
organization's compliance. However, CMS or States will report any observed violations 
and refer any enrollee complaints to the appropriate agency for resolution. 
 
The organization must include provisions relating to compliance with Federal and State 
laws in subcontracts with providers. Assessment of compliance should be included in the 
organization's credentialing procedures to the extent feasible and appropriate. For 
example, if site visits to individual providers' offices are conducted, they should include a 
general assessment of physical accessibility. Compliance issues identified may be 
addressed through the organization's Quality Improvement Program. 
 
Each MA contract is for a period of at least 12 months. The contract is effective on the 
date specified in the contract between the MA organization and CMS. 
 
An MA organization's MA contract with CMS will contain a provision specifying 
inspection and auditing rights, along with CMS' rights to inspect or evaluate the quality, 
appropriateness, and timeliness of services performed under the contract; CMS' rights to 
inspect or evaluate the facilities of the organization when evidence of the need to do so 
exists; and CMS' right to inspect books, contracts, and records of the MA organization 
that pertain to the organization's ability to bear financial risk, perform services, and 
determine amounts payable. 
 
An MA organization's MA contract will contain a severability provision that provides 
that upon CMS' request:   (1) The contract will be amended to exclude any MA plan or 
State-licensed entity specified by CMS, and (2) A separate contract would be deemed to 
be in place for the plan removed from the MA contract, when such a request is made. 
 
An MA organization's MA contract will contain a provision stating that any regulations 
or policy statements issued by CMS after the date on which final bid proposals must be 
submitted for a calendar year, and which create significant new operational costs of 
which the MA organization did not have reasonable notice prior to such date, will not 
become effective before the next contract year for which these requirements can be taken 
into account in making bid submissions, unless earlier implementation is required by 
statute or in connection with litigation challenging CMS” policies. 
 

NOTE:  MA organizations offering prescription drug benefits under Part D must 
follow the fraud, waste, and abuse requirements at 42 CFR Part 423. 
Please see §423.504(b)(4)(vi)(H) for these requirements. 

 
30 - Minimum Enrollment Requirements for MA Organizations 
(Rev. 79, Issued 02-17-06, Effective Date 02-17-06) 
Unless an organization has a minimum enrollment waiver as explained below, CMS does 
not enter into a contract with an entity unless it meets the following minimum enrollment 
requirements: 

• At least 5,000 individuals (or 1,500 individuals if the organization is a PSO) are 
enrolled for the purpose of receiving health benefits from the organization; or  
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• At least 1,500 individuals (or 500 individuals if the organization is a PSO) are 
enrolled for purposes of receiving health benefits from the organization and the 
organization primarily serves individuals residing outside of urbanized areas as 
defined in 42 CFR §412.62(f) (or, in the case of a PSO, the PSO meets the 
requirements at 42 CFR §422.352(c)).  

Except when an organization has a minimum enrollment waiver, the organization must 
maintain the minimum enrollment standards above for the duration of its contract. 

30.1 - Minimum Enrollment Waiver 
(Rev. 79, Issued 02-17-06, Effective Date 02-17-06) 
For an organization that does not meet the applicable enrollment requirements when it 
applies for an MA contract or during the first 3 years of its MA contract, CMS may waive 
the minimum enrollment requirement. To receive a waiver, an organization must 
demonstrate to CMS' satisfaction that it is capable of administering and managing an MA 
contract and is able to manage the level of risk required under the contract. 
 
CMS considers the following factors when making this evaluation: 

• The organization management and providers have previous experience in 
managing and providing health care services under a risk-based payment 
arrangement to at least as many individuals as the applicable minimum enrollment 
for the entity;  

• The organization has the financial ability to bear financial risk under an MA 
contract including experience managing an organization and stop-loss insurance 
that is adequate and acceptable to CMS; and  

• The organization is able to establish a marketing and enrollment process that will 
allow it to meet the applicable enrollment requirement prior to completion of the 
third contract year.  

If the MA organization fails to meet the enrollment requirement in the first year, CMS 
may waive the minimum requirements for another year provided that the organization 
requests an additional minimum enrollment waiver no later than 120 days before the end 
of the first year, continues to demonstrate it is capable of administering and managing an 
MA contract and is able to manage the level of risk, and demonstrates an acceptable 
marketing and enrollment process. 
 
Enrollment projections for the second year of the waiver become the organization's 
transitional enrollment standard. If an organization fails to meet the enrollment 
requirement in the second year, CMS may waive the minimum requirements for the third 
year only if the organization has attained the transitional enrollment standard established 
based on its enrollment projections for the second year. 
 
CMS may elect to not renew its contract with an MA organization that fails to meet the 
applicable enrollment requirement. 
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