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M+C organizations to compute month-
ly adjusted capitation rates for individ-
uals in each of its payment areas.

(b) Advance notice of changes in meth-
odology. (1) No later than January 15 of
each year, HCFA notifies M+C organi-
zations of changes it proposes to make
in the factors and the methodology it
used in the previous determination of
capitation rates.

(2) The M+C organizations have 15
days to comment on the proposed
changes.

§ 422.262 Special rules for bene-
ficiaries enrolled in M+C MSA
plans.

(a) Establishment and designation of
medical savings account (MSA). A bene-
ficiary who elects coverage under an
M+C MSA plan—

(1) Must establish an M+C MSA with
a trustee that meets the requirements
of paragraph (b) of this section; and

(2) If he or she has more than one
M+C MSA, designate the particular ac-
count to which payments under the
M+C MSA plan are to be made.

(b) Requirements for MSA trustees. An
entity that acts as a trustee for an
M+C MSA must—

(1) Register with HCFA;
(2) Certify that it is a licensed bank,

insurance company, or other entity
qualified, under sections 408(a)(2) or
408(h) of the IRS Code, to act as a
trustee of individual retirement ac-
counts;

(3) Agree to comply with the M+C
MSA provisions of section 138 of the
IRS Code of 1986; and

(4) Provide any other information
that HCFA may require.

(c) Deposit in the M+C MSA. (1) The
payment is calculated as follows:

(i) The monthly M+C MSA premium
is compared with 1⁄12 of the annual capi-
tation rate for the area determined
under § 422.252.

(ii) If the monthly M+C MSA pre-
mium is less than 1⁄12 of the annual
capitation rate, the difference is the
amount to be deposited in the M+C
MSA for each month for which the ben-
eficiary is enrolled in the MSA plan.

(2) HCFA deposits the full amount to
which a beneficiary is entitled under
paragraph (c)(1)(ii) of this section for
the calendar year, beginning with the

month in which M+C MSA coverage be-
gins.

(3) If the beneficiary’s coverage under
the M+C MSA plan ends before the end
of the calendar year, HCFA recovers
the amount that corresponds to the re-
maining months of that year.

§ 422.264 Special rules for coverage
that begins or ends during an inpa-
tient hospital stay.

(a) Applicability. This section applies
to inpatient services in a ‘‘subsection
(d) hospital’’ as defined in section
1886(d)(1)(B) of the Act.

(b) Coverage that begins during an in-
patient hospital stay. If coverage under
an M+C plan offered by an M+C organi-
zation begins while the beneficiary is
an inpatient in a subsection (d) hos-
pital—

(1) Payment for inpatient services
until the date of the beneficiary’s dis-
charge is made by the previous M+C or-
ganization or original Medicare, as ap-
propriate.

(2) The M+C organization offering the
newly-elected M+C plan is not respon-
sible for the inpatient services until
the date after the beneficiary’s dis-
charge; and

(3) The M+C organization offering the
newly-elected M+C plan is paid the full
amount otherwise payable under this
subpart.

(c) Coverage that ends during an inpa-
tient hospital stay. If coverage under an
M+C plan offered by an M+C organiza-
tion ends while the beneficiary is an in-
patient in a subsection (d) hospital—

(1) The M+C organization is respon-
sible for the inpatient services until
the date of the beneficiary’s discharge;

(2) Payment for those services during
the remainder of the stay is not made
by original Medicare or by any suc-
ceeding M+C organization offering a
newly-elected M+C plan; and

(3) The M+C organization that no
longer provides coverage receives no
payment for the beneficiary for the pe-
riod after coverage ends.

§ 422.266 Special rules for hospice
care.

(a) Information. An M+C organization
that has a contract under subpart K of
this part must inform each Medicare
enrollee eligible to elect hospice care
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under section 1812(d)(1) of the Act
about the availability of hospice care
(in a manner that objectively presents
all available hospice providers, includ-
ing a statement of any ownership in-
terest in a hospice held by the M+C or-
ganization or a related entity) if—

(1) A Medicare hospice program is lo-
cated within the plan’s service area; or

(2) It is common practice to refer pa-
tients to hospice programs outside that
area.

(b) Enrollment status. Unless the en-
rollee disenrolls from the M+C plan, a
beneficiary electing hospice continues
his or her enrollment in the M+C plan
and is entitled to receive, through the
M+C plan, any benefits other than
those that are the responsibility of the
Medicare hospice.

(c) Payment. During the time the hos-
pice election is in effect, HCFA’s
monthly capitation payment to the
M+C organization is reduced to an
amount equal to the adjusted excess
amount determined under § 422.312. In
addition, HCFA pays through the origi-
nal Medicare program (subject to the
usual rules of payment)—

(1) The hospice program for hospice
care furnished to the Medicare en-
rollee; and

(2) The M+C organization, provider or
supplier for other Medicare-covered
services furnished to the enrollee.

§ 422.268 Source of payment and effect
of election of the M+C plan election
on payment.

(a) Source of payments. Payments
under this subpart, to M+C organiza-
tions or M+C MSAs, are made from the
Federal Hospital Insurance Trust Fund
or the Supplementary Medical Insur-
ance Trust Fund. HCFA determines the
proportions to reflect the relative
weight that benefits under Part A, and
benefits under Part B represents of the
actuarial value of the total benefits
under title XVIII of the Act.

(b) Payments to the M+C organization.
Subject to §§ 412.105(g) and 413.86(d) of
this chapter and §§ 422.109, 422.264, and
422.266, HCFA’s payments under a con-
tract with an M+C organization (de-
scribed in § 422.250) with respect to an
individual electing an M+C plan offered
by the organization are instead of the
amounts which (in the absence of the

contract) would otherwise be payable
under original Medicare for items and
services furnished to the individual.

(c) Only the M+C organization entitled
to payment. Subject to § 422.262, 422.264,
422.266, and 422.520 of this part and sec-
tions 1886(d)(11) and 1886(h)(3)(D) of the
Act, only the M+C organization is enti-
tled to receive payment from HCFA
under title XVIII of the Act for items
and services furnished to the indi-
vidual.

[63 FR 35090, June 26, 1998; 63 FR 52613, Oct.
1, 1998]

Subpart G—Premiums and Cost-
Sharing

SOURCE: 63 FR 35093, June 26, 1998, unless
otherwise noted.

§ 422.300 Basis and scope.

(a) General. This subpart is based on
section 1854 of the Act. It sets forth the
requirements and limitations for pay-
ments by and on behalf of Medicare
beneficiaries who elect an M+C plan.

(b) Transition period. For contract pe-
riods beginning before January 1, 2002,
HCFA applies the following special
rules.

(1) M+C organizations may, with
HCFA’s agreement, modify an M+C
plan offered prior to January 1, 2002
by—

(i) Adding benefits at no additional
cost to the M+C plan enrollee; and

(ii) Lowering the premiums approved
through the ACR process;

(iii) Lowering other cost-sharing
amounts approved through the ACR
process.

(2) For contracts beginning on a date
other than January 1 (according to
§ 422.504(d)), M+C organizations may
submit ACRs on a date other than July
1 approved by HCFA.

[63 FR 35093, June 26, 1998, asa amended at 65
FR 40326, June 29, 2000]

§ 422.302 Terminology.

As used in this subpart, unless speci-
fied otherwise—

Additional revenues are revenues col-
lected or expected to be collected from
charges for M+C plans offered by an
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