
 

In the third major computation, the cost-based HMO/CMP will compute the Part B blood 
deductible amount, the Mental Health Copayment, and all Part B coinsurances applicable 
to carrier and intermediary paid bills. The sum of these three computations gives the 
Medicare Part A and Part B deductible and coinsurance amounts 

To compute the HMO/CMP Medicare enrollees’ premiums, add the total Part A and Part 
B deductible and coinsurance for the organization’s incurred costs, and the Part A and 
Part B deductible and coinsurance for costs paid by the fee-for-service system on the 
organization’s behalf. 

From this total, subtract the HMO/CMP’s Medicare enrollees’ copayments, if any. The 
resulting figure is then divided by the organization’s Medicare enrollee months to 
produce a monthly premium. The following is an example of the formula: 

1. Factors  
a = Total Part A and Part B deductible and coinsurance on the organization’s 
incurred costs;  

b = Total Part A and Part B deductible and coinsurance on fee-for-service system 
incurred costs;  

c = Total HMO/CMP Medicare enrollee copayments;  

d = HMO/CMP Medicare enrollee months  

e = Monthly deductible and coinsurance amount to be recovered through 
Medicare beneficiary premiums and cost sharing’  

2. Computation  
(a + b - c) divided by d = e 

220.1 - Payment for Bad Debts 
(Rev. 4, 10-01-01) 
Bad debts are deductions from revenue and may be included in allowable costs only if: 

• They are attributable to Medicare deductible and coinsurance amounts for which 
the Medicare enrollee is liable; and  

• The cost-based HMO/CMP has made a reasonable, but unsuccessful, effort to 
collect these amounts based on Chapter 3 of the “Provider Reimbursement 
Manual” (Pub. 15), §300.  

The amount included in allowable cost for bad debt expense is limited. If the beneficiary 
deductible and coinsurance amounts payable to the cost-based organization are made on a 
monthly premium or other periodic basis, the amount allowed as a bad debt may not 
exceed three times the monthly rate for the actuarial value of the deductible and 
coinsurance amounts. If the beneficiary deductible and coinsurance amounts payable to 
the organization are made on other than a monthly basis, the amount allowed as a bad 
debt may not exceed the amount equivalent to that indicated above. 



Any bad debt related to a service furnished to a Medicare enrollee of the cost-based 
HMO/CMP, and claimed on a cost report submitted for payment by a provider or other 
facility paid on a cost basis, may not be claimed as a bad debt by the HMO/CMP. 

230 - Limitation on Payment 
(Rev. 4, 10-01-01) 
Unless otherwise specified, the payment limitations imposed on the amounts payable to 
providers of services (and other health care facilities) under Medicare reimbursement 
principles apply to amounts payable for covered services furnished by: 

• Providers of services owned and operated by a cost-based HMO/CMP;  

• Providers related to a cost-based HMO/CMP by common ownership or control; or  

• Providers or other health care facilities which furnish services that are paid on a 
reasonable cost basis.  

The payment limitations applicable to cost-based HMO/CMPs include (but are not 
limited to) those described in §§250 through 300. 

240 - End Stage Renal Disease (ESRD) 
(Rev. 74, Issued: 10-14-05, Effective Date: 10-14-05) 
Individuals who have been medically determined to have ESRD are not eligible to elect 
to enroll in a cost-based HMO/CMP. However, individuals already enrolled in the 
organization who subsequently become eligible for Medicare because of ESRD, and aged 
Medicare enrollees who subsequently develop ESRD, cannot be disenrolled from the 
organization as a result of the development of ESRD. Special limitations apply to 
Medicare program payment for ESRD services.  For dialysis and related services, CMS 
carriers process physician claims and CMS intermediaries process facility claims. 

The amount CMS pays to a cost-based HMO/CMP for services rendered to individuals 
with ESRD will be limited to the amount CMS would otherwise pay for services rendered 
to these individuals if they were not enrollees of the organization. Generally, effective on 
or after August 1, 1983, Medicare payment for ESRD services is made to the dialysis 
facility on the basis of one of two prospective composite rates: one rate for hospital-based 
ESRD facilities and one rate for independent dialysis facilities. Patients dialyzing at 
home have the option of having these services paid for under the composite rate system 
or dealing directly with the Medicare program to receive payment on a FFS basis for 
items and services provided. 

For a full discussion of ESRD reimbursement under Medicare, see Chapter 27 of the 
“Provider Reimbursement Manual” (Pub. 15), Part I. In addition, general information on 
coverage, entitlement, and billing for ESRD services under Medicare can be obtained 
from either the Renal Dialysis Facility Manual or the Hospital Manual. 


