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which must be incurred by an effi-
ciently and economically operated car-
rier, those high costs may also be 
grounds for adverse action. 

[59 FR 682, Jan. 6, 1994] 

§ 421.205 Termination by the Sec-
retary. 

(a) Cause for termination. The Sec-
retary may terminate a contract with 
a carrier at any time if he or she deter-
mines that the carrier has failed sub-
stantially to carry out any material 
terms of the contract or has performed 
its function in a manner inconsistent 
with the effective and efficient admin-
istration of the Medicare Part B pro-
gram. 

(b) Notice and opportunity for hearing. 
Upon notification of the Secretary’s in-
tent to terminate the contract, the 
carrier may request a hearing within 20 
days after the date on the notice of in-
tent to terminate. 

(c) Hearing procedures. The hearing 
procedures will be those specified in 
§ 421.128(c). 

§ 421.210 Designations of regional car-
riers to process claims for durable 
medical equipment, prosthetics, 
orthotics and supplies. 

(a) Basis. This section is based on sec-
tions 1834(a)(12) and 1834(h) of the Act, 
which authorize the Secretary to des-
ignate one carrier for one or more en-
tire regions to process claims for dura-
ble medical equipment, prosthetic de-
vices, prosthetics, orthotics, and other 
supplies (DMEPOS). This authority has 
been delegated to CMS. 

(b) Types of claims. Claims for the fol-
lowing, except for items incident to a 
physician’s professional service as de-
fined in § 410.26, incident to a physi-
cian’s service in a rural health clinic as 
defined in § 405.2413, or bundled into 
payment to a provider, ambulatory 
surgical center, or other facility, are 
processed by the designated carrier for 
its designated region and not by other 
carriers— 

(1) Durable medical equipment (and 
related supplies) as defined in section 
1861(n) of the Act; 

(2) Prosthetic devices (and related 
supplies) as described in section 
1861(s)(8) of the Act, (including intra-
ocular lenses and parenteral and en-

teral nutrients, supplies, and equip-

ment, when furnished under the pros-

thetic device benefit); 

(3) Orthotics and prosthetics (and re-

lated supplies) as described in section 

1861(s)(9); 

(4) Home dialysis supplies and equip-

ment as described in section 

1861(s)(2)(F); 

(5) Surgical dressings and other de-

vices as described in section 1861(s)(5); 

(6) Immunosuppressive drugs as de-

scribed in section 1861(s)(2)(J); and 

(7) Other items or services which are 

designated by CMS. 

(c) Region designation. (1) The bound-

aries of the initial four regions for 

processing claims described in para-

graph (b) of this section contain the 

following States and territories: 

(i) Region A: Maine, New Hampshire, 

Vermont, Massachusetts, Connecticut, 

Rhode Island, New York, New Jersey, 

Pennsylvania, and Delaware. 

(ii) Region B: Maryland, the District 

of Columbia, Virginia, West Virginia, 

Ohio, Michigan, Indiana, Illinois, Wis-

consin, and Minnesota. 

(iii) Region C: North Carolina, South 

Carolina, Kentucky, Tennessee, Geor-

gia, Florida, Alabama, Mississippi, 

Louisiana, Texas, Arkansas, Okla-

homa, New Mexico, Colorado, Puerto 

Rico, and the Virgin Islands. 

(iv) Region D: Alaska, Hawaii, Amer-

ican Samoa, Guam, the Northern Mar-

iana Islands, California, Nevada, Ari-

zona, Washington, Oregon, Montana, 

Idaho, Utah, Wyoming, North Dakota, 

South Dakota, Nebraska, Kansas, Iowa, 

and Missouri. 

(2) CMS has the option to modify the 

number and boundaries of the regions 

established in paragraph (c)(1) of this 

section based on appropriate criteria 

and considerations, including the effect 

of the change on beneficiaries and 

DMEPOS suppliers. To announce 

changes, CMS publishes a notice in the 

FEDERAL REGISTER that delineates the 

regional boundary or boundaries 

changed, the States and territories af-

fected, and supporting criteria or con-

siderations. 

(d) Criteria for designating regional car-

riers. CMS designates regional carriers 
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