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with a nationally average risk profile
for the factors described in §422.308(c),
and this amount is comprised of the
following:

(1) The wunadjusted MA statutory
non-drug monthly bid amount for cov-
erage of original Medicare benefits;

(2) The amount for coverage of basic
prescription drug benefits under Part D
(if any); and

(3) The amount for provision of sup-
plemental health care benefits (if any).

New MA plan means a MA contract
offered by a parent organization that
has not had another MA contract in
the previous 3 years.

Plan basic cost sharing means cost
sharing that would be charged by a
plan for benefits under the original
Medicare FFS program option before
any reductions resulting from manda-
tory supplemental benefits.

Unadjusted MA area-specific non-drug
monthly benchmark amount means, for
local MA plans serving one county, the
county capitation rate CMS publishes
annually that reflects the nationally
average risk profile for the risk factors
CMS applies to payment calculations
as set forth at §422.308(c) of this part,
(that is, a standardized benchmark).
For local MA plans serving multiple
counties it is the weighted average of
county rates in a plan’s service area,
weighted by the plan’s projected enroll-
ment per county. The rules for deter-
mining county capitation rates are spe-
cific to a time period, as set forth at
§422.258(a). Effective 2012, the MA area-
specific non-drug monthly benchmark
amount is called the blended bench-
mark amount, and is determined ac-
cording to the rules set forth under
§422.258(d) of this part.

Unadjusted MA region-specific mnon-
drug monthly benchmark amount means,
for MA regional plans, the amount de-
scribed at §422.258(b).

Unadjusted MA statutory non-drug
monthly bid amount means a plan’s esti-
mate of its average monthly required
revenue to provide coverage of original
Medicare benefits to an MA eligible
beneficiary with a nationally average
risk profile for the risk factors CMS

§422.254

applies to payment calculations as set
forth at §422.308(c).

[63 FR 35085, June 26, 1998, as amended at 70
FR 52026, Sept. 1, 2005; 76 FR 21564, Apr. 15,
2011]

§422.254 Submission of bids.

(a) General rules. (1) Not later than
the first Monday in June, each MA or-
ganization must submit to CMS an ag-
gregate monthly bid amount for each
MA plan (other than an MSA plan) the
organization intends to offer in the up-
coming year in the service area (or seg-
ment of such an area if permitted
under §422.262(c)(2)) that meets the re-
quirements in paragraph (b) of this sec-
tion. With each bid submitted, the MA
organization must provide the informa-
tion required in paragraph (c) of this
section and, for plans with rebates as
described at §422.266(a), the MA organi-
zation must provide the information
required in paragraph (d) of this sec-
tion.

(2) CMS has the authority to deter-
mine whether and when it is appro-
priate to apply the bidding method-
ology described in this section to
ESRD MA enrollees.

(3) If the bid submission described in
paragraphs (a)(1) and (2) of this section
is not complete, timely, or accurate,
CMS has the authority to impose sanc-
tions under subpart O of this part or
may choose not to renew the contract.

(4) Substantial differences between bids.
An MA organization’s bid submissions
must reflect differences in benefit
packages or plan costs that CMS deter-
mines to represent substantial dif-
ferences relative to a sponsor’s other
bid submissions.

(5) CMS may decline to accept any or
every otherwise qualified bid sub-
mitted by an MA organization or po-
tential MA organization.

(b) Bid requirements. (1) The monthly
aggregate bid amount submitted by an
MA organization for each plan is the
organization’s estimate of the revenue
required for the following categories
for providing coverage to an MA eligi-
ble beneficiary with a national average
risk profile for the factors described in
§422.308(c):

(i) The unadjusted MA statutory non-
drug monthly bid amount, which is the
MA plan’s estimated average monthly
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required revenue for providing benefits
under the original Medicare fee-for-
service program option (as defined in
§422.252).

(ii) The amount to provide basic pre-
scription drug coverage, if any (defined
at section 1860D-2(a)(3) of the Act).

(iii) The amount to provide supple-
mental health care benefits, if any.

(2) Each bid is for a uniform benefit
package for the service area.

(3) Bach bid submission must contain
all estimated revenue required by the
plan, including administrative costs
and return on investment.

(4) The bid amount is for plan pay-
ments only but must be based on plan
assumptions about the amount of rev-
enue required from enrollee cost-shar-
ing. The estimate of plan cost-sharing
for the unadjusted MA statutory non-
drug monthly bid amount for coverage
of original Medicare benefits must re-
flect the requirement that the level of
cost sharing MA plans charge to enroll-
ees must be actuarially equivalent to
the level of cost sharing (deductible,
copayments, or coinsurance) charged
to Dbeneficiaries under the original
Medicare program option. The actuari-
ally equivalent level of cost sharing re-
flected in a regional plan’s unadjusted
MA statutory non-drug monthly bid
amount does not include cost sharing
for out-of-network Medicare benefits,
as described at §422.101(d).

(5) Actuarial valuation. The bid must
be prepared in accordance with CMS
actuarial guidelines based on generally
accepted actuarial principles.

(i) A qualified actuary must certify
the plan’s actuarial valuation (which
may be prepared by others under his or
her direction or review).

(ii) To be deemed a qualified actuary,
the actuary must be a member of the
American Academy of Actuaries.

(iii) Applicants may use qualified
outside actuaries to prepare their bids.

(c) Information required for coordinated
care plans and MA private fee-for-service
plans. MA organizations’ submission of
bids for coordinated care plans, includ-
ing regional MA plans and specialized
MA plans for special needs bene-
ficiaries (described at §422.4(a)(1)(iv)),
and for MA private fee-for-service
plans must include the following infor-
mation:

42 CFR Ch. IV (10-1-12 Edition)

(1) The plan type for each plan.

(2) The monthly aggregate bid
amount for the provision of all items
and services under the plan, as defined
in §422.252 and discussed in paragraph
(a) of this section.

(3) The proportions of the bid amount
attributable to-

(i) The provision of benefits under
the original Medicare fee-for-service
program option (as defined at
§422.100(c));

(ii) The provision of basic prescrip-
tion drug coverage (as defined at sec-
tion 1860D-2(a)(3) of the Act; and

(iii) The provision of supplemental
health care Dbenefits (as defined
§422.102).

(4) The projected number of enrollees
in each MA local area used in calcula-
tion of the bid amount, and the enroll-
ment capacity, if any, for the plan.

(6) The actuarial basis for deter-
mining the amount under paragraph
(c)(2) of this section, the proportions
under paragraph (c)(3) of this section,
the amount under paragraph (b)(4) of
this section, and additional informa-
tion as CMS may require to verify ac-
tuarial bases and the projected number
of enrollees.

(6) A description of deductibles, coin-
surance, and copayments applicable
under the plan and the actuarial value
of the deductibles, coinsurance, and co-

payments.
(7) For qualified prescription drug
coverage, the information required

under section 1860D-11(b) of the Act
with respect to coverage.

(8) For the purposes of calculation of
risk corridors under §422.458, MA orga-
nizations offering regional MA plans in
2006 and/or 2007 must submit the fol-
lowing information developed using the
appropriate actuarial bases.

(i) Projected allowable costs (defined
in §422.458(a)).

(ii) The portion of projected allow-
able costs attributable to administra-
tive expenses incurred in providing
these benefits.

(iii) The total projected costs for pro-
viding rebatable integrated benefits (as
defined in §422.458(a)) and the portion
of costs that is attributable to admin-
istrative expenses.

(9) For regional plans, as determined
by CMS, the relative cost factors for
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the counties in a plan’s service area,
for the purposes of adjusting payment
under §422.308(d) for intra-area vari-
ations in an MA organization’s local
payment rates.

(d) Beneficiary rebate information. In
the case of a plan required to provide a
monthly rebate under §422.266 for a
year, the MA organization offering the
plan must inform CMS how the plan
will distribute the beneficiary rebate
among the options described at
§422.266(b).

(e) Information required for MSA plans.
MA organizations intending to offer
MA MSA plans must submit—

(1) The enrollment capacity (if any)
for the plan;

(2) The amount of the MSA monthly
premium for basic benefits under the
original Medicare fee-for-service pro-
gram option;

(3) The amount of the plan deduct-
ible; and

(4) The amount of the beneficiary
supplemental premium, if any.

(f) Separate bids must be submitted
for Part A and Part B enrollees and
Part B-only enrollees for each MA plan
offered.

[63 FR 35085, June 26, 1998, as amended at 70
FR 52026, Sept. 1, 2005; 75 FR 19806, Apr. 15,
2010; 76 FR 21564, Apr. 15, 2011]

§422.256 Review, negotiation, and ap-
proval of bids.

(a) Authority. Subject to paragraphs
(a)(2), (d), and (e) of this section, CMS
has the authority to review the aggre-
gate bid amounts submitted under
§422.252 and conduct negotiations with
MA organizations regarding these bids
(including the supplemental benefits)
and the proportions of the aggregate
bid attributable to basic benefits, sup-
plemental benefits, and prescription
drug benefits and may decline to ap-
prove a bid if the plan sponsor proposes
significant increases in cost sharing or
decreases in benefits offered under the
plan.

(1) When negotiating bid amounts
and proportions, CMS has authority
similar to that provided the Director of
the Office of Personnel Management
for negotiating health benefits plans
under 5 U.S.C. chapter 89.

(2) Noninterference. (i) In carrying out
Parts C and D under this title, CMS

§422.256

may not require any MA organization
to contract with a particular hospital,
physician, or other entity or individual
to furnish items and services.

(ii) CMS may not require a particular
price structure for payment under such
a contract, with the exception of pay-
ments to Federally qualified health
centers as set forth at §422.316.

(b) Standards of bid review. Subject to
paragraphs (d) and (e) of this section,
CMS can only accept bid amounts or
proportions described in paragraph (a)
of this section if CMS determines the
following standards have been met:

(1) The bid amount and proportions
are supported by the actuarial bases
provided by MA organizations under
§422.254.

(2) The bid amount and proportions
reasonably and equitably reflects the
plan’s estimated revenue requirements
for providing the benefits under that
plan, as the term revenue requirements
is used for purposes of section 1302(8) of
the Public Health Service Act.

(3) Limitation on enrollee cost sharing.
For coordinated care plans (including
regional MA plans and specialized MA
plans) and private fee-for-service plans:

(i) The actuarial value of plan basic
cost sharing, reduced by any supple-
mental benefits, may not exceed—

(i) The actuarial value of
deductibles, coinsurance, and copay-
ments that would be applicable for the
benefits to individuals entitled to bene-
fits under Part A and enrolled under
Part B in the plan’s service area with a
national average risk profile for the
factors described in §422.308(c) if they
were not members of an MA organiza-
tion for the year, except that cost shar-
ing for non-network Medicare services
in a regional MA plan is not counted
under the amount described in para-
graph (b)(2)(i) of this section.

(4) Substantial differences between
bids—(i) General. CMS approves a bid
only if it finds that the benefit package
and plan costs represented by that bid
are substantially different from the
MA organization’s other bid submis-
sions. In order to be considered ‘‘sub-
stantially different,”” as provided under
§422.254(a)(4) of this subpart, each bid
must be significantly different from
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