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2212.
QUARTERLY PERIODIC INTERIM PAYMENT REPORT


Reporting requirements on the number of providers paid under the periodic interim payment (PIP) method of payment have been transferred to §3898.10ff. of the Intermediary Manual Part 3, using Form HCFA-1566C.  Only the summary type of information requirements are included in this transfer.  Requirements for listing specific data for each provider accretion or deletion from the PIP rolls have been deleted.  Continue to retain this type of information in your STAR system for purposes of responding to specific requests.
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2213.
ADJUSTMENT OF INTERIM PAYMENT RATES TO REFLECT PAYMENT FOR STATE ADMINISTRATIVE COSTS RELATED TO NURSE AIDE TRAINING AND COMPETENCY EVALUATION PROGRAMS (NATCEPs) AND COMPETENCY EVALUATION PROGRAMS (CEPs)

Effective October 1, 1990, nurse aides employed by a SNF must have successfully completed an NATCEP or CEP.  States may incur administrative costs for deeming individuals competent and/or for determining the competency of individuals trained in facility-based programs.  Recognition of these additional costs is mandated by §§ 1864(d) and 1819(f) of the Social Security Act.  Medicare and Medicaid share responsibility for these costs using a ratio based on the number of participating facilities certified for each program.  Recalculate interim payment rates to include payment for the Medicare portion of State incurred administrative costs.  States bill SNFs for the Medicare portion of these costs.


The NATCEF and CEP administrative costs attributable to the Medicare program are shown on the Medicare cost report as a below line item adjustment, added to the other costs payable on Form HCFA-2540-92, Worksheet E, Part I, Line 32 (see Provider Reimbursement Manual, Part II, §1620.1), for freestanding SNFs/SNF complexes or on Form HCFA-2552-92, Supplemental Worksheet E-3, Part II, line 34 (see PRM, Part II, §2832.1), for hospital-based SNFs. If you question the amount billed by the State, contact the appropriate HCFA RO.  Necessary audits are to be done by the RO.
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2215.
MAXIMUM PAYMENT PER VISIT FOR RURAL HEALTH CLINICS (RHCs)

Medicare pays independent RHCs (i.e., those that are not part of a hospital, SNF or home health agency (HHA)) based on the clinic's reasonable cost incurred in furnishing RHC services to Medicare beneficiaries.  Payments to clinics are based on an all-inclusive rate for each visit by a Medicare beneficiary for covered services.  Instruct independent RHCs to use Form HCFA-222-92 to determine the all-inclusive rate.

A.
Pneumococcal and Influenza Vaccine.--Medicare payment for pneumococcal vaccine and its administration is made at 100 percent of reasonable cost.  For influenza vaccine and its administration provided on or after May 1, 1993, payment is also 100 percent of reasonable cost. Pneumococcal and influenza vaccine and their administration are not subject to the RHC payment limits.  Instruct independent RHCs to exclude the cost of these services from their all-inclusive rate determination and account for them appropriately on the RHC/Federally qualified health center (FQHC) cost report.

B.
Payment Limit.--Section 1833(f) of the Act establishes the payment limit for services provided from  April 1, 1988, through December 31, 1988 at $46 per visit.  For services furnished on or after January 1 of each subsequent year, the payment limit is increased as of the first day of the year by the percentage increase in the Medicare Economic Index (MEI) applicable to primary care physician services.  However, §6107(a) of OBRA 1989 delayed the 1990 update from January 1, 1990 to April 1, 1990.  The MEI is defined in §1842(b)(3) and (i)(3) of the Act and 42 CFR 405.504(a)(3).  The MEI percentage increase for 1997 is 2.0 percent.  The payment limits and the annual adjustments are as follows:







Annual

     Payment Limit    Adjustment               Period
  $46.00


 --
04/01/88 - 12/31/88

  $47.38


3.0%
01/01/89 - 03/31/90

  $49.37


4.2%
04/01/90 - 12/31/90

  $50.36


2.0%
01/01/91 - 12/31/91

  $51.77


2.8%
01/01/92 - 12/31/92

  $53.17


2.7%
01/01/93 - 12/31/93

  $54.39


2.3%
01/01/94 - 12/31/94

  $55.53


2.1%
01/01/95 - 12/31/95

  $56.64


2.0%
01/01/96 - 12/31/96

  $57.77


2.0%
01/01/97 - 12/31/97

Since §1833(f) of the Act provides that each payment limit applies to services provided during a calendar year, it is possible for different payment limits to apply during one reporting period.  Separately identify Medicare visits to which different payment limits apply on Form HCFA-222-92.

2216.
MAXIMUM PAYMENT PER VISIT FOR FREESTANDING FEDERALLY QUALIFIED HEALTH CENTERS (FQHCs)

Medicare pays freestanding FQHCs (i.e., those that are not part of a hospital, SNF, or HHA) based on the clinic's reasonable cost incurred in furnishing FQHC services to Medicare beneficiaries.  Payments to freestanding FQHCs are based on an all-inclusive rate for each visit by a Medicare beneficiary for covered services and are subject to a payment limit.  Instruct freestanding FQHCs to use Form HCFA-222-92 to determine the all-inclusive rate.
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A.
Pneumococcal and Influenza Vaccine.--Medicare payment for pneumococcal vaccine and its  administration is made at 100 percent of reasonable cost.  For influenza vaccine and its administration provided on or after May 1, 1993, payment is also 100 percent of reasonable cost. Pneumococcal and influenza vaccine and their administration are not subject to the FQHC payment limits.  Instruct freestanding FQHCs to exclude these services from their all-inclusive rate determination and account for them appropriately on the RHC/FQHC cost report.

B.
Payment Limit.--The FQHC payment methodology for freestanding FQHCs includes one urban and one rural payment limit.  The payment limit for an FQHC is $72.39 (urban) and $62.25 (rural) for covered services provided October 1, 1991 through December 31, 1991.  For services furnished on or after January 1 of each subsequent year, the FQHC payment limit is increased as of the first day of the year by the percentage increase in the MEI applicable to primary care physician services.  Additionally, the 1992 through 1996 FQHC payment limits include adjustments reflecting the general increase in family practice physician payments resulting from the transition to the physician fee schedule.  For services furnished on or after January 1, 1997, the FQHC payment limits have been adjusted to reflect the 1997 increase in the MEI of 2.0 percent.


Designate an FQHC as an urban or rural entity based on the urban and rural definitions in §1886(d)(2)(D) of the Act.  If an FQHC is located within a Metropolitan Statistical Area (MSA) or New England County Metropolitan Area (NECMA) and can be classified as a large or other urban area as determined by the Bureau of Census, then the urban limit applies.  If an FQHC is not in an MSA or NECMA and cannot be classified as a large or other urban area, the rural limit applies.  Rural FQHCs cannot be reclassified into an urban area (as determined by the Bureau of Census) for FQHC payment limit purposes.  

The 1997 FQHC payment limits reflect a 2.0 percent increase over the 1996 FQHC payment limits resulting from application of the 1997 MEI increase of 2.0 percent.  The FQHC payment limits and annual adjustments are listed below.

2-214.2
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Payment Limit



      Annual
             

Rural

   Urban


   Adjustment



  Period
$62.25

   $72.39



---



10/01/91 - 12/31/91           

$63.99

   $74.42



2.8%


01/01/92 - 12/31/92

$65.72

   $76.43



2.7%


01/01/93 - 12/31/93

$69.65

   $81.00



5.98%


01/01/94 - 12/31/94

$72.63

   $84.47



4.28%


01/01/95 - 12/31/95

$75.60

   $87.93



4.09%


01/01/96 - 12/31/96

$77.11

   $89.69



2.00%


01/01/97 - 12/31/97

Section 1833(f) of the Act provides that each RHC payment limit applies to services provided during a calendar year.  Since the FQHC payment limit application is consistent with §1833(f) of the Act, it is possible for different payment limits to apply during one reporting period.  Medicare visits to which different payments limits apply and the resulting Medicare costs must be separately identified on Form HCFA-222-92. 

2216.1
Payment Limit for Freestanding FQHC Networks.--A network of freestanding FQHCs consists of a group of 2 or more FQHCs which are owned, leased, or, through any other device, controlled by one organization.  FQHC networks have the option to file either a single consolidated cost report for the entire network or separate cost reports for each site with a provider number within the network.  Subsection A applies to FQHC networks electing to file separate cost reports, while subsections B and C apply to FQHC networks electing to file a consolidated cost report.

A. 
Separate Payment Limits.--If an FQHC network chooses to file individual cost reports for each site,  pay each site the lower of its specific all-inclusive rate or the applicable payment limit. The applicable payment limit depends on the geographic designation of each specific site (either urban or rural).  The home office must allocate costs that are applicable to individual sites appropriately to each site within the network.  Review the home office cost allocations and determine if these allocations are appropriate.

B.
Consolidated Payment Limit for Networks Having Mixture of Urban and Rural Sites.--If an FQHC network includes both urban and rural sites, pay the entire network the lower of the network all-inclusive rate or a single weighted payment limit calculated for the entire network.  Weight the payment limit by the percentage of urban and rural visits as a percentage of total visits for the entire FQHC network. Weight the urban payment limit by the percentage of visits attributed to urban sites and the rural payment limit by the percentage of visits attributed to rural sites.
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EXAMPLE:
A weighted calculation based on the 1991 urban limit of $72.39 and rural limit of $62.25 is illustrated below.  This FQHC network contains 3 urban sites and 2 rural sites.

     


FQHC Site                  Limit Adjusted By Percent Of Total Visits
   
               Urban Site #1
                         25% of total network visits

       Urban Site #2


         22% of total network visits

       Urban Site #3


         18% of total network visits

       Total Urban 

       Limit Component

         65% x $72.39 = $47.05


       
       Rural Site #1


         20% of total network visits

       Rural Site #2


         15% of total network visits

       Total Rural

       Limit Component

         35% x $62.25 = $21.79                 

       
       
       Weighted Network Limit        $47.05  (urban weight)

       






     +$21.79   (rural weight)  

       




               $68.84                                 

The 1991 weighted FQHC payment limit for this example is $68.84.  The entire network is paid the lower of the urban/rural network weighted payment limit or the network all-inclusive rate (total costs divided by visits) for each covered visit.  Apply the annual adjustment to the urban and rural payment limits prior to calculating the network single weighted payment limit.

C.
Consolidated Payment Limit for Networks With All Urban or All Rural Sites.--If a network includes all urban or all rural sites, pay the entire network the lower of the network all-inclusive rate or the applicable network urban/rural payment limit.  The consolidated weighted payment limit calculation is only applicable to networks with a mixture of both urban and rural sites. 

2217.
EXCEPTION OPTION FOR FEDERALLY FUNDED HEALTH CENTERS AS OF SEPTEMBER 30, 1991

An FQHC that was previously a Federally funded health center (FFHC) paid on a charge related to cost basis as of September 30, 1991 may file a request for an exception to the freestanding FQHC payment limits.  Make a payment adjustment only to the extent the costs are reasonable under Medicare principles of payment and attributed to the circumstances specified below and verified by you.

A.
Basis for Exceptions.--A former FFHC (as of September 30, 1991) can file for an exception on one basis only.  It must file an FQHC cost report and document that it will suffer a decrease in revenues as a result of the application of the FQHC payment limit.   Determination of a decrease in revenue is made based on the filing of an FFHC cost report consistent with the current FFHC payment methodology.  The FFHC cost report must be submitted to you within 180 days after the date on your initial notice of program reimbursement.

2-214.4
Rev. 409

02-94                                           PAYMENT TO PROVIDERS                                  2217(Cont.)

B.
Adjustment Amount.--Calculate the adjustment amount based on the FFHC methodology and cost report.  This amount is based on the lower of the all-inclusive rate or the entity specific payment limit used in the FFHC charge related to reasonable cost payment methodology.  

1.
All-Inclusive Rate.--FQHCs filing an FFHC cost report must calculate their all-inclusive rate based on FQHC covered services only.  Costs of Medicare Part B services not covered under the FQHC benefit are not allowable for this all-inclusive rate determination. 

2.
Payment Limit.--Adjust the FFHC payment limits to reflect the FQHC scope of services.  The FFHC payment limit adjustment allowed under this exception option excludes services not covered under the FQHC benefit and includes FQHC preventive services.  The addition of FQHC preventive services and exclusion of non-FQHC covered services yields an overall net 2.1 percent increase to the previously applicable FFHC statewide payment limits.  Apply the 2.1 percentage increase regardless of laboratory site.

C.
Time Frame of Exception Option.--This exception option is limited to 3 cost reporting years ending August 31, 1995.  An FFHC as of September 30, 1991, may include 3 full year cost reports or a combination of 1 partial and 2 full years.  A separate exception request must be filed each year.  The August 31, 1995, fiscal year end date is the last ending date that an FFHC could complete 3 full fiscal years from the start of the benefit.
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Overpayments
2219.
INTEREST CHARGES/PAYMENTS ON OVERPAYMENTS AND UNDERPAYMENTS --GENERAL

Section 117 of Public Law 97-248, the Tax Equity and Fiscal Responsibility Act of 1982, and HCFA regulations promulgated thereunder (42 CFR 405.376), establish specific rules for the payment of interest on Medicare overpayments and underpayments.  As a general rule, interest will be assessed in accordance with the prevailing rate(s) specified in the Treasury Fiscal Requirements Manual (TFRM) 8020.20, on all determinations made on or after September 3, l982, unless the overpayment is recouped or the underpayment is paid within 30 days of a "final determination." Nothing in these sections is meant to change any instructions or procedures that are in effect with regard to overpayment collection efforts. (See § 2220.)

The provisions of this section do not apply to overpayments or underpayments determined as a result of interim rate and periodic interim payment (PIP) adjustments or utilization reviews.  The basic rules for assessing interest are:

A.
Charging of Interest.--Interest will be charged on overpayments, and will be paid on underpayments, to providers and suppliers of services (including physicians and other practitioners), if the overpayment or the underpayment is not liquidated within 30 days from the date of the final determination.

B.
Accrual of Interest.--Interest will accrue from the date of the final determination and will either be charged on the overpayment balance or paid on the underpayment balance for each 30-day period that complete liquidation is delayed.  For periods of less than 30 days, a 30-day interest charge will accrue on any principal balance outstanding at the beginning of the 30-day period.

2219.1
Final Determination.--The definition of final determination used in conjunction with 42 CFR 405.376ff. is not synonymous with the term final determination used in settling provider cost reports when you issue a Notice of Program Reimbursement (NPR) under 42 CFR 405.l803.  For purposes of this chapter:

A.
A final determination is deemed to occur upon final settlement of a cost report when both an NPR and a written demand for payment of an overpayment or a written determination of an underpayment is transmitted to a provider based upon:

1.
An audited final settlement;

2.
Final settlement without audit; or

3.
Reopening for any reason.

B.
When an NPR is not utilized, a final determination is deemed to occur upon the issuance of a written determination and a written demand for payment of an overpayment or the issuance of a notice of underpayment to a provider based upon:

1.
Initial retroactive adjustment, with or without desk review; or

2.
Revised initial retroactive adjustment.
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For special requirements concerning demand letters issued as a result of this determination see §2219.5C.

C.
A final determination is deemed to occur upon the due date of a timely filed cost report which indicates an overpayment is due HCFA and is not accompanied by payment in full.

D.
A final determination is deemed to occur with respect to a cost report that is not filed on time, from the date due until such time as the cost report is filed.  (NOTE: Generally cost reports are due on or before the last day of the third month following the close of the period covered by the report.  A single 30-day extension of the due date of the cost report may be granted for good cause.)

2219.2
Rates of Interest.--The interest rates on overpayments and underpayments will be the quarterly prevailing rate(s) specified in bulletins issued under § 8020.20 of the TFRM. The rate is published quarterly in the Federal Register prior to the first day of each calendar quarter to be applied to determinations made during the succeeding calendar quarter.  Interest assessed for both late payments and installment payments is computed as simple interest using a 360-day year.  Simple interest is interest that is paid on the original principal balance and after each payment interest accrues on the remaining unpaid principal balance.  Interest charges will not be prorated on a daily basis for overdue payments received during the month (e.g., 10, l5, or 20 days late).  Interest is assessed for the full 30 day period. The interest rate on each of the final determinations will be the rate in effect on the date the determination is made.

If periodic but unscheduled payments or credits are made in different calendar quarters, the quarterly rate prevailing at the time of the final determination is charged and remains the same until the debt is liquidated.  Interest must be recalculated based on the outstanding balance at 30-day intervals from the date of final determination.

The interest rate charged on overpayments repaid through an approved extended repayment schedule is the rate that is in effect for the quarter in which the determination was made.  The rate remains constant unless the provider defaults (i.e., misses two consecutive installment payments) on an extended repayment agreement. When the provider defaults on such an agreement, interest on the balance of the debt may be changed to the prevailing rate in effect on the date of the default if that rate is higher than the rate specified in the agreement.

2-215.1
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2219.3
Interest Accruals.--

A.
Overpayments.--Generally, interest charges on an overpayment begin to accrue on the date you issued an NPR and/or a notice of final determination of an overpayment, along with a written demand for payment, unless the overpayment is fully paid within 30 days of such notices (§ 2219.1A., B., and C.).  However, there are certain exceptions.

1.
Untimely filed cost reports, regarding final determinations at § 2219.1C., and D. --Interest always accrues for any overpayment on a late filed cost report for the period of delinquency when an overpayment is declared or determined.  The overpayment may appear on the cost report, or may be determined later (including increases to overpayment, see (2) below) through desk review or audit.  Interest accrues during the period a cost report remains unfiled beyond the due date, and is due and payable following the notice of a final determination even though the overpayment is satisfied at the time of the delayed filing of the report or within the 30-day period after notice of a final determination.  On any subsequent determination that increases the overpayment on a cost report filed untimely, the additional overpayment is also subject to accrued interest charges for the period the cost report was due until the date filed.

2.
Increase in overpayment over the amount declared on an untimely filed report.--Where desk review, audit or reopening determinations increase the originally filed and declared overpayment, the revised overpayment also is subject to the general provisions governing interest on overpayments from the date of the new or revised notice of final determination unless fully satisfied within 30 days of the new or revised notice of final determination.  These interest charges will be in addition to the interest charges payable under Item 1 above based on the same additional overpayment.

B.
Underpayments.--Generally interest charges on an underpayment begin to accrue upon your issuance of:

1.
An NPR and a notice of final determination of an underpayment under §2219.1A.

2.
A notice of final determination of an underpayment under §2219.1B when an NPR is not issued.

However, no interest will be due and payable to a provider if you pay the underpayment within 30 days from the date of notice of final determination of the underpayment. Interest will accrue each 30-day period or part thereof on the underpayment balance that has not been satisfied.
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2219.4
Procedures for Applying Interest During Overpayment Recoupment.--

A.
General.--If a provider is unable to satisfy the overpayment within 30 days from the date of final determination and demand for repayment (§22l9.l), interest accrues on the unpaid principal balance and is due and payable for each 30-day period, or portion thereof that an overpayment balance is outstanding.  First apply any payments received to the accrued interest charges and then to the overpayment principal.  If the provider has more than one overpayment outstanding for different cost periods and a payment is received, credit it to the oldest overpayment first, unless the provider designates otherwise.

B.
Recoupment Through Installment Payments.--A provider is expected to repay any overpayment as quickly as possible.  If a provider cannot refund the total amount of the overpayment within 30 days after receiving the first demand letter, it should immediately request an extended repayment schedule.  (See §2223 for extended repayment procedures.)

The interest rate to charge on overpayments repaid through an approved extended repayment schedule is the rate in effect for the quarter in which the final determination is issued to the provider.

Interest rates remain constant based upon the initial rate assessed unless the provider defaults, i.e., misses two consecutive installment payments of an extended repayment agreement.  Interest on the principal balance of the debt may be changed to the current prevailing rate if (a) the provider is delinquent on its installment payments and (b) the current prevailing rate in effect on the date the installment becomes overdue is higher than the rate specified in the agreement.  Each payment is applied first to accrued interest and then to principal.  After each payment interest will accrue on the remaining unpaid principal balance.

Whenever recovery is made in equal installments and over several months, use of an amortization table allows you to dispose of the interest calculation within one operation and eliminates the need to perform time consuming clerical and arithmetical activities upon receipt of each installment payment.  Where an amortization table is not available for the particular interest rate assessed, calculate the equal monthly installment payment which includes the accrued interest by using the following simple interest formula.
MP
=
Monthly Payment

A
=
Amount of Loan

i
=
Monthly Interest Rate

n
=
Number of Payments

MP
=
(A) (i)
l - ( l )
n

(1 - i)
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Note:  Do not use this formula where overpayments are collected by offsets or by other than a monthly repayment schedule.

Assume that a $5,000.00 overpayment is to be repaid over a period of 36 months at an annual interest rate of 9.5%.  The amount of each of the 36 equal monthly payments required to fulfill the repayment agreement is calculated as follows:

A (Amount of loan) = $5,000.00

n (number of payments) = 36 (months)

i (periodic interest rate) = 9.5%/12 (rate per month)

MP(monthly payments = ?

MP
=
$5,000.00 x .095





12

_________________

l - ( l )
        

36

(1 - .095)

12

MP
=
$160.15 (Equal Monthly Payment)

Once the terms of an extended repayment schedule have been agreed to, any repayment schedule of 6 months or more must be contained in an executed promissory note.  The example at Exhibit 1, should be used by all intermediaries.  Note that this example contains the provisions for offsetting any underpayment of subsequent cost reporting periods against the outstanding overpayment in order to liquidate the debt as soon as possible.  Offset must be made even though the debtor is not in default. Extended repayment schedules call for timely installment payments on the same day each subsequent month, e.g., the first, fifteenth.

C.
Proof of Receipt--The U.S. Postal Service postmark date is controlling in determining the timely receipt of a cost report or payment of an overpayment. Therefore, retain all envelopes in order to have proof of receipt.  If a due date for any payment falls on a holiday or a weekend, the next working day is considered the official due date for the purpose of applying the late charge. A provider using a meter postage machine must have a U.S. Postal Service postmark confirming the validity of the postmark date.  The date the cost report or payment is received controls if any other mailing service was used.
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2219.5
Notification to Providers.--

A.
Reminder Letters--Intermediaries are required to issue reminder letters to a provider of the time limitation for filing the cost report when the provider fails to file by the last day of the second month following the end of the cost report period.  In addition to the requirements outlined in §§223l.l, 2231.2 and 2231.3, include the following:

1.
If a cost report is not filed on time and indicates an amount is due HCFA, or if it is subsequently determined that an additional overpayment exists, such as when an NPR is issued, interest will be assessed on the overpayment from the due date of the cost report to the date the cost report was filed.  This interest assessment is made regardless of whether the overpayment is liquidated within 30 days.

2.
If a cost report is filed on time and indicates an amount is due HCFA, interest will accrue on that overpayment from the date the cost report is due, unless full payment accompanies the report or the provider and you agree in writing, in advance, to subtract the amount of the overpayment from interim payments over the next 30-day period.

B.
Notice of Program Reimbursement (NPR).--In addition to the requirements outlined in §2605 of this chapter all NPRs issued after September 3, 1982, must include the following--"In accordance with the procedures of 42 CFR 405.376ff interest will be assessed on the amount due HCFA unless full payment is made within 30 days from the date of the Notice.  Interest will be assessed for each 30-day period, or part thereof, that payment is delayed."

C.
Overpayment Demand Letters.--In addition to the requirements of §2222 your written demand for repayment must contain a notice that in accordance with 42 CFR 405.376, interest will be charged on all overpayments determined on or after September 3, 1982, at the prevailing rates as specified by the TFRM unless repayment is made within 30 days.  Interest will be charged for each 30-day period, or portion thereof, that payment is delayed and will accrue from the date of the final determination.  You may use the following language in explaining how interest will be charged:

"If payment in full is not received by, (specify a date 30 days from the date of the notification), simple interest at the rate of---will be charged on the unpaid balance. For periods of less than 30 days the full monthly interest charge will be applied. Thus, if payment is received 31 days from the date of final determination, two 30-day periods of interest will be charged. Each payment will be applied first to accrued interest and then to principal.  After each payment, interest will accrue on the remaining principal balance at the prevailing quarterly rate in effect on the date of final determination."

2-215.5
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When you issue a demand letter prior to the issuance of the NPR (§2219.1B) the written determination must set out the basis for the overpayment.  Advise the provider that it has 15 days from the date of such notification to contest the determination regarding the existence or the amount of the overpayment.  Inform the provider that its response must include pertinent evidence supporting its statement why the overpayment is wrong.  If there is no timely response or if the response indicates agreement, interest will accrue from the date of the initial retroactive adjustment. Where the response, accompanied by pertinent evidence disputes all or part of the overpayment, interest will not be assessed on the disputed amounts.  You must review the evidence submitted and issue a revised determination within 30 days from the receipt of such evidence.  Interest will accrue upon the basis and date of the revised determination.  If an audit is in process, the resolution of the disputed issues may be delayed until issuance of the NPR.  If you proceed to make a revised determination, it must contain specific findings and explanations as to why your reimbursement decision differs from the amount the provider claimed.  Interest will accrue on undisputed issues from the date of the initial retroactive adjustment.  In addition to the above general requirements, demand letters issued prior to the NPR must contain the following language:

"Should you consider that this determination is not in accordance with the provisions of 42 CFR 405.401ff., this is to advise that you have 15 days from date of this notice before suspension of interim payments is initiated to submit any evidence to support a position that the determination is contrary to the principles of reimbursement."

When the NPR is issued with a demand letter the 15 day notice is not to be included.  The NPR and/or written determination of an overpayment and demand letters may be combined in one document as long as the requirements of §2219.5 B&C are included. You should exercise care to insure that all notices required by §2219.5 are dated and mailed on the same day.  The first day of the 30-day period is the day following the date of the final determination.

2219.6
Waiver And Adjustment Of Interest Charges.--

A.
Waiver Of Interest Charges.--Interest charges will be waived if the overpayment is completely liquidated within 30 days from the date of final determination, or if you or the RO determine that the administrative cost of collection would exceed the amount of interest.  Interest will not be waived for the period of time during which the cost report was due but remained unfiled as specified in § 2219.1(D) and (E).  Also, interest will not be waived where a cost report is timely filed indicating an amount due HCFA and is not accompanied by payment in full as specified in § 2219.1C unless the provider and the intermediary agree in advance to liquidate the overpayment through a reduction in interim payments over the next 30-day period..

B.
Adjustment of Interest Charges--

1.
Reopenings - When you reopen a final settlement pursuant to 42 CFR 405.1885 -1887(a) and such reopening reverses some or all adjustments, whereby the previous overpayment is reduced or eliminated, make an appropriate adjustment to previously charged and recovered interest to reflect the proper interest chargeable under 42 CFR 405.376 and the policies set forth. Interest accrues on the outstanding overpayment during the period of reopening procedures.
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Should the reopening action establish or increase an overpayment, the rate of interest on the additional or new overpayment is the rate in effect as of the date of the new notice of final determination.

2.
Intermediary and PRRB Hearings--If an overpayment or underpayment determination is reversed administratively by you or by the PRRB, and the reversal is the final decision in the case, it is necessary to recalculate the correct amount of interest to be assessed.  If any excess interest or principal has been collected, refund it to the debtor. No interest accrues on the refunded amount unless payment is not made within 30 days from the date of notification of the corrected overpayment or underpayment amount.

If the hearing results in an additional overpayment, assess interest charges, including charges for a late filed cost report, on the additional amount at the rate in effect on the date of the revised final determination.  Interest does not accrue until you notify the provider of the revised overpayment or underpayment amount.

3.
Judicial Review--The policies and procedures of this section do not apply to the time period for which interest is payable under 42 CFR 405.454(l) because the provider seeks judicial review of an adverse decision by the PRRB or the decision of the Administrator. Prior to the time that judicial review is sought, interest accrues at the rates specified in 42 CFR 405.376. Make a full or partial reduction in the amount of interest assessed where a decision is made favorable to the provider and it is the final decision in the case.

2219.7
Examples of Application.--

A.
Cost Report Filed On Time--The provider with a FYE 8/31/83 submits a cost report on 11/28/83, showing $10,000 due the program, payment in full accompanies the cost report.  On 12/15/83, the intermediary completes the desk review and determines an additional $25,000 overpayment.  The prevailing interest rate at this time is 9 percent. The provider does not pay the $25,000 additional overpayment until 2/3/84.  Interest, therefore, at a rate of 9 percent per annum accrues on the $25,000 for two 30-day periods.  On 6/18/84, the intermediary completes its audit and issues an NPR and a written demand showing an additional amount due the program of $16,000.  The interest rate at the time the NPR was issued is 12 percent.  On 8/15/84, the provider pays the $16,000 overpayment plus $320.00 interest (two 30-day periods at 1 percent per month.) As a result of a hearing on 12/l0/84, the PRRB reverses the intermediary's findings and determines that the correct amount due the program was $35,000 ($10,000 when the cost report was filed plus $25,000 determined on desk review.)  The $16,000 in principal and $320.00 interest that were charged and collected must be returned to the provider.

Assume the same facts as above, but that as a result of a reopening or a PRRB decision, it was determined that the correct overpayment is $24,000, the $10,000 originally due plus $14,000 due on the desk review.  In addition to returning the $16,320, recompute the interest on $14,000 at 9 percent, (the rate in effect at the time of the desk review) and refund any principal and interest collected in excess of this amount.

2-215.7
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B.
Cost Report Not Filed On Time--The provider submits its cost report 70 days late and pays the declared overpayment of $50,000 when filing.  Interest at the prevailing rate, (assume 12 percent) accrues from the due date until the date filed, or, in this case, three 30-day periods.  Interest is charged during the period of delinquency whether or not payment accompanies the cost report.  The intermediary performs a desk review and determines an additional overpayment of $12,000.  The rate at this time is 11 percent. Interest at 11 percent is charged on the $12,000 for the three 30-day periods of delinquency.  Interest accrues at 11 percent on the $12,000 if payment is not made in 30 days.

A provider with FYE 6/30/83 submits its cost report late on 11/15/83, indicating an amount due the program; payment did not accompany the report.  Interest is charged for two 30-day periods, from 10/1/83 through 10/30/83 and 10/31/83 through 11/15/83, the date filed.  Do not accrue an additional month's interest based on the fact that payment did not accompany the report.  This would result in a double interest assessment.  Interest however, accrues on the declared overpayment from the date the cost report is filed to the date the amount due is paid.  The interest rate to charge is the rate in effect on the day the cost report became overdue, 10/1/83.  On 3/12/84, the intermediary completes the audit and determines an additional overpayment, issuing an NPR and demand letter. Interest will be charged on this additional amount at the rate in effect on 3/12/84.

Assume the same facts as above.  The provider submits payment with the delinquent cost report. The amount received is applied first to any accrued interest and then to principal.  The interest rate applicable to the remaining principal is the rate in effect at the time the cost report became overdue. If only partial payment accompanies the report, the same rule applies.

For any periods of delinquency that began on or after 9/3/82 but prior to 12/6/82, the date 42 CFR 405.376 was published in the Federal Register, interest will not be charged for the delinquency period based on any subsequent determinations.  Interest will be charged in these cases only when full payment of an overpayment is not received within 30 days of a final determination.  (See §2219.1)   Legal notification of the effective date of the regulation will be applied as of the date of publication, 12/6/82.
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EXHIBIT 1


PROMISSORY NOTE CONTAINING AGREEMENT FOR JUDGMENT
FOR VALUE RECEIVED, the undersigned (Maker) promises to pay to the UNITED STATES OF AMERICA, or order, the sum of _________________Dollars, with interest at the rate of _____________percent per annum, in monthly installments of not less than _________________Dollars on or before the ________________day of each calendar month beginning_____________, until such obligation is fully paid, including the final payment, which payment shall be equal to the unpaid principal plus accrued interest.

The rate of interest is based upon the current value of funds to the Treasury as determined by the Department of Treasury at the prevailing rate effective for the quarter ending________. Monthly payments will be applied first to accrued interest and then to the unpaid principal balance.

Any amount found due and payable to the maker from the UNITED STATES OF AMERICA resulting from any periodic cost settlement by the parties for any MEDICARE cost report period ending prior to payment in full of this debt shall reduce the amount due on this note by being applied first to accrued interest and then to the unpaid principal balance.

At the option of the holder of this note, and without further notice to the Maker, this agreement shall be in default when two consecutive payments are overdue and the full remaining unpaid balance (including all unpaid interest and unpaid principal) shall become immediately due and payable, plus interest accruing from the date of default (at either the rate specified on this note, or the prevailing Treasury Rate in effect on the date the second consecutive payment becomes overdue, whichever is higher.)

If the Maker shall become insolvent, or makes a general assignment for the benefit of creditors, or files a petition in bankruptcy, or if a petition in bankruptcy shall be filed against the Maker, or a receiver be appointed of its property or assets, then the indebtedness evidenced hereby shall become at once due and payable without notice.

The Maker and any sureties, endorsers, and guarantors of this note severally waive presentment for payment, notice of non-payment, protest, and notice of protest and diligence in bringing suit against any party hereto, and further severally agree, in case payment of this note shall not be made in accordance with its terms and conditions, to pay the cost of collecting this note including legal expenses and court costs, if any.

I (we) do hereby authorize and empower the United States Attorney, any of his assistants, or any attorney, of any court of record, State or Federal, to appear for me (us) and to enter and confess judgment against me (us) for the entire amount of this obligation, with interest, less payments actually made, at any time after the same becomes due and payable, as herein provided, in any court of record, Federal or State; to waive any venue requirement in such suit; and to release all errors which may intervene in entering up such judgment or in issuing any execution thereon; and to consent to immediate execution on said judgment.

2-215.9
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Until further notice this note shall be payable at the office of

___________________________________________________________________________

Signed:

_____________________

(Name & Title)

DATED:  This ____day of____,19

_________________________, being duly sworn, deposes and say that_____________________executed the foregoing statement and confession for the purpose of confession of judgment against_______________________________and that the facts therein stated are true.

SUBSCRIBED AND SWORN to before me

this______day of_______________,19

_____________________________________________________________

Notary Public in and for said County and State.

My Commission Expires______________________________________________
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2220.
OVERPAYMENT FOR PROVIDER SERVICES--GENERAL

Overpayments are Medicare funds a provider has received in excess of amounts due and payable under the statute and regulations.  Once a determination of overpayment has been made, the amount is a debt owed by the provider to the United States Government.

Under the Federal Claims Collection Act of l966, as amended, each agency of the Federal Government (pursuant to regulations jointly promulgated by the Attorney General and the Comptroller General of the U.S.) must attempt collection of claims of the Federal Government for money arising out of the activities of the agency.  While you will not be liable for overpayments you make to providers in the absence of fraud or gross negligence on your part, as agents of HCFA, you must attempt recovery of provider overpayments in accordance with HCFA regulations.

The Federal Claims Collection Act requires timely and aggressive efforts to recover overpayments, including efforts to locate the debtor where necessary, demands for repayment, and establishment of repayment schedules, suspension of interim payments, and recoupment or setoff, where appropriate.

2220.l
Individual Overpayments.--Overpayments may arise in a variety of ways, but generally stem from an incorrect payment to a provider on behalf of a beneficiary for a particular stay.  Some examples are:

o
Payment for provider services after benefits have been exhausted or where the individual is not otherwise entitled to benefits;

o
Inaccurate application of the deductible or coinsurance;

o
Payment for noncovered items and services, including medically unnecessary services and custodial care where payment cannot be made under the waiver of liability provisions in §l879; and/or

o
Erroneous information on bills causing incorrect DRG codes.

For handling individual overpayments see Part 3, §§3707ff.

2220.2
Aggregate Overpayments.--Aggregate overpayments to providers (overpayments arising in other than individual cases) may occur by:

o
A pattern of furnishing and billing for excessive or noncovered services (see §2229);

o
Inclusion of nonallowable or excessive costs in the provider's cost report (see §2230);

o
Excessive interim payments made to the provider (§2230);

o
Failure to repay accelerated payments (§2230);

o
Failure to file cost reports (§223l); or

o
Determination of amounts due during desk review, final settlement and reopening of the cost report.
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2220.3
Unsolicited Overpayment Refunds.--Actual costs of services cannot be determined until the end of the accounting period because providers are paid on an estimated cost basis during the year.  However, when a provider believes that an overpayment has been received and makes an unsolicited overpayment refund, accept it regardless of the amount.  A retroactive adjustment based on actual costs is made at the end of the reporting period.

2220.4
Timely Deposit of Overpayment Refund Checks.--These instructions are designed to protect the trust fund interest earnings opportunities.


Promptly deposit refund checks into the Medicare "Federal Health Insurance Benefits Account" in accordance with the following guidelines:


o
Deposit receipts of overpayment refund checks of $1,000 or more  on a daily basis.


o
You may accumulate and deposit receipts of less than $1,000 when the total reaches $1,000.


o
Make deposits no less frequently than weekly regardless of the amount accumulated.


A.
Actions Which Will Satisfy "Deposit" Requirements:


o
If the "Federal Health Insurance Benefits Account" is located in a bank in the same city and in close proximity to you, deposit the money that day;


o
If the account is located in a bank that is not in close proximity, mail the deposit to the bank;


o
If the account is located in a bank that is not in your geographic area, mail the deposit (express mail overnight delivery if checks total over $10,000); or


o
If you maintain a depository account, make the deposit the same day (do not mail it).


B.
Recommended (Not Mandatory) Procedures to Expedite the Deposit of Refund Checks:


o
If cost justified, establish a separate post office box for Medicare refund checks to expedite the collection/deposit process;


o
Establish written procedures for the receipt, processing and deposit of refund checks;


o
In some instances, it would be appropriate to open a "depository account" at a local bank to eliminate the mail float involved in sending the refund check to a bank located in another State.  When using this procedure, collected funds at the local bank depository are sent via wire transfer to the bank where the Medicare account is established;


o
Where the average monthly deposit of refund checks exceed several million dollars, establish a "lockbox" at your geographic location.  A cost analysis will determine whether or not a "lockbox" is warranted.


NOTE:
Approval from HCFA CO and your respective RO is required when you wish to open either a depository account or a lockbox at a local bank.

2-217.1
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2221.
DETERMINATION OF AMOUNT OF OVERPAYMENT

You are responsible for determining the amount of provider overpayments.  The methods for computing these amounts are:

A.
Cost Report Filed and Settled.--The overpayment is the difference between the provider's costs payable under Medicare on the filed cost report and the cost report settled by you.  The differences may be due to (this list is not all-inclusive):

o
The claimed program costs are higher than the program costs you determined:

o
The difference between claimed program utilization and actual covered utilization;

o
Inclusion of nonallowable or excessive costs in the cost report;

o
Adjustments to claimed pass-through amounts, DRG payments, outlier amounts, interim payments; or

o
Correction of errors in the cost report.

B.
Cost Report Filed But Not Settled.--The amount of the overpayment is the sum of:

o
The amount you determined to be due from the provider for the period for which the cost report was filed (less any amounts recovered);

o
Errors in the cost report;

o
Amounts you determined to have been overpaid as a result of a review of claims because that provider had a pattern of furnishing excessive or noncovered services; and/or

o
Adjustments to the provider's claimed pass-through amounts, DRG payments, outlier amounts and interim payments.

C.
Cost Report Overdue.--Where a cost report has not been filed timely, the overpayment is the sum of:

o
All interim payments made for beneficiary services rendered during the accounting period for which the cost report has not been filed;

o
All interim payments made for beneficiary services rendered subsequent to such accounting period; and

o
Any outstanding accelerated payments on account, lump-sum interim payments, and any other interim payments.

D.
Interim Rate Adjustments.--The overpayment is the difference between the amounts that were previously paid and the amounts that should have been paid under the most recent interim rate determination.  Overpayments to providers (overpayments arising in other than individual cases) may occur because of (this list is not all-inclusive):

o
Decrease in the case mix index use in computing the interim rate;

o
Fluctuations in utilization, pass-through costs, number of available beds, number of interns and residents;
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o
Change in services provided which was not timely reported to you;

o
Lack of timely billing by a PIP provider; or

o
Excessive denial rates experienced by the provider.

222l.l
Provider Possibly Without Fault.--If the provider alleges that it was without fault with respect to the overpayment, e.g., where it claims that it billed for the services in reliance on misinformation from an official source, or if there is other evidence that the provider was without fault, consider relieving the provider of liability under Part 3, §§3708ff.  Explore this issue before pursuing recovery.

Where the provider is determined not to be without fault under the criteria in Part 3, §3708.l, state this in the recovery letter and give the reasons for the determination. Refer questions as to whether a provider was without fault in a given situation to:

Health Care Financing Administration

Bureau of Policy Development

Director, Office of Coverage and Eligibility Policy

Room 401 East High Rise

6325 Security Boulevard

Baltimore, MD  2l207

Where the provider is determined to be without fault in causing an aggregate overpayment, consider whether to recover from the individual beneficiaries in accordance with Part 3, §§3708ff. However, if it appears that the overpayment was due to misinformation from an official source, submit the case with file to HCFA for consideration as to whether the overpayment can be waived.

2222.
OVERPAYMENT DEMAND LETTERS

The purpose of an overpayment demand letter is to notify the provider of the existence and amount of an overpayment, and to request repayment.  Every demand letter, regardless of the cause of the overpayment or the status of the provider, must meet certain requirements as to form and content. Each demand letter is:

o
Sent to the provider.  (Do not address the letter to the facility only, but to the person(s) you identified as responsible for any debts incurred by the provider.  (See §2228A2.)  If a third request is necessary forward a copy to the RO;

o
Sent by certified mail, return receipt requested (FIRST REQUEST ONLY);

o
Labeled either--FIRST REQUEST, SECOND REQUEST, or THIRD REQUEST;

o
For a first request, mailed immediately after discovery or determination of the overpayment (for an overdue cost report, the first day after the due date or extended due date, or the first day after the 45 day period following program termination.  In overdue cost report cases, the next two items do not apply).  In the case of the second or third request, mailed 30 days after the most recent demand letter (with an exception as noted on Exhibit 2);

o
Each demand letter is an explanation of the nature of the overpayment, how it was established, and the amount determined.
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o
The demand letter provides an explanation of extended repayment schedules to the effect that approval will be granted only upon the showing of financial hardship and that any such schedule would run from the date of the FIRST REQUEST overpayment demand letter.  State that provider requests for extended repayments of 12 months or more must be accompanied by at least two letters from separate financial institutions denying the provider's loan request for the amount of the overpayment.  This requirement in no way diminishes the need for the submission of financial data to support the provider’s request in accordance with §§2223 and 2224.

o
The demand letter constitutes a request to the provider to refund the overpaid amount. Provide a brief description of the methods of repayment (or, where applicable, request the provider to submit the overdue cost report).

o
The demand letter informs providers, which continue to participate and have filed the cost report, that you will adjust (reduce or suspend) interim payments if you do not receive repayment or a repayment plan within 15 days.  Do not suspend interim payments before the 16th day after the date of notification.

o
The demand letter also points out that, where a cost report has not been filed timely and the provider continues to participate, interim payments were adjusted (reduced or suspended) on the first day following the due date of the cost report.

NOTE:
The cost report reminder letter (see §2231.1A) serves as sufficient notice to the provider that interim payments will be suspended if the overpayment is not received on or before its due date.

A.
Number of Requests.--As a rule, send three overpayment demand letters to a provider. They constitute documentation of recovery efforts and must be in file if the case is referred to the DJ or results in litigation.  (See §§2229-223l for discussion of when to send demand letters in specific situations.)  Keep copies of all demand letters. Where one or two letters have been sent and you believe that further requests would be futile, discontinue sending them.  However, in such cases, consult the RO before taking such action and document the reasons why the full series of letters were not sent.

Similarly, if the demand letters cannot be delivered to the debtors because you have been unable to locate them, further demands need not be made.  Refer such cases to the RO under §2227 as a potentially uncollectable overpayment.  When referring the case, document all attempts made to locate the responsible debtor(s).

Where a repayment schedule has been established (either through refund or setoff against interim payments) after the first or second demand letters have been sent and the provider defaults on the repayment schedule, count the demand letters sent prior to the acceptance of the schedule toward the total of three letters normally sent to an overpaid provider.

B.
Content of Demand Letters.--Exhibits l, 2, and 3 contain detailed analysis of the requirements (these Exhibits are not all inclusive) for each of the three basic demand letters for use in various overpayment situations.  Special requirements for each letter are discussed in the sections on particular types of aggregate overpayments.   (See §§2229-223l.)  Certain items may be combined; for example, the Notice of Program Reimbursement may be attached to the first demand letter.  Since some cases may become very complex, some sample letters have been included.  (See Exhibits 4 and 5.)
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Exhibit l:
Overpayment Demand Letter - First Request

Exhibit 2:
Overpayment Demand Letter - Second Request

Exhibit 3:
Overpayment Demand Letter - Third Request

Exhibit 4:
Sample Overpayment Demand Letter--Cost Report Filed-

Participating Provider

Exhibit 5:
Sample Overpayment Demand Letter--Cost Report is

Overdue--Terminated Provider Active in Title XIX
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EXHIBIT 1


OVERPAYMENT DEMAND LETTER - FIRST REQUEST
KEY:
Overpayment Situations
A
an overpayment due to pattern of excessive or noncovered services

B
cost report overdue, participating provider

C
cost report filed, participating provider (See Exhibit 4)

D
cost report overdue, terminated provider

E
cost report filed, terminated provider

F
cost report overdue, terminated provider active in title XIX (See Exhibit 5)

G
cost report filed, terminated provider active in title XIX

H
interim rate adjustments

 
A
 B
 C
 D
 E
 F
GH



_____________________________ 
Send letter by certified mail
 
X
 X
 X
 X
 X
 X

XX

Mail letter to provider immediately after

establishment of the overpayment

X

 X

 X


XX

Mail letter to provider on the first day

after the due date or extended due date of

the cost report, if not received by then

 

or on the first day after the 45 day period

following program termination

as applicable


X

X
 
X
 

Include explanation of overpayment

determination or Notice of Amount of

Program Reimbursement

X

 X

 X


XX

As applicable, request provider to submit

cost report, make a refund, or arrange

repayment
 
X
 X
 X
 X
 X
 X

XX

NOTIFY PROVIDER THAT FURTHER ACTION WILL BE 

APPLIED IF REQUESTED STEPS ARE NOT TAKEN:
An adjustment (reduction or suspension) of

interim payments has been imposed 

 
 

X

X

Notify provider it has 15 days to work out

a repayment schedule before adjustment

(reduction or suspension) of interim pay-

ments is begun)


 
X

If payment in full is not received within 

30 days, interest will be charged



X

X

X
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OVERPAYMENT DEMAND LETTER - FIRST REQUEST (Cont.)








EXHIBIT 1

 A
 B
 C
 D
 E
 F
 G
H

____________________________________
A suspension of interim payment will be

imposed in l5 days
 X






X

Notify provider it has l5 days to submit

a statement of explanation before suspension

of interim payments is begun
 X






X

Further suspension/reduction of interim 

payments will be imposed in 30 days if

cost report is not received

X

Explain the applicability of the §1870

waiver of liability provision and the 

appeal rights under it when the 

overpayment is due to a pattern of 

services which the provider neither knew 

nor could have been expected to know were 

not reasonable and necessary, or for 

custodial care.  State that the provider 

may appeal an overpayment determination 

when the ultimate liability for its 

repayment rests with the provider.  

Advise the provider that if a 

determination is made that beneficiaries 

are liable for any such overpayment, 

the beneficiaries will be advised of 

their appeal rights under §l879 and 

that the provider could be made a party 

to beneficiaries appeals
 X

Pursuant to §l866(b(2)(A) and (C) of

title XVIII, continued failure to respond

may result in termination of the agreement

(if the overpayment is $l,000 or more)
 X
 X
 X

Termination does not abrogate the respon-

sibility of the provider; therefore, a

deemed overpayment exists



 X

 X

If it becomes necessary to sue in a court

of law to collect the overpayment, interest

will be assessed and collected as part of 

any judgment rendered by the court


 
X

 X
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OVERPAYMENT DEMAND LETTER - FIRST REQUEST (Cont.)





EXHIBIT 1

 A
 B
 C
 D
 E
 F
 G
H

____________________________________
Action to withhold the Federal share of

title XIX payments will be initiated in l5 days




 
X
X

The overpayment, if no action is taken, will

result in referral of the overpayment to

the RO for collection
 X


 X
 X
 X
 X

The case will be turned over to

the Department of Justice
 X


 X
 X
 X
 X
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EXHIBIT 2


OVERPAYMENT DEMAND LETTER - SECOND REQUEST
A
B
C
 D
 E
 F
 G
H

______________________________   _         
Mail letter to provider 30 days after the

first demand letter
 X l/
 X
 X
 X
 X
 X
 X
X

As applicable, request provider to submit

cost report, make a refund, or arrange

repayment
 X
 X
 X
 X
 X
 X
 X

NOTIFY PROVIDER THAT FURTHER ACTION IS IN EFFECT:

(As applicable) All interim payments are

suspended under 42 CFR §405.37l
 X

 X

(As applicable) Interim payments are

further reduced by    % under

42 CFR §405.37l

 X
 X




X

NOTIFY FURTHER THAT:

Pursuant to §1866(b)(2)(A) and (C) of

title XVIII, continuing failure to respond

may result in termination of the agreement

(if the overpayment is $l,000 or more)
 X
 X
 X

Termination does not abrogate the responsi-

bility of the provider; therefore, a deemed

overpayment exists



 X
 
 X
 

If it becomes necessary to sue in a court of

law to collect the overpayment, interest 

will be assessed and collected as part of any 

judgment rendered by the court
 X

 X
 X
 X
 X
 X

Action to withhold the Federal share of 

title XIX payments will be initiated in 

l5/30 days or has been initiated (as applicable)
 X
 X
 X


 X
 X

l/
In this case, mail letter to provider l5 days after the first demand letter.
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OVERPAYMENT DEMAND LETTER - SECOND REQUEST (Con't)
A
B
 C
 D
 E
 F
 G
H

____________________________________
The overpayment, if no action is

taken, will be referred to the RO

for collection
 X
 X
 X
 X
 X
 X
 X

The case will be turned

over to the Department of Justice
 X
 X
 X
 X
 X
 X
 X
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EXHIBIT 3


OVERPAYMENT DEMAND LETTER - THIRD REQUEST
 A
 B
 C
 D
 E
 F
 G
H

_______________________________ _____
Mail letter to provider 30 days after

demand letter 2
 X
 X
 X
 X
 X
 X
 X
X

Send copy of letter to RO
 X
 X
 X
 X
 X
 X
 X
X

As applicable, request the provider to submit

cost report, make a refund, or arrange for

repayment
 X
 X
 X
 X
 X
 X
 X
X

NOTIFY PROVIDER THAT FURTHER ACTION IS IN EFFECT:

All interim payments are suspended under

42 CFR §405.37l
 X
 X
 X




X

NOTIFY FURTHER THAT:

Pursuant to §l866(b)(2)(A) and (C) of

title XVIII, continued failure to respond

may result in termination of the agreement

(if the overpayment is $l,000 or more)
 X
 X

Termination does not abrogate the responsi-

bility of the provider, therefore, a

deemed overpayment exists



 X
 
 X
 

If it becomes necessary to sue in a court

of law to collect the overpayment, interest

at the legal rate will be assessed and

collected as part of any judgment rendered

by the court
 X
 X
 X
 X
 X
 X
 X
X

The overpayment, if no action is taken, will

result in referral of the overpayment to

the RO for collection
 X
X
 X
 X
 X
 X
 X
X

Following, the case will be turned over

to the Department of Justice
 X
X
 X
 X
 X
 X
 X
X
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EXHIBIT 4


COST REPORT FILED - PARTICIPATING PROVIDER


(INTERMEDIARY NAME AND ADDRESS)

Mr. Joe Smith, President

Valley Convalescent Center

Anytown, State  ZIP Code

August 24, 19XX

Dear Mr. Smith:

On July 26, 19XX, we received your cost report for the fiscal year ending June 30. We have fully reviewed this report, and the results of our review have been incorporated in the enclosed copy of your Notice of Amount of Program Reimbursement (dated August 21, 19XX).  As explained in the Notice, we find that the Valley Convalescent Center has been overpaid $1,100.00 for the past fiscal year.

If payment in full is not received by, (specify a date 30 days from the date of the notification), simple interest at the rate of --- will be charged on the unpaid balance.  For periods of less than 30 days the full monthly interest charge will be applied.  Thus, if payment is received 31 days from the date of final determination, two 30-day periods of interest will be charged.  Each payment will be applied first to accrued interest and then to principal.  After each payment, interest will accrue on the remaining principal balance at the prevailing annual rate in effect on the date of final determination.

We request that you refund this amount in full.  If you are unable to make refund of the entire amount at this time, advise this office immediately so that we may determine if you are eligible for a repayment schedule.  (Sections 2409ff. of the Provider Reimbursement Manual explain this procedure.)  Any repayment schedule (where one is approved) would run from the date of this letter. If we do not hear from you, your interim payments will be reduced/suspended starting on the 16th
day from the date of this letter, and set off against the amount owing.

If we can assist you further in the resolution of this matter, we shall be glad to do so.  We expect to hear from you shortly.

Sincerely,

(name and title)

Enclosure


FIRST REQUEST
This example pertains to a case where a cost report is filed, an overpayment is subsequently found, an NPR is issued, and the provider is still participating in the Medicare program--(See § 2230.1.)
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EXHIBIT 5


COST REPORT IS OVERDUE - TERMINATED PROVIDER ACTIVE IN TITLE XIX


(INTERMEDIARY NAME AND ADDRESS)

Mr. Tom Brown, President

Hope Memorial Hospital

Anytown, State  ZIP Code

October 28, 19XX

Dear Mr. Brown:

This letter is in regard to your failure to submit a cost report for the period beginning April 1, 19XX and ending with July 15, 19XX, the date Hope Memorial Hospital terminated its participation in the Medicare program.  Until we receive an acceptably completed cost report from your facility, all interim payments made during the above period are deemed overpayments.  Also, where a cost report is not filed on time and when filed, indicates an amount is due HCFA, or if it is subsequently determined that an additional overpayment exists, such as when a Notice of Program Reimbursement is issued, interest will be assessed on the overpayment from the date the cost report was due to the date the cost report was filed.  This interest assessment is made regardless of whether the overpayment is liquidated within 30 days.

Termination of the facility's Medicare participation in no way abrogated the responsibility of the hospital to comply with the Medicare law, regulations, and instructions applicable to the period when the hospital was participating.  As we previously informed you, the overpayment is $2,765.50, the total amount of the interim payments during your last cost report period.

Further inaction on your part will result in referral of this case to the Health Care Financing Administration Regional Office.  Following this, if you still fail to submit the required cost report, the file will be turned over to the Department of Justice for collection.

Since no response was received to our prior request, on August 29, 19XX, we initiated a request that your Federal share of payments in title XIX (Medicaid) be withheld.  The withholding, once it is effective, will not be removed until you are in compliance with the Medicare law, regulations, and instructions.

Sincerely,

(name and title)


THIRD REQUEST
This example pertains to a case where the cost report is overdue, and the provider has terminated from Medicare but is active in title XIX, Medicaid--(See §2231.3.)
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2223.
ESTABLISHING EXTENDED REPAYMENT.

Where the provider does not comply with the first demand letter requesting that full reimbursement of the overpayment be made, but acknowledges the existence of an overpayment, it may contact you to arrange for a repayment schedule.

A provider is expected to repay any overpayment as quickly as possible.  If it cannot refund the total overpayment within 30 days after receiving the first demand letter, it should request an extended repayment schedule immediately.  The provider must explain and document its need for an extended (beyond 30 days) repayment schedule.  (See § 2224.l.)  If, following desk review, an audit uncovers a larger overpayment, the provider must submit further documentation (see § 2224.l) if it wishes to request an extended repayment schedule for the additional amount.  Generally, no extended period of recovery should exceed l2 months from the date of the first demand letter request for repayment. The proposed repayment schedule must include specified times and amounts of repayments and submitted in writing for approval.  Send a written notification of the approved repayment schedule to the provider.

A repayment schedule may be established to recover all or part of an overpayment. Offset any money owed to the provider prior to establishing a repayment plan.  When a repayment schedule is used to recover part of an overpayment, recover the remainder of the overpayment by suspension of interim payments (see § 2225), setoff of monies due the provider, or from a lump-sum payment by the provider.

2224.
REPAYMENT EXTENDED LONGER THAN l2 MONTHS.

If a provider demonstrates that repayment within a l2 month period would create extraordinary financial hardship, it may request a longer period of repayment.  Where the provider requests a schedule which would run longer than l2 months from the date of the first demand letter, refer the request, with your recommendations, to the RO for disposition.  The documentation listed in § 2224.l is required (as it is for extended repayment periods of l2 months or less) for the RO to make its determination.  The period for recoupment will not be extended unless the provider demonstrates (with supporting documentation) that repayment within a l2-month period would create extraordinary financial hardship.

The RO ordinarily will not establish a repayment schedule for more than 36 months from the date of the first demand letter.  The repayment schedule may be effective with the date the repayment schedule is proposed (or submitted by the provider).  The RO will approve only when it determines that such an action would benefit the program.
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2224.1  
Documentation Supporting a Request for Extended Repayment.--Request the provider to furnish, in addition to its proposed repayment schedule, the following:

o
Balance sheets--the most current balance sheet and the one for the last complete Medicare reporting period (preferably prepared by the provider's accountant).

NOTE:
If the time period between the two balance sheets is less than 6 months (or the provider cannot submit balance sheets prepared by its accountant), it must submit balance sheets for the last two complete Medicare reporting periods.

o
Income statements--related to the balance sheets (preferably prepared by the provider's accountant).

It is suggested that both the balance sheets and income statements include the following statements:

MISREPRESENTATION OR FALSIFICATION OF ANY INFORMATION CONTAINED IN THIS BALANCE SHEET OR INCOME STATEMENT MAY BE PUNISHABLE BY FINE AND/OR IMPRISONMENT UNDER FEDERAL LAW.

CERTIFICATION BY OFFICER OF ADMINISTRATOR

OF PROVIDER(S)

I HEREBY CERTIFY that I have examined the balance sheet and income statement prepared by                            and that to the best of my knowledge and belief, it is a true, correct, and complete statement from the books and records of the provider.

Signed                                                     
Officer or Administrator of

Provider(s)                                              
Title

Date

o
Statement of Sources and Application of Funds--for the periods covered by the income statements (see Exhibit 6 for recommended format).

2-221.1
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o
Cash flow statements--for the periods covered by the balance sheets (see Exhibit 7 for recommended format).  If the date of the request for an extended repayment schedule is more than 3 months after the date of the most recent balance sheet, a cash flow statement should be provided for all months between that date and the date of the request.  

In addition, whether or not the date of the request is more than 3 months after that of the most recent balance sheet, a projected cash flow statement should be included for the 6 months following the date of the request.

o
Projected cash flow statement--covering the remainder of the current fiscal year.  If fewer than 6 months remain, a projected cash flow statement for the following year should be included. (See Exhibit 7 for recommended format.)

o
Amount of outstanding--accelerated payments.

o
List of restricted cash funds--by amount as of the date of request and the purpose for which each fund is to be used.

o
List of investments--by type (stock, bond, etc.), amount, and current market value as of the date of the report.

o
List of notes and mortgages payable--by amounts as of the date of the report, and their due dates.

o
Schedule showing amounts--due to and from related companies or individuals included in the balance sheets.  The schedule should show the names of related organizations or persons and show where the amounts appear on the balance sheet--such as Accounts Receivable, Notes Receivable, etc.  (See l000ff. of the Provider Reimbursement Manual, Part I for definition of related organizations.)

This information may provide a lead to possible setoffs between underpayments and overpayments of related participating providers.

o
Schedule showing types--and amounts of expenses (included in the income statements) paid to related organizations.  The names of the related organizations should be shown.

o
The percentage of occupancy--by type of patient (e.g., Medicare, Medicaid, private pay) and total available bed days for the periods covered by the income statements; and 

o
Requests for extended repayment--of 12 months or more must be accompanied by at least two letters from separate financial institutions denying the provider's loan request for the amount of the overpayment.
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If a provider is unable to furnish some of the documentation, it should fully explain why it is unable to.  Where the provider's explanation is reasonable and the documentation is otherwise acceptable, forward the request for extended repayment to the RO with your recommendation.  Continue recoupment of the overpayments pending receipt of the documentation and a decision on the extended repayment request.

An extended repayment schedule protocol assists you in evaluating extended repayment requests. (See Exhibit 5-A)  Complete the protocol for all extended repayment requests. Forward a completed copy to the RO on those requests that exceed 12 months.

2-22l.3
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Exhibit 5-A


PROVIDER MEDICARE OVERPAYMENTS



Protocol for Reviewing Extended Repayment Schedule (ERS)


Provider                                                                    
Provider Number                                 
                                  

Cost Report FYE                                                      
Overpayment Amount $                           
 

Date of Demand Letter                           
No. of Months Requested for ERS                       
           

Date ERS Approved/Not Approved (12 mos. or less)                  No. of Mos. Approved         
         

Date Referred to RO for Consideration                                                                                    
                                    

Name of Intermediary                                                                                                                                                                                                                         

Reviewed By                                                                  
Date                                          
  Intermediary Analyst


Supervisor Review                                                        
Date                                          
Intermediary Official


1.
Summarize the major reasons why the overpayment occurred.


                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          

2.
Review the documentation sent by the provider for completeness.  (Refer to  §2224.1 for recommended documentation.)  Analyze the financial data submitted to determine the availability of cash, marketable securities, accounts receivable, restricted and unrestricted endowment funds, or special funds.  Consider whether these funds could be used for partial or full payment of the overpayment.  Also, requests for ERS of 12 months or more must be accompanied by at least two letters from separate financial institutions denying the provider's loan request for the amount of the overpayment.
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3.
Perform the following calculations by using the most current financial data submitted by the provider to determine if it qualifies for an ERS.

a.
Current Ratio
The current ratio relates the dollar value of current assets to the dollar value of current liabilities in order to evaluate an organization's ability to pay its current debt.  Derived as:

       CURRENT ASSETS  =  _____________

CURRENT LIABILITIES

This ratio defines the number of dollars held in current assets per dollar of current liabilities (e.g., it relates current assets to current liabilities).  Multiple coverage of liabilities is desirable.  Generally, high values for the current ratio imply a good ability to pay short-term obligations and thus a low probability of technical insolvency.

Normally, consider a current ratio of 2 to 1 adequate to meet current liabilities. However, a provider with a current ratio (2 to 1 or greater) may have short-term payment problems if its current assets are not expected to be in liquid form (cash or short-term investments) in time to meet the expected payment dates of the current liabilities.

b.
Quick Ratio
A liquidity ratio which measures the number of dollars of liquid assets (cash plus marketable securities plus accounts receivable) that are available per dollar of current liabilities.  Derived as:

 

CASH + MARKETABLE SECURITIES +  ACCOUNTS RECEIVABLE  =_________

               CURRENT LIABILITIES

This is a more stringent measure of liquidity than the current ratio.  Use it to determine the adequacy of cash, accounts receivable, and marketable securities to pay current liabilities.

Normally, consider a quick ratio of 1.5 to 1 adequate to meet current liabilities. However, a provider with a high quick ratio may have short-term payment problems if there are excessive amounts of slow-paying or doubtful accounts receivable which may not be turned into cash soon enough to meet maturing current liabilities.  Conversely, a low quick ratio may not imply a future liquidity crisis if current liabilities include terms that will not require payment from existing current assets.

2-221.3b
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4.
Determine if there are any settlements (interim rate adjustments or cost report) in process which could be used to offset the outstanding overpayment.

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            

5.
Based upon the previous steps, summarize whether or not a repayment schedule should be approved or denied.  If approval is recommended, indicate the number of months, how you calculated the monthly payment and the reason(s) for the approval. If denial is recommended, indicate the reason(s).
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STATEMENT OF SOURCE AND APPLICATION OF FUNDS


FOR THE PERIOD __________________

Funds Provided by:

Operations - Net income for the period
$XXXX

Add:
Charges not affecting working

capital (depreciation, amorti-

zation, etc.)


XXXX
$XXXX

Less:
Operating revenues not affect-

ing working capital



XXXX
Total fund provided by Operation



$XXXX

Long term loans




XXXX

Unrestricted cash donations



XXXX

Other (identify)





XXXX
Total Funds Provided




$XXXX

Funds Applied to:

Retirement of long-term obligations

(mortgages, notes, bonds, etc.)



$XXXX

Purchase of equipment



 
XXXX

Purchase of land




XXXX

Dividends to stockholders



XXXX

Other (identify)




 
XXXX
Total Funds Applied




-XXXX
Net Increase (Decrease) in Working Capital*
$XXXX
-------------------------------------------------------------------------------------------------------------------
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Working Capital* (end of period)  (date)


$XXXX

Less:
Working Capital* (beginning of period)

  (date)  




XXXX
Net Increase (Decrease) in Working Capital

$XXXX


______

*Current Assets less Current Liabilities

2-222
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CASH FLOW STATEMENT


FOR THE PERIOD              
Cash provided by:

Operations (Schedule A) (See Exhibit 8)

$XXXX

Cash donations (unrestricted)

XXXX

Long term borrowing

XXXX

Investment earnings (cash dividends, interest)

XXXX

Sale of long term investments

XXXX

Sale of equipment

XXXX

Issuance of bonds

XXXX

Decrease in current assets - other than Accounts

Receivable, Prepaid Expense, and Inventory

XXXX

Increase in current liabilities - other than Accounts

Payable and Prepaid Income

XXXX

Others

XXXX
Total cash provided

$XXXX

Cash applied to:

Purchase of equipment

$XXXX

Payment of long term debt

XXXX

Payment of bond redemption fund

XXXX
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Purchase of long term investments


XXXX

Payment of dividends




XXXX

Purchase of land and/or building (purchase

price less mortgage, capital stock and non

cash assets given toward purchase)


XXXX

Increases in current assets - other than

Accounts Receivable, Prepaid Expenses,

and Inventory





XXXX

Decreases in current liabilities - other

than Accounts Payable and Prepaid Income

XXXX
Others






XXXX
Total Cash Applied:
 XXXX
Increase (Decrease) in Cash





$XXXX 


- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  

Cash at end of period (date)






$XXXX

Less:  Cash at beginning of period (date)




  XXXX
Increase (Decrease) in Cash






XXXX 
2-222.2
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PROJECTED CASH FLOW


CASH FROM OPERATIONS (SCHEDULE A)

Net Income (or Net Loss)






$XXXX

Increases:
Depreciation expense



$XXXX

Loss from sale of equipment
XXXX

Decrease in net Accounts

Receivable



XXXX

Decrease in Prepaid Expense
XXXX

Decrease in Inventory


XXXX

Increase in Accounts Payable
XXXX

Increase in Prepaid Income
XXXX

Others




XXXX
XXXX
Gross Cash from Operations

$XXXX

Decreases:
Gain from sale of equipment

$XXXX

Increase in net Accounts

Receivable



XXXX

Increase in Prepaid Expense
XXXX

Increase in Inventory


XXXX

Decrease in Accounts Payable
XXXX

Decrease in Prepaid Income
XXXX

Others




XXXX
XXXX
Net Cash from Operations


$XXXX
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2224.2
Documentation for an Extended Repayment Schedule.--After you have reviewed the documentation submitted in support of the extended repayment schedule request, send your recommendation to the RO for approval.  Submit the following:

o
All information submitted by the provider.  (See § 2224.l.);

o
The date of the initial contact between you and the provider concerning the overpayment;

o
Copies of all correspondence (including demand letters) about the overpayment and the request for the extended repayment schedule;

o
The amount of the overpayment; cost report year in which it occurred; dates and amounts of any repayments; dates and amounts of payments (interim or retroactive) held in account.

o
The cost reports in which the overpayments appeared or were found.  Furnish any information you have on the financial status of related organizations, as determined through audits and other sources such as mercantile reports;

o
The provider's proposed repayment schedule and rationale;

o
Your recommendation and supporting rationale including a completed extended repayment schedule protocol (see Exhibit 5-A); and

o
Your opinion, based on experience, as to the reliability of the financial data.

2224.3
Monitoring An Approved Extended Repayment Schedule.--After an extended repayment schedule has been approved, continue to monitor the case to ascertain whether recoupment is being effectuated as contemplated.  If it becomes apparent that the repayment schedule will not result in a liquidation of the indebtedness within the time period contemplated, take further action, preferably the renegotiation of the amount of installment payments so that the overpayment will be recouped within the time period originally agreed upon.  Report to the RO any significant changes in the provider's financial condition or any indication that it misstated or failed to disclose pertinent facts which may raise a question of the provider's ability to refund the overpayment.  Notify the RO immediately by telephone and send a detailed written statement of the problem.
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