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HMO claims-
rejection rates 
trigger state 
investigation 

- L.A. Times 

September 
4, 2009 

 California health insurers reject 1 in 5 medical claims 

 Six of the State’s largest insurers rejected $45.7 million 
in claims for medical care between 2002 and June 2009 

 Reported rejection rates:*  

 40%    PacifiCare 

 33%    CIGNA 

 30%    Health Net 

 28%    Anthem Blue Cross 

 28%    Kaiser 

   7%    Aetna   

 *Data is from the first half of 2009 and does not include Blue Shield of 

CA, which does not report claims-denial figures in their annual report 
to the DMHC 

 

Denials Overview 

Denials Are Headline News 
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Active 
Denials 

•Based on hospitals surveyed by Triage, managed care claims in a 
“denied state” range between 10-20% of open A/R 

•At any given time, a hospital with $50 million monthly managed care 
net revenue will have $5-10 million in an open state of denial 

Overturn 
(Paid) Ratio 

•Hospitals reported 55-98% of denied claims are overturned and 
ultimately paid correctly 

Data 
Analysis 

•No smoking gun 

•Situation at each hospital is unique - it depends highly on the 
individual revenue cycle processes and systems, clinical service 
offerings, payer mix and contract structure 

Denials Overview 

Denials Statistics 
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Denial 

• A refusal to pay as a 
result of the provider 
not adhering to 
insurance company 
policies/procedures, 
or pending receipt of 
additional information 

Underpayment 

• Incorrect payment 
resulting from  pricing 
inaccuracies or 
differences in contract 
interpretation 

“Lost” Revenue 

• Undetected 
Underpayments 

• Incorrect payment due 
to incomplete or 
inaccurate billing. 

• Charges or codes are 
missing from the bill 
and are thus never 
considered for 
payment 

Defining Denials 

Denials as Payment Discrepancies 
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• Denied claim for elective service without pre-authorization  

• Denied days, service, or level of care for no concurrent authorization 

• Denied as not financially responsible 

• Denied as not a covered service 

• Denied charge/procedure as bundled 

• Denied for untimely submission 

Hard 
Denials 

(Appeal 
Required) 

• Denied ER claim pending receipt of medical records  

• Denied claim due to missing/inaccurate information 

• Denied claim due to charge/coding issues 

• Denied charges pending receipt of itemized bill 

• Denied drug/implant reimbursement pending receipt of invoice 

• Denied secondary payment pending receipt of primary EOB 

Soft 
Denials 

(Additional 
Information 
Required) 

Defining Denials 

Types of Denials 
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Translating & Grouping (HIPAA 835 Codes) 
• Claim Adjustment Reason Codes 
• Remittance Advice Response Codes 

Options 
• Automatically through ERAs 
• Automatically or manually through hard copy EOBs 

Understanding Your Denials 

Tracking and Trending Denials 
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Trending & Reporting 
• Identify key problem areas by payer and reason 
• Track overturn ratios for cost-benefit assessment, potential false 

variances, and unreasonable payer practices 



Patient Registration Issues 
 Incorrect Plan/ID 

 No Verification of Eligibility/ Benefits 

 No Pre-authorization 

 No Notification 

UM Issues 
 Insufficient Authorization: 

 Length of Stay 
 Level of Care 
 Service 

Initial Claims Follow-Up 
Issues 

Claims Submission Issues 

 Requested (Reasonably 
Necessary) Documents 
Not Submitted 

 Insufficient Bill Edits 
 Claim Sent to Wrong Address/ Unit 
 Claim Not Submitted Timely 
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Understanding Your Denials 



Registration 

•Accurate Mapping 

• PPO Networks 

• Workers’ Comp 

• Sub-cap’d Services 

• Out-of-State 

•Patient ID Numbers 

• Alpha Prefixes 

•COB Information 

•Notifications 

Authorization 

•Responsibility 

• Plan v. Med Group 

•Services 

• PPO Members 

• Emergency 

• Post-Stabilization 

• High-cost Elective 

•Documentation 

•Concurrent & 
Retro-Auth 

Other 

•Verifying Eligibility 

& Benefits 

• State Law 

•Software Solutions 

Denial Prevention 

Registration & UM - Process 
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Best Practice Contract Language 

 In the event that payment of a claim is denied for lack of notification or for 
untimely filing, the denial will be reversed if Facility appeals and can show all 
of the following: 
 
i.)  that, at the time the Protocols required notification or at the time the 

claim was due, Facility did not know and was unable to reasonably 
determine that patient was a Member, 

ii.)  that Facility took reasonable steps to learn that patient was a Member, 
and 

iii.) that Facility promptly provided notification, or filed the claim, after 
learning that the patient was a Member. 

• Claim Filing Limits (180 – 365 Days) 
• Retrospective Authorization Processes 
• Protection against unreasonable timely filing or no pre-

authorization denials 

Denial Prevention 

Registration & UM – Managed Care 



Payer- Specific Bill 
Edits 

• Software 
Solutions 

• Manual  Processes 

• DOFRs 

Time Limits 
 

• Initial Claim 
Submission 

• Corrected Claim 
Submission 

• COB Submission 

Special Billing 
Requirements 

• Separate Stop Loss 
Submission 
Requirements 

• Hard Copy v. 
Electronic Billing 

• Attachments 

Denial Prevention 
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Claim Submission - Process 
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State Law [CCR 1300.71(b)2] 

 Claim Billed to Plan, Responsibility of Capitated Provider: 
* ER:  Plan must forward to capitated provider 
 

* Non-ER – Hospital contracted with capitated provider:  Plan must forward 
or deny claim (with details) 

 

* Non-ER – Hospital not contracted with capitated provider:  Plan must 
forward claim 

 
Claim Billed to Capitated Provider, Responsibility of Plan: 
* All services:  Capitated provider must forward to plan 

• Claim Filing Limits (180 – 365 Days) 
• Obtain DOFRs 
• State Law / Forwarding Requirements 

Denial Prevention 

Claim Submission – Managed Care 
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Process 
• Consider bill edits to hold claim until documentation is attached 

Denial Prevention 

Initial Claims Follow-Up – Requested Docs 

Managed Care 
• Attempt to avoid provisions requiring ‘additional information’ to 

process claim for payment 
• Use AB1455 definition of ‘complete claim’  

 
Reasonably Relevant Information 

“… the minimum amount of itemized, accurate and material 
information generated by or in the possession of the provider 
related to the billed services…” 

Information Necessary to Determine Payer Liability 

“… the minimum amount of material information in the 
possession of third parties related to a provider’s billed 
services …”   

   



Denial Prevention 

Other Best Practices:  Software Solutions 

Triage.  Quality Beyond Your Expectations 

Lots of Options 

• Eligibility Systems 

• Case Management Systems 

• Order Entry Systems 

• Claims Management Systems 
(Comprehensive Scrubber/Editor) 

• Charge Capture Systems 

• Contract Management Systems 

• Patient Accounting / Host Systems 

• Soft/Hard Remittance Posting Systems 

• Denial Management Systems 

Implementation Drawbacks 

• Cost 

• Resources to integrate 



Denial Prevention 

Other Best Practices 
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Multi-Disciplinary Teams 
• All Revenue Cycle stakeholders involved 

• Regularly-scheduled meetings 

• Reporting on agreed-upon KPIs  

Training & Education 
• Cross-train coders and billers 

• In-service & external training 

• IT training 

• Reference materials/ resources 

Information Sharing 
• Contracts accessible on shared drives/ intranet 

• Shared underpayment/ denial trend reporting 

• Shared network resources/ reference materials 

• Share issues with payers 
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Denial Resolution 

Case Studies in Effective Negotiation 



Framing 

Naïve 
Realism 

Consistency 
Principle 

Success! 

Triage.  Results Beyond Your Expectations 

Framing 
 “Frames are perceptions that the 

parties hold about what defines 
the conflict, who is involved, how 
issues are presented, what the 
expected outcomes might be, and 
how outcomes will be reached.” 

Consistency Principle 
 “Social psychologists have 

discovered that people have a 
deep need to avoid the disjointed, 
erratic and uncomfortable 
psychological states that arise 
when our actions are manifestly 
inconsistent with widely shared 
standards and beliefs.” 

Naïve Realism 
 I see the world correctly, as will 

other reasonable people, given 
enough info. 

 Confirmation Bias 

 Assimilation Bias 

Desired Result 

Audience 
Effect 

Denial Resolution 

Negotiation Tools 

Audience Effect 
 People behave differently 

when scrutinized 

 Audience’s relation to the 
party may influence 
outcomes 
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Denial Resolution 

Case Study #1 

The Case of 
 “Inpatient Ambulatory 

Surgery” 
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Denial Resolution 

Opposing Viewpoints 

Their View of the World 

“Our Director of Contracting says that 
the correct interpretation of the 
Multiple Procedures clause is that it 
applies only to Inpatient Surgery.” 
 
      

   -Payor counsel   
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Denial Resolution 

Opposing Viewpoints 

Our View of the World 
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Denial Resolution 

Opposing Viewpoints 

Our View of the World 
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Denial Resolution 

Opposing Viewpoints 

Our View of the World 
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Denial Resolution 

Opposing Viewpoints 
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Denial Resolution 

Opposing Viewpoints 



New Information: 

• Past Payment Practice  

• If IP, then $4M 
underpayment risk 

New Frame: 

• Adopt Payer’s point of 
view,  

• Apply the “Consistency 
Principle” 
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Denial Resolution 

Using Negotiation Tools 
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Denial Resolution 

Consistency Principle, Part One 
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Denial Resolution 

Consistency Principle, The Sequel 



Negotiate on absurd 
“ambulatory IP 

surgery” theory, 
knowing Hospital will 
escalate to carrier’s 
corporate counsel  

(personal risk) 

Arbitrate on 
“ambulatory IP 

surgery” theory, 
knowing Hospital will 

claim $4M 

(corporate risk) 

Abandon 
“ambulatory IP 

surgery” theory, 
create new defense 

to defend pricing 

(n/a, ethical risk) 

Pay claim 

(personally and 
corporately 
defensible) 
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Denial Resolution 

Case #1, Re-framed 

Payer Counsel’s Options: 
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Denial Resolution 

Case Study #2 

The Case of 

 “The ‘Non-Contracted’ 

ERISA Plan and their 

Contractual Discount” 
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Denial Resolution 

Produce Our Confidential Contract, Or Else 
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Denial Resolution 

“You Lie” 
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Denial Resolution 

Add New Info & an Audience 



Denial Resolution 

Your Network & TPA Say You’re Contracted 
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Denial Resolution 

Your Name, the Network, and the TPA on the Card 

Verified Benefits & 
Authorized Care 
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Denial Resolution 

…And the Network Lawyer Says You Have the Contract 
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Denial Resolution 

BTW, your Client has just been acquired 
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Denial Resolution 

Plan Counsel’s Audience Now Includes: 

• Will be keenly interested in $0.5m liability, the Plan’s 
bad-faith denial of this liability, and thus law firm’s 
representations about all other pre-merger liabilities 

Altana AG 

• Surely excited about becoming a co-defendant in 
litigation alongside bad-faith denials TPA 

• With bad-faith refusal to pay, now has far more 
interest in its network, itself, and the Hospital, than 
in your fate 

Network 

• Applying CA Law per Contract 

• Business & Prof Code §511.3 

• Contract Awards Attorney’s Fees 
CA Judge 



Negotiate from a “no-
contract” theory, knowing 

that Hospital’s next step is to 
escalate to Altana corporate 

counsel  

(personal, professional and 
corporate risk) 

Stand on “no contract” 
theory and defend, as a 

foreign corporate payer,  a 
trial brought by a CA hospital, 

in a CA court, applying CA 
law, before a CA jury  

(“all-in”) 

Abandon “no contract” 
theory, assert your ERISA pre-

emption argument, even 
though Blue Cross v. 

Anesthesia Care holds against 
you for contracted providers 

in the 9th Circuit 

(corporate risk) 

Pay claim  

(defensible on these facts) 
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Denial Resolution 

Case #2, Re-framed 

Payer Counsel’s Options: 



Recognize Naïve Realism, so you can 

Reframe the Negotiation, with their lens 
and your New Information, so you can 

Leverage the Consistency Principle, ideally 
before an Audience that helps  

Limit any Options other than  

Payment.  
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Denial Resolution 

Denial Resolution Takeaways 



 

Contact Information: 

 

Triage Consulting Group 

221 Main Street 

Suite 1100 

San Francisco, CA 94105 

415.512.9400 

 

 

 

Conclusion & Questions 
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