
By Maria Todd, PhD

Feature

Be Prepared: Renegotiating Managed 
Care Contracts Using Payer Report 
Cards 
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Payers often use report cards to rack and 
stack their providers. Any provider can 
also use this tool just as successfully to 
track payer performance against negotiated 
contract provisions. The ability to monitor 
managed care payer performance through 
a desktop scorecard also enables provider 
organizations to improve managed care 
contracts during renegotiations. 

To produce a payer report card, fi rst 
examine managed care contract terms 
covering fee schedules, contract renewals, 
late payments, charge backs and offsets, 
dispute resolution, coordination of 
benefi ts, and pay for performance 
(P4P). As a provider you also should 
consider each health plan’s approach to 
negotiating specifi c terms and willingness 
to restructure burdensome provisions. 
Know what your contract says, not what 
you would like to see, and grade payers 
according to their true performance on 
the contract. The question is not whether 
a health plan pays you on a timely basis, 
but whether it pays you timely according 
to what you negotiated in the contract and 
how much [full-time equivalent] labor 
you had to expend to get that money.

Measure What You Did Negotiate, 
Not What You Would Have Liked to 
Negotiate
For example, you may have unwittingly 
agreed to a fee schedule that is unduly 

burdensome or uses complex formulas to 
calculate the amounts due to providers, 
thereby creating loopholes that result 
in nonpayment. Does contract renewal 
language outline an escalation formula, 
evergreen provision and agreement to 
meet and confer within a specifi ed time 
period prior to renewal? Does the clause 
addressing delayed or late payment allow 
the provider to dispute single line items 
and include fi nancial disincentives to 
the payer for late payments? You can’t 
fault a health plan for paying a claim 
more slowly than you like if that is what 
you permitted in the contract through 
vague language. You need specifi c terms 
so you can measure any deviation from 
the standards set forth in the contract. If 
the contract is full of loopholes, you will 
never know how to model your claims.

There needs to be a mechanism to evaluate 
each payer on an objective and subjective 
basis so you can identify your break-even 
revenue by payer rather than simply 
accepting a certain percentage of Medicare. 
Remember, there’s really no relevance to 
Medicare when considering reimbursement 
for your non-Medicare claims. You might as 
well compare reimbursement to the market 
rate for rutabagas! If you do not know 
exactly what you will be paid for every 
service on your superbill or chargemaster, 
then you don’t have a contract you can 
rely upon. Nor can you fi nancially model 

with any accuracy. Many doctors and 
hospitals make assumptions about their 
fees and how much they will be paid 
under contracts. Those assumptions often 
cannot be supported in the contract. Similar 
to the old adage about medical records 
where “If it is not written down, it is like 
it never happened,” the same happens in 
contracts. If it is not written down, it wasn’t 
negotiated.

With respect to P4P metrics, providers 
need to determine whether the program 
entails “true quality measurement” 
in service, clinical effectiveness, or 
access. Details of any P4P program, 
including dispute resolution processes, 
data and statistical integrity, payment 
for value received, and opportunities 
for improvement before any penalty is 
assessed, should be explained in writing 
and included as a contract attachment.

Focus on Payer Behavior in Strategic 
Areas
After making a list of measurable 
expectations, establish a payer scoring 
system so you can evaluate health plans 
on a curve, statistical basis, subjective 
basis, or other system. No matter what 
methodology chosen, defi ne best practices 
for metrics, such as the percentage paid 
according to contract, accounts receivable 
(A/R) greater than 60 days, A/R 
greater than 35 days with no payment 
or response, potential underpayments, 
and claims under appeal. Appropriate 
benchmarks for these measures can be 
gleaned from professional organizations 

Executive Summary
Developing a detailed report of what Payers are or aren’t doing for your hospital or 
provider group is essential in maintaining contracting leverage. Among other things, 
payer report cards allow you to invoke the material breach provisions in individual 
contracts and enforce the dispute resolution procedures arising from a terms breach. 
Report cards are also essential in process improvement, pay-for-performance 
relationships, and contract renegotiations. Find out key performance indicators to 
include in report cards and how to objectively and subjectively grade performance 
across all payers. As auditors you should see whether this is happening and, if not, 
use the ideas from this article to facilitate solution development for improving payer 
contract monitoring.

Know what your 
contract says, not 

what you would like 
to see.
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such as Healthcare Financial Management 
Association, the Medical Group 
Management Association, or the 
American Medical Group Association.

A Payer Report Card Should 
Encompass Four Areas

To construct actual payer report cards, 
focus on payer behavior in a few strategic 
areas, identifying which activities to track 
down to the bottom line, which activities 
reduce operating or administration costs, 
and which activities improve overall 
revenue. A payer report card should 
encompass four areas:

Key performance indicators, including •	
total charges, expected reimbursement, 
actual payments, and variances.

A book of business analysis featuring •	
the market share percentage for 
primary payers across multiple 
product lines.

Utilization by product line of inpatient, •	
outpatient, diagnostic imaging, lab, 
and ED services, together with service 
line profitability.

Overall profitability by payer product •	
line.

Potential items to track include, but are 
not limited to, the number of inpatient 
and outpatient claims, claims that involve 
implants and prosthetics, claims that 
include high-cost drugs, denied claims, 
total gross inpatient and outpatient 
revenues, net revenue per inpatient day, 
and paid-to-billed and paid-to-allowed 
ratios. 

The example in Figure 1 illustrates a 
sample payer report card template. You 
also should compare similar product 
lines across payers—examining how 
patients under respective plans pay 
copays, deductibles, and other financial 
responsibilities—and also contrast the 
entire group against a best practice.

The example displayed in Figure 2 
below uses claims and patient financial 
responsibility data from accounts 
receivable to measure a given product 
line. This exercise should be repeated for 
each line of business, including HMOs, 
PPOs, POS plans, consumer-driven health 
plans (CDHP), worker’s compensation, 

employer self-insured plans, Medicare 
Advantage, and Medicaid.

Start Simply and Build 
Sophistication
Most of the tools needed to build payer 
report cards are already in the report 
generation modules of your billing 
software. Start with five or six basic, 
high-level metrics, and break them 

down not by company, but by company 
product line. Determine the average 
turnaround time from the date the claim 
was submitted to the date when both full 
payment and a zero balance are achieved. 
What is the amount of money you 
received from each product line? How

Figure 1. Payer Report Card Template Claims Summary

# Claims # Claims # Claims 

Claims submitted this period

Correctly paid claims, as reported to the state

Correctly paid claims, our experience

Underpaid claims

Root cause – bundling logic

Root cause – system errors

Root cause – pricing not contractually established

Denied Claims

Denied claims – as reported to the state

Denied claims – our experience

Claims denied for lack of medical necessity

Claims denied for “timely filing” per contract

Denied claims overturned on appeal

Denied claims for lack of coverage in force on date of 
service

Claims denied for non-covered services

Claims pended for medical review

Claims lost or unaccounted for requiring resubmission

Paid-to-billed ratios Billed Paid Percentage

Inpatient

Outpatient

Lab

Radiology

ED

Service line:

Service line:

Service line:

Medicare Advantage Billed Paid Percentage

Comparison of actual revenue to cost report revenue

Figure 2. Accounts Receivable Scorecard Template Type of Account

A/R # Claims $ Amt Patient Responsibility # Claims $ Amt

Claims 31–60 days Claims 31–60 days

Claims 61–90 days Claims 61–90 days

Claims 91–1 20 days Claims 91–1 20 days

Claims 121–1 50 days Claims 121–1 50 days

Claims 151–1 80 days Claims 151–1 80 days

Accounts to bad debt

Accounts to collection

If it is not written 
down, it wasn’t 

negotiated.

continued on page 54
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As demonstrated, these unwarranted or 
inflated change orders can quickly create 
a cost overrun. And, I have given you a 
primer on the genesis of change orders, 
how to perform a change order review, 
what to expect when you perform the 
review and how you can assist your 
organization in controlling construction 
costs. NP

Ron Risner is founder and president of Risner 
Consulting Group, Inc., of Orlando, Florida. 
He was formerly the Vice President of Internal 
Audit for a large commercial banking firm 
in Florida where he managed 50 auditors 
directly and 100 indirectly. Risner Consulting 
provides domestic and international professional 
construction consulting and audit services. The 
firm’s website is www.risnerconsulting.com.

much of the business from each product 
line is going to bad debt? From experience 
with payer report cards, you will be able 
to conduct transaction-based analyses of 
denials and rejections, overturned denials, 
underpayments, timeliness of payment, 
and self-pay. For optimal effect, review 
and update the payer report card at least 
every 4-6 months.

Consider The Following Questions:

Were underpayments caused •	
by vague contract language, 
improper loading into the claims 
payment system, under-coding 
or sub¬optimal documentation, 
bundling, dropped charges, or other 
factors?

How many self-pay accounts go to •	
collections or bad debt?

What percentage of problem accounts •	
is related to a specific product line, 
such as CDHPs?

Do actual payments cover the cost of •	
care, the cost of billing and collections 
activities, the cost to analyze and 
negotiate the deal, and the cost to 
maintain the contract?

What is your actual cost to collect the •	
money?

What is the profitability by case?•	

Are payer reimbursements linked to •	
the actual cost of services or based on 
standards such as Medicare, DRGs, 
state and national fee schedules, or 
case rates?

Are payments timely, penalties for •	
late payments actually paid, and 
denials overturned?

Conclusion
For providers of all shapes and sizes, 
knowledge of payer contract violations 
is power. It enables you to invoke the 
material breach provisions in your 
contracts and enforce the dispute 

resolution procedures. Without tracking 
those metrics your organization defines 
as strategic, it is more difficult to 
handle unresolved issues or renegotiate 
contracts with any definable leverage. But 
remember to begin at the 30,000-ft level 
and then refine your analysis over time. 
By pinpointing what you want and don’t 
want from payers, you can improve your 
managed care contracting strategy and 
effectively increase revenue. NP

Maria K Todd, MHA, Ph.D., is the leading 
instructor in managed care and contracted re-
imbursement and has presented to over 50,000 
healthcare professionals. She is a highly-
regarded consultant and contract negotiator, 
author of hundreds of articles, several white 
papers and five books—with a sixth slated for 
this fall. Her background includes experience 
as an HMO provider relations coordinator, 
IPA and MSO executive director, contract 
analyst and negotiator, health law paralegal 
and certified mediator. She may be contacted 
at: maria@mariatodd.com.

Being Prepared: Renegotiating Managed Care Contracts Using Payer Report Cards — continued from page 45

Attorney-Client Privilege Considerations from the Auditors Perspective — continued from page 49

Education/Re-education Initiatives
Education and re-education initiatives 
should occur within the organization 
regarding ACP protocols for all affected 
departments and areas. In addition, policies 
and procedures should be refined, as 
appropriate, based on information learned 
and feedback from these initiatives.  

How does your organization educate 
operational personnel performing 
monitoring functions regarding when to 
alert Compliance, Legal and Audit? 

The need to educate the Board and 
Management was reiterated above. In 
addition, this education and re-education 
should be part of the training plan for 
auditors to reinforce their understanding 
regarding ACP protocols.  

Conclusion
Effective ACP requires a coordinated 
approach with Legal, Compliance and 
Internal Audit. While most audits are not 
conducted under ACP, it is important 
to maintain a constant channel of 
communication throughout the audit 
model of risk assessment, annual audit 
planning, audit performance, audit 
reporting and audit follow-up.

About the AHIA/HCCA Focus Group
The AHIA/HCCA focus group will 
continue to address compliance auditing 
and monitoring directives through white 
papers, articles and educational initiatives. 
The Focus Group welcomes your feedback 
and requests to address particular matters 
related to auditing and monitoring. 

Please submit your request directly to any 
member of the focus group. NP

Members of the focus group are:

Jan Coughlin, Scripps Health

Debra Muscio, Central Connecticut 
Health Alliance

Mark P. Ruppert, Cedars-Sinai Health 
System

Kathy Thomas, Duke University 
Health System

Debi Weatherford, CHAN Healthcare 
Auditors

Debi Weatherford is the Director of Internal 
Audit at Piedmont Health Care in Atlanta, 
GA. She may be contacted at debi.weatherford@
piedmont.org.


