
• 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 not filed for more than 30 days, as specified in this section. 

30.3 - Rules Applicable to Partial Payments 

(Rev. 30, 09-05-03) 

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

• 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. 30, 09-05-03) 

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 - Nonallowable Interest Cost 

(Rev. 30, 09-05-03) 

Interest accrued on overpayments and interest on funds borrowed specifically to repay 
overpayments are not considered allowable costs to the HCPP, up to the amount of the 
overpayment, unless the HCPP 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 HCPP, 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. 30, 09-05-03) 

This section discusses general HCPP payment principles including the prudent buyer 
principle, reimbursable costs, record keeping, and accounting standards for Medicare 
HCPPs. 



40.1 - Medicare Payments to HCPPs 

(Rev. 30, 09-05-03) 

Medicare's payment to HCPPs is based on the reasonable cost of providing Medicare-
covered services to Medicare enrollees. 

All necessary and proper expenses of the HCPP in providing Medicare-covered services 
are recognized.  The share of the total HCPP cost that is borne by CMS is related to the 
Medicare-covered care furnished to Medicare beneficiaries so that no part of their cost 
would need to be borne by other enrollees or nonenrolled patients.  Conversely, costs 
attributable to other HCPP enrollees and nonenrolled patients are not to be borne by 
Medicare. 

The HCPP payment principles take into account the special nature of HCPPs by 
recognizing costs of marketing, enrollment, and certain other costs unique to the HCPP 
form of health delivery. 

Under these principles, there may be more than one method of handling a particular cost 
item (including apportionment and allocation methods).  The method elected by the 
HCPP must be consistently followed in subsequent periods.  A change of method must 
have advance approval from CMS.  Also, any request for a change in the method of 
handling a particular cost item, including the apportionment or allocation of such items, 
must be made 90 days prior to the beginning of the reporting year in which the new 
method is proposed for use. 

50 - Prudent Buyer Principle 

(Rev. 30, 09-05-03) 

The HCPP is expected to minimize costs incurred in furnishing physicians' and other Part 
B supplier services to the HCPP's Medicare enrollees so that actual costs: 

• Do not exceed what a prudent and cost conscious buyer would incur; and 

• Are comparable to costs incurred for similar services furnished by similar 
physicians or other suppliers in the same or similar geographic area. 

If costs are determined to exceed the level that such buyers incur, in the absence of clear 
evidence that the higher costs were unavoidable, the excess costs are not paid under the 
Medicare program. 

60 - Allowable Costs 

(Rev. 30, 09-05-03) 

Allowable costs are those direct and indirect costs, including normal standby costs, that 
the HCPP incurs and are proper and necessary to efficiently deliver needed health care.  


