
approach or offer a proposal for payment of deposit amounts subject to CMS review and 
approval. 
 
60.6 - Bid-Based Payment Rules for MSA Plans 
(Rev. 89; Issued:  11-02-07; Effective/Implementation:  11-02-07) 
 
CMS will make the following two types of payments for MSA plan enrollees.  See §70.2 
for ESRD enrollee payment rules and §70.3 for payment rules for enrollees who have 
elected hospice. 
 

• Monthly prospective capitation payment, which is the plan’s bid for coverage of 
original Medicare benefits under a high-deductible health plan. These payments 
must be adjusted by the enrollee’s risk score, as required under §1853(a)(1)(B)(iii) 
of the Act and 42 CFR 422.304(c)(2). 

 
• Annual lump-sum deposit to the enrollees’ MSA, calculated as the difference 

between the plan A/B bid and plan A/B/ benchmark, annualized, reflects the plan’s 
projected average level of risk.  The monthly value of the MSA deposit is the same 
for each plan member.  CMS transmits to MA organizations the annual MSA 
amounts to be deposited into enrollees’ accounts. 

 
MSA plan capitation payment aged and disabled enrollees:  (Standardized benchmark * 
enrollee’s risk factor) minus monthly deposit amount. 
 
Annual Lump Sum Deposit Payment.  Monthly deposit amount * number months of 
enrollment. 
 
Payment calculation in CMS’ systems are determined separately for Part A and Part B.   
Part-B only plans are paid the Part B portion of the payment. 
 
70 - Special Payment Rules 
(Rev. 89; Issued:  11-02-07; Effective/Implementation:  11-02-07) 
 
70.1 - Out-of-Service Area Enrollees 
(Rev. 89; Issued:  11-02-07; Effective/Implementation:  11-02-07) 
 
An MA plan enrollee must, with limited exceptions, permanently reside in the plan’s 
service area.  (For a summary of the circumstances when an MA plan may have out-of-area 
enrollees, see §20.3 of Chapter 2.) 
 
Beginning in 2006, CMS will make payments based on the counties in a plan’s service 
area, which is the geographic basis for the estimated revenue requirements in the plan’s 
bid. In the event there are plan enrollees with State-county codes outside the plan’s service 
area – which could happen for limited reasons discussed in Chapter 2, CMS will use the 
service-area standardized A/B bid, instead of a plan-specific county rate (the bid adjusted 
by the county’s ISAR factor) to calculate the payment amount. (As discussed above, for 



plans with bids greater than their benchmarks, the standardized beneficiary A/B premium 
will be subtracted from the bid.) 
 
The MA organization is responsible for determining where an enrollee permanently 
resides. When an organization sees in the CMS monthly payment reports that the 
standardized A/B bid is the base payment – because the enrollee’s State/county code is 
99999 (county unknown) or an out-of-service area State/county code, the organization 
should seek information from the enrollees as to whether they are still permanent residents 
of the plan’s service area, and confirm the correct State/county code. If the beneficiary 
continues to be a permanent resident in the plan’s service area, the MA organization should 
use CMS’ existing process for requesting a State/county code change to return the enrollee 
code to the correct permanent county of residence (see Chapter 19), to ensure that the 
appropriate ISAR-adjusted county rate is used to determine payment for the enrollee. 
 
70.2 - Enrollees with ESRD 
(Rev. 89; Issued:  11-02-07; Effective/Implementation:  11-02-07) 
 
For the purpose of MA payment, “ESRD beneficiaries” means beneficiaries with ESRD, 
whether entitled to Medicare because of ESRD, disability, or age, and includes 
beneficiaries in dialysis, transplant, and post-transplant functioning graft statuses. 
Beginning in CY 2006, CMS has the authority to determine whether and how to 
incorporate costs for ESRD enrollees into the bidding methodology, per 42 CFR 
422.254(a)(2).  To date, ESRD enrollee costs have not been included in plan bids for non-
prescription drug benefits, and CMS continues to pay MA organizations for ESRD plan 
enrollees using the MA capitation rates. 
 
Below are four payment rules for ESRD beneficiaries, two for CCP and PFFS plan 
enrollees, and two for MSA plan enrollees. 
 
ESRD Payment Rules for CCPs and PFFS Plans.  Beginning in CY 2005, with the 
introduction of the ESRD risk adjustment model, CMS pays the appropriate MA capitation 
rate, adjusted for enrollee risk. 
 

• Rule 1 enrollees in dialysis and transplant status.  CMS pays the State capitation 
rate for the enrollee State (or territory) of residence, adjusted by the enrollee’s risk 
score, minus the amount of any rebate dollars (if any) allocated to reduce plan 
enrollees’ Part B premium and/or Part D basic premium.    

 
• Rule 2 for ESRD enrollees in functioning graft status.  CMS pays the county 

capitation rate for the enrollee county of residence, adjusted by the enrollee’s risk 
score, minus the amount of any rebate dollars (if any) allocated to reduce plan 
enrollees’ Part B premium and/or Part D basic premium. 

 
The amount by which the plan reduces enrollees’ Part B premium is a foregone revenue 
that remains in the Treasury, allowing CMS and SSA to decrease the enrollee’s Part B 


