
of the hospital's billed charges or the PPS rate, but no more than would have been paid 
under original Medicare. 
 
If CMS determines that the MA organization fails to make payments promptly to non-
contracting providers and suppliers, CMS may, following an opportunity for a hearing: 

• Provide for direct payment of the sums owed to providers, or MA private fee-for-
service plan enrollees; and  

• Provide for appropriate reduction in the amounts that would otherwise be paid to 
the organization, to reflect the amounts of the direct payments and the cost of 
making those payments. 

Agreements with Federally Qualified Health Centers  

Under the contract, if an MA enrollee receives a service from a Federally Qualified 
Health Center (FQHC) that has a written agreement with the MA organization: 

• The MA organization must pay a FQHC a similar amount to what it pays other 
providers for similar service; 

• The FQHC must accept this payment as payment in full, except for allowable cost 
sharing which it may collect; and 

• Financial incentives, such as risk pool payments or bonuses, and financial 
withholdings are not considered in determining the payments by CMS under 42 
CFR 422.316(a) (requirements for the MA program). 

100.3 - Beneficiary Financial Protections 
(Rev. 79, Issued 02-17-06, Effective Date 02-17-06) 
Each MA organization must adopt and maintain arrangements satisfactory to CMS to 
protect its enrollees from incurring liability (for example, as a result of an organization's 
insolvency or other financial difficulties) for payment of any fees that are the legal 
obligation of the MA organization. To meet this requirement, the MA organization must: 

• Ensure that all contractual or other written arrangements with providers prohibit 
the organization's providers from holding any beneficiary enrollee liable for 
payment of any such fees; and  

• Indemnify the enrollee for any fees that are the legal obligation of the MA 
organization for services furnished by providers that do not contract, or that have 
not otherwise entered into an agreement with the MA organization, to provide 
services to the organization's beneficiary enrollees.  

The MA organization must provide for continuation of enrollee health care benefits for: 

• All enrollees, for the duration of the contract period for which CMS payments 
have been made; and  



• Enrollees who are hospitalized on the date its contract with CMS terminates, or, 
in the event of an insolvency, through discharge.  

To meet this continuation of benefits requirements, an MA organization may use: 

• Contractual arrangements (see MA contract requirements described at §20 and 
§§100.1 - 100.2 );  

• Insurance acceptable to CMS;  

• Financial reserves acceptable to CMS; or  

• Any other arrangement acceptable to CMS.  

100.4 - Provider and Supplier Contract Requirements 
(Rev. 79, Issued 02-17-06, Effective Date 02-17-06) 
Contracts or other written agreements between MA organizations and providers and 
suppliers of health care or health care-related services must contain the following 
provisions: 

• Contracting providers agree to safeguard beneficiary privacy and confidentiality 
and assure accuracy of beneficiary health records;  

• Contracts must specify a prompt payment requirement, the terms and conditions 
of which are developed and agreed-to by the MA organization and its contracted 
providers and suppliers;  

• Contracts must hold Medicare members harmless for payment of fees that are the 
legal obligation of the MA organization to fulfill. Such provision will apply, but 
will not be limited to insolvency of the MA organization, contract breach, and 
provider billing;  

• Contracts must contain accountability provisions specifying:  

o That first tier and downstream entities must comply with Medicare laws, 
regulations, and CMS instructions (422.504(i)(4)(v)), and agree to audits 
and inspection by CMS and/or its designees and to cooperate, assist, and 
provide information as requested, and maintain records a minimum of 10 
years;  

o That the MA organization oversees and is accountable to CMS for any 
functions and responsibilities described in the MA regulations 
(422.504(i)(4)(iii)); and  

o That MA organizations that choose to delegate functions must adhere to 
the delegation requirements - including all provider contract requirements 
in these delegation requirements - described in the MA regulations 
(422.504(i)(3)(iii); 422.504(i)(4)(i)-(v)).  
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