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may waive the requirement in para-
graph (e)(1) of this section as part of 
that determination. 

(2) If adjusting Medicare payments 
fails to recover an advance payment, 
CMS may authorize the use of any 
other recoupment method available 
(for example, lump sum repayment or 
an extended repayment schedule) in-
cluding, upon written notice from the 
carrier to the supplier, converting any 
unpaid balances of advance payments 
to overpayments. Overpayments are re-
covered in accordance with part 401, 
subpart F of this chapter concerning 
claims collection and compromise and 
part 405, subpart C of this chapter con-
cerning recovery of overpayments. 

(h) Prompt payment interest. An ad-
vance payment is a ‘‘payment’’ under 
section 1842(c)(2)(C) of the Act for pur-
poses of meeting the time limit for the 
payment of clean claims, to the extent 
of the advance payment. 

(i) Notice, review, and appeal rights. (1) 
The decision to advance payments and 
the determination of the amount of 
any advance payment are committed 
to CMS’s discretion and are not subject 
to review or appeal. 

(2) The carrier must notify the sup-
plier receiving an advance payment 
about the amounts advanced and re-
couped and how any Medicare payment 
amounts have been adjusted. 

(3) The supplier may request an ad-
ministrative review from the carrier if 
it believes the carrier’s reconciliation 
of the amounts advanced and recouped 
is incorrectly computed. If a review is 
requested, the carrier must provide a 
written explanation of the adjust-
ments. 

(4) The review and explanation de-
scribed in paragraph (i)(3) of this sec-
tion is separate from a supplier’s right 
to appeal the amount and computation 
of benefits paid on the claim, as pro-
vided at part 405, subpart H of this 
chapter. The carrier’s reconciliation of 
amounts advanced and recouped is not 
an initial determination as defined at 
§ 405.803 of this chapter, and any writ-
ten explanation of a reconciliation is 
not subject to further administrative 
review. 

(j) Advanced payments in exceptional 
circumstances. CMS may approve, in 
writing to the contractor, the making 

of advance payments during the period 

of a Public Health Emergency, as de-

fined in § 400.200 of this chapter, or dur-

ing the period under a Presidential Dis-

aster Declaration, under the following 

exceptional conditions: 

(1) The contractor is unable to proc-

ess the claim timely, or is at risk of 

being untimely in processing the 

claim; or 

(2) When the supplier has experienced 

a temporary delay in preparing and 

submitting bills to the contractor be-

yond its normal billing cycle. 

[61 FR 49275, Sept. 19, 1996, as amended at 85 
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Program Contractors 
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otherwise noted. 

§ 421.300 Basis, applicability, and 
scope. 

(a) Basis. This subpart implements 

section 1893 of the Act, which requires 

CMS to protect the integrity of the 

Medicare program by entering into 

contracts with eligible entities to 

carry out Medicare integrity program 

functions. The provisions of this sub-

part are based on section 1893 of the 

Act (and, where applicable, section 

1874A of the Act) and the acquisition 
regulations set forth at 48 CFR chap-
ters 1 and 3. 

(b) Applicability. This subpart applies 
to entities that seek to compete or re-
ceive award of a contract under section 
1893 of the Act, including entities that 
perform functions under this subpart 
emanating from the processing of 
claims for individuals entitled to bene-
fits as qualified railroad retirement 
beneficiaries. 

(c) Scope. The scope of this subpart 
follows: 

(1) Defines the types of entities eligi-
ble to become Medicare integrity pro-
gram contractors. 

(2) Identifies the program integrity 
functions a Medicare integrity pro-
gram contractor performs. 

(3) Describes procedures for awarding 
and renewing contracts. 
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(4) Establishes procedures for identi-

fying, evaluating, and resolving organi-

zational conflicts of interest. 

(5) Prescribes responsibilities. 

(6) Sets forth limitations on con-

tractor liability. 

§ 421.302 Eligibility requirements for 
Medicare integrity program con-
tractors. 

(a) CMS may enter into a contract 

with an entity to perform the functions 

described in § 421.304 if the entity meets 

the following conditions: 

(1) Demonstrates the ability to per-

form the Medicare integrity program 

contractor functions described in 

§ 421.304. For purposes of developing and 

periodically updating a list of DME 

under § 421.304(e), an entity is deemed 

to be eligible to enter into a contract 

under the Medicare integrity program 

to perform the function if the entity is 

a carrier with a contract in effect 

under section 1842 of the Act. 

(2) Agrees to cooperate with the OIG, 

the DOJ, and other law enforcement 

agencies, as appropriate, including 

making referrals, in the investigation 

and deterrence of potential fraud and 

abuse of the Medicare program. 

(3) Complies with conflict of interest 

provisions in 48 CFR chapters 1 and 3, 

and is not excluded under the conflict 

of interest provision at § 421.310. 

(4) Maintains an appropriate written 

code of conduct and compliance poli-

cies that include, but are not limited 

to, an enforced policy on employee con-

flicts of interest. 

(5) Meets other requirements that 

CMS establishes. 

(b) A MAC as described in section 

1874A of the Act may perform any or 

all of the functions described in 

§ 421.304, except that the functions may 

not duplicate work being performed 

under a Medicare integrity program 

contract. 

(c) If a MAC performs any or all func-

tions described in § 421.304, CMS may 

require the MAC to comply with any or 

all of the requirements of paragraph (a) 

of this section as a condition of its con-

tract. 

§ 421.304 Medicare integrity program 
contractor functions. 

The contract between CMS and a 
Medicare integrity program contractor 
specifies the functions the contractor 
performs. The contract may include 
any or all of the following functions: 

(a) Conducting medical reviews, utili-
zation reviews, and reviews of potential 
fraud related to the activities of pro-
viders of services and other individuals 
and entities (including entities con-
tracting with CMS under parts 417 and 
422 of this chapter) furnishing services 
for which Medicare payment may be 
made either directly or indirectly. 

(b) Auditing, settling and deter-
mining cost report payments for pro-
viders of services, or other individuals 
or entities (including entities con-
tracting with CMS under parts 417 and 
422 of this chapter), as necessary to 
help ensure proper Medicare payment. 

(c) Determining whether a payment 
is authorized under title XVIII, as spec-
ified in section 1862(b) of the Act, and 
recovering mistaken and conditional 
payments under section 1862(b) of the 
Act. 

(d) Educating providers, suppliers, 
beneficiaries, and other persons regard-
ing payment integrity and benefit 
quality assurance issues. 

(e) Developing, and periodically up-
dating, a list of items of DME that are 
frequently subject to unnecessary utili-
zation throughout the contractor’s en-
tire service area or a portion of the 
area, in accordance with section 
1834(a)(15)(A) of the Act. 

§ 421.306 Awarding of a contract. 

(a) CMS awards and administers 
Medicare integrity program contracts 
in accordance with acquisition regula-
tions set forth at 48 CFR chapters 1 and 
3, this subpart, all other applicable 
laws, and all applicable regulations. 
These requirements for awarding Medi-
care integrity program contracts are 
used as follows: 

(1) When entering into new contracts. 

(2) When entering into contracts that 
may result in the elimination of re-
sponsibilities of an individual fiscal 
intermediary or carrier under section 
1816(l) or section 1842(c) of the Act, re-
spectively. 
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