ARTICLE

No Surprises Act

Financial Implications for Emergency Departments

The No Surprises Act legislation requires health insurers to cover emergency services without
prior authorization and regardless of health plan network status. Under the legislation,
the health plan must cover emergency services as if they were in-network. Patient cost-sharing
is based on a “recognized amount,” e.g., 20% co-insurance. In-network deductibles and
out-of-pocket maximums apply. Balance billing is prohibited.1
In this article, we explore the financial implications to emergency departments in twenty of the largest Metropolitan
Statistical Areas (MSAs). FTI Consulting completed an analysis of two common emergency department codes — 99284,
Level 4 visit and 99285, Level 5 visit — that account for most emergency department visits. Levels of care vary based on
comprehensiveness of the history and physical examination, and complexity of decision-making. The analysis does not
consider the hospital facility fee, which for Levels 3-5 could reach thousands of dollars. The average emergency department
visit cost was $1,389 in 2017.2

All healthcare is local
FTI Consulting analyzed emergency department claims data from the twenty largest MSAs. In-network claims accounted
for 96.6% of the sample; out-of-network were 3.4%. Out-of-network claims are highest in Texas (Dallas, Houston, Fort Worth)
and Tampa, Florida. On a weighted average basis, out-of-network reimbursement was 28%-34% higher than in-network
reimbursement.
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Level 5 Visit: 99285
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Analysis
The No Surprises Act is particularly focused on out-of-network
claims. Providers and health plans can no longer bill patients
beyond their in-network cost-sharing amount. Collection
of the differential will be subject to negotiation and,
if unsuccessful, an Independent Dispute Resolution process.3
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The fundamental question involves payment for services
beyond in-network contracted rates. A regression to
the median contracted rate could result in a significant
reduction in high-margin revenues. The magnitude of the
financial reduction is also dependent on the number of
out-of-network claims.
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Financial risk is state- and MSA-dependent; 33 states have
full- or partial-balance billing protections. The state laws
exclude enrollees of self-funded plans, approximately 64%
of the commercial population.4,5 Median allowed amounts
per CPT code vary significantly among MSAs. MSAs with
the highest reimbursement often, but not always, have the
highest percentage of out-of-network claims.

Alternative analysis
The original methodology reflected whether an individual
claim was paid as in-network or not. An alternative analysis
was based on whether the provider of an individual service
was a member of the payer’s network. The results were
similar, with the exception that approximately 23% of claims
were derived from out-of-network. The literature suggests
18% of emergency services visits resulted in at least one
surprise bill, though with significant geographic variability.6
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Bottom line
The No Surprises Act will affect the specialties with the
greatest out-of-network reimbursement: emergency
medicine, anesthesiology, pathology/laboratory medicine
and radiology.7 Our analysis suggests a granular approach
is necessary on a specialty and market basis to estimate
the impact of the No Surprises Act. The major provider
risk is a decline in prices to the median contracted rate
should an Independent Dispute Resolution (IDR) process
be necessary. Alternative positions are possible during the
negotiation periods.
The views expressed herein are those of the author(s) and not necessarily the
views of FTI Consulting, Inc., its management, its subsidiaries, its affiliates, or
its other professionals.
FTI Consulting, Inc., including its subsidiaries and affiliates, is a consulting firm
and is not a certified public accounting firm or a law firm.
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