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• An Employer, as used in these instructions, means not only individuals and 
organizations engaged in a trade or business, but also includes organizations 
exempt from income tax, such as religious, charitable, and educational 
institutions, as well as the governments of the United States, the States, Puerto 
Rico, Guam, the Virgin Islands, American Samoa, the Northern Mariana Islands, 
and the District of Columbia, including their agencies, instrumentalities, and 
political subdivisions. 

• A secondary payer for purposes of this instruction, when used with respect to 
Medicare payment, means that Medicare incurs a legal obligation to pay only 
after other primary third party payers satisfy their payment responsibilities.  If the 
primary payer covers all expenses, Medicare has no payment obligation.  If the 
primary payer covers part of the expenses, Medicare may pay for the residual, 
uncovered amounts.  In certain instances when the primary payer does not pay 
promptly, CMS pays conditional primary benefits and later recovers them from 
the responsible party. 

• Subrogation means the substitution of one person or entity for another. 

140.2 - The Medicare HCPP's Obligations 

(Rev. 30, 09-05-03) 

When the Medicare program is not the primary payer for covered Medicare services 
provided to Medicare members of an HCPP, the organization must: 

• Identify payers that are primary to Medicare under §1862(b) of the Act; 

• Determine the amounts payable by these payers; and 

• Take steps in accordance with these instructions and the instructions in  
§§3407-3419 and §§3489-3492 of the Medicare Intermediary Manual to assure 
that Medicare pays only secondary benefits when another insurer is primary 
payer. 

In addition, in situations when the HCPP may charge another HCPP or the Medicare 
beneficiary for services when Medicare is not the primary payer, it may also require the 
enrollee to sign a subrogation agreement under which the HCPP is given the rights the 
beneficiary has against the third party. 

140.3 - General Fee-For-Service (FFS) Coordination of Benefits Rules 

(Rev. 30, 09-05-03) 

All Medicare payments are contingent upon payment on reimbursement to the 
appropriate Trust Fund when notice or other information is received that payment for the 


