
30.2.2 - Waiver of Interest Charges 
(Rev. 4, 10-01-01) 
When CMS makes a final determination that an overpayment or underpayment exists: 

• Interest charges will be waived if the overpayment or underpayment is completely 
liquidated within 30 days from the date of the final determination; or  

• CMS may waive interest charges if it determines that the administrative cost of 
collecting the interest exceeds the interest charges.  

Interest will not be waived for that period of time during which the cost report was due 
but remained unfiled for more than 30 days, as specified in this section. 

30.3 - Rules Applicable to Partial Payments 
(Rev. 4, 10-01-01) 

If an overpayment is repaid in installments or recouped by withholding from other 
payments due the HMO/CMP: 

• Each payment or recoupment will be applied first to accrued interest and then to 
principal; and  

• After each payment or recoupment, interest will accrue on the remaining unpaid 
balance.  

30.4 - Exception to Applicability 
(Rev. 4, 10-01-01) 

If an overpayment or an underpayment determination is reversed administratively or 
judicially, and the reversal is no longer subject to appeal, appropriate adjustments will be 
made for the overpayment or underpayment and the amount of interest charged. 

30.5 - Non-Allowable Interest Cost 
(Rev. 4, 10-01-01) 

Interest accrued on overpayments and interest on funds borrowed specifically to repay 
overpayments are not considered allowable costs to the HMO/CMP, up to the amount of 
the overpayment, unless the HMO/CMP had made a prior commitment to borrow funds 
for other purposes (e.g., capital improvements). However, when an overpayment 
determination is ultimately reversed in favor of the HMO/CMP, interest paid on funds 
borrowed to repay the overpayment and interest paid on funds borrowed to pay required 
interest on the overpayment will be considered an allowable cost. 

40 - CMS General Payment Principles 
(Rev. 4, 10-01-01) 

This section discusses general HMO/CMP payment principles including the prudent 
buyer principle, reimbursable costs, record keeping, and accounting standards for 
Medicare cost-based HMO/CMPs. 


