
not enrolled in the HMO/CMP, is deducted. Procedures for estimating this amount are 
contained in Chapter 17, Subchapter B

80.2 - Certain Provider Costs 
(Rev. 4, 10-01-01) 
A HMO/CMP has the option to have hospitals and SNFs, that furnish covered services to 
the HMO/CMP's Medicare enrollees, obtain payment directly from Medicare on the 
HMO/CMP's behalf (See Chapter 17, Subchapter B). When the HMO/CMP opts for this 
alternative, these providers are each paid the cost for the Medicare covered services 
furnished to the Medicare enrollee. This determination is made using Medicare's payment 
principles or Medicare's prospective payments, as appropriate, and the amounts paid are 
deducted from the payments to the HMO/CMP. 

80.3 - Costs in Excess of Annual Capitation Rate 
(Rev. 4, 10-01-01) 
In evaluating the reasonableness of costs for a cost-based HMO/CMP, CMS may take 
into account the cost-based HMO/CMP's per capita incurred costs for providing covered 
services to Medicare enrollees, in relation to the Adjusted Average Per Capita Cost 
(AAPCC) for the geographic areas served by the HMO/CMP or a similar area. The 
AAPCC is used as a general guideline to evaluate the reasonableness of a cost-based 
HMO/CMP rather than a strict payment limitation. 

80.4 - Hospice Care Costs 
(Rev. 4, 10-01-01) 
If a Medicare enrollee of a cost-based HMO/CMP makes an election to receive hospice 
care services under §1812(d) of the Act, payment for these hospice care services is made 
to the Medicare participating hospice that furnishes the services, in accordance with 
42 CFR Part 418 and the “Hospice Manual.”  While the HMO/CMP enrollee's hospice 
election is in effect, the cost-based HMO/CMP may only be paid for the following 
covered Medicare services furnished to such enrollee: 

• Services of the enrollee's attending physician, if the physician is an employee or 
contractor of the HMO/CMP and is not employed by or under contract to the 
enrollee's hospice; and  

• Services not related to the treatment of the terminal condition for which hospice 
care was elected or a condition related to the terminal condition.  

A Medicare beneficiary's hospice election may continue as long as the individual 
continues to desire to receive hospice services while terminally ill. Upon revocation of 
the election, the individual resumes normal Medicare coverage and any services provided 
by the cost-based HMO/CMP will be reimbursed in the usual manner. 

http://www.cms.hhs.gov/manuals/116_mmc/mc86c17b.pdf
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80.5 - Medicare as Secondary Payer 
(Rev. 4, 10-01-01) 
Medicare does not pay the cost-based HMO/CMP for covered services for which 
Medicare is the secondary payer. For more information on Medicare as secondary payer, 
see Chapter 17, Subchapter B, and/or 42 CFR 411. 

90 - Financial Records, Statistical Data, and Cost Finding 
(Rev. 4, 10-01-01) 
The cost-based HMO/CMP must maintain sufficient and adequate financial and statistical 
records for CMS to make proper determinations of the costs incurred by the HMO/CMP 
in furnishing services, either directly or through arrangements, to its Medicare enrollees. 
The records must be retained for a period of at least 3 years following the issuance of a 
Notice of Program Reimbursement (NPR). 

100 - Accounting Standards 
(Rev. 4, 10-01-01) 

The HMO/CMP's records must be capable of verification by qualified auditors and 
properly reflect all direct and indirect costs claimed by the HMO/CMP under the 
contract. This means that the HMO/CMP's cost data must be based on an approved 
method of cost finding and on the accrual basis of accounting. However, if a cost-based 
HMO/CMP is owned and operated by a Federal, State or local government agency and 
operates on a cash basis of accounting, CMS accepts cost data on this basis, subject to 
appropriate treatment of capital expenditures. 

100.1 - Accrual Basis of Accounting 
(Rev. 4, 10-01-01) 
Under the accrual basis of accounting, revenue is recorded in the period when it is 
earned, regardless of when it is collected, and expenditures for expense and asset items 
are recorded in the period in which they are incurred, regardless of when they are paid. 

100.2 - Cash Basis of Accounting 
(Rev. 4, 10-01-01) 
Under the cash basis of accounting, revenues are recognized only when cash is received 
and expenditures for expense and asset items are not recorded until cash is disbursed for 
them. 

110 - Adequate and Sufficient Records 
(Rev. 4, 10-01-01) 
Cost data developed by a cost-based HMO/CMP must be current, accurate, and in 
sufficient detail for CMS to make a proper determination of the HMO/CMP's costs. 
Records must be maintained in a consistent manner from one contract period to another. 
However, a proper regard for consistency need not preclude a desirable change in 
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