
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 



reasonable. Membership expenses should not be included with allowable enrollment and 
marketing expenses. 

190 - Reinsurance 
(Rev. 4, 10-01-01) 
Reinsurance is the transfer of all or part of the risk a cost-based HMO/CMP assumes in 
agreeing to deliver health care to its enrollees. Reinsurance costs are not allowable. 

190.1 - Self Insurance 
(Rev. 4, 10-01-01) 
If the cost-based HMO/CMP self-insures for the cost of services by maintaining 
independently, or as part of a group or pool, a self insurance fund, the costs of payments 
into such a fund are not allowable. Other types of self-insurance funds are subject to the 
rules contained in Chapter 21 of the “Provider Reimbursement Manual” (Pub. 15), Part I. 

200 - Special Costs Paid In Full 
(Rev. 4, 10-01-01) 
CMS will pay in full the total reasonable cost incurred by the HMO/CMP for services 
that are solely for the purposes of the Medicare program and unique to cost-based 
organization Medicare provisions. These special costs will be taken into account in the 
HMO/CMP’s monthly per capita rate. Special costs must be shown separately in the 
organization’s operating budget and approved by CMS in advance of the contract period 
for which they are claimed subject to retrospective adjustment at the end of the contract 
period. These special costs do not include management service costs or the normal 
administrative costs incurred by the organization in obtaining payment from the Medicare 
program for example, such as the cost of maintaining and reporting statistical and 
actuarial data needed to determine the amount of payment due the organization, costs of 
accumulating accretion and deletion data, marketing, enrollment, and the cost of 
preparing cost reports. Such costs are apportioned to the Medicare program in accordance 
with Chapter 17, Subchapter C as applicable, so that the Medicare program pays its 
proportionate share of these costs. 

The following types of costs incurred by the HMO/CMP will be paid in full by CMS: 

• Medicare Enrollment Data - This is the reasonable cost of reporting individual 
Medicare beneficiary enrollment accretion and deletion data;  

• Special Program Evaluation and Planning Data - This is the reasonable cost of 
special data required by CMS solely for Medicare program evaluation and 
planning purposes. However, unless specifically provided for, this data does not 
include the data the organization is required to maintain and furnish under other 
sections of this manual;  

• Certification of Cost Report - This is the reasonable costs of certifying the 
organization’s cost report. However, as indicated above, the reasonable cost of 
preparing this cost report is apportioned in accordance with Chapter 17, 
Subchapter C as applicable. CMS will pay in full under this section only those 

http://www.cms.hhs.gov/manuals/116_mmc/mc86c17c.pdf

