
4.   A statement from SSA or RRB verifying the individual’s entitlement to Medicare 
Part A and enrollment in Part B;  

5.   Verification of Medicare Part A and Part B through one of CMS’s systems, 
including CMS data available through CMS subcontractors; or  

6.   For individuals enrolling when they first become entitled to Medicare, an SSA 
application for Medicare Part A and/or B showing the effective date for both 
Medicare Parts A and B or Part B only.   

Evidence of Permanent Residence - A permanent residence is normally the enrollee’s 
primary residence.  A Medicare Cost organization may request additional information 
such as voter’s registration records, driver’s license records, tax records, or utility bills to 
verify the primary residence. Such records must establish the permanent residence 
address, and not the mailing address, of the individual.  

Involuntary Disenrollment - Refers to when a Medicare Cost organization, as opposed 
to the member, initiates disenrollment from the plan. Procedures regarding involuntary 
disenrollment are found in §50.2 of this chapter.  

Medicare +Choice Organization (M+C organization) - Refer to Chapter 1 (General 
Administration of the Managed Care/Medicare+Choice Program) of the Medicare 
Managed Care Manual for a definition of a M+C organization. 

10.1 - General Requirements  

(Rev. 38, 10-31-03) 

Cost contracts generally are limited to existing contractors, who had a cost contract in 
place before the date of enactment of the Balanced Budget Act of 1997.   The only 
exception to this rule is for entities that currently have an HCPP contract under 
§1833(a)(1)(A) of the Social Security Act (the Act), and wish to convert to a §1876 cost 
contract.  In order for an HCPP to contract CMS under a cost contract, the entity must 
meet certain qualifying conditions as outlined in 42 CFR 417, Subpart J.  One of these 
qualifying conditions requires the entity to demonstrate an ability to enroll members and 
to sustain a membership that ensures effective, efficient and economical care to the plan’s 
Medicare enrollees.  Meeting these requirements is also a condition for continuing to 
contract with CMS as an existing cost contractor. 

Operating experience and enrollment requirements are minimum standards.  In addition 
to the plan demonstrating the ability to enroll members, these enrollment levels are 
necessary to provide a reasonable basis for CMS to establish payment rates for the plan. 
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20 – Eligibility for Enrollment in a Medicare Cost Plan 

(Rev. 38, 10-31-03) 

In general, an individual is eligible to enroll in a cost plan by meeting each of the 
following requirements. A cost plan that is accepting new members must enroll any 
Medicare beneficiary who: 

• Is entitled to benefits under Medicare Part A and enrolled in Medicare Part B, or 
is enrolled in Medicare Part B only; 

• Permanently resides within the service area of the cost plan (see exception in 
§20.1 for persons converting to Medicare Part A and/or Part B who are living 
outside the service area at the time of enrollment); 

• Completes and signs the application form used to enroll members during the 
enrollment period and provides all the information required to process the 
enrollment; and 

• Agrees to abide by the membership rules disclosed during the enrollment process. 

A cost plan must deny enrollment if: 

• The beneficiary has been medically determined to have End Stage Renal Disease 
(ESRD) prior to applying for enrollment (with some exceptions; see §20.2). 

In addition, a cost plan is permitted to deny enrollment if CMS has granted a waiver or 
limitation of the open enrollment requirement (see §30.1.1), and that limit has been 
reached. 

A cost plan may choose to wait for the individual’s payment of the plan premium, 
including any premiums or cost sharing due the organization for a prior enrollment, 
before processing the enrollment.  

The organization may not deny enrollment to a Medicare beneficiary who continues to 
work and who is enrolled in his or her employer’s health benefits plan (or that of a 
spouse).  If the individual enrolls in a cost plan and continues enrollment in his/her (or 
their spouse’s) employer health benefits plan, then coordination of benefits rules apply. 

20.1 – Conversion Enrollments  

(Rev. 38, 10-31-03) 

The cost plan must accept as a Medicare member any individual who was enrolled in the 
organization during the month immediately before the month in which he or she became 
entitled to both Medicare Parts A and B, or Part B only.  The application of this provision 
to individuals with ESRD is discussed in §20.2.2.  


