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Establishing a federal “Prompt Pay” requirement for health insurers

Background:

Federal law requires that all Medicare claims must be paid promptly.  Section 1842 of the Social Security Act mandates that each Medicare contract that provides for the disbursement of funds shall provide that 95% of all “clean” claims shall be paid within 30 days.   If the Contractor fails to pay within the required time, interest shall be paid on the money owed to the provider.

For purposes of this section of the Medicare law, a “clean” claim is defined as one that “has no defect or impropriety (including any lack of any required substantiating documentation) or particular circumstance requiring special treatment that prevents timely payment from being made on the claim”.

The Bipartisan Patient Protection Act (H.R. 2563 and S. 1052) both include similar language directing that the Medicare prompt payment language be extended to private contracts between physicians and group health insurance plans.  The following language is taken from House version of the bill:

Sec. 134. Payment of Claims
A group health plan, and a health insurance issuer offering health insurance coverage, shall provide for prompt payment of claims submitted for health care services or supplies furnished to a participant, beneficiary, or enrollee with respect to benefits covered by the plan or issuer, in a manner that is no less protective than the provisions of section 1842(c)(2) of the Social Security Act (42 U.S.C. 1395u(c)(2)).

Discussion:
To the extent that there are prompt payment laws in effect within the private sector, they exist as a function of state law.  This federal initiative would establish a minimum federal standard for the payment of claims.

It is unfortunate that this type of a requirement is necessary.  However, it has been common practice among third party payers to delay payments to physicians and providers causing serious cash flow problems.  It is not unheard of for there to be a lag of up to 6 months from the time a physician might provide a service until the physician receives payment from the health plan for that service.  While awaiting payment, the physician must meet payroll, pay rent, pay for supplies, etc.  

Recommendation:

The Healthcare Billing and Management Association strongly urges Congress to include this prompt pay language in any Patient Bill of Right legislation enacted at the federal level.

If you have any questions about this legislation or HBMA’s position, please do not hesitate to contact the Association’s Washington Representative:
Bill Finerfrock

 HBMA Washington Representative

202-544-1880

bf@capitolassociates.com

