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New Common Working File (CWF) Medicare Secondary Payer (MSP) Type for
Liability Medicare Set-Aside Arrangements (LMSAs) and No-Fault Medicare Set-
Aside Arrangements (NFMSASs)

Provider Types Affected

This MLN Matters® Avrticle is intended for physicians, providers and suppliers submitting
claims to Medicare Administrative Contractors (MACs) for services to Medicare beneficiaries.

What You Need to Know

This article is based on Change Request (CR) 9893. To comply with the Government
Accountability Office (GAO) final report entitled Medicare Secondary Payer (MSP):
Additional Steps Are Needed to Improve Program Effectiveness for Non-Group Health
Plans (GAQO 12-333), the Centers for Medicare & Medicaid Services (CMS) will establish
two (2) new set-aside processes: a Liability Insurance Medicare Set-Aside Arrangement
(LMSA), and a No-Fault Insurance Medicare Set-Aside Arrangement (NFMSA). An LMSA
or an NFMSA is an allocation of funds from a liability or an auto/no-fault related settlement,
judgment, award, or other payment that is used to pay for an individual’s future medical
and/or future prescription drug treatment expenses that would otherwise be reimbursable by
Medicare.

Please be sure your billing staffs are aware of these changes.

Background

CMS will establish two (2) new set-aside processes: a Liability Medicare Set-aside
Arrangement (LMSA), and a No-Fault Medicare Set-aside Arrangement (NFMSA).
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CR 9893 addresses (1) the policies, procedures, and system updates required to create and
utilize an LMSA and an NFMSA MSP record, similar to a Workers” Compensation
Medicare Set-Aside Arrangement (WCMSA) MSP record, and (2) instructs the MACs and
shared systems when to deny payment for items or services that should be paid from an
LMSA or an NFMSA fund.

Pursuant to 42 U.S.C. Sections 1395y(b)(2) and 1862(b)(2)(A)(ii) of the Social Security
Act, Medicare is precluded from making payment when payment “has been made or can
reasonably be expected to be made under a workers’ compensation plan, an automobile or
liability insurance policy or plan (including a self-insured plan), or under no-fault
insurance.” Medicare does not make claims payment for future medical expenses associated
with a settlement, judgment, award, or other payment because payment “has been made” for
such items or services through use of LMSA or NFMSA funds. However, Liability and No-
Fault MSP claims that do not have a Medicare Set-Aside Arrangement (MSA) will continue
to be processed under current MSP claims processing instructions.

Key Points of CR9893

Medicare will not pay for those services related to the diagnosis code (or related within the
family of diagnosis codes) associated with the open LMSA or NFMSA MSP record when
the claim’s date of service is on or after the MSP effective date and on or before the MSP
termination date. Your MAC will deny such claims using Claim Adjustment Reason Code
(CARC) 201 and Group Code “PR” will be used when denying claims based on the open
LMSA or NFMSA MSP auxiliary record.

In addition to CARC 201 and Group Code PR, when denying a claim based upon the
existence of an open LMSA or NFMSA MSP record, your MAC will include the following
Remittance Advice Remark Codes (RARCs) as appropriate to the situation:

e N723—Patient must use Liability Set Aside (LSA) funds to pay for the medical
service or item.

e N724—Patient must use No-Fault Set-Aside (NFSA) funds to pay for the medical
service or item.

Where appropriate, MACs may override and make payment for claim lines or claims on
which:

e Auto/no-fault insurance set-asides diagnosis codes do not apply, or

e Liability insurance set-asides diagnosis codes do not apply, or are not related, or
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e When the LMSA and NFMSA benefits are exhausted/terminated per CARC or RARC
and payment information found on the incoming claim as cited in CR9009.

On institutional claims, if the MAC is attempting to allow payment on the claim, the MAC
will include an “N” on the ‘001 Total revenue charge line of the claim.

Additional Information

The official instruction, CR9893, issued to your MAC regarding this change, is available at
https://www.cms.gov/Requlations-and-
Guidance/Guidance/Transmittals/2017Downloads/R17870OTN.pdf.

The GAO report related to this issue is available at http://www.gao.gov/products/GAO-
12-333.

CR90089 is available at https://www.cms.qgov/Regulations-and-
Guidance/Guidance/Transmittals/downloads/R113MSP.pdf.

If you have any questions, please contact your MAC at their toll-free number. That number
is available at https://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-
Programs/Medicare-FES-Compliance-Programs/Review-Contractor-Directory-
Interactive-Map/.
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