
Maximizing your Payer Contracts 



Payer Contracts 
•  Often can’t find CONTRACTS! 
•  If they can find them…NOBODY HAS READ CONTRACTS! 
•  Whose job is it to keep up with Contracts? 
•  Many Payer Contracts have not been reviewed or renegotiated in 

over 20 years (Average is around 8 years) 
•  Some as low as $500 - $750 Inpatient per diems 
•  Many Payer Contracts have Fixed payments for Outpatient --Obs, 

ER, Surgery Schedules, PT, OT, ST, Xray, CT 
•  Payer Contract Rates are often tied to Medicare, Usual & 

Customary, Worker’s Comp, “eligible charges” 
•  Surgical Schedules are fixed and intentionally confusing 

 



Inpatient Rates are Less Important - Why? 
•  Example: an Inpatient Contract with $1,000 per diem 
•  66 in-patient days ($66,000) 
•  In-patient per diem of $1,500 ($99,000) 
•  Increase of $33,000 

 



Outpatient Rates are Much More Important 
•  ER 

§  Flat Rates as low as $300 
§  Urgent Care = $120 (rev. code 456) 

•  Observation 
§  $400 per day 

•  PT, OT, ST 
§  Paid at $70 flat rate 

•  Xray & CT 
§  Xrays paid at $43 to $79 
§  CT paid at $219 head & $234 face 

•  Surgical Groupers 
§  $492 

 



Sample Surgical Schedule 
Group Number Per Case Contract Rate 
0 $372 
1 $372 
2 $492 
3 $570 
4 $708 
5 $792 
6 $936 
7 $1,104 
8 $1,092 
9 $1,500 
Unlisted $492 
Lithotripsy $3,000 
Laparoscopic Assisted Procedures $3,000 



The Cost of Complacency -18 yr old 
contract 

537 ER Visits 
Charges for ER might be $1,400   = $751,000 
ER Flat Rate $300                                = $161,000 
This hospital gave up        $590,000 off 
charges 
21.4% of Charges  



The Cost of Complacency-continued 
 537 ER Visits 

      $751,000 charges   
      $161,000 paid by Insurance 

 $590,000 written off 
 
•  But, this contract is 18 years old. How much did the hospital write off 

going back 17 more years? 
•  Over $10,000,000 (this is not accurate because we really don’t know. Could be higher, 

could be lower. ) 
•  But, don’t forget lost compounded interest!  
•  It’s really incalculable—nonetheless it is STAGGERING! Multiply that 

by an average of 22 contracts and we’re talking about real money! 
 



The Cost of Complacency-continued 
• Somewhere around $10,000,000 over 18 

years. 
• This is only 1 service-line—ER—part of 1 

contract of multiple other contracts with 
service lines where you may be losing money 
on.  

• Definitely enough to take a money-losing 
hospital and make it profitable! 

 



Here’s what you MUST know about each contract 

• What is my inpatient rate? (is there only one) 
• What is my ER rate? Does it pay less for “Urgent 

Care”? 
• What am I paid for each surgery we perform? 
• What is my Observation bed rate? 



Here’s what you MUST know (continued) 

What am I paid for X-Rays-(variation, low to high) 
What am I paid for CTs 

• With or without contrast 
• Chest, head, etc. 
• Does it vary by # of slices (4 slice vs 64 slice) 
• What am I paid for MRI (variation low to high)  



Here’s what you MUST know (continued) 

• What am I paid for Lab?  
•  Varies greatly by Insurance company 

• What am I paid for Therapy & Ancillaries 
•  Respiratory 
•  PT, OT, ST 
•  Dialysis 
•  Wound Care 

 



Payer Contracts 
When you get home convene a meeting of your senior leaders and 
ask these questions… 
•  Who is responsible for our Payer Contracts? 
•  Where are our Payer Contracts located? 
•  When were our Payer Contracts last negotiated? 
•  Which of our Payer Contracts are profitable and which are not? 
•  How do our Payer Contracts compare with our Cost-to-Charge 

Ratios?  
•  Do all business office employees and admissions coordinators 

have copies of each contract summary or a matrix? 
 



Why aren’t Payer contracts reviewed & 
renegotiated? 

•  There may be a tendency to blame Insurance 
Companies. 
•  Is it their responsibility to come to you and say, “hey, it’s time to 

renegotiate your contracts—we want to pay your more money!” 
•  NO! It is the responsibility of each hospital to take control 

of your financial future! 
 



Why aren’t Payer contracts reviewed & 
renegotiated? 

•  I thought _____ was responsible for the Payer Contracts. 
•  Negotiating Payer Contracts is  very time consuming. 
•  You may not like what you see. 
•  People don’t like to read contracts.  

§  Don’t understand 
§  Short Attention Span  
§  Lawyers are expensive 

 



Here is what it should look like… 
•  Contracts are all kept together in one place –preferably 

in binders if physical copies. If you can scan to a file—
even better—you can search by subject. 

 
•  Each contract has a summary page and a matrix for all 

contracts - distributed to all business office and 
admissions staff.  

•  All Financial leaders know where the contracts are 
located. 



Here is what it should look like… 
•  One person is responsible for keeping the contracts 

together. 
 
•  Contracts are reviewed for reimbursement at least every 

3 years—comparing return to your CCR. 
 
•  Before you decide to add any new services—you review 

all of your contracts. 
 
•  You run a revenue report quarterly to assure you are 

being paid correctly on each contract. 
 



PAYER:		CIGNA	 	
ACTION-	Request	Rate	Change.	

Effective	Date:		2/1/2012	

Renewal	Date:		

Termination	Notice	&	Out	period:	 	 	 60	days’	notice	prior	to	the	effective	date.	

Inpatient	Rates:		 	 	 	 	 Med	Surg.	$1,025	per	diem	(rev	codes	100-169)		

Outpatient	Rates:	 	 	 	 	 50%	of	charges	for	the	following:	Ambulatory		
	 	 	 	 	 	 	 Services,	Cardiac	Cath,	Chemotherapy,		 	
	 	 	 	 	 	 	 Radiation	therapy;	All	other	covered	services		
	 	 	 	 	 	 	 paid	at	50%	of	billed	charges.	

Observation:	(rev	code	762)	 	 	 	 $950	per	visit	

Radiology	 	 	 	 	 	 CT/CTA	$450	per	scan;	MRI/MRA	$600	per		
	 	 	 	 	 	 	 scan;	PET	scan	$2,500	per	scan;	NucMed	50%		
	 	 	 	 	 	 	 of	billed	charges;	all	other	radiology	50%	of		
	 	 	 	 	 	 	 billed	charges	 	 	 	

Clinical	&	Anatomical	Lab	 	 	 	 50%	of	billed	charges	

PT,	OT,	ST	&	Respiratory	Therapy	 	 	 $80	per	visit	

ER	Rate:	 	 	 	 	 	 $450	per	visit	

Urgent	Care:	(rev	code	456)	 	 	 	 $175	per	visit	

Psych	Rate:	

Swing	Rate:	 	 	 	 	 	 Sub	Acute	$550	per	diem	

Hospital	Based	Physician:	

CRNA:	

Carve	Outs:	

Stop	Loss:	

Billing	time	limit:	

Payment	Time	Limit:	

Copay:	

Other	Important	Information:		Review	III.B	page	8.	There	are	some	interesting	exclusions	and	
exceptions.	Also	review	III.D	page	9	regarding	reductions	for	multiple	procedures.	All	workers	comp	



Payer Contract Matrix 

(every	3	years) 	 Edited	by:__________________________

Name	of	Payer Contracting	Rep-phone,	address,	email
Original	Effective	
Date	of	Contract

Last	Date
Renegotiated

Termination	
Notice	Required Inpatient	Rate ER Surgery Observe

Ancillary
PT,OT,ST

Other	OP	
Rates

Timely	Filing	
Deadline

Preauthorization
Requirements 	Other	Information

Sample:	UHC
Bob	Smith	601-555-1212	300	Main	St.	Biloxi

bsmith@UHC.com 9/1/2000 Sep-15
120	days	prior	to

issue	date $1,000 $500 70% $500

PT-$80
OT-$80
ST-$90

X-Ray,	CT
70% 90	days pre	auth	all	surgeries Chemo	must	be	approved	prior	to	treatement

Date	Form	Updated:_____________________________ Payer	Contract	Matrix
Outpatient	Rates



PATIENT
 ID

TYPE OF 
SERVICE

SERVICE 
BEGIN 
DATE

SERVICE 
END 

DATE
LENGTH 
OF STAY

REVENUE 
CODE

DETAIL 
CHARGE

TOTAL 
CHARGES CO-PAY CO-INS DED

CONTRA
CTUAL

TOTAL 
REIMB 
PAID

SERVICE 
CODE 

DESCRIPT
526948 Emergency 20160329 20160329 1 250 7        
526948 Emergency 20160329 20160329 1 450 565        
526948 Emergency 20160329 20160329 1 301 20        
526948 Emergency 20160329 20160329 1 260 80        
527233 Emergency 20160330 20160330 1 636 76 459 0 75 0 159 225 EMERGENCY ROOM
527233 Emergency 20160330 20160330 1 450 303        
527233 Emergency 20160330 20160330 1 260 80        

Emergency 537 748,790$      748,790$      59,470$      5,946$       29,568$             576,197$      65,260$       8.72%

Emergency  
  # Proc. Charges Reimbursed Difference Paid/Proc. % Improvement Contract Rate Billed per ER Visit 

Current ($300) 537  $ 748,790   $       65,260   $  683,530   $          122  8.72%    $                  300   $                      1,394  

Increase reimb to $1,000 537  $ 748,790   $     537,000   $  211,790   $       1,000  71.72%  $     471,740   $               1,000   $                      1,394  

Increase to 70% of chgs. 537  $ 748,790   $     524,153   $  224,637   $          976  70.00%  $     458,893   70% of charges   $                      1,394  

Analyzing the Information 

Visits 
537 

Payer Portion 
Reimbursement 

$65,200 
Charges 
$748,790 

8.72% 
of 

Charges 

Payer Payments:  8.72% of Charges 
  40.7% of the Allowable 



Payer Payments: 
•  8.72% of Charges 
•  40.7% of the Allowable 
•  59.3% is on your hospital to collect 

These payments are not 
guaranteed.  You must 
work to collect them. 

Average Health Insurance Premiums: 
•  $18,142 annually for the average family 
•  Bronze annual cost of $4,656 
•  Silver annual cost of $5,136 
•  Gold annual cost of $6,084 
•  Platinum annual cost of $6,996 







Part 2:   
Payer Contract Compliance Management 



Payer Contract Compliance 
Payer Contract Compliance: A Priority for your Hospital. 

 
WHY? 

 
 



Payer Contract Compliance 
Contracts and Payment Systems… 
 

  Independent from: 
•  Region to Region 
•  Hospital to Hospital 

 
 



Payer Contract Compliance 
Contracts and Payment Systems… 
 

  Claims are often manually adjudicated: 
•  Inefficient 
•  Inconsistent 
•  Error-Prone Process 

 
 



Payer Contract Compliance 
Contracts and Payment Systems… 
 

Overpayments 
& 

Underpayments 
 

Payers care about only one… 
 
 



Payer Contract Compliance 
Contracts and Payment Systems… 
 

  1%-5% of paid claims are paid incorrectly. 
 

  Nearly 20% of EOBs have errors. 
 

  - American Medical Association 
 
 



Payer Contract Compliance 
Contracts and Payment Systems… 
 

  59% of health insurance appeals are decided in 
   favor of the patient. 

 
  40% of external appeals that were reviewed by a 
  third party were reversed in the patient’s favor. 

 
  - Government Accountability Office 

 
 



Payer Contract Compliance 
What payers are doing about it… 
 

  Understand their goals: 
•  For-profit businesses 
•  Ensure their viability 
•  Look out for their best interests… 

 
        …Not Yours 

 
 



Payer Contract Compliance 
What payers are doing about it… 
 

  Know how they play the game: 
•  State-of-the-art software 
•  Robust audit and recovery tools 
•  Business intelligence 

 
 





Payer Contract Compliance 
What payers are doing about it… 
 

  Payer engagement with you: 
•  No effort to reconcile underpayments 
•  Using strategies to: 

ü  Create underpayments 
ü  Keep you from having an opportunity to appeal 

them. 
 
 



Payer Contract Compliance 
What payers are doing about it… 
 

  Strategies to reduce payments within your 
     contractual terms: 

•  Blending – regardless of code and fee schedule 
•  Downcoding – usually no remark code 
•  Linking – diagnosis code, not procedure code 
•  Rate Updates – “streamline” and “improve 

competition” 
 
 



Payer Contract Compliance 
Payment Errors:  Contract states code 36415 should be paid at a 
rate of 
$5.70 or $6.32 depending on place of service. 
 
 

$5.28 $3.96 $3.97 



Payer Contract Compliance 
Bundling Strategy: 
 
 



Payer Contract Compliance 
Strategies for Hospitals… 
 

  Establish a contract compliance plan to optimize 
  underpayment recovery: 

•  Retrospective variance analysis 
•  Identify trends 
•  Systemic reimbursement issues 
•  Daily variance follow-up 
•  Contract-based appeals 

 
 



So it’s up to the people in this room to start doing everything we can 
to Maximize Payments to your hospitals and physicians. 

You can count on the fact that the Commercial Insurance 
Companies are doing everything they can to minimize what 
they are paying you… 



QUESTIONS? 



Comprehensive Revenue Cycle Solutions 
Revenue Cycle Management 

Medical Coding 
Provider Credentialing 
Contract Maximization 

CDM Analysis 
Performance Assessment 

Consulting 
 
 

www.impact-healthcare.net 

Landon Tooke, Chief Operations 
Officer 
ltooke@impact-healthcare.net 
318-255-7591 Ext. 302 

Kerry Goff, Chief Development Officer 
kgoff@impact-healthcare.net 
251-610-7661 


