COMMONWEALYH OF PENNSYLVANIA
DEPARTMENT OF PUBLIC WELFARE
PO, BOX 2675
HARRISBURG PENNSYLVANIA 17105-2675

KEVIN T. CASEY
Deputy Secretary . TELEPHONE NUMBER: (717) 787-3700
Office of Developmental Programs FEB 21 2008 FAX: (717) 787-6583

Dear ICF/MR Provider;

The purpose of this correspondence is o inform you a change is being made to the way
claims are processed for all NonState ICF/MR programs.

Federal reqguiation at 42 CFR Part 447 — Payment for services §447 45(d) (reiating to
timely processing of claims) sets forth that the Department will pay 90 percent of clean claims (a
claim which can be processed without obtaining additional information from the provider of the
service or a third party) within 30 days of the date of the receipt. The practice of paying clean
claims within 30 days of receipt, but not sooner, by holding the claim in processing is called
“Prudent Payment”. Medical Assistance Bulietin 89-06-04, effective April 1, 2006,
(Attachment 1) implemented prudent pay for ali providers enrolled in the Medical Assistance
(MA} Program that render services to MA recipients in the Fee-for-Service delivery system with
a few exceptions noted on a chart attached to the bulletin. One exception in that chart was the
NonState ICF/MR program.

The Department of Public Welfare has made the decision to begin implementing
prudent pay for the NonState ICF/MR program effective April 2008.

The impiementation will be phased in beginning April 2008, Clean claims will be held for
seven days in April, fourteen days in May and the full implementation of 21 days will begin June
2008. Since the financial site cycle begins every Saturday, the implementation chart which was
included with the original bulletin in 2006 has been updated to reflect the 2008 calendar and is
attached to the builetin {Attachment 11).

NenState ICF/MR providers who bill during the first few days of the month may see little
or no change in their payment receipt, which now normaily occurs during the third week of the
month. The issue of Prudent Pay will be discussed at the ICF/MR Task Force Meeting
scheduled for April 2, 2008.

I you have any questions conceming this action, please contact Ms. Kathleen Deans, of
my staff, at (717) 783-5774 or by email at kdeans@state.pa.us .

Sincerely,

g~
P

. Kevin T. Casey

Attachments
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Prudent Payment of Claims James L. Hardy, Deputy Secretary
Office of Medical Assistance Programs

PLEASE NOTE: This Bulletin obsoletes Medical Assistance Bulletin Number 99-06-
03, “Prudent Payment of Claims”, issued March 1, 2006. There was an error on the chart
on page 2 describing examples of how prudent payment will affect the payment of claims.
This chart has been revised.

PURPOSE:

The purpose of this bulietin is to notify providers that the Department of Public Welfare
(Department) will implement Prudent Payment for the provider types and provider specialty
codes listed on the attached Prudent Payment chart.

SCOPE:

This Medical Assistance {(MA) bulletin applies to all providers enrolled in the MA Program
that render services to MA recipients in the Fee-for-Service delivery system.

BACKGROUND:

Federal regulation at 42 CFR Part 447 — Payment for services § 447 45(d) {relating to
timely processing of claims) sets forth that the Department will pay 90 percent of clean daims (a
claim that can be processed without obtaining additional information from the provider of the
service or a third party) within 30 days of the date of receipt. The practice of paying clean claims
within 30 days of receipt, but not sooner, by hoiding the claim in processing is called "Prudent
Payment’ and is consistent with general business standards.

In accordance with Federal regutations, general business standards and prudent
management of the taxpayer's money, the Department will ‘hold’ clean claims up to 21 days from
receipt before processing the claims through the weekly Financial Cycle. The remaining 9 days
will be used to produce a Remittance Advice, to clear the claim for payment and to have the
payment mailed or paid via ACH (Automated Clearinghouse).

COMMENTS AND QUESTIONS REGARDING THIS BULLETIN SHOULD BE DIRECTED TO:

The appropriate toll-free number for your provider type

Visit the Office of Medical Assistance Programs website at www.dpw.state pa. usfomap
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Effective April 1, 2008, with few exceptions as noted on the attached Prudent Payment
chart, the Department will implement Prudent Payment for all providers enrolled in the MA
Program who are not already subject to Prudent Payment.

PROCEDURE:

Claims will be procassed through the claims processing edits and audits as they are
currently. The Prudent Payment process of holding the claims will occur after the daims have
been processed and are ready for the Financial cycle. Only paid claims are subject to prudent
pay provisions. Denied claims are exempt.

The Prudent Payment process will be impiemented in three monthly increments for the
provider types and provider speciaity codes identified on the attached Prudent Payment chart,
beginning April 1, 2006. The initial monthly increment will hold clean claims for seven days
before processing the claim through the Financial cycle. The second increment, which will be
effective the second month after implementation, will hold clean claims for 14 days before
processing through the Financial cycle. The third increment, which will be effective the third
month after implementation, will hold clean claims for 21 days before processing through the
Financial cycdle. The Department will implement Prudent Payment in a manner that assures
compliance with Federal regulation 42 CFR Part 447-Payment for services § 447.45(d).
NOTE: Providers shouid continue to submit their claims in their normal manner.

An example of how prudent pay will affect the payment of daims:

‘ CLAIM RECEIVED FINANGIAL RA DATE
Current process 47372006 4/8/2006 4/10/2006
1% step ~ 7 days 47372008 4/15/2006 4/17/2008

2™ step - 14 days 5/1/2006 52002000 512212006
3 step - 21 days 8/5/2006 71172006 71312006
Thereafter TH712006 8/1272006 8/14/2006

Billing instructions to submit a new claim if a submitted claim does not appear on a
Remittance Advice within 45 days remain in effect.

Please see the attached revised chart




HIHACTIIEN [ L

. | CLAMRECEIVED | FINANCIAL T 'RA DATE - CHECK DATE
Current process 4/1/2008 4/5/2008 41712008 4116/2008
1% step — 7 days 4/1/2008 4/12/2008 4/14/2008 4/23/2008
2nd step - 14 days | 5/1/2008 511712008 511972008 5/28/2008
3" step ~ 21 days | 6/2/2008 6/28/2008 6/30/2008 719/2008
Thereafter 71172008 7126/2008 7/28/2008 8/6/2008




