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§422.266

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
yvear. 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.

[70 FR 4725, Jan. 28, 2005, as amended at 84
FR 15833, Apr. 16, 2019]

§422.266 Beneficiary rebates.

(a) Calculation of rebate. (1) For 2006
through 2011, an MA organization must
provide to the enrollee a monthly re-
bate equal to 75 percent of the average
per capita savings (if any) described in
§422.264(b) for MA 1local plans and
§422.264(d) for MA regional plans.

(2) For 2012 and subsequent years, an
MA organization must provide to the
enrollee a monthly rebate equal to a
specified percentage of the average per
capita savings (if any) at §422.264(b) for
MA local plans and §422.264(d) for MA
regional plans. For 2012 and 2013, this
percentage is based on a combination
of the (a)(1) rule of 75 percent and the
(a)(2)(ii) rules that set the percentage
based on the plan’s quality rating
under a 5 star rating system, as deter-
mined by the Secretary  under
§422.258(d)(7). For 2014 and subsequent
years, this percentage is determined
based only on the paragraph (a)(2)(ii) of
this section.

(i) Applicable rebate percentage for 2012
and 2013. Subject to paragraphs
(a)(2)(iii) and (iv) of this section, the
transitional applicable rebate percent-
age is, for a year, the sum of two
amounts as follows:

(A) For 2012. Two-thirds of the old
proportion of 75 percent of the average
per capita savings; and one-third of the
new proportion assigned the plan under
paragraph (a)(2)(ii) of this section,
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based on the quality rating specified in
§422.258(d)(7).

(B) For 2013. One-third of the old pro-
portion of 75 percent of the average per
capita savings; and two-thirds of the
new proportion assigned the plan under
paragraph (d)(2)(ii) of this section,
based on the quality rating at
§422.258(d)(7).

(i1) Final applicable rebate percentage.
For 2014 and subsequent years, and sub-
ject to paragraphs (a)(2)(iii) and (iv) of
this section, the final applicable rebate
percentage is as follows:

(A) In the case of a plan with a qual-
ity rating under such system of at
least 4.5 stars, 70 percent of the average
per capita savings;

(B) In the case of a plan with a qual-
ity rating under such system of at
least 3.5 stars and less than 4.5 stars, 65
percent of the average per capita sav-
ings.

(C) In the case of a plan with a qual-
ity rating under such system of less
than 3.5 stars, 50 percent of the average
per capita savings.

(iii) Treatment of low enrollment con-
tracts. For 2012, in the case of a plan de-
scribed at §422.258(d)(7)(iv), the plan
must be treated as having a rating of
4.5 stars for the purpose of determining
the beneficiary rebate amount.

(iv) Treatment of new MA plans. For
2012 or a subsequent year, a new MA
plan defined at §422.252 that meets the
criteria specified by the Secretary for
purposes of §422.258(d)(7)(v) must be
treated as a qualifying plan under
§422.258(d)(7)(i), except that plan must
be treated as having a rating of 3.5
stars for purposes of determining the
beneficiary rebate amount.

(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
include the reduction of cost sharing
for benefits under original Medicare
and additional health care benefits
that are not benefits under original
Medicare. MA organizations also may
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