct a reconciliation dataset with these principles:

Every row must have a traceable key back to source data.

Every amount must have a label: billed, allowed, paid, contractual adjustment, patient responsibility, other
adjustment.

Every discrepancy must include a reason code or a join failure classification, not just “no match.”

You need a reconciliation timestamp and data version indicator so you can rerun it later and get the same
result.

The key is auditability. When leadership asks why a variance exists, you should be able to point to the remittance
line and the ledger posting entry, not just a column showing a difference.

Match at the right granularity: header-only matching is a trap
Many reconciliation systems start with claim level matching: claim number equals claim number. That approach
works until it doesn’t.

Header-only matching fails in scenarios such as:

Split payments across multiple service lines

Reprocessing or corrected claims where the payer uses a different claim control number

Contractual adjustments at the service level

Negative adjustments (recoupments) that apply to a specific service date



When header-only matching is used, you may think a claim is “fully reconciled” because totals match, while
individual service lines remain mismatched. Later, those service lines appear as patient balance discrepancies or
aging build ups.

The safe approach is to match to at least the service date and billed line identifiers that your billing system can
support. If you do not have consistent service line keys, you can still match service lines using a combination of
service date, billed amount, and procedure code, but be transparent about the confidence level of that join.

Where judgment comes in: if the remittance is missing line detail, you might need to match at a higher level. In
that case, you must capture that the reconciliation was done with reduced granularity, which changes how you
treat any remaining variance.

Use reason codes correctly, not emotionally
Adjustment and remark codes carry meaning, but they also carry ambiguity. A single code might map to multiple
internal categories depending on payer behavior. Some codes represent denial reasons, others represent
contractual adjustments, and others represent administrative outcomes.

In reconciliation, I treat reason codes as the bridge between adjudication intent and accounting categorization. But
I also validate the mapping.

A robust reconciliation includes:

A controlled mapping from payer codes to internal financial categories

A reconciliation process that flags unmapped or newly encountered codes

A way to measure how often codes map to each category and whether that distribution shifts suddenly

If you do not do this, you will eventually see a spike in “contractual adjustment” amounts that were actually
patient responsibility, because the mapping table drifted during a release. No one wants to admit the mapping
table is wrong, but it is usually the fastest fix.

Distinguish three types of discrepancies
Not every difference is the same. When teams treat all variances as errors, they waste time. When they dismiss
everything as timing, they medical billing companies for small practices miss true underpayments.

I separate discrepancies into three categories:

Join or identifier discrepancies: the claim or payment keys do not match between systems.

Amount discrepancies: keys match, but amounts differ.

Categorization discrepancies: amounts match overall, but the ledger category is wrong.

You can diagnose many issues quickly by asking which category you have.

If join fails, you likely have an identifier normalization problem, a submission difference, or missing remittance
detail.

If amount differs, investigate adjudication outcomes, contract calculations, or claim edits.

If categorization differs, focus on code mapping logic and posting rules.

This triage approach reduces panic and prevents you from sending the same issue to multiple teams.
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A practical reconciliation workflow you can run every cycle
Below is a workflow that works well for weekly or biweekly payment cycles. It assumes you have claim data,
remittance advice, and ledger posting detail.

Step 1: Lock the payment cycle boundary

Define the payment cycles you reconcile, usually by remittance number, EFT batch, or clearing account batch. Lock
it to a time window that matches how your bank and accounting system record transactions.

Step 2: Reconcile batch totals to your ledger

Create a batch level control total. The goal is to confirm that the remittance totals equal the deposit or clearing
account impacts, after known banking differences.

If this does not tie out, pause claim level reconciliation. Fix the batch level first, or you will chase phantom
differences.

Step 3: Match remittance lines to claim versions

Match each remittance line to the appropriate claim version. Pay attention to corrected claims and reprocessed
segments. If you have multiple claim submissions for the same service, decide how you select the “active” claim for
reconciliation. Many organizations choose the most recent claim submission before the payer adjudication date,
but you should align that policy with your operational reality.

Step 4: Validate service level amounts and statuses

For each matched claim or service line, compare expected and actual outcomes: allowed, paid, patient
responsibility, and adjustments.

When you see unusual patterns, look for systematic causes like a missing contract effective date, an out of
network status applied incorrectly, or a procedure code mapping change.

Step 5: Reconcile matched outcomes to ledger entries

Finally, reconcile each financial category to the GL entries or subledger postings. This is where you catch mapping
drift, posting rule changes, and sign errors.

Step 6: Produce a reconciliation variance pack

Instead of a generic list of “unmatched,” build a variance pack with enough information to act: claim identifiers,
remittance segment, payer reason codes, amounts, and the ledger posting reference.

This pack becomes the handoff document for billing, managed care, denial management, and accounting.

If you do this consistently, you reduce the “back and forth” that slows teams down and you increase trust in the
reconciliation process.

A focused checklist for catching the most common errors
When I train new analysts, I use a short checklist that targets the issues that repeat across payers and time
periods.



Confirm remittance batch totals tie to ledger clearing totals before doing line matching

Verify claim identifiers and service date matching rules match your payer’s remittance format

Check whether claim corrections or reprocesses are selecting the correct claim version

Validate adjustment reason code mappings to internal categories, including any newly seen codes

Review timing gaps separately from true underpayments or mispostings

This isn’t a substitute for deep analysis, but it keeps teams from falling into the same traps repeatedly.

How to handle negative payments and recoupments without breaking
the books
Recoupments and negative adjustments can look scary. A payer may offset an overpayment against a later
remittance, sometimes with a separate reference line. If your reconciliation treats the sign incorrectly, you can
reverse revenue or patient balances in the wrong direction.

My rule is simple: reconcile signs exactly as provided by the remittance. Then confirm that your posting logic
expects that sign convention for each ledger category.

It helps to create an internal posting test that uses one or two known historical recoupment cases. When you
change mapping tables or reconciliation logic, run those test cases to ensure negative amounts continue to post
correctly.

Also, pay attention to whether recoupments apply to previously paid claim lines or to contract adjustments. Some
recoupments are administrative, not clinical. If you route them to denial workflows, you waste time and produce
confusing patient messaging.

When reconciliation requires judgment: tolerances and “known
differences”
Not every variance deserves the same level of effort. If you try to chase every rounding difference down to the
cent across every line, your team will burn out.

That is why tolerance policies exist. But tolerances should be explicit and grounded in what you observe.

For example, small rounding differences can occur when a payer calculates allowed amounts with different
precision than your system, or when the payer rounds at the line level and then allocates. Another common factor
is currency precision and bank deposit differences when fees are withheld.

Where judgment matters is in deciding whether to treat a discrepancy as known or unknown. I recommend
documenting known difference patterns by payer and remittance type:

Which differences recur consistently

Which remittance fields explain them

Which internal accounts are affected

Then, when a variance appears, you can determine quickly whether it fits a known pattern. If it does, you still
record it, but you reduce the work queue urgency.

Fix the root cause, not just the symptom



Reconciliation often reveals symptoms, but fixing only the reconciled balance is not sustainable. Underpayment
patterns may reflect contract configuration issues. Unmatched claims may reflect submission normalization or
claim edit errors. Categorization errors often come from mapping tables that changed for one workflow but not
another.

As you move through cycles, trend your variances:

How many unmatched lines appear per remittance cycle

Which payers show the highest categorical mismatch rate

Whether variance clusters by facility, provider, or claim type

Whether reason codes newly appear and are unmapped

Once you see patterns, you can fix them at the source. That might involve adjusting claim submission rules,
updating payer contracting logic, improving claim control number storage, or revising posting mappings and
release testing.

The best reconciliations reduce work over time. They do not simply produce more variance reports.

Measure accuracy with two metrics that matter
Accuracy is not just “does the spreadsheet tie out.” I use two metrics that reflect both operational quality and
financial integrity.

First, a tie out rate: the percentage of payment batches that reconcile cleanly at the batch level, with no
unexplained differences.

Second, a trace rate: the percentage of remittance lines that can be traced to the corresponding claim or ledger
posting at the granularity you require.

If batch tie out is high but trace rate is low, the reconciliation might be masking problems by using coarse
matching. If trace rate is high but batch tie out is low, the issue sits in deposits, clearing entries, or batch logic.

These metrics help you keep your process honest and prevent “looks right” reporting.

Common edge cases I’ve seen more than once
Even good teams hit recurring edge cases. Here are a few that tend to cause missed reconciliation outcomes if
your process assumes “happy path” behavior.

Multiple provider tax IDs under one remittance: the remittance may list a payee identifier that does not
match your internal billing entity, causing posting to the wrong provider ledger.

Service date differences due to billing edits: if your system changes service dates for certain claim types,
the remittance match might fail even though the claim number matches.

Split claims across different claim numbers: sometimes claims are split by payer rules, so totals tie out but
claim level mapping doesn’t. Without a split-aware logic, you’ll mark service lines as unmatched.

Missing remittance detail: some payer feeds deliver totals without enough line detail in certain scenarios. In
those cases you must reconcile at the appropriate level and carry clear residual variance rules.

Reversals and replacements: a corrected claim can arrive with a different remittance reference, and a
previous payment line can be reversed later. If your process does not track reversal links, you’ll double count
variances.



Edge cases are where accuracy is earned, because they are the moments when assumptions break.

A short training philosophy for teams that reconcile claims and
payments
Reconciliation teams often inherit rules from spreadsheets and prior analysts. Over time, those rules become tribal
knowledge, which is fragile when staff changes or when software releases alter data formats.

I suggest training analysts around decision rules:

If batch totals do not tie, stop and fix that first.

If join fails, categorize it as an identifier issue, not a payment issue.

If amounts differ, treat adjudication differences as first suspects, then validate contract and mapping.

If category differs, treat posting mappings and code translations as first suspects.

When analysts learn to ask the right question early, they spend less time debating and more time resolving.

The payoff: reconciliation that supports cash flow and reporting
Accurate reconciliation has a downstream effect that is hard to measure on day one. When your reconciliations are
correct, cash application becomes faster, denial aging becomes cleaner, and reporting is trustworthy. That trust
matters during audits and during contract negotiations, because you can point to reconciled evidence rather than
estimates.

Most importantly, accurate reconciliation reduces rework. The teams that get this right are not the ones with the
most complex systems. They are the ones with disciplined logic, auditable datasets, and a habit of treating variance
analysis as root cause work, not just balancing.

If you set up your reconciliation process with clear layers, strong identifiers, correct code mapping, and explicit
handling of timing gaps, the workload becomes predictable. That is when reconciliation stops feeling like chasing
ghosts and starts functioning like a controllable system.

If you want, tell me what environment you’re working in (payer mix, whether you have line level remittance details,
and whether you reconcile at weekly or daily cadence). I can tailor the workflow and the variance triage logic to
your specific data realities.


