
• The MA organization fails to comply with the requirements regarding physician 
incentive plans; and 

• The MA organization substantially fails to comply with the marketing 
requirements.  

In determining whether a failure is "substantial," CMS considers both the frequency and 
the seriousness of the noncompliance. In the case of a serious violation that could put the 
health of an enrollee at risk, even a single violation might be considered substantial. In 
the case of a less serious violation, the noncompliance would have to be more pervasive 
or systematic in order to be considered substantial. 

80.2 - Termination Process When CMS Initiates Contract Termination 
(Rev. 79, Issued 02-17-06, Effective Date 02-17-06) 
If CMS decides to terminate a contract for reasons other than the grounds precipitating 
immediate termination, it gives notice of the termination as follows: 

• CMS notifies the MA organization in writing at least 90 days before the intended 
date of the termination;  

• CMS requires that the MA organization notify its Medicare enrollees of the 
termination by mail at least 30 days before the effective date of the termination. 
CMS pre-approves such member notifications; and  

• CMS requires that the MA organization notify the general public of the 
termination at least 30 days before the effective date of the termination by 
publishing a notice in one or more newspapers of general circulation in each 
community or county located in the MA organization's service area. CMS pre-
approves these notices to the general public.  

80.3 - Immediate MA Contract Termination by CMS 
(Rev. 79, Issued 02-17-06, Effective Date 02-17-06) 
In instances where the MA organization experiences financial difficulties so severe that 
life and physical well being of beneficiaries is in jeopardy, or otherwise fails to make 
services available to the extent that such a risk to health exists, CMS can immediately 
sever its relationship with an MA organization in order to protect beneficiaries and to 
safeguard taxpayer confidence in CMS's administration of the Medicare program. 
When this occurs, CMS: 

1. Notifies the MA organization in writing that its contract has been terminated 
effective the date of the termination decision by CMS. If termination is effective 
in the middle of a month, CMS has the right to recover the prorated share of the 
capitation payments made to the MA organization covering the period of the 
month following the contract termination;  

2. Notifies the MA organization's Medicare enrollees in writing of CMS's decision 
to immediately terminate the MA organization's contract. This notice occurs no 
later than 30 days after CMS notifies the plan of its decision to terminate the MA 



contract. CMS simultaneously informs the Medicare enrollees of alternative 
options for obtaining Medicare services, including alternative MA organizations 
in a similar geographic area and original Medicare;  

3. Notifies the general public of the termination no later than 30 days after notifying 
the plan of CMS' decision to terminate the MA contract. This notice is published 
in one or more newspapers of general circulation in each community or county 
located in the MA organization's service area.  

If a contract is immediately terminated by CMS, the MA organization will not have the 
opportunity to submit a corrective action plan to correct the finding that precipitated 
CMS's contract termination action. However, affected MA organizations do maintain 
appeal rights that become effective following the effective date of the termination. See 
Chapter 14 for a full discussion of the MA contract appeal rights afforded MA 
organizations. 

80.4 - When an MA Organization Terminates an MA Contract 
(Rev. 79, Issued 02-17-06, Effective Date 02-17-06) 
An MA organization may terminate its MA contract if CMS fails to substantially carry 
out the terms of the MA contract. 

80.5 - Termination Process When an MA Organization Initiates 
Contract Termination 
(Rev. 79, Issued 02-17-06, Effective Date 02-17-06) 

• The organization must give CMS notice at least 90 days before the intended date 
of termination which specifies the reasons the MA organization is requesting 
contract termination.  

• The organization's Medicare enrollees must be given a CMS-approved notice at 
least 60 days before the proposed termination effective date and include a 
description of alternatives available for obtaining Medicare services within the 
service area, including alternative MA plans, Medigap options, original fee-for-
service Medicare.  

• The MA organization must also notify the public at least 60 days before the 
termination effective date by publishing a CMS-approved notice in one or more 
newspapers of general circulation in each community or county located in the MA 
organization's service area;  

The effective date of the termination is determined solely by CMS and is at least 90 days 
after the date CMS receives the MA organization's notice of its intent to terminate the 
contract. CMS' liability for payment to the MA organization ends as of the first day of the 
month after the last month for which the contract was in effect. If termination occurs, 
CMS will not contract with the same organization for 2 years from the date of 
termination of the previous contract unless the organization meets specified exceptions 
(see §50 of this chapter). 
 

http://www.cms.hhs.gov/manuals/downloads/mc86c14.pdf

