
The Medicare cost-based HMO/CMP should refer any case of a nonconforming group 
health plan to the RO servicing its area. The HMO/CMP should include, in addition to 
the beneficiary’s name, address, and SSN or HICN, the formal name and address of the 
nonconforming group health plan; the name and address of the entity required or 
responsible for making payment on behalf of the plan (e.g., the employer, an insurer, or a 
third party administrator (TPA)); a copy of the employer’s agreement with the TPA; the 
name of the sponsoring or contributing employer or employee organization; the employer 
or employee organization taxpayer identification number; year(s) of violation; the 
provider’s name, address and identification number; the specific amount of Medicare 
payments associated with the nonconformance; the specific date(s) of service; the 
specific procedure or diagnosis code(s); the MSP type (e.g., ESRD or working aged); and 
a full explanation of the reasons for the referral. The CMS RO reviews the case file for 
completeness and obtains any needed additional information. When the file is complete, 
the RO refers the case to CMS CO. CMS CO reviews the case and refers it to the Internal 
Revenue Service (IRS) to impose the excise tax on employers and employee 
organizations that have contributed to the plan. 

The excise tax penalty for nonconformance with the working aged and ESRD MSP 
provisions can be imposed for acts of discrimination occurring on or after December 20, 
1989. The excise tax penalty for nonconformance with the disability MSP provision can 
be imposed for acts of discrimination occurring on or after January 1, 1987. 

380 - Applying Recoveries to the Cost Report 
(Rev. 4, 10-01-01) 
Total reimbursable Medicare enrollee costs must be reduced by the value of services for 
which Medicare is not the primary insurer. 

In addition, the Part A and Part B deductible should be computed based only upon 
amounts for which Medicare is the primary insurer. When the primary payer is a WC 
plan, a no fault insurer, or an EGHP, the amounts paid by the primary payer are credited 
to the deductibles. Therefore, the entire charge should be considered in computing the 
deductibles. The bases for offsets are: 

• The amount recoverable; or  

• A member month ratio  

390 - Alternative Method for Cost Report Treatment of Employer 
Health Plans 
(Rev. 4, 10-01-01) 
In the case of benefits covered by an employer plan for a Medicare member who is also a 
group member under the employer’s plan, the Medicare cost-based HMO/CMP may elect 
to identify the cost or charge for the service covered under that plan. However, instead of 
specifically identifying those services for which an employer health plan is primarily 
liable for payment, the HMO/CMP may elect to utilize a member month ratio to establish 
Medicare’s liability. This election must be made in writing at the time of a timely 
submitted budget. In addition, this election must be made for the groups of Medicare 
beneficiaries subject to the MSP provisions as described in this chapter. 


