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Risk sharing with regional MA organizations for 2006 and 2007.

(a) Terminology. For purposes of this section—

Allowable costs means, with respect to an MA regional plan offered by an organization for a year, the total amount
of costs that the organization incurred in providing benefits covered under the original Medicare fee-for-service
program option for all enrollees under the plan in the region in the year and in providing rebatable integrated
benefits, as defined in this paragraph, reduced by the portion of those costs attributable to administrative
expenses incurred in providing these benefits.

Rebatable integrated benefits means those non-drug supplemental benefits that are funded through beneficiary
rebates (described at § 422.266(b)(1)) and that CMS determines are additional health benefits not covered under
the original Medicare program option and that require expenditures by the plan. For purposes of the calculation
of risk corridors, these are the only supplemental benefits that count toward allowable costs.

Target amount means, with respect to an MA regional plan offered by an organization in a year, the total amount
of payments made to the organization for enrollees in the plan for the year (which includes payments
attributable to benefits under the original Medicare fee-for-service program option as defined in § 422.100(c)(1),
the total of the MA monthly basic beneficiary premium collectible for those enrollees for the year, and the total
amount of rebatable integrated benefits), reduced by the amount of administrative expenses assumed in the
portion of the bid attributable to benefits under original Medicare fee-for-service program option or to rebatable
integrated benefits.
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