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benchmark amount, the basic bene-
ficiary premium is the amount by
which (if any) the bid amount exceeds
the benchmark amount. All approved
basic premiums must be charged; they
cannot be waived.

(b) Consolidated monthly premiums.
Except as specified in paragraph (b)(2)
of this section, MA organizations must
charge enrollees a consolidated month-
ly MA premium.

(1) The consolidated monthly pre-
mium for an MA plan (other than a
MSA plan) is the sum of the MA
monthly basic beneficiary premium (if
any), the MA monthly supplementary
beneficiary premium (if any), and the
MA monthly prescription drug bene-
ficiary premium (if any).

(2) Special rule for MSA plans. For an
individual enrolled in an MSA plan of-
fered by an MA organization, the
monthly beneficiary premium is the
supplemental premium (if any).

(c) Uniformity of premiums—(1) General
rule. Except as permitted for supple-
mental premiums pursuant to
§422.106(d), for MA contracts with em-
ployers and labor organizations, the
MA monthly bid amount submitted
under §422.2564, the MA monthly basic
beneficiary premium, the MA monthly
supplemental beneficiary premium, the
MA monthly prescription drug pre-
mium, and the monthly MSA premium
of an MA organization may not vary
among individuals enrolled in an MA
plan (or segment of the plan as pro-
vided for local MA plans under para-
graph (c)(2) of this section). In addi-
tion, the MA organization cannot vary
the level of cost-sharing charged for
basic benefits or supplemental benefits
(if any) among individuals enrolled in
an MA plan (or segment of the plan).

(2) Segmented service area option. An
MA organization may apply the uni-
formity requirements in paragraph
(c)(1) of this section to segments of an
MA local plan service area (rather than
to the entire service area) as long as
such a segment is composed of one or
more MA payment areas. The informa-
tion specified under §422.254 is sub-
mitted separately for each segment.
This provision does not apply to MA re-
gional plans.

(d) Monetary inducement prohibited.
An MA organization may not provide
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for cash or other monetary rebates as
an inducement for enrollment or for
any other reason or purpose.

(e) Timing of payments. The MA orga-
nization must permit payments of MA
monthly basic and supplemental bene-
ficiary premiums and monthly pre-
scription drug beneficiary premiums on
a monthly basis and may not termi-
nate coverage for failure to make time-
ly payments except as provided in
§422.74(b).

(f) Beneficiary payment options. An
MA organization must permit each en-
rollee, at the enrollee’s option, to
make payment of premiums (Gif any)
under this part to the organization
through-

(1) Withholding from the enrollee’s
Social Security benefit payments, or
benefit payments by the Railroad Re-
tirement Board or the Office of Per-
sonnel Management, in the manner
that the Part B premium is withheld;

(2) An electronic funds transfer
mechanism (such as automatic charges
of an account at a financial institution
or a credit or debit card account);

(3) According to other means that
CMS may specify, including payment
by an employer or under employment-
based retiree health coverage on behalf
of an employee, former employee (or
dependent), or by other third parties
such as a State.

(i) Regarding the option in paragraph
(£)(1) of this section, MA organizations
may not impose a charge on bene-
ficiaries for the election of this option.

(ii) An enrollee may opt to make a
direct payment of premium to the plan.

§422.264 Calculation of savings.

(a) Computation of risk adjusted bids
and benchmarks. (1) The risk adjusted
MA statutory mnon-drug monthly bid
amount is the unadjusted plan bid
amount for coverage of original Medi-
care benefits (defined at §422.254), ad-
justed using the factors described in
paragraph (c) of this section for local
plans and paragraph (e) of this section
for regional plans.

(2) The risk adjusted MA area-specific
non-drug monthly benchmark amount is
the unadjusted benchmark amount for
coverage of original Medicare benefits
by a local MA plan (defined at §422.258),

284



Centers for Medicare & Medicaid Services, HHS

adjusted using the factors described in
paragraph (c) of this section.

(3) The risk adjusted MA region-specific
non-drug monthly benchmark amount is
the unadjusted benchmark for coverage
of original Medicare benefits amount
by a regional MA plan (defined at
§422.258) adjusted using the factors de-
scribed in paragraph (e) of this section.

(b) Computation of savings for MA local
plans. The average per capita monthly
savings for an MA local plan is 100 per-
cent of the difference between the
plan’s risk-adjusted statutory non-drug
monthly bid amount (described in para-
graph (a)(1) of this section) and the
plan’s risk-adjusted area-specific non-
drug monthly benchmark amount (de-
scribed in paragraph (a)(2) of this sec-
tion). Plans with bids equal to or great-
er than plan benchmarks will have zero
savings.

(c) Risk adjustment factors for deter-
mination of savings for local plans. CMS
will publish the first Monday in April
before the upcoming calendar year the
risk adjustment factors described in
paragraph (c)(1) or (¢)(2) of this section
determined for the purpose of calcu-
lating savings amounts for MA local
plans.

(1) For the purpose of calculating
savings for MA local plans CMS has the
authority to apply risk adjustment fac-
tors that are plan-specific average risk
adjustment factors, Statewide average
risk adjustment factors, or factors de-
termined on a basis other than plan-
specific factors or Statewide average
factors.

(2) In the event that CMS applies
Statewide average risk adjustment fac-
tors, the statewide factor for each
State is the average of the risk factors
calculated under §422.308(c), based on
all enrollees in MA local plans in that
State in the previous year. In the case
of a State in which no local MA plan
was offered in the previous year, CMS
will estimate an average and may base
this average on average risk adjust-
ment factors applied to comparable
States or applied on a national basis.

(d) Computation of savings for MA re-
gional plans. The average per capita
monthly savings for an MA regional
plan and year is 100 percent of the dif-
ference between the plan’s risk-ad-
justed statutory non-drug monthly bid

§422.266

amount (described in paragraph (a)(1)
of this section) and the plan’s risk-ad-
justed region-specific non-drug month-
ly benchmark amount (described in
paragraph (a)(3) of this section), using
the risk adjustment factors described
in paragraph (e) of this section. Plans
with bids equal to or greater than plan
benchmarks will have zero savings.

(e) Risk adjustment factors for deter-
mination of savings for regional plans.
CMS will publish the first Monday in
April before the upcoming calendar
year the risk adjustment factors de-
scribed in paragraph (e)(1)and (e)(2) of
this section determined for the purpose
of calculating savings amounts for MA
regional plans.

(1) For the purpose of calculating
savings for MA regional plans, CMS has
the authority to apply risk adjustment
factors that are plan-specific average
risk adjustment factors, Region-wide
average risk adjustment factors, or fac-
tors determined on a basis other than
MA regions.

(2) In the event that CMS applies re-
gion-wide average risk adjustment fac-
tors, the region-wide factor for each
MA region is the average of the risk
factors calculated under §422.308(c),
based on all enrollees in MA regional
plans in that region in the previous
year. In the case of a region in which
no regional plan was offered in the pre-
vious year, CMS will estimate an aver-
age and may base this average on aver-
age risk adjustment factors applied to
comparable regions or applied on a na-
tional basis.

§422.266 Beneficiary rebates.

(a) General rule. An MA organization
must provide to the enrollee a monthly
rebate equal to 75 percent of the aver-
age per capita savings (if any) de-
scribed in §422.264(b) for MA local plans
and §422.264(d) for MA regional plans.

(b) Form of rebate. The rebate re-
quired under this paragraph must be
provided by crediting the rebate
amount to one or more of the fol-
lowing:

(1) Supplemental health care benefits.
MA organizations may apply all or
some portion of the rebate for a plan
toward payment for non-drug supple-
mental health care benefits for enroll-
ees as described in §422.102, which may
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