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(1) Experience covering low-income
beneficiaries, including but not limited
to enrolling and providing coverage to
low-income subsidy individuals as de-
fined in §423.34;

(2) Pharmacy access as outlined in
§423.120;

(3) Past performance, including Star
Ratings (as detailed in §423.186), pre-
vious intermediate sanctions (as de-
tailed in §423.750), and consistent with
past performance in §423.503(b); and

(4) Ability to meet the requirements
listed in §423.505 that are not waived
under §423.2536.

(c) Term of appointment. The term of
the appointment will be ongoing pro-
vided mutual agreement between CMS
and the selected party, subject to an
annual contracting and bid process (per
§423.2524(b)) to determine payment
rates for the upcoming year.

§423.2518 Intermediate sanctions for
the LI NET sponsor.

In the event it is determined that the
LI NET sponsor violated its contract,
CMS may impose intermediate sanc-
tions as outlined in subpart O of this
part.

§423.2520 Non-renewal or termination
of appointment.

(a) Notice of mnon-renewal. If the LI
NET sponsor decides for any reason to
non-renew its existing contract, it
must notify CMS by January 1 of the
year before the next contract year. Ex-
cept as provided in paragraph (c) of
this section, if CMS decides for any
reason to non-renew the existing con-
tract with the incumbent LI NET spon-
sor, CMS notifies the LI NET sponsor
by January 1 of the year before the
next contract year.

(b) Selection of successor and transition
period. After a notice of non-renewal or
termination, CMS selects a successor
for the LI NET contract from among
potentially eligible entities (as de-
tailed in §423.2516). The outgoing LI
NET sponsor must coordinate with the
successor for a period of no less than 3
months to ensure seamless transition
of the LI NET program, including time-
ly transfer of any data or files.

(c) Immediate termination for cause. (1)
Notwithstanding paragraph (a) of this
section, CMS may immediately termi-
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nate the existing LLI NET contract for
any of the reasons specified at
§423.509(a)(4)(1) and (xii) or §(b)(2)(1)(A)
and (B).

(2) CMS sends notice of an immediate
termination as specified at
§423.509(b)(2)(ii).

(d) Appeal rights. Subpart N of this
part applies to a termination under
paragraph (c) of this section.

§423.2524 Bidding and payments to LI
NET sponsor.

(a) Source of payments. CMS payments
under this section are made from the
Medicare Prescription Drug Account.

(b) Submission of bids and related infor-
mation. (1) The submission of LI NET
bids and related information must fol-
low the requirements and limitations
in §423.265(b), (c), (D)D), (D(2)(), (ii),
(iv), and (v), (d)(4) and (6), and (e).

(2) The review, negotiation, and ap-
proval of the LI NET bid would follow
the provisions in §423.272(a) and (b)(1)
and (4).

(3) Basic rule for bid. The bid must
reflect the LI NET sponsor’s estimate
of its revenue needs for Payment Rates
A and B per paragraph (c) of this sec-
tion.

(c) Monthly payments. CMS provides
advance monthly LI NET payments
equal to the sum of Payment Rates A
and B as established in the LI NET
sponsor’s approved bid, as outlined in
paragraph (b) of this section. LI NET
payments are made on a prospective
per-member, per-month basis.

(1) Payment Rate A is an annual rate
of payment for projected administra-
tive costs. An annual percentage-based
cap on Payment Rate A limiting the
year over year increase to Payment
Rate A is set as part of the bid review
and negotiation under §423.272(a).

(i) For the 2024 plan year, the LI NET
sponsor includes in its bid the assump-
tion that Payment Rate A cannot ex-
ceed a 2% increase from the prior
year’s Payment A, which is a figure
CMS will provide to the LI NET spon-
sor.

(ii) For the 2025 plan year and subse-
quent plan years, the LI NET sponsor
will specify its assumption for any in-
crease needed to the prior year’s Pay-
ment Rate A, submitting justification
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