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You’re a benefits professional—You know 
your benefits program like the back of 
your hand. But now, as employees are get-

ting close to the age of 65, they’re starting to ask 
questions about Medicare, and you’re not always 
prepared to answer. Here are three questions and 
answers for you and your employees to learn 
about how Medicare coordinates with employer-
sponsored health plans.

1.  Who Pays First if an Employee Has 
Coverage Under Both Medicare and 
Your Employer-Sponsored Group 
Health Plan?
• Organization with fewer than 20 employees: 

If an employee is aged 65 or older, still work-
ing, and covered by Medicare in addition to 
a group health plan, Medicare pays primary, 
and the group health plan pays secondary.

• Organization with 20 or more employees: If 
an employee is aged 65 or older, still work-
ing, and covered by Medicare in addition to 
a group health plan, the group plan pays 
primary, and Medicare pays secondary.

2.  Who Pays First if a Retiree Has 
Coverage Under Both Medicare  
and an Employer-Sponsored Retiree 
Health Plan?
It depends on the specific terms of the retiree 

plan, so check for the exact language in your 
summary plan description (SPD). Typically, 
Medicare pays primary, and the retiree coverage 
pays secondary.

3.  Can an Employer Pay an Employee 
to Opt Out of Employer-Sponsored 
Coverage and Take Medicare 
Instead?
Encouraging an eligible employee to opt out 

of a group health plan could pose several legal 
dilemmas that are worth discussing with an at-
torney. Federal regulations prohibit an employer 
or other entity from offering Medicare benefi-
ciaries financial or other benefits as incentives 
not to enroll, or to terminate enrollment, in a 
group health plan that is, or would be, primary 
to Medicare.

Small employers with fewer than 20 employ-
ees are not subject to some of the restrictions for 
this scenario because Medicare pays the primary 
claims. However, when Medicare pays second-
ary, large employers should not “offer, subsidize, 
or be involved in the arrangement of a Medicare 
supplement policy.” Also, treating older employ-
ees differently may raise compliance issues with 
the federal Age Discrimination in Employment 
Act (ADEA).

The coordination of benefit rules between 
employer-sponsored group health plans and 
Medicare can get complicated. Here are a few 
additional Medicare secondary payer resources.

• Centers for Medicare and Medicaid Ser-
vices
— Medicare & Other Health Benefits:  

Your Guide to Who Pays First
—Medicare & You 2018
—Medicare Secondary Payer fact sheet 

• Federal Register 42 CFR 411.103 
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