
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. 
 



• If Corporation X maintains a contract with CMS and subsequently acquires 
Corporation Z, resulting in a merger then: 
 
o If Corporation X survives, the ownership of Corporation X has not changed. 
 
o If Corporation Z survives, this constitutes a change in ownership of 

Corporation X. 
 
20 - Notification Requirements 
(Rev. 113, Issued: 05-17-13, Effective: 05-17-13, Implementation: 05-17-13) 
 
20.1 - Notification Requirements Prior to an Anticipated Change of 
Ownership 
(Rev. 113, Issued: 05-17-13, Effective: 05-17-13, Implementation: 05-17-13) 
 
All MA organizations considering a change of ownership must notify CMS at least 60 
days prior to the anticipated effective date of change. 
 
20.2 - Content of Notice for Changes of Ownership 
(Rev. 113, Issued: 05-17-13, Effective: 05-17-13, Implementation: 05-17-13) 
 
The organization's notice to CMS regarding a change of ownership, as defined in §10.1 
above, must contain the information listed below. This information is reviewed by CMS 
to determine whether the new ownership continues to meet legislative and regulatory 
requirements for operating a Medicare managed care plan. 
 

• Updated financial information, including the most recent quarterly and annual 
financial statements, and pro forma balance and income statements following the 
change of ownership. This must include an explanation of long-term loans and a 
narrative discussion of the impact of the change of ownership on the financial 
health and solvency of the surviving legal entity. 
 

• A detailed listing of the significant steps necessary to complete the transaction, 
including the timeframes for submitting required information to CMS. 

 
• In the case of large or publically-traded organizations, documentation of any 

contact with, including evaluations conducted by, the Securities and Exchange 
Commission (SEC) and the Federal Trade Commission (FTC) with respect to the 
impact of the proposed merger. 

 
• The acquisition agreement and closing documents. 

 
• The proposed by-laws and articles of incorporation for the newly-formed legal 

entity. 
 


