
Toni Johnson, California Area IHS

Jonathan Dando, Cherokee Hospital

Explanation of Benefits –
 How to Read One and 

Denial Management 



Outline


 
Definition and Purpose



 
Components of an Explanation of Benefits (EOB) and the 
Remittance Advice (RA)



 
Code Lists



 
Adjustment Types



 
Adjustment Reports



 
Follow-up Process



Definition and Purpose


 
An explanation of benefits (EOB) or remittance advice 
(RA) is a document issued by the payer stating the status 
of the claim; whether it is paid, suspended  (pending), 
rejected, or denied.



 
The purpose is to provide detailed payment information 
relative to the claim and, if applicable, to describe why 
the total original charges have not been paid in full.



Deciphering  the EOB –
 

Not Easy 


 
Challenges  


 
Not Standardized



 
Multiple claims on one check



 
Contract Agreements



Pre-posting Operations


 
Compare the EOB with the original claim, and review each 
carefully.


 

Charge total on claim should match EOB total


 

Look for code changes (down-coded)


 

Identify charges that can be appealed or re-billed for payment



 
Investigate all denied services –

 
determine the reason for the 

denial and appeal them, if appropriate



 
Requests for additional information must be addressed 
immediately



Components of an EOB
Information found on an Explanation of Benefit statement:

•Payer’s name and address •Reductions or denial codes, comment codes  
indicating reasons payments were denied, 
asking for more information to determine 
coverage and benefits, or stating amount of 
adjustment because of payments by other 
insurance companies. 

•Provider of services •Claim control number

•Dates of service •Subscriber’s and patient’s name and policy 
numbers

•Service or procedures code numbers •Analysis of patient’s total payment 
responsibility (amount not covered, co-

 payment,  deductibles, coinsurance, other  
insurance payment and patient’s total 
responsibility

•Amounts billed by the provider •Total amount paid by the payer



Components of the Institutional 
Standard Paper Remittance Advice


 
Institutional Standard Paper Remittance Advices (SPRs) are 
split into two basic sections:


 

All Claims Page(s)


 

Summary Page

CMS offers a guide that is designed as a self-help resource for 
providers to understand the Medicare Remittance Advice.

This guide can be accessed at: 
http://www.cms.hhs.gov/MLNProducts/downloads/RA_Guide_Full_03-22-06.pdf

Let’s look at an example Institutional SPR

http://www.cms.hhs.gov/MLNProducts/downloads/RA_Guide_Full_03-22-06.pdf


Example Institutional SPR -

 
All Claims Page(s) 



Example Institutional SPR -

 
Summary Page 



Components of the Professional 
Standard Paper Remittance Advice


 
Professional Standard Paper Remittance Advices (SPRs) are 
split into four basic sections:


 

Header Information


 

Assigned Claims


 

Unassigned Claims


 

Glossary
CMS offers a guide that is designed as a self-help resource for

 providers to understand the Medicare Remittance Advice.

This guide can be accessed at: 
http://www.cms.hhs.gov/MLNProducts/downloads/RA_Guide_Full_03-22-06.pdf

Let’s look at an example Professional SPR

http://www.cms.hhs.gov/MLNProducts/downloads/RA_Guide_Full_03-22-06.pdf


Example Professional SPR –

 
Page 1



Example Professional SPR –

 
Page 2



HIPAA Non-Medical Code Sets


 
Four non-medical code set are used extensively to provide 
claim and reimbursement information on the Remittance 
Advice/Explanation of Benefits:


 

Group Codes 


 

Identifies responsible party or the payment adjustment



 

Claim Adjustment Reason Codes (CARCs)


 

Provides financial information about claim decisions



 

Remittance Advice Remark Codes (RARCs)


 

Used in conjunction with CARCs

 

to further explain an adjustment


 

Provider-Level Adjustment Reason Codes


 

Adjustments not related to a specific claim or service 
View the latest codes at  http://www.wpc-edi.com/ Washington Publishing Company

http://www.wpc-edi.com/




Types of Adjustments


 
An adjustment refers to an change that relates to how a claim 
is paid differently for the original billing.  There are seven 
general types of adjustments:


 

Denied Claim


 

Zero Payment


 

Partial Payment


 

Reduced Payment


 

Penalty Applied


 

Additional Payment


 

Supplemental Payment



Co-payment vs. Coinsurance


 
Co-payments are specified amounts of money that the patient 
will pay for each doctor visit. Some have different co-

 payments for primary physician visits and specialists. Co-
 payments can vary in amounts, depending on the terms of 

the insured’s policy, from $5, $10, $20, up to $40.


 
Coinsurance is sharing the cost of medical care between the 
insured and the insurance company. This is found in major 
medical policies. Coinsurance would be paid after the 
insured has satisfied their annual deductible.



Deductible


 
A deductible is an amount of money, set by the policy, that 
the insured will pay before the insurance company pays 
benefits. They run per calendar year, so on January 1st each 
year, the deductible will begin again. 



Non-Covered Services



 
Services that are not benefits specifically provided under the 
Plan, are excluded by the Plan, are provided by an Ineligible 
Provider, or are otherwise not eligible to be Covered 
Services, whether or not they are Medically Necessary.



A/R and Denial Management -
 Importance



 
Accounts Receivable is the most important asset to the 
I/T/Us throughout Indian Country.



 
I/TUs

 
have become dependent

 
on third party revenue to 

help us meet the goals, mission, and objectives of the 
Indian Health Service.



 
Health care operations that provide optimal patient care

 
in 

our facilities is dependent on these third party 
reimbursements.



 
It is essential that we implement denial management 
procedures to make sure we optimize the key functions

 
in 

the revenue cycle.



CONTROLLABLE   VS. 
UNCONTROLLABLE



Write Offs/Adjustments –
 Controllable



 

These are Adjustments/Write Offs that we can control, and 
should be minimal if we fix something in our process:


 

Billed in Error 


 

No/Other Eligibility for this Patient (Verify by Patient Registration)


 

Non-Covered Service (Know our Policies and Benefit Plans)


 

Beyond Filing Limit (Drop Clean Claims faster and follow up)


 

Medical Records/Coding/DE Issues (Verifying at these function levels)


 

Missing Information, Wrong Information, Additional Information


 

Signature Requirement


 

Etc.



 

Start Using Reports to look at your Adjustments/Write Offs


 

Remember, we need to “Change Payer Behavior”



Write Offs/Adjustments –
 Un-Controllable



 

Un-Controllable –

 
Understanding that there are certain “non-

 payments”

 
that are to be expected.



 

Going to Experience Regardless of the Billing Accuracy or Efficiency of 
the Program:



 

Our job is to know what they are and stay within those limits


 

Deductibles


 

Co-Pays/Co-Insurance


 

Over the Allowable/Over UCR (Usual Customary, and Reasonable) 
(semi controllable)



 

DRG Adjustment (Diagnostic Related Grouper)


 

Contractual Adjustments (semi controllable)



Denial Management


 
Reviewing, Monitoring, Trending, and Analyzing

 PAYMENTS and DENIALS


 
It is also important to note that the data in RPMS and the 
corresponding reports are only as good as the data 
entered.  



 
Posting of Adjustments codes should be standardized.

 The reasons that claims were not paid should be identified to 
the greatest level of detail so management can help you do a 
better job. If a claim was originally denied because it was 
filed beyond the filing limit, the adjustment reason should 
reflect that.  



 
Using reasons such as “Other”

 
do not give us enough 

information to know if we could have prevented this denial, 
or challenged it with the payer.



Review the Adjustment Report


 
Sites must print an adjustment Report at least once a week or 
more frequently



 
The intent is to find items that:


 

Can assist you with process issues;


 

Define practices that each payer is following and that may 
need to be addressed



 

Identify the claims that need to be followed-up on before 
Timely filing limits



Adjustment Report Example

RPT Report Menu ...

BRM Batch Reports Menu ...

+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+ 
| ACCOUNTS RECEIVABLE SYSTEM - VER 1.8 | 
+ Batch Reports Menu + 
| INDIAN HEALTH HOSPITAL | 
+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+ 

User: USER,SUPER M BUSINESS OFFICE 24-NOV-2008 3:09 PM

BPP Batch Posted Payments 
BSL Batch Statistical Report 
RPRT Re-Print Finance Letters 
TDN Collection Batch Validation Report 
TDR Treasury Deposit # Reconciliation Report 
TBSL Treasury Deposit/Batch Statistical Report 
TSR Transaction Statistical Report

Select Batch Reports Menu Option: 



Adjustment Report Example (cont’d)

RPT Report Menu ...

FRM Financial Reports Menu ...

+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+
|          ACCOUNTS RECEIVABLE SYSTEM - VER 1.8           |
+                 Financial Reports Menu             +
|             NATIVE AMERICAN HEALTH CENTER          |
+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+

User: JOHNSON,TONI            BUSINESS OFFICE     13-APR-2009 8:34 AM

ADA    Advise of Allowance RPT
IPDR   Inpatient Primary Diagnosis Report
PRP    Payment Summary Report by Collection Batch
PSR    Period Summary Report
STA    A/R Statistical Report
TAR    Transaction Report
ADJ    Adjustment & Refund Report
AWOR   Automatic Write-Off Report

Select Financial Reports Menu Option: 



What do your Adjustments Tell You?


 
If you find that a large percentage of your denials are due 
to billing errors, timely filing, and duplicate submissions  


 

Training 


 

Increase your billing/patient accounts staff



 
If you find a percentage of your errors are due to 
procedures not medically necessary


 

Meet with Providers and Coding staff to see where the 
disruption or gap is



What do your Adjustments Tell You? 
(Cont’d)


 
If you find that rejections are due to eligibility issues, 
Patient Registration and Benefits Coordination will have 
to help resolve those issues.



 
If a majority of your adjustments are due to “Over the 
Allowable Amount or Over UCR”, it may be time to set 
up that meeting with payers to see how this can be 
resolved or you should review your fee schedule



Follow-up Process

The purpose of follow-up is to ensure that all accounts 
are paid accurately in a timely manner.



“Send and Hope”
The “Send and 

Hope”
 

collection 
process is not 
effective!



IHS Policy and Follow-up


 
All accounts are reviewed and researched within 45 days


 

Proof of follow-up can be documented in the RPMS 
“message”

 
field.



 
Credit balances must be reviewed



 
Federal Debt Management Act requires referral to Treasury 
after 180 days after three demand letters



Promote a short payment cycle by using 
prompt follow-up



 
Institute aggressive and 
persistent follow-up 
guidelines to collect 
outstanding balances



 
Interact with other 
departments as needed to 
expedite payments



 
Establish goals for follow-up



 
Develop good relations with 
key personnel



 
Learn insurer claims 
processing requirements and 
procedures



Follow-up is Essential


 
Only 60 and 80 percent of accounts are paid without delay



 
The remaining 20 to 40 percent require persistent and aggressive

 follow-up to obtain payment



 
A/R over 120 days old should be less than 20% of the total A/R



Claim Inquiries to Insurers


 
Be prepared



 
Always document all 
telephone calls 


 

Payer name


 

Date of contact


 

Person’s name


 

Summary of call discussion



Importance of Challenging Payers


 
#1 reason why PI claims not getting paid is due to “non 
receipt”

 
especially when filing by paper



 
If payers know that I/T/U programs do not pursue 
outstanding bills, they tend to “not pay”

 
them



 
Appeal all payment reductions based on insurance’s UCR 
charge amount


 

Can Include data from multiple facilities



Conclusion
The best approach to Managing Your Denials is to prevent 
them from happening in the first place.   

The first steps are:


 

Establish Criteria for pre-submission Review


 

Work Your RPMS Reports


 

Review Denials/Adjustments


 

Challenge Third Party Payers


 

Establish a Denial Management Team and Make Denial 
Management a Facility Issue



Thanks for your Time

Any Questions????
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