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CHANGE REQUEST 2829

I. SUMMARY OF CHANGES: To provide a clarification in the manual that the
Department of the Treasury certifies the revised interest rate to the Department of Health
and Human Services on a quarterly basis and to provide a quarterly update of the interest
rate for Medicare overpayments and underpayments.

CLARIFICATION-EFFECTIVE/IMPLEMENTATION DATE: February 4, 2004

Disclaimer for manual changes only: The revision date and transmittal number apply
only to red italicized material. Any other material was previously published and
remains unchanged.

II. CHANGES IN MANUAL INSTRUCTIONS:

R/N/D | CHAPTER/SECTION/SUBSECTION/TITLE

R 4/30/30.2/Rates of Interest — FIs and Carriers

III. FUNDING: *Medicare contractors only:

These instructions should be implemented within your current operating budget.

IV. ATTACHMENTS:

Business Requirements

X | Manual Instruction

Confidential Requirements

One-Time Notification

X | Recurring Update Notification




30.2 - Rates of Interest - FIs and Carriers

(Rev. 30, 01-28-04)

The interest rates on overpayments and underpayments is determined in accordance with
regulations promulgated by the Secretary of the Treasury and is the higher of the private
consumer rate or the current value of funds rate prevailing on the date of final
determination. Interest accrues from the date of the initial request for refund and is
assessed for each 30-day period, or portion thereof, that payment is delayed after the
initial refund request.

The private consumer rate, historically higher than the current value of funds rate, is
subject to quarterly revision. The Department of the Treasury certifies the revised rate to
the Department of Health and Human Services on a quarterly basis. Medicare
contractors will be receiving subsequent quarterly updates of the new interest rate for
Medicare overpayments and underpayments through a recurring update notification.
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, 15, 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.



Recurring Update Notification

| Pub. 100-06 \ Transmittal: 30 | Date: January 28, 2004 | Change Request 2829 |

I. GENERAL INFORMATION

A. Background: Medicare Regulation 42 CFR §405.378 provides for the assessment of
interest at the higher of the current value of funds rate or the private consumer rate as
fixed by the Department of the Treasury.

B. Policy: The Department of the Treasury has notified the Department of Health and
Human Services that the private consumer rate will remain at 12.00 percent.

C. Provider Education: None.
II. BUSINESS REQUIREMENTS

“Shall" denotes a mandatory requirement
"Should" denotes an optional requirement

Requirement # | Requirements Responsibility

2829.1 The Medicare contractor shall implement an All contractors
interest rate of 12.00% effective February 4,
2004 for Medicare overpayments and
underpayments.

III. SUPPORTING INFORMATION AND POSSIBLE DESIGN
CONSIDERATIONS

A. Other Instructions:

X-Ref Requirement # | Instructions

2829.1 This reaffirms interest rates for prior periods:
Period Interest Rate
February 7, 2001 — April 25, 2001 14.125%
April 26, 2001 - August 6, 2001 13.75%
August 7, 2001 — October 30, 2001 13.25%
October 31, 2001 — January 31, 2002 13.25%
February 1, 2002 — May 7, 2002 12.625%
May 8, 2002 — August 7, 2002 11.75%
August 8, 2002 — November 18, 2002 12.625%
November 19, 2002 — February 10, 2003 | 11.25%
February 11, 2003 — April 27, 2003 10.75%




April 28, 2003 — August 10, 2003 11.625%
August 11, 2003 — November 2, 2003 12.125%
November 3, 2003 —February 3, 2004 12.00%
February 4, 2004 12.00%

B. Design Considerations: N/A

X-Ref Requirement # | Recommendation for Medicare System Requirements

C. Interfaces: N/A

D. Contractor Financial Reporting /Workload Impact: N/A
E. Dependencies: N/A

F. Testing Considerations: N/A

IV. OTHER CHANGES

Citation Change

N/A

SCHEDULE, CONTACTS, AND FUNDING

Effective Date: February 4, 2004 These instructions
should be
Implementation Date: February 4, 2004 implemented within

your current
Pre-Implementation Contact(s): Tom Noplock (410) 786-3378 | operating budget.

Post-Implementation Contact(s): Tom Noplock (410) 786-3378




