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Billing in Medicare Secondary Payer Situations
434.

BILL PREPARATION WHEN MEDICARE IS SECONDARY PAYER

Medicare secondary billing procedures apply in the following situations:

o
Where services are authorized by the VA, Medicare does not make payment for items or services furnished by a non-Federal provider pursuant to such an authorization.  Although certain MSP billing procedures apply, VA is not an MSP provision.  (See §282 for an explanation of this provision.);

o
Where services are payable under WC, Medicare does not make payment for any items and services to the extent that payment has been made, or can reasonably be expected to be made, promptly for such items or services under a WC law or plan of the United States or a State.  (See §210 for an explanation of this provision.);

o
Where services are payable under no-fault or liability insurance, Medicare does not make payment for otherwise covered items or services to the extent that payment has been made, or can reasonably be expected to be made, promptly for the items or services under no-fault insurance (including a self-insured plan).  Medicare is secondary to no-fault insurance even if State law or a private contract of insurance stipulates that its benefits are secondary to Medicare benefits or otherwise limits its payments to Medicare beneficiaries.  In the case of liability insurance, if HCFA has information that services for which Medicare benefits have been claimed are for the treatment of an injury or illness that was allegedly caused by a person who is insured under a liability insurance plan, Medicare benefits are paid conditionally and then recovered.  (See §225 for liability insurance and §220 for no-fault insurance.);


o
Medicare benefits are secondary to benefits payable under a GHP for individuals entitled to Medicare based on ESRD during a Medicare 30-month coordination period described in §230;

o
Medicare benefits are secondary to benefits payable under a GHP for employed individuals age 65 or over and the spouses age 65 or over of employed individuals of any age.  (See §235 for an explanation of this provision.); and

o
Medicare benefits are secondary to benefits provided by LGHPs for disabled  individuals under age 65 entitled to Medicare on the basis of a disability, and have coverage based on the beneficiary's own, or a family member's, current employment status.  (See §240 for an explanation of this provision.)

Payment made by any of these primary payers is to be used to satisfy any unmet deductible or coinsurance amounts.  Care that is paid for by a primary payer is not counted against the number of inpatient care days available to the beneficiary.

Where Medicare is determined to be the primary payer, Medicare is shown on line A of FL 50 of the form HCFA-1450.  Where Medicare is secondary, Medicare is shown on line B of FL 50.  Prepare all bills where Medicare is secondary because of primary payer coverage in accordance with the following instruction.  In applying the guidelines, determine the current Medicare interim payment amount without regard to deductible or coinsurance.  (See §442 to determine this amount.)
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434.1    Outpatient Bills.--
A.
Full Payment by Primary Payer.--If payment by the primary payer for Medicare covered services (as determined by the formula in subsection B2) equals or exceeds your charges for those services or the current Medicare interim payment amount (without regard to the deductible or coinsurance) or you accept, or are obligated to accept, the primary payer's payment as payment in full and you receive at least this amount, and you know the individual has already met his/her deductible, do not submit a bill.  If a GHP payment for and ESRD beneficiary equals or exceeds the composite rate, without regard to the deductible or coinsurance, and you know the individual has already met his/her deductible, do not submit a bill.  However, submit a bill to inform your intermediary of charges where the deductible may not yet be met.  Although no payment can be made by Medicare, the expenses can be applied to the beneficiary's deductible.  Complete the bill in the usual manner.  In addition:

o
Determine the charges as usual, including those covered by the primary payer's payment.  Your intermediary treats the charges shown in total charges as noncovered for payment purposes but credits the deductible based on the bill;

o
Enter the amount paid by the primary payer for Medicare covered services in the appropriate primary payer value code (FLs 39-41); 

o
If the primary payer is an GHP for an ESRD beneficiary, enter occurrence code 33 and the first day of the first month of the Medicare coordination period in FLs 32-35; and

o
Enter condition code 77 in FLs 24-30 when you receive the amount you are obligated to accept from the primary payer as payment in full.

B.
Partial Payment by Primary Payer.--If payment by the primary payer for Medicare covered services (as determined by the formula in subsection B.2 below) is less than your charges for those services and the current Medicare interim payment amount (without regard to the deductible or coinsurance) and you do not accept, and are not obligated to accept, the primary payer's payment as payment in full, or the primary payment is less than the composite rate (without regard to deductible or coinsurance), prepare the bill in accordance with §416 with the following modifications:

1.
Determining Covered Charges.--Show in the covered charges column Medicare covered charges, including those covered by the primary payer's payment.

2.
Determining Amount of Primary Payer Payment That Applies to Medicare Covered Services.--Where you can determine the primary payer's allocation of its payment between covered and noncovered Medicare services, indicate the amount paid by the primary payer toward Medicare covered services in value codes (FLs 39-41).  Where you cannot determine the services covered by the primary payment, apply a ratio of Medicare covered charges to total charges for the services to the primary payment amount to determine the portion attributable to Medicare covered services.  Indicate this amount in value codes (FLs 39-41).  You must be able to validate your ratio of covered and noncovered charges if requested.

EXAMPLE:


Total charges were $110.  Medicare covered charges were $90.  The primary payer's payment was $88.  Since you cannot determine the allocation of the primary payer's payment, determine the allocation as follows:

$ 90
$110 x $88 = $72

Show $72 in value codes (FLs 39-41).
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3.
Determining the Amount of Medicare Secondary Payment.--The amount of Medicare secondary payment is the lowest of:

o
The current Medicare interim payment (without regard to the deductible or coinsurance), as discussed in §442, minus the amount paid by the primary payer for Medicare covered services;

o
The current Medicare interim payment (without regard to the deductible or coinsurance), as discussed in §442, minus any applicable Medicare deductible and/or coinsurance amounts;

o
Your charges (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount) minus the amount paid by the primary payer for Medicare covered services; or

o
Your charges (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount) minus any applicable Medicare deductible and/or coinsurance amounts.

NOTE:
"When the primary payer pays less than actual charges (e.g., under the terms of a preferred provider agreement) and less than the amount you are obligated to accept as payment in full (e.g., because of imposition of a primary payer deductible and/or co-payment, but not because of failure to file a proper claim),  Medicare uses the amount you are obligated to accept as payment in full in its payment calculation.  In such cases, report in value code 44 the amount you are obligated to accept as payment in full.  Medicare considers this amount to be your charges.  (See Example 5 below.)  Absent of a lower amount that you are obligated to accept as payment in full, the amount of your actual charges is used."

EXAMPLE 1:

Primary Payer's Payment Is Less Than Unmet Deductible

Outpatient care was furnished to a Medicare beneficiary for which covered charges were $120.  No part of the beneficiary's $100 Part B deductible had been met.  The primary payer paid $97 for Medicare covered services as determined in subsection B2.  The current Medicare interim payment (without regard to the deductible or coinsurance) for these services at 95 percent of charges (the provider's interim rate) is $114.  As secondary payer, Medicare pays the lowest of:

o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the primary payer's payment: $114 - $97 = $17;

o
The current Medicare interim payment (without regard to deductible or coinsurance) minus the applicable deductible and coinsurance:  $114 - $100 - $4* = $10;

o
The provider's charges minus the primary payer's payment: $120 - $97 = $23; or

o
The provider's charges minus the applicable Medicare deductible and coinsurance:  $120 - $100 - $4* = $16.

*The coinsurance is calculated as follows:

$120 charges - $100 deductible = $20 x 20% = $4 coinsurance.
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Medicare pays $10.  The beneficiary's liability is $7 ($3 of the deductible and the $4 coinsurance).  The beneficiary's $100 deductible is satisfied:  $97 by the primary payer's payment and $3 by the beneficiary. 

EXAMPLE 2:

Primary Payer's Payment Is More Than Unmet Deductible

Same facts as in Example 1 except the primary payer's payment for Medicare covered services is $105.

As secondary payer, Medicare pays the lowest of:

o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the primary payer's payment:  $114 - $105 = $9;

o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the applicable Medicare deductible and coinsurance:  $114 - $100 - $4* = $10;

o
The provider's charges minus the primary payer's payment: $120 - $105 = $15; or

o
The provider's charges minus the applicable Medicare deductible and coinsurance: $120 - $100 - $4* = $16.

*See Example (1) for coinsurance calculation.

Medicare pays $9.  You may not charge the beneficiary since the deductible and coinsurance were met by the primary payer's payment.  

EXAMPLE 3:

Primary Payer's Payment Equals Unmet Deductible

Same facts as in Example (1) except the primary payer's payment for Medicare covered services is $100.

As secondary payer, Medicare pays the lowest of:

o
The current Medicare interim payment (without regard to deductible or coinsurance) minus the primary payer's payment: $114 - $100 = $14;

o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the applicable Medicare deductible and coinsurance:  $114 - $100 - $4* = $10;

o
The provider's charges minus the primary payer's payment: $120 - $100 = $20; or

o
The provider's charges minus the applicable Medicare deductible and coinsurance: $120 - $100 - $4* = $16.

(*See Example 1 for coinsurance calculation.)

Medicare pays $10.  You may bill the beneficiary $4 for coinsurance.  The $100 deductible is satisfied by the primary payer's payment.  
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EXAMPLE 4:

Deductible Met Prior To Primary Payer's Payment

Same facts as in Example (1) except the deductible has been met.

As secondary payer, Medicare pays the lowest of:

o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the primary payer's payment: $114 - $97 = $17;

o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the applicable Medicare coinsurance:  $114 - $24* = $90;

o
The provider's charges minus the primary payer's payment: $120 - $97 = $23; or

o
The provider's charges minus the applicable coinsurance: $120 - $24* = $96.

*The coinsurance is calculated as follows:

$120 charges x 20% = $24 coinsurance.

Medicare pays $17.  You may not charge the beneficiary since the coinsurance is satisfied by the primary payer's payment. 

EXAMPLE 5:

Amount Provider Accepted Less Than Charges

Outpatient services were furnished to a Medicare beneficiary for which covered charges were $450, and the current Medicare interim payment amount (without regard to the deductible and coinsurance) was $400.  The provider agreed to accept $350 from the primary payer.  The primary payer paid $300 due to a deductible requirement under its plan.  The amount the provider is obligated to accept as payment in full ($350) is considered by Medicare to be the provider's charges in this situation.  As secondary payer, Medicare pays the lowest of:

o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the primary payer's payment: $400 - $100 = $100;

o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the applicable Medicare deductible and coinsurance: $400 -$100 = $300 - $70* = $230;

o
The provider's charges minus the primary payer's payment: $350 - $300 = $50; or

o
The provider's charges minus the applicable deductible and coinsurance: $350 - $100 = $250 - $70* = $80.

*The coinsurance is calculated as follows:

o
$450 charges - $100 deductible = $350 x 20 percent = $70 coinsurance.

Medicare pays $50.  You may not charge the beneficiary since Medicare deductible and coinsurance were satisfied by the primary payer's payment.  
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4.
Special Entries on the Bill.--Show the identifying information in FLs  50-66 on the first payer line.  The appropriate primary payer value code with the amount paid is shown in value codes (FLs 39-41).  The amount you are obligated to accept as payment in full from the primary payer when the primary payer pays a lesser amount is shown in value code 44 (FLs 39-41).  The address of the primary payer is shown in FL 38 or Remarks (FL 84).  If the primary payer is an GHP for an ESRD beneficiary, enter occurrence code 33 and the first day of the first month of the Medicare coordination period in FLs 32-35.  In addition, enter the appropriate occurrence/condition codes.  (See §416, FLs 32-35 and FLs 24-30 for these codes.)

434.2
Denials and Conditional Payments in MSP Situations.--The following sections describe appropriate actions to take where a primary payer denies a claim for primary benefits. They also describe situations where conditional payments are payable.

A.
No-Fault Insurer Does Not Make Payment.--If services furnished are related to an accident and the no-fault insurer has been billed but does not make payment, e.g., the services are not covered under automobile medical or no-fault insurance or the individual's insurance coverage expired, bill Medicare as usual.  In addition, show the proper occurrence code as indicated below in FLs 32-35. Complete occurrence code 24 to show the date the other payer denied the claim, and enter the reason for denial in Remarks (FL 84).

01 - Auto Accident

02 - No-fault Insurance Involved 

When conditions described in §220.3D are met, your intermediary pays conditional primary benefits.  Complete FLs 39-41 (value codes) with value code 14 and zero value to indicate the type of other insurer and that conditional payment is requested.  Identify the other payer on line A of FL 50 and enter on line A of FLs 58-60 other identifying information about the insured.  Enter the proper occurrence code, as shown above in FLs 32-35, and the address of the insurer in FL 38 or Remarks (FL 84).  Explain why the conditional payment is justified in Remarks (FL 84).  

B.
WC Conditional Payments.--Conditional Medicare benefits may be paid when: 

o
The beneficiary has filed a claim with the WC carrier, and you determine the carrier does not pay promptly (i.e., within 120 days of receipt of the claim) for any reason except when the W/C carrier claims that its benefits are only secondary to Medicare; or

o
The beneficiary because of physical or mental incapacity failed to meet a claim filing requirement of the WC carrier.  

Request conditional payment by entering occurrence code 04 and the associated date in FLs 32-35 and condition code 02 in FLs 24-30.  Show value code l5 with zero value in FLs (39-41) to indicate the type of other insurer and that conditional payment is requested.  Identify the other payer on line A of FL 50, and enter on line A of FLs 58-60 other identifying information about the insured.  Enter the address of the WC plan in FL 38 or Remarks (FL 84).  In addition, provide an explanation of why the conditional payment is justified in Remarks (FL 84).  

C.
Conditional Liability Claims.--If the services are related to an accident and there is no potential primary payer other than a liability insurer, you may bill Medicare for conditional primary payments.  Complete the bill in accordance with the last paragraph of subsection A.  (See §225 for an explanation of policy and procedures for liability claims.)
4-140
Rev. 1 

04-98
BILLING PROCEDURES
434.2 (Cont.)

D.
ESRD-GHP Denies Claim for Primary Benefits.--Primary Medicare benefits may be paid (if the beneficiary is not appealing the ESRD-GHP denial) when an ESRD-GHP denies a claim for primary benefits because:

o
For beneficiaries 65 and older, the beneficiary is not in a Medicare coordination period;

o
The beneficiary is not entitled to benefits under the plan; 

o
Benefits under the ESRD-GHP are exhausted for the services

involved; or

o
The services are not covered by the ESRD-GHP.

Where an ESRD-GHP denies payment for any of the reasons listed, enter occurrence code 24 (insurance denied) and the date of denial in FLs 32-35 (occurrence codes).  In addition, provide a reason for the denial in Remarks (FL 84).  Your intermediary processes the claim for payment.

If an ESRD-GHP denies a claim for primary benefits on the grounds that the services are not covered by the plan and your intermediary has reason to believe that the plan does cover the services, Medicare conditional or primary benefits may not be paid.  The claim is denied.  If a plan offers only secondary coverage of services covered by Medicare, conditional primary benefits may not be paid.  If the ESRD-GHP has denied the claim because the plan provides only secondary coverage, Medicare primary benefits may not be paid.  Enter occurrence code 24 (insurance denied) and the date of denial in FLs 32-35 (occurrence codes).  In addition, enter the annotation "Plan indicates services are not covered (and reason)" or "Plan offers only secondary coverage of services covered by Medicare," as appropriate, in Remarks (FL 84).  

E.
ESRD-GHP Conditional Payments.--Except for the situations described below, Medicare may make a conditional primary payment where:

o
You filed a proper claim under the employer plan, and the plan denied the claim in whole or in part; or

o
You failed to file a proper claim because of mental or physical incapacity of the beneficiary.

Medicare does not make conditional primary payments where the claim is denied because:

o
It is alleged that the employer plan is secondary to Medicare;

o
The employer plan limits its payments when the individual is entitled to Medicare; or

o
You failed to file a proper claim for any reason other than the physical or mental incapacity of the beneficiary.

Medicare also does not make conditional primary payments when the employer plan fails to furnish information that is requested by HCFA and that is necessary to determine whether the employer plan is primary to Medicare.

Request conditional primary payment by entering value code 13 with zero value in FLs 39-41 to indicate the type of other insurer and that conditional payment is requested and occurrence code 24 (insurance denied) and date of denial in FLs 32-35 (occurrence codes).  Enter the identity of the 
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ESRD-GHP on line A of FL 50, any identifying information about the insured on line A of FLs 58-62 and FLs 64-66, and the address of the ESRD-GHP in FL 38 or Remarks (FL 84).  In addition, enter annotation "Beneficiary has appealed or is protesting ESRD-GHP denial" or "Time limit for filing the claim with the ESRD-GHP has expired", as appropriate in Remarks (FL 84).  

F.
GHP-LGHP Denies Claim for Primary Benefits.--Primary Medicare benefits may be paid (if the beneficiary is not appealing the GHP/LGHP denial) when an GHP/LGHP denies a claim for primary benefits because:

o
The beneficiary is age 65 or over and is enrolled in a single employer plan of an employee who does not employ 20 or more employees; 

o
The beneficiary is under age 65 and disabled, the employer does not employ 100 or more employees, and the employer is not a member of a multiple employer LGHP which has at least one employer that employs 100 or more employees;

o
The beneficiary is age 65 or over and is enrolled in a multi-employer plan by virtute of employment with an employer that does not employ 20 or more employees and the plan has elected the small employer exception;

o
The beneficiary is not entitled to benefits under the plan on the basis of rules that apply equally to all employees without regard to age or Medicare entitlement;

o
Benefits under the GHP or LGHP are exhausted for the services involved; or

o
The services are not covered by the GHP or LGHP.

Where an GHP or LGHP denies payment for any of the reasons listed, enter occurrence code 24 (insurance denied) and the date of denial in FLs 32-35 (occurrence codes).  In addition, provide a reason for the denial in Remarks (FL 84).  Your intermediary processes the claim for payment.

If a GHP or LGHP denies a claim for primary benefits because the plan offers only secondary coverage of services covered by Medicare and it does not allege and you do not know that the employer has fewer than 20 employees, or 100 employees in the case of disabled beneficiaries, Medicare benefits may not be paid (primary or conditional).  The claim is denied unless the GHP/LGHP or you allege that the employee has fewer than 20 or 100 employees, as appropriate.  Enter occurrence code 24 (insurance denied) and the date of denial in FLs 32-35 (occurrence codes).  In addition, enter the annotation "Plan offers secondary coverage of services covered by Medicare."  Your intermediary develops to determine if payment can be made.  If it is determined that the GHP or LGHP employs 20 or 100 more employees, your intermediary denies the claim.  Otherwise payment is made.  If the GHP alleges, or you have documentation that the employer has fewer than 20 employees (or 100 employees in the case of disabled beneficiaries), primary Medicare benefits may be paid.  Enter the annotation "Plan offers only secondary coverage of services covered by Medicare/GHP  or LGHP has fewer than 20 or 100 employees" in Remarks (FL 84) to avoid development of the claim by your intermediary.

G.
GHP or LGHP Conditional Payments.--Except for the situations described below, Medicare makes conditional primary payment where:

o
You failed to file a proper claim under the plan and the plan denies the claim in whole or in part; or
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o
You failed to file a proper claim because of the physical or mental incapacity of the beneficiary.

Medicare does not make conditional primary payments where the claim is denied because:

o
It is alleged that the plan is secondary to Medicare;

o
The plan limits its payments when the individual is entitled to Medicare;

o
The services are covered under the EGHP for younger employees and spouses but not for employees and spouses age 65 or over; or

o
You failed to file a proper claim for any reason other than the physical or mental incapacity of the beneficiary.

Except for disability cases, Medicare also does not make conditional primary payments where the plan fails to furnish information that is requested by HCFA and that is necessary to determine whether the plan is primary to Medicare.

Request conditional primary payment by entering value code 12 or 43 with zero value in FLs 39-41 value codes to indicate the type of other insurer and that conditional payment is requested, and enter occurrence code 24 (insurance denied) and date of denial in FLs 32-35 (occurrence codes).  Enter the identity of the GHP or LGHP on line A of FL 50, any identifying information about the insured on line A of FLs 58-62 and FLs 64-66, and the address of the GHP or LGHP is in FL 38 or Remarks (FL 84).  In addition, enter the annotation "Beneficiary has appealed or is protesting GHP or LGHP denial" in Remarks (FL 84).
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HOW TO DETERMINE THE CURRENT MEDICARE INTERIM PAYMENT AMOUNT

Where application of the procedure requires determining the current Medicare interim payment amount, use the following guidelines before adjustment for other insurance payment.

o
Percentage of billed charges - Multiply the current percentage of charges used for the interim rate by the total covered charges.  Do not make any reductions for deductible or coinsurance; and

o
Per Visit - Multiply the peer visit interim rate times the number of covered visits.  Do not make any reductions for deductible or coinsurance.

Your intermediary can advise you fo the applicable percentage or per visit rate and of any changes.

Your interim payment on a bill-by-bill basis is eliminated or reduced based upon §§428, 430, 432, and 434.
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Retention and Destruction of Health Insurance Records

444.

RETENTION OF HEALTH INSURANCE RECORDS

Maintain health insurance materials related to services rendered under title XVIII for the prescribed retention periods outlined below unless State law stipulates a longer period.  They must be available for review by HCFA, intermediaries, DHHS audit, or other specially designed components for bill review, audit, and other references during the retention period.

A.
Categories of Health Insurance Records to Retain.--If these records are microfilmed, also see subsection C.

o
Billing Material.--CORF, OPT, OT, SP or CMHCs provider copies of forms HCFA-1450 or HCFA-1500, supporting documents and forms, charge slips, and other business and accounting records referring to specific claims.

o
Cost Report Material.--All data necessary to support the accuracy of the entries on the annual cost reports, including original invoices, cancelled checks, CORF, OPT, OT, SP or CMHCs provider copies of material used in preparing the annual cost report, and other similar cost reports of dealings with outside sources of medical supplies and services or with related organizations.

B.
Retention Period.--Maintain clinical record information for a period of 5 years after patient discharge, and make provision for the maintenance of such records in the event that your are no longer able to treat patients.  The clinical records on all patients must be maintained in accordance with accepted professional standards and practice.  They must be completely, promptly, and accurately documented, readily accessible, and systematically organized to facilitate retrieval and compilation of information.

C.
Microfilming Records.--You may microfilm health insurance records.  Billing material and related attachments that you furnished to your intermediary may be microfilmed providing that all original documents are accurately reproduced. 

D.
Destruction of Health Insurance Records.--When material no longer needs to be retained for title XVIII purposes, it may be destroyed unless State law stipulates a longer period of retention.  

To ensure the confidentiality of the records, destroy them by shredding, mutilation, or other protective measures.  The method of final disposition of the records may provide for their sale or salvage.  Report moneys received as an adjustment to expense in the cost report for the year sold.
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