
42 C.F.R. § 422.356
Determining substantial financial risk and majority financial interest.

(a) Determining substantial financial risk.  The PSO must demonstrate to CMS's satisfaction that it apportions a
significant part of the financial risk of the PSO enterprise under the MA contract to each affiliated provider.
The PSO must demonstrate that the financial arrangements among its affiliated providers constitute
“substantial” risk in the PSO for each affiliated provider. The following mechanisms may constitute risk-
sharing arrangements, and may have to be used in combination to demonstrate substantial financial risk
in the PSO enterprise.
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