
10 - Introduction 
(Rev. 113, Issued: 05-17-13, Effective: 05-17-13, Implementation: 05-17-13) 
 
42 CFR422.550 
 
This chapter describes the regulatory guidance in Subpart L of 42 CFR 422.550, “Effect 
of Change of Ownership or Leasing of Facilities During Term of Contract.” 
 
Please note, although this chapter formulates its guidance as applying to MA 
organizations, all guidance also applies to Medicare 1876 Cost plans. 
 
This chapter: 
 

• Defines change of ownership (§10.1, §10.2); 
 

• Describes the notification requirements associated with a change of ownership 
(§20.1, §20.2); 
 

• Outlines the requirements for novation agreements (§30.1-§30.4); and  
 

• Describes the process for submitting documentation necessary for CMS review 
(§20.4, §30.4). 

 
If a legal entity that contracts with CMS has a change of ownership, the new entity may 
not necessarily qualify to continue the same Medicare contract with CMS. Organizations 
should contact their Regional Office Account Manager (AM) for more information about 
change of ownership requirements. 
 
10.1 - Definition of a Change of Ownership 
(Rev. 113, Issued: 05-17-13, Effective: 05-17-13, Implementation: 05-17-13) 
 
The following situations typically constitute a change of ownership: 
 

• Asset sale or transfer: The sale or transfer of title and property to another party 
(that party can be a related, affiliated, subsidiary entity or a non-related entity);  
 

• Partnership: The removal, addition, or substitution of a partner (unless the 
partners expressly agree otherwise as permitted by applicable State law); or  
 

• Corporation: The merger of a corporate entity that holds a Medicare contract into 
another corporate entity, or the consolidation of a corporate entity that holds a 
Medicare contract with one or more other corporations, resulting in a new 
corporate body. 

 
NOTE:  I n any type of change of ownership transaction (even those involving a parent 
corporation and a subsidiary or two affiliated entities), when the surviving entity of a 



merger or corporate reorganization or the transferee of an asset sale or transfer is an 
entity that is not an MA organization, that entity should contact its Account Manager as 
early as possible to determine if the surviving entity needs to submit a modified initial or 
service area expansion (SAE) application to be deemed an eligible MA organization prior 
to the transaction/novation. 
 
The transfer of corporate stock or the merger of another corporation into the corporation 
that holds a contract with CMS does not ordinarily constitute a change of ownership. 
 
10.2 - Examples of Ownership Transactions 
(Rev.113, Issued: 05-17-13, Effective: 05-17-13, Implementation: 05-17-13) 
 
In the following situation, the ownership transaction does not ordinarily result in a change 
of ownership: 
 

• If Corporation X maintains a contract with CMS and subsequently purchases the 
stock of Corporation Y, the ownership of Corporation X has not ordinarily 
changed. 

 
In the following situations, the ownership transaction ordinarily results in a change of 
ownership as defined in §10.1 above. 
 

• If Corporation A, Corporation B, and Corporation C, all subsidiaries of 
Corporation P (a holding company), consolidate into Corporation ABC (a new 
legal entity), and Corporation A, B, and C are fully dissolved, this constitutes a 
change in ownership in all Corporations A, B, and C.  
 

• If Corporation A sells or transfers portions of its operations, including operations 
related to its MA contract to Corporation B, then: 
 
o If Corporation B has already been deemed an eligible MA entity by CMS, 

then this constitutes a change in ownership of the MA contract to Corporation 
B. 
 

o If Corporation B is not already deemed an eligible MA organization, it must 
submit an application for eligibility to CMS as provided in Chapter 11, 
"Application Procedures and Contract Requirements,” of this manual.  
 

• If Corporation A, a Medicare Advantage Organization, merges with its parent, 
Corporation B, an eligible MA organization, and Corporation A does not survive 
the merger, this constitutes a change in ownership for Corporation A.   
 

The following example illustrates how the same transaction may have different effects of 
change of ownership on different corporations. 
 


