
Medicare enrollees.  These organizations are paid each month, in advance, an interim per 
capita rate for each Medicare enrollee.  The total monthly payment is determined by 
multiplying the interim per capita rate by the number of the HCPP's Medicare enrollees, 
plus or minus adjustments made by CMS.  Further adjustments may be made at the end 
of the contract period to bring the interim payments made to the HCPP during the period 
into agreement with the reimbursement amount determined payable to the HCPP for 
services rendered to Medicare enrollees during that period.  Total payment is calculated 
based on the HCPP's final cost report. 

In addition, the HCPP may furnish services to Medicare beneficiaries who are not 
enrolled in the organization.  Since payment to the HCPP under §1833 of the Act is 
limited to the HCPP's Medicare enrollees, services furnished to nonenrolled Medicare 
beneficiaries are outside the scope of the HCPP's agreement with the Secretary.  
Medicare payments for services furnished to nonenrolled beneficiaries are made through 
the original Medicare Fee-For-Service (FFS) payment system in accordance with the 
usual Medicare payment process. 

10.1 - Reasonable Cost Payments 

(Rev. 30, 09-05-03) 

An HCPP is paid the reasonable cost of the covered nonprovider Part B services it 
furnishes directly to or arranges for its Medicare enrollees.  The determination of 
reasonable cost is based on the Medicare reimbursement principles which are used to 
calculate the reasonable cost of hospitals, Skilled Nursing Facilities (SNFs), Home 
Health Agencies (HHAs), and other entities paid by the Medicare program on a cost basis 
and also on principles contained in this manual.  In addition to the costs directly related to 
the provision of health services, the costs incurred by the HCPP such as marketing, 
enrollment, and membership expenses are also taken into account in determining 
reasonable costs. 

The cost payment principles for HCPPs are discussed in detail in Chapter 18, Subchapter 
B. 

10.2 - Bill Processing 

(Rev. 30, 09-05-03) 

The CMS will pay on the behalf of the HCPP, through its intermediaries, all provider 
costs for covered items and services furnished to the HCPP's Medicare enrollees.  A 
limited number of nonprovider Part B services are paid by carriers (same as cost 
reimbursed HMOs/CMPs). 


