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applicant based on the contract appli-
cant’s failure to comply with that prior
contract with CMS even if the contract
applicant meets all of the current re-
quirements.

(c) Notice of determination. CMS noti-
fies each applicant that applies for an
M+C contract under this part of its de-
termination and the basis for the de-
termination. The determination may
be approval, intent to deny, or denial.

(d) Approval of application. If CMS ap-
proves the application, it gives written
notice to the contract applicant, indi-
cating that it meets the requirements
for an M+C contract.

(e) Intent to deny. (1) If CMS finds
that the contract applicant does not
appear to meet the requirements for an
M+C organization and appears to be
able to meet those requirements within
60 days, CMS gives the contract appli-
cant notice of intent to deny the appli-
cation for an M+C contract and a sum-
mary of the basis for this preliminary
finding.

(2) Within 60 days from the date of
the notice, the contract applicant may
respond in writing to the issues or
other matters that were the basis for
CMS’s preliminary finding and may re-
vise its application to remedy any de-
fects CMS identified.

(f) Denial of application. If CMS denies
the application, it gives written notice
to the contract applicant indicating—

(1) That the contract applicant does
not meet the contract requirements
under part C of title XVIII of the Act;

(2) The reasons why the contract ap-
plicant does not meet the contract re-
quirements; and

(3) The contract applicant’s right to
request reconsideration in accordance
with the procedures specified in sub-
part N of this part.

(g) Owversight of continuing compliance.
(1) CMS oversees an M+C organiza-
tion’s continued compliance with the
requirements for an M+C organization.

(2) If an M+C organization no longer
meets those requirements, CMS termi-
nates the contract in accordance with
§422.510.
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§422.10 Cost-sharing in enrollment-re-
lated costs (M+C user fee).

(a) Basis and scope. This section im-
plements that portion of section 1857 of
the Act that pertains to cost-sharing in
enrollment-related costs. It sets forth
the procedures that CMS follows to de-
termine the aggregate annual ‘‘user
fee” to be contributed by M+C organi-
zations and to assess the required user
fees for M+C plans offered by M+C or-
ganizations.

(b) Purpose of assessment. Section
1857(e)(2) of the Act authorizes CMS to
charge and collect from each M+C plan
offered by an M+C organization its pro
rate share of fees for administering
section 1851 of the Act, relating to dis-
semination of enrollment information;
and section 4360 of the Omnibus Budget
Reconciliation Act of 1990, relating to
the health insurance counseling and as-
sistance program.

(c) Applicability. The fee assessment
also applies to those demonstrations
for which enrollment is effected or co-
ordinated under section 1851 of the Act.

(d) Collection of fees. (1) Timing of col-
lection. CMS collects the fees over 9
consecutive months beginning with
January of each fiscal year.

(2) Amount to be collected. The aggre-
gate amount of fees for a fiscal year is
the lesser of—

(i) The estimated costs to be incurred
by CMS in that fiscal year to carry out
the activities described in paragraph
(b) of this section; or

(ii) For fiscal year 2000, $100 million
and for fiscal year 2001 and each suc-
ceeding year, the M+C portion (as de-
fined in paragraph (e) of this section) of
$100 million.

(e) M+C portion. In this section, the
term ‘“M+C portion’” means, for a fiscal
year, the ratio, as estimated by the
Secretary of the average number of in-
dividuals enrolled in M+C plans during
the fiscal year to the average number
of individuals entitled to benefits
under part A, and enrolled under part
B, during the fiscal year.

(f) Assessment methodology. (1) The
amount of the M+C portion of the user
fee each M+C organization must pay is
assessed as a percentage of the total
Medicare payments to each organiza-
tion. CMS determines this percentage
rate using the following formula:

834



Centers for Medicare & Medicaid Services, HHS

A times B divided by C where—

A is the total estimated January payments
to all organizations subject to the assess-
ment;

B is the 9-month (January through Sep-
tember) assessment period; and

C is the total fiscal year M+C user fee as-
sessment amount determined in accordance
with paragraph (d)(2) of this section.

(2) CMS determines each organiza-
tion’s pro rata share of the annual fee
on the basis of the organization’s cal-
culated monthly payment amount dur-
ing the 9 consecutive months beginning
with January. CMS calculates each or-
ganization’s monthly pro rata share by
multiplying the established percentage
rate by the total monthly calculated
Medicare payment amount to the orga-
nization as recorded in CMS’s payment
system on the first day of the month.

(3) CMS deducts the organization’s
fee from the amount of Federal funds
otherwise payable to the organization
for that month under the M+C pro-
gram.

(4) If assessments reach the amount
authorized for the year before the end
of September, CMS discontinues as-
sessment.

(5) If there are delays in determining
the amount of the annual aggregate
fees specified in paragraph (d)(2) of this
section, or the fee percentage rate
specified in paragraph (f)(2), CMS may
adjust the assessment time period and
the fee percentage amount.
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Subpart B—Eligibility, Election, and
Enroliment

SOURCE: 63 FR 35071, June 26, 1998, unless
otherwise noted.

§422.50 Eligibility to elect an M+C
plan.

(a) An individual is eligible to elect
an M+C plan if he or she—

(1) Is entitled to Medicare under Part
A and enrolled in Part B (except that
an individual entitled only to Part B
and who was enrolled in an HMO or
CMP with a risk contract under part
417 of this chapter on December 31, 1998
may continue to be enrolled in the
M+C organization as an M+C plan en-
rollee);

§422.54

(2) Has not been medically deter-
mined to have end-stage renal disease,
except that an individual who develops
end-stage renal disease while enrolled
in an M+C plan or in a health plan of-
fered by the M+C organization is eligi-
ble to elect an M+C plan offered by
that organization;

(3) Meets either of the following resi-
dency requirements:

(i) Resides in the service area of the
M+C plan.

(ii) Resides outside of the service
area of the M+C plan and is enrolled in
a health plan offered by the M+C orga-
nization during the month imme-
diately preceding the month in which
the individual is entitled to both Medi-
care Part A and Part B, provided that
an M+C organization chooses to offer
this option and that CMS determines
that all applicable M+C access require-
ments of §422.112 are met for that indi-
vidual through the M+C plan’s estab-
lished provider network. The M+C or-
ganization must furnish the same bene-
fits to these enrollees as to enrollees
who reside in the service area;

(4) Has been a member of an Em-
ployer Group Health Plan (EGHP) that
includes the elected M+C plan, even if
the individual lives outside of the M+C
plan service area, provided that an
M+C organization chooses to offer this
option and that CMS determines that
all applicable M+C access requirements
at §422.12 are met for that individual
through the M+C plan’s established
provider network. The M+C organiza-
tion must furnish the same benefits to
all enrollees, regardless of whether
they reside in the service area;

(5) Completes and signs an election
form and gives information required
for enrollment; and

(6) Agrees to abide by the rules of the
M+C organization after they are dis-
closed to him or her in connection with
the election process.

(b) An M+C eligible individual may
not be enrolled in more than one M+C
plan at any given time.

[63 FR 35071, June 26, 1998; 63 FR 52611, Oct.
1, 1998, as amended at 656 FR 40316, June 29,
2000]

§422.54 Continuation of enrollment.

(a) Definition. Continuation area
means an additional area (outside the
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