
10 - General Payment Rules 
(Rev. 89; Issued:  11-02-07; Effective/Implementation:  11-02-07) 
 
CMS makes advance monthly payments to an MA organization for each enrollee in an MA 
plan for coverage of original Medicare benefits in an MA payment area for a month. 
 
In the case of an enrollee in an MA-PD plan, the MA organization also receives payment 
for coverage of Part D prescription drug benefits, including:  direct and reinsurance subsidy 
payments for qualified prescription drug coverage, and reimbursement for the beneficiary 
drug premium, and the cost sharing reductions applicable to low-income individuals 
enrolled in the plan. 
 
10.1 - Plan Types 
(Rev. 89; Issued:  11-02-07; Effective/Implementation:  11-02-07) 
 
This chapter discusses payment rules for the three general types of MA plans: 
 

1. Coordinated Care Plan (CCP), which includes HMOs, HMO-POS plans, PPOs 
(both local and regional), provider-sponsored organizations (PSOs), and special 
needs plans (SNPs); 

 
2. Private Fee-for-Service (PFFS) Plan; and  

 
3. Medical Savings Account (MSA) Plan, which is a combination of a high 

deductible health plan for coverage of original Medicare benefits and a deposit 
into the enrollee medical savings account.     

 
Religious-Fraternal Benefit (RFB) Society Plans offered by RFB societies, defined in 
Chapter 1 of the manual may be any of the 3 types of MA plans (CCP, PFFS, or MSA 
plan), and are subject to the payment rules pertaining to the plan type. 
 
Under Section 1859(e)(4), as implemented at 422.304(c)(3), CMS is required to adjust MA 
payment rates to RFB plans to appropriate levels, taking into account “the actuarial 
characteristics and experience” of RFB enrollees. This provision pre-dates implementation 
of risk adjustment by CMS.  In 2006 CMS implemented the third generation risk 
adjustment model, the CMS-HCC model discussed in 42 CFR 50.  CMS will adjust 
payments to RFB society plans to account for the actuarial characteristics of their enrollees 
using this model.  Application of this model will appropriately adjust payments to RFB 
societies for the characteristics of their RFB plan enrollees. 
 
10.2 - Overview of Rates and Payments 
(Rev. 89; Issued:  11-02-07; Effective/Implementation:  11-02-07) 
 
Effective CY 2006 and subsequent years, CMS makes advance monthly per capita 
payments for aged and disabled enrollees based on the bidding methodology established by 
the MMA.  Under the bidding methodology, CMS’ payment to MA organizations for each 



aged and disabled plan enrollee are no longer based directly on the MA capitation rates 
published annually in the Announcement of Calendar Year Medicare Advantage Capitation 
Rates and Medicare Advantage and Part D Payment Policies.  Rather, the amount of CMS’ 
payment is determined by the relationship of the plan bid to the benchmark amount, as 
explained in Chapter 7 on MA Bidding (forthcoming) and as summarized in §60 of this 
chapter. 
 
Thus, effective 2006 the annual MA capitation rates are used for three purposes: 
 

1. Calculation of the plan-specific benchmark for coverage of aged and disabled 
enrollees, which are compared to plan bids to determine whether there are savings 
and rebate dollars to fund coverage of non-Medicare covered benefits or whether 
the beneficiary must pay a plan premium for basic A/B benefits.  See §60 for an 
overview of bids and benchmarks. 

 
2. Calculation of plan-specific geographic Intra-Service Area Rate (ISAR) 

adjustment factors, which are used to produce the aged/disabled county payment 
rates specific to each plan for CCPs and PFFS plans.  See §60.6 on the ISAR 
adjustment and plan-specific county payment rates. 

 
3. Calculation of ESRD payments, which are determined outside of the bidding 

process using State capitation rates for enrollees in dialysis and transplant status 
and the county capitation rates for enrollees in functioning graft status.  This use of 
capitation rates for ESRD payments is in effect until CMS exercises its authority 
under §1853(a)(1)(H) of the Act, implemented at 42 CFR 422.254(a)(2), to 
incorporate ESRD enrollee costs into the bidding process. 

 
10.3 - Payment Areas 
(Rev. 89; Issued:  11-02-07; Effective/Implementation:  11-02-07) 
 
MA local area.  The MA local area is the payment area for MA local plans.  The MA local 
area is defined at 42 CFR 422.252 as a county or an equivalent geographic area specified 
by CMS. 
 
MA region.  The MA region is the payment area for a MA regional plan.  The MA regions 
are established by CMS. 
 
Special payment area for ESRD enrollees.  Special payment areas may apply to ESRD 
enrollees regardless of whether they belong to a local or regional MA plan.  Per 42 CFR 
422.204(d), the payment area for ESRD enrollees is a State or other geographic area 
specified by CMS. 
 
Effective January 1, 2005, the payment area for ESRD enrollees in dialysis and transplant 
status is the State, District of Columbia, or territory.  The payment area for ESRD enrollees 
in functioning graft (post-transplant) status is the county or equivalent area. 
 


