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MSP Timeline

 1965 – Medicare enacted

 1980 - Medicare Secondary Payer (MSP) Statute

 1980-2001 – 21 years of  inactivity

 May 2001 – U.S. Government Accountability Office  (GAO) recommends 
voluntary/mandatory reporting process to improve the accuracy of  federal 
benefit payments. Nearly 7 billion dollars to be preserved through efficient 
data tracking and analysis. 

 July 2001 – CMS issues the “Patel” memo endorsing Medicare Set-Asides 
(MSAs)

 2001 to present – CMS issues more memos further defining MSA’s.

 December 2007 – Former President Bush signs the Medicare, Medicaid and 
SCHIP Extension Act of  2007.

 July 1, 2009* – Effective date of  SCHIP Mandatory Insurance Reporting 
(MIR)



3 Step Process

1. Verify Social Security/Medicare Entitlement & Investigate Medicare 

Liens 

2. Prepare Medicare Set-Aside Allocation Report

3. Arrange for Proper MSA Administration or Self-Administration Kit
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Step 1:  Verify Social Security/Medicare 

Entitlement & Investigate Medicare Liens
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Step 1:  Verify Social Security/Medicare Entitlement & 

Investigate Medicare Liens

The first step in achieving MSP compliance is to obtain information on 

whether or not a claimant is entitled to Medicare benefits now or in the near 

future. If  they are not, there are clearly no obligations to consider regarding 

Medicare. However, if  they are entitled to Medicare benefits now or in the 

immediate future, one must take the proper steps to insure MSP compliance. 

Your selected vendor can contact the appropriate group to obtain this 

information.
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Step 1:  Verify Social Security/Medicare Entitlement & 

Investigate Medicare Liens

The Status Check report will identify several situations regarding a claimant’s 

Medicare status including:

A. Whether or not a claimant is currently on Medicare or Social Security 

Disability Benefits (SSDI)

B. If  a claimant has been denied Medicare or SSDI benefits, and information 

on any applicable appeals status

C. The effective date of  a claimant’s Medicare or SSDI eligibility 
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A search will be performed to determine if any Medicare liens exist, 

which must be paid through the settlement proceeds at time of 

settlement

Step 1:  Verify Social Security/Medicare Entitlement & 

Investigate Medicare Liens
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Medicare Lien 

Resolution Process

8



Step 2:  Prepare Medicare Set-Aside 

Allocation Report
*If  you have confirmation of  the applicant benefit status step 1 can be 

skipped
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What is a Medicare Set-Aside Allocation Report?

 A Medicare Set-Aside Allocation Report is a detailed report that projects an 

individual’s future Medicare-allowable, injury-related medical & prescription 

expenses, based on the most recent 2 years of  medical & pharmacy records.

 The MSA Allocation Reports are priced according to applicable state fee 

schedules such as workers’ compensation, usual & customary (U&C), and 

average wholesale pricing (AWP).
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What is a Medicare Set-Aside Allocation Report?

In addition to the Medicare-allowable expenses, choose a vendor that also 

prepares a report projecting all anticipated injury-related care that Medicare 

will not cover.  We refer to this as our “Non-Qualified Report”.  This 

report, combined with the MSA Allocation Report will give the settling 

parties the most comprehensive picture of  future care expenses. 
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Step 2:  Prepare Medicare Set-Aside Allocation Report

 The next step in achieving MSP compliance is to calculate the Medicare-

allowable, injury-related expenses for the remainder of  the claimant’s life 

expectancy. 

 Highly trained nurse allocators and licensed pharmacists will prepare each 

and every MSA allocation report. 

 Upon completion, a MSA Quality Assurance specialist will review each 

report for accuracy, to insure our clients are provided an accurate MSA 

Allocation that assists the settlement process.
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MSA Considerations

 Part D: Drugs - what is prescribed vs. what is filled

 Rated age life expectancy 

 Choose the right allocator the first time 

- procedures already completed

- pricing timelines 

- denied care/body parts
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Step 2:  Prepare Medicare Set-Aside Allocation Report

 The vendor should coordinate with the appropriate structured settlement 

broker to obtain rated ages in order to accurately determine the applicable 

life expectancy used in the Medicare Set-Aside Allocation Report.

 Life expectancy is based on the National Vital Statistics Report, United 

States Life Tables, 2008, Vol. 61, No. 3, Table 1, September 24, 2012, and 

rounded to the nearest whole number.
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What’s Required to Begin the MSA Allocation Report?

The following items are required to begin preparation of  the MSA Allocation 

Report:

 Completed Referral Form (same form from step 1) 

 Previous 2 years of  medical records 

 Previous 2 years of  prescription records 
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Medicare Set-Aside 

Allocation Reports
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CMS Submission Medicare Set-Aside Allocation 

Report

 If  claimant is currently entitled to Medicare & the total settlement is 

$25,000 or higher.

 If  the claimant is going to be a Medicare recipient within the next 30 

months & the total settlement is $250,000 or higher.

 THESE ARE GUIDELINES & ONLY FOR WORKERS’ COMPENSATION
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Liability MSAs & CMS Submission

 Strongly recommend not submitting LMSAs 
for CMS approval:

 Not mandatory

 Regional offices not reviewing

 Potential for “counter-higher(s)”



Step 3:  Arrange for Proper MSA 

Administration
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Step 3:  Arrange for Proper MSA Administration

The third step in the process is to address how the Medicare Set-Aside 

account will be administered after settlement. This is an often overlooked 

aspect of  MSP compliance, however it is certainly the most crucial. 
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Medicare Set-Aside Administration Options

 Professional Administration

 Self-Administration Kit (SAK) Assistance

 Self-Administration with no assistance from a professional
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Professional Administration

 Consists of  an expert third party ensuring MSP compliance on behalf  

of  the injured beneficiary by managing Medicare Set-Aside receipts and 

expenditures in accordance with the CMS’ administration guidelines.

 Sometimes encouraged in catastrophic cases (i.e. closed head injuries)

 Underutilized
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Role of  the Professional Administrator

 Claims re-pricing and coordination of  benefits with Medicare and other 

payers.

 Provide access to discount pharmacy and medical equipment & supply 

vendors.

 Actively negotiate with medical providers to reduce procedure costs.

 CMS liason (i.e. annual reporting, coordination of  account exhaustions)

 Ensure compliance with CMS rules and regulations
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Professional 

Administration
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Coordination with the Settlement Broker

 Most often, it is best to use an annuity to fund the MSA.

 Your vendor should coordinate with the appropriate broker to calculate 

the proper seed and annuity payment amounts.

 Due to CMS regulations, a separate annuity must be used for annual 

professional administration costs. Or, if  there is a SNT the Trust can 

pay for the administration fees.
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Self-Administration Kit Assistance

 Hybrid product that’s fairly new to the market

 Medivest was the first to introduce the “Self-Administration Kit” (SAK)

 The claimant is advised on how to re-price and pay Medicare-allowable, 

injury-related expenses.  But in the end, they may use their MSA funds 

as they choose.

 Provides higher degree of  MSP compliance than unassisted self-

administration, but not as comprehensive as professional 

administration. 26



Self-Administration Kit Assistance Includes…

 Self-Administration Instructional Manual

 Bill Review Services

 Phone Support

 Lifetime Pharmacy and DME Discount Network Access
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Unassisted Self-Administration

 It is the claimant’s responsibility to use their Medicare Set-Aside in 

accordance with CMS rules & regulations, just as a professional 

administrator is.

 The claimant must deposit their MSA funds into an interest-bearing 

account, and report any interest earnings on those funds when filing 

their taxes.

 The claimant may not co-mingle their MSA funds with any other funds, 

such as their checking account, savings account or other investments.
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Unassisted Self-Administration

 The claimant must only use their funds to pay Medicare-allowable expenses 

related to their injury.

 The claimant must negotiate rates with their medical provider prior to treatment 

or purchase, and pay at the CMS mandated applicable fee schedule.

 The claimant must attest to the proper use of  their MSA funds annually to the 

CMS.

 The claimant must report and substantiate any MSA exhaustions to the 

Medicare Secondary Payer Recovery Contractor (MSPRC) before Medicare will 

become the primary payer of  Medicare-allowable expenses.
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CMS Requirements for MSA Administration

 Funds must be placed in an interest bearing account 

 MSA funds must be administered by a competent administrator 

 Pays only injury-related, Medicare-allowable claims 

 An annual attestation (accounting) of  how the MSA funds were spent 

must be sent to CMS
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CMS Requirements for MSA Administration

 Account maintenance fees (photocopying, postage and bank fees) can 

be paid

 The additional income tax on the interest income earned on the MSA 

may be charged to the account 

31



CMS Requirements for MSA Administration

 Upon the death of  the claimant, the funds may be dispersed pursuant to 

state law.  However, this may involve holding the account open for 

roughly 12 months to allow bills to be paid 

 Misuse of  MSA funds can jeopardize the claimants Medicare eligibility 

until funds have been reimbursed
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Review

1. Verify Social Security/Medicare Entitlement & Investigate Medicare, 

Medicaid and Private-Pay Liens 

2. Prepare Medicare Set-Aside Allocation Report

3. Arrange for Proper MSA Administration
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Thank You

Joe Anderson

Regional Account Manager

Phone: 415-606-1332

janderson@medivest.com
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