[image: image1.png]





TOP TEN REASONS TO SAY NO TO A MANAGED CARE CONTRACT

I am always amazed at the number of physicians who sign managed care contracts without reading them. We’ve heard the excuses and some of them may be valid. Shortsighted, but valid. Here are my top ten reasons to Just Say No, or at least take a very close look at the contract before signing on the dotted line. 

Disclaimer: The  following  information is not  intended as an all-inclusive list of managed care contracting issues. The views expressed are based on experience reviewing and negotiating managed care contracts and are presented  for informational purposes only,  not intended as legal advice. As with any legal contract, it is recommended that you seek appropriate legal counsel before signing a managed care agreement.

10.
Contracts that are extended to Affiliates, Indirect Participants, or Blind/Silent PPO Activity

National payors and network PPOs may include a statement that says that the agreement is entered into by ABC Health Plan and its affiliates.  If your payor has affiliates, make sure that your contract includes an addendum that lists all affiliates that are included as parties to your contract to prevent the network from being “leased” or subject to blind or silent PPO activity. This language is usually found in the opening paragraph of the contract.

9.
Contracts that allow for Unilateral Changes.

This means that the payor can change any terms or conditions of the contract without agreement by the physician. These changes are usually associated with fee schedules or reimbursement but can include credentialing requirements and even continued participation in a network. Do not sign any agreement that requires that any changes to policy or procedure must be accepted by the physician, even if the payor reassure you that they will notify you within 30 days of the change. Instead, require that all changes be reported to the physician with 30 days advance written notification by certified mail with return receipt requested, or other commercial method (i.e. Fed Ex with tracking capabilities.  Also include a statement that the physician has the right to terminate the contract without cause in the event that the changes are not acceptable. This language can be found anywhere within a contract but frequently is buried in the MCO or Provider Obligations sections.

8.
Contracts that contain Vague Language

Examples of vague language include anything “as may be established by the XYZ Payor” or “as may be deemed necessary”, especially if it occurs “from time to time”.  This may obligate you to policies and procedures that haven’t even been established, but may be in the future! It’s a less obvious way to require you to accept Unilateral Changes. “As may be deemed necessary” and/or “from time to time” means whatever and whenever the payor feels like. This caution also applies to any attachments or addendum’s that may be “modified or added at the discretion of Health Plan”. Do not agree to these terms. Treat these statements the same way as those that give the payor the authority to make unilateral changes. If you see these clauses in a contract do not sign until the contract has been reviewed by appropriate legal counsel. 

On a related note, you should always ask for policy and procedure manuals before you sign and make sure you review them and are able to comply. Specific policies and procedures may cost you money or add additional administrative burden to your staff but usually are not spelled out in the contract. Examples include referrals and precertification requirements or whether or not you can bill for lab or xray or other ancillary services performed in your office.  

7.
30-Day Filing Limitations

Some managed care payors have filing limitations as short as 30 days from the date of service or EOB from the primary payor. If your payor will not negotiate the filing limit, ask for a clause that addresses “special” circumstances such as loss of key staff or significant equipment failure. If your contract does not identify a filing limitation, ask if there is one. It might fall under an unwritten policy and procedure. Filing Limitations are usually addressed in the Payment and Reimbursement section of your contract. (See also Vague Language and Unilateral Contract Changes.)

6.
30 Day Appeal Limitations

What is troublesome about appeal limitations, regardless of length, is that the responsibility falls on the physician to identify claim processing errors. Unless you report the error within the filing limitation, your payor will probably refuse to reprocess claims over 30 days old.  Filing Limitations are also usually found under the Payment and Reimbursement section of your contract.

5.
Contracts that have a Limited Disclosure of Fee Schedules 

It is common practice for payors to offer fee schedules represented by 25 arbitrary codes chosen by the payor or described as paying “ X percentage of Medicare”. For a fee schedule evaluation to be accurate for your practice, you need to identify the frequency of all procedures you perform and compare the fee schedule amounts to your high volume procedures. Consider the ramifications of a fee schedule that pays 90% of your charge for CPT code 99203 but 45% for a surgical procedure that accounts for 50% of your revenue. 

4.
HMO Contracts that include Withholds

No matter how the payor presents it, a withhold is an additional discount taken from your reimbursement to cover the HMOs losses. Payors may insist that they always return withhold funds but the reconciliation may be complicated and rarely results in the physician receiving 100% of the funds withheld. Be aware that the withhold clause may also require the physician to cover the deficit in the event that the HMO operates at a loss. Before you sign any HMO contract with a withhold provision, have the contract reviewed by someone with proven expertise in risk contracting. Withhold language is usually found under Payment and Reimbursement or may be included as a separate addendum or attachment.

3.
Capitated Contracts that don’t include a Covered Services List 
Most physicians know that under a capitation contract they will be paid a fixed amount per member per month regardless of the number of times the patient presents to the office. But many physicians are not aware that the capitation payment may include hospital services, lab, xray, or any other ancillary services provided. Also, some payors “carve-out” or have an exclusions list for the capitation services. This means that there is additional (discounted) reimbursement for certain services, for example pediatric immunizations. Make sure you are aware of what’s included in your capitation payment and if any services that can be billed “over and above” the capitation payment.

2. Contracts that allow for Unlimited Overpayment Recovery or “Takebacks”

Periodically, physicians receive letters from payors or independent vendors requesting refunds for claims that were paid as long as three years ago! You should never sign a contract that allows for unlimited overpayment recovery; especially those identified by independent vendors (affectionately referred to as “bounty hunters”). You should also be aware of contracts that allow for processing errors to be corrected by withholding payment against any future payment made to your practice. This “takeback” may also be referred as an “offset” and may be found in the Payment and Reimbursement section of your contract.

And the Number One Reason to walk, no, run away from a Managed Care Contract:

1.
Contracts that include Application or Processing Fees

It is never appropriate to pay a fee to participate in a managed care organization. Ever. 
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