
for any amount in excess of the Medicare allowed amount (the fee schedule amount or 
the actual charge, if lower). 

However, the HMO/CMP has financial responsibility for the amount that would have 
been the beneficiary’s liability in FFS Medicare (the 20 percent coinsurance and any 
unmet deductible). 

NOTE: The financial responsibility of the HMO/CMP applies only when the 
services are covered by the HMO/CMP, i.e., for emergency or urgently 
needed services or when the HMO/CMP refers the enrollee to the non-
network physician. 

150.2 - Payment for Services Rendered On or After April 1, 1994, by 
Noncontracted, Nonparticipating Physicians 
(Rev. 4, 10-01-01) 
If a noncontracted physician provides a service to one of the cost-based HMO/CMP’s 
enrollees, and the physician is not a Medicare participating physician, the limit of the 
HMO/CMP’s liability is the lower of the actual charge or the limiting charge permitted 
under the statute for FFS Medicare. The HMO/CMP is responsible for beneficiary 
coinsurance and deductible payments. 

160 - Enrollment and Marketing Costs 
(Rev. 4, 10-01-01) 
Enrollment and marketing costs are those necessary and proper costs incurred in offering 
the cost-based HMO/CMP to potential enrollees. These costs include selling, advertising, 
and promotional activities incurred directly by the organization or under contract with 
outside specialists. Enrollment and marketing costs are allowable to the extent they are 
reasonable and do not exceed an amount that would be incurred by prudent and cost 
conscious management. 

These costs do not include membership costs (see §180) or special costs (see §200). 

170 - Initial Enrollment 
(Rev. 4, 10-01-01) 
Cost-based HMO/CMPs, which offer Medicare benefits for the first time, are likely to 
incur relatively higher marketing and enrollment costs in offering their HMO/CMPs to 
Medicare beneficiaries. In determining whether these higher costs are reasonable, CMS 
may allow them if they do not exceed what prudent and cost conscious management 
would incur. 

180 - Membership Costs 
(Rev. 4, 10-01-01) 
The cost-based HMO/CMP’s cost of maintaining and servicing subscriber contracts for 
prepayment enrollees, including but not limited to the reasonable cost of maintaining 
statistical, financial, and other data on members, are allowable to the extent they are 


