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(2) Cumulative limit. If CMS has estab-
lished a benefit stabilization fund for
an HMO or CMP, it does not approve a
request for withholding made by that
HMO or CMP for a subsequent contract
period that would cause the total value
of the benefit stabilization fund to ex-
ceed 25 percent of the difference be-
tween the HMO’s or CMP’s ACR and
the average of its per capita rates of
payment for that subsequent contract
period.

(3) Ezxception. CMS may grant an ex-
ception to the limit described in para-
graph (c¢)(1) of this section if an HMO or
CMP can demonstrate to CMS’s satis-
faction that the value of the additional
benefits it provides to its Medicare en-
rollees fluctuates substantially in ex-
cess of 15 percent from one contract pe-
riod to another.

(d) Financial management of benefit
stabilication funds. (1) The amounts
withheld by CMS to establish and
maintain a benefit stabilization fund
are in the custody of the Federal
Health Insurance Trust Fund and the
Federal Supplementary Medical Insur-
ance Trust Fund.

(2) The amounts withheld in a benefit
stabilization fund are accounted for by
CMS in accounts in which interest does
not accrue to the HMO or CMP.

[50 FR 1346, Jan. 10, 1985; 50 FR 20570, May 17,
1985, as amended by 56 FR 46571, Sept. 13,
1991; 58 FR 38083, July 15, 1993; 60 FR 46233,
Sept. 6, 1995]

§417.597 Withdrawal from a benefit
stabilization fund.

(a) Notification to CMS. An HMO’s or
CMP’s request to make a withdrawal
from its benefit stabilization fund for
use during a contract period must be
made when the HMO or CMP notifies
CMS of its ACR and its ACPRP for that
contract period. In making its request,
the HMO or CMP must—

(1) Indicate how it intends to use the
withdrawn amounts;

(2) Justify the need for the with-
drawal in terms of stabilizing the addi-
tional benefits it provides to Medicare
enrollees;

(3) Document the HMO’s or CMP’s ex-
perience with fluctuations of revenue
requirements relative to the additional
benefits it provides to Medicare enroll-
ees; and
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(4) Document its experience during
the contract period previous to the one
for which it requests withdrawal to en-
sure that the HMO or CMP will not be
using the withdrawn amounts to refi-
nance losses suffered during that pre-
vious contract period.

(b) Criteria for CMS approval. CMS ap-
proves a request for a withdrawal from
a benefit stabilization fund for use dur-
ing the next contract period only if—

(1) The HMO’s or CMP’s average of
its per capita rates of payment for the
next contract period is less than that
of the previous contract period;

(2) The HMO’s or CMP’s ACR for the
next contract period is significantly
higher than that of the previous con-
tract period; or

(3) The HMO’s or CMP’s revenue re-
quirements for the next contract pe-
riod for providing the additional bene-
fits it provided during the previous
contract period is significantly higher
than the requirements for that pre-
vious period and the ACR for the next
contract period results in an additional
benefits package that is less in total
value than that of the previous con-
tract period.

(c) Basis for denial. CMS does not ap-
prove a request for a withdrawal from
a benefit stabilization fund if the with-
drawal would allow the HMO or CMP
to—

(1) Offer without charge the supple-
mental services it provides to its Medi-
care enrollees under the provisions of
§417.440 (b)(2) or (b)(3); or

(2) Refinance prior contract period
losses or to avoid losses in the upcom-
ing contract period.

(d) Form of payment. Payment of mon-
ies withdrawn from a benefit stabiliza-
tion fund is made, in equal parts, as an
additional amount to the monthly ad-
vance payment made to the HMO or
CMP under §417.584 during the period of
the contract.

[68 FR 38075, July 15, 1993, as amended at 60
FR 46233, Sept. 6, 1995]

§417.598 Annual enrollment reconcili-
ation.

CMS’s payment to an HMO or CMP
may be subject to an enrollment rec-
onciliation at least annually. CMS con-
ducts this reconciliation as necessary
to ensure that the payments made do

366



Centers for Medicare & Medicaid Services, HHS

not exceed or fall short of the appro-
priate per capita rate of payment for
each Medicare enrollee of the HMO or
CMP during the contract period. The
HMO or CMP must submit any infor-
mation or reports required by CMS to
conduct the reconciliation.

[60 FR 1346, Jan. 10, 1985, as amended at 58
FR 38080, July 15, 1993; 60 FR 46233, Sept. 6,
1995]

Subpart Q—Beneficiary Appeals

§417.600 Basis and scope.

(a) Statutory basis. (1) Section 1869 of
the Act provides the right to a redeter-
mination, reconsideration, hearing,
and judicial review for individuals dis-
satisfied with a determination regard-
ing their Medicare benefits.

(2) Section 1876 of the Act provides
for Medicare payments to HMOs and
CMPs that contract with CMS to enroll
Medicare beneficiaries and furnish
Medicare-covered health care services
to them.

(3) Section 234 of the MMA requires
section 1876 contractors to operate
under the same provisions as MA plans
where two plans of the same type enter
the cost plan contract’s service area.

(b) Applicability. (1) The rights, proce-
dures, and requirements relating to
beneficiary appeals and grievances set
forth in subpart M of part 422 of this
chapter also apply to Medicare con-
tracts with HMOs and CMPs under sec-
tion 1876 of the Act.

(2) In applying those provisions, ref-
erences to section 1852 of the Act must
be read as references to section 1876 of
the Act, and references to MA organi-
zations as references to HMOs and
CMPs.

[60 FR 46233, Sept. 6, 1995, as amended at 62
FR 23374, Apr. 30, 1997; 70 FR 4713, Jan. 28,
2005]

Subpart R—Medicare Contract
Appeals

SOURCE: 50 FR 1346, Jan. 10, 1985, unless
otherwise noted.

§417.640 Applicability.

(a) The rights, procedures, and re-
quirements relating to contract deter-
minations and appeals set forth in part

§417.800

422 subpart N of this chapter also apply
to Medicare contracts with HMOs or
CMPs under section 1876 of the Act.

(b) In applying paragraph (a) of this
section, references to part 422 of this
chapter must be read as references to
this part and references to MA organi-
zations must be read as references to
HMOs or CMPs.

[75 FR 19803, Apr. 15, 2010]
Subparts S-T [Reserved]

Subpart U—Health Care
Prepayment Plans

SOURCE: 50 FR 1375, Jan. 10, 1985, unless
otherwise noted.

§417.800 Payment to HCPPs: Defini-
tions and basic rules.

(a) Definitions. As used in this sub-
part, unless the context indicates oth-
erwise—

Covered Part B services means physi-
cians’ services, diagnostic X-ray tests,
laboratory, other diagnostic tests, and
any additional medical and other
health services, that the HCPP fur-
nishes to its Medicare enrollees.

Health care prepayment plan (HCPP)
means an organization that meets the
following conditions:

(1) Effective January 1, 1999, (or on
the effective date of the HCPP agree-
ment in the case of a 1998 applicant) ei-
ther—

(A) Is union or employer sponsored;
or

(B) Does not provide, or arrange for
the provision of, any inpatient hospital
services.

(2) Is responsible for the organiza-
tion, financing, and delivery of covered
Part B services to a defined population
on a prepayment basis.

(3) Meets the conditions specified in
paragraph (b) of this section.

(4) Elects to be reimbursed on a rea-
sonable cost basis.

Medicare enrollee means a beneficiary
under Part B of Medicare who has been
identified on CMS records as an en-
rollee of the HCPP. Reporting period
means the period specified by CMS for
which an HCPP must report its costs
and utilization.
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