	Checklist: Essential Contract Elements in Managed Care Contracts 

Although every payer contract is unique, there are some key elements that should be addressed in all contracts. Rockford Health System created this detailed checklist to assist contract management staff in verifying the presence of essential contract elements. This checklist helps the organization realize consistency across contracts and ensures appropriate protections in terms of financial, legal, and operational issues. 


	

	INSURANCE COMPANY:
	
	
	
	

	ISSUE
	SATISFACTORY
	NOT SATISFACTORY
	COMMENTS
	

	I.  General Considerations
	
	
	
	

	1.1  All key terms (I.e. medical necessity, covered services, emergency services, etc.) are defined in the Agreement and used consistently throughout the Agreement.
	
	
	
	

	1.2  All policies and/or procedures to which the Provider is bound are set forth in the Agreement.
	
	
	
	

	1.3  If all policies and/or procedures to which the Provider is bound are not set forth in the Agreement then the Agreement refers to specific policies which are incorporated by reference into the Agreement and cannot be modified without a reasonable review period (i.e., 60 days).
	
	
	
	

	1.4  The scope of services is clearly set forth in the Agreement and only includes those services which the Provider can provide or arrange for.
	
	
	
	

	1.5  The Provider's obligation to provide services under the Agreement is limited to the extent of the availability of its resources and Provider's obligation to perform is excused in situations involving acts of God, labor strikes, etc.
	
	
	
	

	1.6  The term of the Agreement is clearly set forth.
	
	
	
	

	1.7  The Agreement may be terminated voluntarily (at any time with or without cause) upon the expiration of a reasonable notice period (I.e., 60-120 days).
	
	
	
	

	1.8  The Agreement contains an expedited termination provision in the event of non-payment.
	
	
	
	

	1.9  The Agreement contains a termination provision that allows termination for failure to cure a material breach and allows termination (without extending a further "cure" period) in the event that the breaching party commits the same or substantially similar breach within 6 months of the date that the previous breach was cured.
	
	
	
	

	1.10  If the Agreement allows the Payor to implement new or revised existing policies upon the expiration of a specified notice period, the Agreement allows the Provider to either reject the new or modified policy or terminate the Agreement upon the expiration of the notice period.
	
	
	
	

	1.11  The Agreement provides for immediate (or expedited) termination in the event of Payor insolvency.
	
	
	
	

	1.12  The Agreement provides for continuation of care provisions upon termination which are reasonable in time, scope, and payment amount (I.e., limited to the time period for which premiums have been paid not to exceed a period of 3 months) and define provider's compensation after termination.
	
	
	
	

	1.13  The Agreement describes major benefits exclusions and/or limitations.
	
	
	
	

	1.14  The Agreement clearly sets forth who makes what determinations and does not include any "passive" clauses (i.e., if it is determined that …").
	
	
	
	

	1.15  The Agreement binds the "decision maker" to the standard of reasonableness with respect to all matters within such decision maker's discretion.
	
	
	
	

	1.16  The Agreement provides that utilization management decisions impact payment but does not require the Provider to adhere to such determinations.
	
	
	
	

	1.17  The Agreement requires the Plan and/or Payor to list the Provider in the Provider Directory.
	
	
	
	

	1.18  The Agreement  does not prohibit the Provider from discussing with the patient various alternative treatments.
	
	
	
	

	1.19  The Agreement does not prohibit the Provider from notifying the patient regarding a Payor's refusal to cover a specified procedure.
	
	
	
	

	1.20  The Agreement does not prevent the Provider from notifying patients regarding the termination of the Agreement and of the Provider's participation in other plans.
	
	
	
	

	1.21  The Agreement incorporates the definition of medical necessity into the definition of "Covered Services" so that a service does not constitute a Covered Service unless it is determined to be medically necessary.
	
	
	
	

	1.22  The Agreement & Reimbursement Schedules clearly define what managed care organization (MCO) benefit products are included in the Agreement and does not allow MCO to unilaterally add new products at the same reimbursement without Provider approval.
	
	
	
	

	II.  Financial Considerations
	
	
	
	

	2.1  The Agreement clearly sets forth who is responsible to pay.
	
	
	
	

	2.2  The Agreement clearly sets forth when and where claims must be submitted.
	
	
	
	

	2.3  The Agreement does not include any arbitrary or unreasonable "cut-off" dates relative to claims submission that impact payment.
	
	
	
	

	2.4  The Agreement clearly sets forth the time frame in which "clean" claims must be paid.
	
	
	
	

	2.5  The contract clearly defines what constitutes a "clean" claim and requires the Payor or notifies the Provider promptly (not more than 30 days) when a submitted claim does not constitute a clean claim.
	
	
	
	

	2.6  The contract provides that payment decisions will be based upon the Payor's obligations under the benefit plan document and does not provide for the Provider to forfeit payment solely on the basis of noncompliance with contract requirements and/or utilization management policies if the care is clearly covered under the benefit plan.
	
	
	
	

	2.7  The Agreement clearly sets forth who conducts and retains coordination of benefits (COB) and third party liabilities (TPL) recoveries and how such recoveries impact Provider's overall payment.
	
	
	
	

	2.8  The contract requires the "primary" Payor to pay without regard to the existence of "secondary" coverage.
	
	
	
	

	2.9  The Agreement requires the "secondary" Payor to pay the Provider within 30 days of the "primary" Payor's issuance of its final estimate of benefits (EOB).
	
	
	
	

	2.10  The COB provision allows the Provider to recover from the "secondary" Payor the lesser of the amount owing under the Agreement of the difference between the "primary" Payor's payment and the Provider's usual and customary charge.
	
	
	
	

	2.11  The Agreement provides both parties with appropriate audit rights that are reasonably necessary to ensure appropriate payments consistent with any agreed upon payment methodology.
	
	
	
	

	2.12  Any audit rights held by either party are described with sufficient specificity, are mutual (if appropriate), and are reasonable in time and scope.
	
	
	
	

	2.13  The Agreement satisfactorily addresses what happens if, as a result of an audit, the Provider or Payor determines there was an under-payment or over-payment (I.e., payment time line, appeal rights, etc.), and includes specific time line for all settlements to avoid take-back requests.
	
	
	
	

	2.14  The Agreement (or policies referenced therein) clearly set forth fair, reasonable and timely appeal procedures.
	
	
	
	

	2.15  The appeal procedures set forth in the Agreement do not provide for final and binding decisions unless such decisions are made by a "neutral party" (I.e., not the Plan's medical director).
	
	
	
	

	2.16  The “hold harmless” clause in the Agreement only prohibits the Provider from billing the patient for Covered Services and not services that do not constitute Covered Services such as: services which are included in a Payor's listed exclusions; services that would have been covered but with respect to which the patient has exhausted any coverage limits; and services denied by the Plan on the basis of medical necessity.
	
	
	
	

	2.17  The Agreement contains satisfactory provisions to address payment for services in the event of subsequent adverse eligibility determinations or subsequent adverse coverage (benefit verification, medical necessity) determinations.
	
	
	
	

	2.18  The Agreement addresses the Plan's ability (when, how, under what circumstances, if any) to down-code as part of its claims adjudication process.
	
	
	
	

	2.19  The Agreement allows for the submission of interim bills for "lengthy" and/or "high costs" hospital stays.
	
	
	
	

	2.20  The Agreement sets for the time period during which rates remain effective.
	
	
	
	

	2.21  The Agreement satisfactorily addresses what happens when the rates expire.
	
	
	
	

	2.22  If the Agreement contains a consumer price index (CPI) adjustment, it sufficiently identifies the applicable index and measurement period.
	
	
	
	

	2.23  If the Agreement provides for a fixed compensation regardless of the volume or value of services provided (I.e., per diem arrangements, case rates, capitation, percentage of premium, etc.), it clearly set forth all services that are excluded and included within the payment.  Billing codes reflect codes utilized by Rockford Health System charge master.
	
	
	
	

	2.24  If the Agreement includes provisions for sharing/distribution of funds/pools __ formula used to determine how pools/funds are financially funded, defined criteria and formula used for distribution, who conducts the calculations, how verifications are performed, how any disputes regarding a calculation are resolved, and when and how payments are made, etc.
	
	
	
	

	2.25  The Agreement clearly defines the methodology for renegotiating rates.
	
	
	
	

	2.26  The Agreement includes penalty for failure of Payor(s) to pay claim in agreed time frame: - charge interest on unpaid balance    - revert to paying billed charges.
	
	
	
	

	2.27  Changes to the fee schedule/reimbursement methodology cannot be made without Rockford Health System's approval or renegotiations of the terms of the Agreement.
	
	
	
	

	2.28  Services by CPT-4 Codes covered under Primary Care Capitation must be clearly defined and consistent with community practice standards.
	
	
	
	

	2.29  Physician reimbursement based on Medicare Fee Schedule must always reflect current year fee schedule by January 1 of the next fiscal year.
	
	
	
	

	2.30  MCO must agree to convert to new Healthcare Financing Administration’s (HCFA) fee schedule by January 1 of the next fiscal year.
	
	
	
	

	2.31  If Physicians are reimbursed by MCO's own fee schedule, at least a market basket reimbursement analysis of highly utilized CPT-4 codes by specialty area must be included as an attachment or exhibit to the contract.  The Agreement must define when fee schedules are updated providing 30 days advanced notice to Physicians prior to the effective date.
	
	
	
	

	2.32  The Agreement includes a rate escalator for multiple contract years if utilizing MCO's own fee schedule.
	
	
	
	

	2.33  Anesthesia reimbursement must include American Society of Anesthesiologists (ASA) units, time intervals, conversion factor and ASA billing guidelines for anesthesia.  Reimbursement for pain management services must be defined on the Reimbursement Schedule.
	
	
	
	

	2.34  The Physician fee schedules must include defined reimbursement for pharmaceuticals/supplies and codes not valued by Medicare.
	
	
	
	

	2.35  MCO defines how Physicians will be reimbursed for:  assistant surgeon, multiple surgical procedures and obstetrics (OB) cases.
	
	
	
	

	2.36  With respect to payments based upon a number of enrollees (I.e., capitation payments), the Agreement clearly sets forth: what members are included in the defined population; how retroactive additions and deletions are handled; what the "auto" assignment policies of the Plan are (for those members that fail to make primary care provider (PCP) election); the Provider's audit rights with respect to the accuracy of capitation payments and adjustments thereto; the time when payments are made and the period of time covered by the payment; and any minimum membership threshold, etc.
	
	
	
	

	III. Operation/Administrative Issues
	
	
	
	

	3.1  The Agreement clearly sets forth the Payor's obligation (as applicable) to make prompt utilization management (UM) determinations, claims determinations, eligibility and/or benefits verification, and develop and disseminate clear procedures for claims submission, and other procedures necessary for the effective administration of the Agreement.
	
	
	
	

	3.2  The Plan's utilization management policies and procedures are consistent with our internal practices and policies.
	
	
	
	

	3.3  The Plan has furnished Provider with a complete list of all services requiring authorization/pre-certification.  Plan defines information required to certify/authorize services.
	
	
	
	

	3.4  The Plan clearly defines referral procedures/requirements.
	
	
	
	

	3.5  The Plan defines specific services that are not included in the Agreement (Mental Health, lab, etc.), lists Providers who are contracted to provide carve-out services, and defines how Provider will be reimbursed if authorized to provide services on an interim or stat basis.
	
	
	
	

	3.6  The Agreement addresses specific areas related to determining member eligibility/verification such as: 1) member must have identification card provided by Payor(s) or another means of identifying acceptable to Provider; 2) if Provider unaware individual is a member and learns of eligibility after timely filing requirements have expires; and 3) MCO verified eligibility at time of service but later determined member was ineligible.
	
	
	
	

	3.7  The quality assurance requirements in the contract are reasonable.
	
	
	
	

	3.8  The grievance procedures set forth in the contract are reasonable.
	
	
	
	

	3.9  We can adhere to all administrative requirements set forth in the Agreement as drafted or with some minor internal operational modification.
	
	
	
	

	3.10  The Agreement satisfactorily addresses our ability to terminate the Provider-Patient relationship with respect to members who are habitually non-compliant, inordinately disruptive or combatant.
	
	
	
	

	3.11  The Agreement adequately and satisfactorily addresses the Payor's credentialing requirements.
	
	
	
	

	3.12  The credentialing requirements are reasonable (the information requested is not overly burdensome) and appropriate (reasonably related to credentialing activities) and based on NCQA/URAC requirements.
	
	
	
	

	3.13  The credentialing policies/agreement defines the time frame to complete credentialing process, how Provider will be notified and consistency of effective date.
	
	
	
	

	3.14  The Agreement and/or policies must include provision that MCO must agree to accept all physicians that meet credentialing standards.
	
	
	
	

	3.15  If the Agreement requires us to share credentialing information with respect to physicians on our medical staff, it provides that we are not required to provide any such information without the physician's written consent and satisfactorily addresses who is responsible for obtaining the physician's written consent.
	
	
	
	

	3.16  With respect to the sharing of medical information, the Agreement only requires us to share medical information to the extent mandated by law or consistent with laws and regulations relating to patient confidentiality and satisfactorily addresses who is responsible for obtaining the patient's consent and under what circumstances.
	
	
	
	

	3.17  The Agreement addresses compensation for copying of medical records.
	
	
	
	

	3.18  The Agreement allows the Provider to "credential" the health plan for financial solvency.
	
	
	
	

	3.19  Any record keeping requirements are clearly defined and reasonable.
	
	
	
	

	3.20  The Agreement allows both parties to publicly announce the "participation" relationship between them but requires the prior written consent of the other party before additional descriptive information is used in marketing materials or other documents.
	
	
	
	

	3.21  The "notice" requirements in the contract (including those requiring the Provider to notify the Plan of specified events/occurrences within specified time frames) are fair and reasonable.
	
	
	
	

	3.22  The Agreement clearly sets forth the Payor's electronic billing and electronic remittance capabilities and our obligations with respect to the same.
	
	
	
	

	IV.  Preferred Provider Organization (PPO) Considerations
	
	
	
	

	4.1  The Agreement clearly defines what persons or entities constitute a "Payor".
	
	
	
	

	4.2  All persons and entities who constitute a "Payor" meet at least the following minimum requirements; they are directly financially responsible for payment of Covered Services pursuant to the terms of the benefit plan; and they have entered into a written agreement with the contracting party pursuant to which they agree to pay for all services rendered in accordance with the Provider Services Agreement and otherwise comply with the requirements applicable to Payors set forth therein.
	
	
	
	

	4.3  The Agreement requires the PPO to provide the Provider with a detailed listing of all Payors that is routinely updated as necessary (at least quarterly).
	
	
	
	

	4.4  The Agreement allows the Provider to terminate the entire Agreement for the nonpayment of one Payor, terminate the Agreement selectively as to a specific Payor upon reasonable notice; and terminate the Agreement selectively as to a specific Payor on all expedited basis in the event that the Payor fails to pay, repeatedly pays late or generally engages in unfair (dilatory) payment practices.
	
	
	
	

	4.5  The Agreement clearly sets forth the PPO's obligations to develop and disseminate a Provider Manual covering all matters material or the successful and efficient administration and operation of the Agreement (I.e., billing procedures, eligibility verification, Payor information, etc.)
	
	
	
	

	4.6  The Agreement contains provisions that enable the Provider to monitor the  financial solvency of any Payor.
	
	
	
	

	V.  Legal Considerations
	
	
	
	

	5.1  The Agreement requires both parties to have adequate insurance limits.
	
	
	
	

	5.2  Any indemnification clause contained in the Agreement is limited to indemnification against the acts or omissions of the party or the party employees (not agents) and requires a tender of defense.
	
	
	
	

	5.3  The Agreement does not provide for a waiver of co-payments and/or deductibles with respect to Medicare beneficiaries unless the Plan is a risk contractor.
	
	
	
	

	5.4  Any exclusivity provisions or requirements contained in the Agreement are appropriate, reasonable, and have been approved by Legal Services.
	
	
	
	

	5.5  Any "most favored nations" clause is appropriate, reasonable, and has been approved by Legal and Corporate CFO.
	
	
	
	

	5.6  The confidentiality clause contained in the Agreement meets the following minimum requirements: 1) is limited to rate and other information which is truly confidential and proprietary; 2) does not apply to information which is available in the public domain or is otherwise available to either party from any non-qualified sources; and 3) does not prohibit either party from disclosing information pursuant to a valid court order, subpoena or other compulsory legal process or is reasonably necessary to defend against or assert, any claim.
	
	
	
	

	5.7  Any non-solicitation provisions contained in the Agreement are clear, fair and reasonable and specifically exclude general solicitations not specifically directed to the Plan's members and notification to member regarding the termination of the Provider Agreement and the Provider's contained participation in other plans.
	
	
	
	

	5.8  Any binding mediation or arbitration provision contained in the Agreement meets the following minimum requirements:  institution of arbitration does not require the exhaustion of certain informal, non-binding, dispute resolution processes which could result in the untimely filing of an arbitration claim; there are provisions for some type of interim partial payment pending outcome of the dispute resolution process; the Provider is entitled to interest if it prevails and the prevailing party must pay the reasonable attorney fees of the non-prevailing party; the Agreement contains an express warranty that any Payors who may access Provider's services pursuant to the Agreement is contractually bound to participate in an arbitration process identical to that required in the Provider Agreement; and the Agreement contains the necessary "Notice of Binding Arbitration" clause above the signature blocks.
	
	
	
	

	5.9  The Agreement does not permit assignment without the other party's prior written consent.
	
	
	
	

	5.10  The Agreement requires either party to provide notice to the other party in the event of the change of ownership or control or the transfer or sale of substantial assets.
	
	
	
	

	5.11  The contract adequately addresses the impact of new or modified laws, regulations, rulings or interpretations thereof upon either party's obligations and financial expectations under the Agreement if the law materially impacts either party's obligation or reasonable financial expectation in the event that the parties are unable to reach agreement with respect to satisfactory amendment which conforms the Agreement to the new or modified law in a manner which preserves the original obligations and expectations of the parties.
	
	
	
	

	5.12  If the Agreement is an agreement between providers (I.e., subcontract or a contract between a hospital and a provider sponsored network or Plan), the contract meets the following minimum requirements: the duration of the contract is at least one (1) year, and the compensation is based on FMV, does not vary based on the volume or value of referrals or business between the parties (except for Physician Incentive Plan's approved by Legal Services) and is the result of arms length negotiations.
	
	
	
	

	Source: Rockford Health System, 2011. Reprinted with permission. 
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