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debit card account) or according to 
other means that CMS may specify. 

(3) Failure to pay the income-related 
monthly adjustment amount: General 
rule. CMS will terminate Part D cov-
erage for any individual who fails to 
pay the Part D—IRMAA as determined 
by the Social Security Administration. 
CMS will terminate an enrollee’s Part 
D coverage as specified in § 423.44(e). 

(e) Special rule for fallback plans. This 
section does not apply to fallback pre-
scription drug plans. The fallback 
plans follow the requirements set forth 
in § 423.867(b). 

(f) Prohibition on improper billing of 
premiums. Part D plan sponsors shall 
not bill an enrollee for a premium pay-
ment period if the enrollee has had the 
premium for that period withheld from 
his or her Social Security, Railroad Re-
tirement Board or Office of Personnel 
Management check. 

[70 FR 4525, Jan. 28, 2005, as amended at 73 
FR 20506, Apr. 15, 2008; 74 FR 1544, Jan. 12, 
2009; 76 FR 21574, Apr. 15, 2011] 

Subpart G—Payments to Part D 
Plan Sponsors For Qualified 
Prescription Drug Coverage 

§ 423.301 Scope. 

This subpart sets forth rules for the 
calculation and payment of CMS direct 
and reinsurance subsidies for Part D 
plans; the application of risk corridors 
and risk-sharing adjustments to pay-
ments; and retroactive adjustments 
and reconciliations to actual enroll-
ment and interim payments. This sub-
part does not apply to fallback entities 
or fallback prescription drug plans. 

§ 423.308 Definitions and terminology. 

For the purposes of this subpart, the 
following definitions apply— 

Actually paid means that the costs 
must be actually incurred by the Part 
D sponsor and must be net of any di-
rect or indirect remuneration (includ-
ing discounts, charge backs or rebates, 
cash discounts, free goods contingent 
on a purchase agreement, up-front pay-
ments, coupons, goods in kind, free or 
reduced-price services, grants, or other 
price concessions or similar benefits of-
fered to some or all purchasers) from 
any source (including manufacturers, 

pharmacies, enrollees, or any other 

person) that would serve to decrease 

the costs incurred under the Part D 

plan. Direct and indirect remuneration 

includes discounts, chargebacks or re-

bates, cash discounts, free goods con-

tingent on a purchase agreement, up- 

front payments, coupons, goods in 

kind, free or reduced-price services, 

grants, or other price concessions or 

similar benefits from manufacturers, 

pharmacies or similar entities obtained 

by an intermediary contracting organi-

zation with which the Part D plan 

sponsor has contracted, regardless of 

whether the intermediary contracting 

organization retains all or a portion of 

the direct and indirect remuneration or 

passes the entire direct and indirect re-

muneration to the Part D plan sponsor 

and regardless of the terms of the con-

tract between the plan sponsor and the 

intermediary contracting organization. 

Administrative costs means costs in-

curred by a Part D sponsor in com-

plying with the requirements of this 

Part for a coverage year and that are 

not drug costs incurred to purchase or 

reimburse the purchase of Part D 

drugs. Administrative costs include 

amounts paid by the Part D sponsor to 

an intermediary contracting organiza-

tion for covered Part D drugs dispensed 

to enrollees in the sponsor’s Part D 

plan that differ from the amount paid 

by the intermediary contracting orga-

nization to a pharmacy or other entity 

that is the final dispenser of the cov-

ered Part D drugs. For example, any 

profit or loss retained by an inter-

mediary contracting organization 

(through discounts, rebates, or other 

direct or indirect price concessions) 

when negotiating prices with dis-

pensing entities is considered an ad-

ministrative cost. 

Allowable reinsurance costs means the 

subset of gross covered prescription 

drug costs actually paid that are at-

tributable to basic prescription drug 

coverage for covered Part D drugs only 

and that are actually paid by the Part 

D sponsor or by (or on behalf of) an en-

rollee under the Part D plan. The costs 

for any Part D plan offering enhanced 

alternative coverage must be adjusted 
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