
70.1 - Services Furnished Directly 
(Rev. 4, 10-01-01) 
The total allowable cost of Part B physician and supplier services (see Chapter 17, 
Subpart B, §§120-150) furnished directly shall be apportioned to Medicare on the basis of 
the ratio of covered Part B services furnished to Medicare enrollees to total services 
furnished to all the organizations’ enrollees and non-enrolled patients. 

The HMO/CMP must use a method for reporting costs and statistics that is approved by 
CMS.  CMS will base its approval on findings that the method: 

• Results in an accurate and equitable allocation of allowable costs; and  

• Is justifiable from an administrative and cost efficiency standpoint. 

For example, if the HMO/CMP elects to use a relative value system to apportion costs, 
the HMO/CMP must use the entire system as described by the designer of the system, 
and obtain CMS approval before implementation. 

70.2 - Services Furnished Under Arrangements 
(Rev. 4, 10-01-01) 
The Part B physician and supplier services that the cost-based HMO/CMP furnishes 
under arrangement are grouped into two categories for apportionment purposes.  The 
basis the HMO/CMP uses to pay for a service determines in which category the service is 
grouped.  The two categories are: 

• Services furnished under an arrangement that provides for the cost-based 
HMO/CMP to pay for the service on a fee-for-service (FFS) basis; and  

• Services furnished under an arrangement that provides for the cost-based 
HMO/CMP to pay for the service on some basis other than FFS.   

If the arrangement provides for the HMO/CMP to pay for these services on a FFS basis, 
the total cost for the services furnished under such arrangement shall be apportioned 
between Medicare enrollees and others based on the ratio of charges for Medicare-
covered services furnished to Medicare enrollees to total charges for services furnished to 
all enrollees and non-enrolled patients.  (See payment limitations contained in Chapter 
17, Subchapter B, §§250-300).  If apportionment on this basis would result in Medicare 
bearing the cost of furnishing services to individuals who are not Medicare enrollees, the 
Medicare share must be determined on another basis (approved by CMS) to ensure that 
Medicare pays only for services furnished to Medicare enrollees. 

If the arrangement provides for the HMO/CMP to pay for these services on some basis 
other than FFS, the reasonable cost the HMO/CMP pays, under the financial arrangement 
for the services furnished, shall be apportioned between Medicare enrollees and others 
based on the ratio of Medicare-covered services furnished to Medicare enrollees to total 
services furnished to all enrollees and non-enrolled patients.  If apportionment on this 
basis would result in Medicare bearing the cost of furnishing services to individuals who 
are not Medicare enrollees, the Medicare share must be determined on another basis 
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(approved by CMS) to ensure that Medicare pays only for services furnished to Medicare 
enrollees. 

80 - Emergency and Urgently Needed Provider Services, and Out of 
Area Provider Services for Which the Cost-Based HMO/CMP Assumes 
Financial Responsibility 
(Rev. 4, 10-01-01) 
The Medicare FFS system may pay the providers for the reasonable cost of covered 
emergency or urgently needed services and other covered out of area services for which 
the cost-based HMO/CMP assumes financial responsibility and which are furnished to 
the HMO/CMP’s Medicare enrollees. 

Alternatively, the HMO/CMP may reimburse a provider for these services, in which case 
payment will be made to the HMO/CMP through the cost reporting mechanism.  
However, payment to the HMO/CMP for such services is allowable only to the extent 
that it does not exceed the reasonable cost for the service or Medicare’s prospective 
payment for the service, as defined in 42 CFR, Parts 405, 412, and 413. 

Exception: 
Payment in excess of the amount allowed under 42 CFR, Parts 405, 412, and 413 may be 
made if the HMO/CMP demonstrates to CMS’s satisfaction that the excess payment is 
justified on the basis of advantages gained by the HMO/CMP.  (See 42 CFR 417.558.) 

90 - Emergency and Urgently Needed Medical Services and Other 
Covered Medical Services for Which the Cost-Based HMO/CMP 
Assumes Financial Responsibility 
(Rev.  17, 01-01-03) 
Payments for services to non-plan physicians and suppliers for purchased services, such 
as emergency or urgently needed care outside the HMO/CMP or unusual specialty 
services not available within the HMO/CMP, are apportioned to Medicare enrollees in 
accordance with the principles set forth in section 70 of this chapter.  In most cases, this 
will limit CMS’s payment to the HMO/CMP to what the FFS system would have paid for 
the service in that area. 

100 - Apportionment of Administrative and General Costs Not Directly 
Associated With Providing Medical Care 
(Rev. 4, 10-01-01) 
Enrollment and marketing costs (as defined in Chapter 17, Subchapter B, section 160), 
membership costs (as defined in Chapter 17, Subchapter B, section 180), as well as other 
administrative and general costs of the HMO/CMP that benefit the total enrolled 
population of the HMO/CMP which are not directly associated with providing medical 
care, are apportioned on the basis of a ratio of Medicare enrollment to total HMO/CMP 
enrollment.  These costs are classified as Plan Administration costs.  Examples of such 
costs are: 
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