INDUSTRY SPOTLIGHT

DRIVING EFFICIENCY IN

HEALTHCARE PAYMENTS
Like many other sectors, the healthcare industry is continuously looking for ways
to improve efficiency and productivity. Electronic payments can support these goals
by reducing costs, improving payments accuracy (resulting in fewer disputes) and
optimizing working capital.
According to a recent survey of healthcare firms,
the top three factors driving adoption of electronic
payments by healthcare firms are reduced overall
payment costs (60%), better cash management
(60%) and removing some of the paperwork from
the A/P department (45%).20
However, the healthcare industry is seen as
laggard in electronic payment adoption. This is
due to several factors:
• Complexity of the healthcare payments
environment. The number of stakeholders
(hospitals, individual practitioners, health
insurance firms, government agencies, patients)
means that payment cycles tend to be much
longer than in other industries.
• Continued reliance on paper-based systems
for healthcare administration in general, and
healthcare payments in particular. According
to the 2014 CAQH® Index, about half of claim
payments and remittance advice transactions
remain manual. The CAQH Index also found that
the average cost to healthcare providers of a
manual transaction is more than $5, compared
to $1.60 for an electronic transaction.21
• Growing administrative burden from new
regulations. According to a 2014 study,
administrative costs account for 25% of U.S.
hospital spending, more than twice as much as
Canadian hospitals.22
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ELECTRONIC PAYMENT PROCESSING INCREASES
EFFICIENCY IN PROVIDER-PAYER TRANSACTIONS
Many providers (hospitals, medical practices)
continue to receive their healthcare claim
payments and Explanation of Benefits (EOB) on
paper. For a given payment, the paper check
comes attached to the EOB in a packet in the mail.
The provider must deposit the check in the bank
and manually update their Practice Management/
Accounts Receivable System (PMS) with the
details from the EOB to update patient accounts.
Check payments do not require any type of EDI
enrollment with the payer and do not require
any additional technology to receive or process.
Reconcilement of receivables to bank deposits is
also easier because paper EOBs and checks are
received together, whereas Electronic Remittance
Advices (ERAs) are sent in different files and
at different times than the Electronic Funds
Transfers (EFTs). Many providers use lockbox
services for check processing and key entering of
EOB data. A lockbox service can help to simplify
the handling of incoming payments for providers,
but it is not without its disadvantages. Mailing
checks and manually processing them takes time.
Manual entry can have a high incidence of errors
(and disputes). Also, using a lockbox service to
process incoming payments can be costly when
compared to electronic processing. However,
providers may not have the option to receive
ERAs/EFTs from certain types of payers, such
as Workers' Compensation, Auto, or Property
and Casualty.

DRIVING EFFICIENCY IN HEALTHCARE PAYMENTS
RECEIVING PAYMENTS ELECTRONICALLY
The most common form of electronic payment
to providers is EFT. New healthcare regulations
mean that EFT payments sent via the ACH
network are now considered a HIPAA transaction
and health plans are now required to provide EFT
payments if requested by a provider. Since the EFT
Standards Final Rule became effective in 2014,
EFT payments have increased more than 150%.23
Receiving claim payments and remittance advice
information electronically can help increase the
speed of payments by eliminating time in the
mail as well as significantly reducing the need
for manual handling of payments upon receipt.
Funds can be directly deposited into the provider’s
bank account as soon as the next day* after being
released by the payer, and remittance advice
information can be uploaded directly into the
PMS if the provider receives a corresponding
ERA. Some providers also opt to take advantage
of services such as PNC's Reassociation service,
where PNC warehouses ERAs until the matching
payments are received and then transmits fully
funded ERA files to them. The result is that credits
can be posted to patient accounts more accurately
and faster, especially with Reassociation, because
the provider does not need to validate that the
payments were received.
Another growing electronic payment type in
healthcare is the Virtual Card. With this method,
payments for healthcare claims are made to
providers via single-use Virtual Cards. Information

about card payments are delivered to providers
via online display, fax, email or mail, and
providers key the card information into their
merchant services systems (equipment,
software or web site used to process patient card
payments) to process payments. Payments can
then be deposited into providers’ bank accounts in
as soon as 1-5 business days.*
Since they are a form of electronic payment,
Virtual Cards provide many of the same benefits
as an EFT payment. Moreover, because Virtual
Cards may not require payer enrollment,
providers may prefer to receive them for payments
from health plans that are not frequently used.
Payers enjoy the benefits of providing electronic
payments, along with a rebate that often occurs
when issuing card payments.
In summary, whether using EFT or Virtual Cards,
electronic payments can get funds to providers
quicker, at a lower cost and with less risk than
paper checks.
PNC HEALTHCARE AND REMITTANCE ADVANTAGE
Over 25 years ago, PNC launched PNC Healthcare
to serve the unique needs of our healthcare
clients. Today, we work with more than 1,600
healthcare organizations across the country,
including payers, providers, pharmacies, Medicare
fiscal intermediaries and government agencies.
PNC Healthcare has been at the forefront of
innovation in the healthcare payments space,
providing industry-leading products and services.

HOW A TYPICAL PNC REMITTANCE ADVANTAGE PAYMENT WORKS

Bank

Remittance Advantage

ERA
Insurance Payer
Originates an
835 Claim Payment File

Remittance Advantage Portal
• Sends electronic claims payment
to provider’s bank account
• Posts electronic remittance
advice (ERA)
• Sends email notifying provider
that ERA is available for review

Email

Provider
• Logs into Remittance
Advantage Portal to
view ERA
• Has access to funds in
bank account

* Funds may not be available for immediate withdrawal. Please see the applicable funds availability policy for your account to determine
when your funds may be made available
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One of our most popular products in the
healthcare space is Remittance Advantage,
an online network of payers and providers
for enrollment and delivery of electronic
claim payments and remittances. Remittance
Advantage—the only bank-sponsored solution that
has earned CAQH CORE® Phase III certification—
provides multiple payment and remittance options,
with PNC able to create the most appropriate
payment and remittance format for each provider
while meeting the federal government mandates
for 835 file formats and content.
There is no cost for providers to enroll in
Remittance Advantage, which has led to broad
adoption within the industry—a significant benefit
for payers. The Remittance Advantage web portal
provides a wide range of support, including online
enrollment, delivery of EOBs in both humanreadable and Electronic Data Interchange (EDI)
formats, enhanced search tools, online bank
account management, self-administration tools
and payment reporting.
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In addition to providing innovative products,
PNC Healthcare provides comprehensive support
to our healthcare clients. This support includes
implementation specialists, who offer onboarding
support to help your organization achieve a
successful implementation and adoption of
new products and programs.
Following implementation, we provide account,
technology, product and innovation staff dedicated
to supporting the needs of healthcare clients.
Our commitment to the healthcare sector is also
seen in our participation in industry events and
leadership of many industry committees, as well
as development of a range of thought leadership
assets for our clients.

To learn more about PNC Healthcare,
contact your Treasury Management Officer.
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This PNC Payments Solution News was prepared for general information purposes and is not intended as legal, tax or accounting advice or as recommendations to engage in any specific transaction,
and does not purport to be comprehensive. Under no circumstances should any information contained in this newsletter be used or considered as an offer or commitment, or a solicitation of an offer
or commitment, to participate in any particular transaction or strategy. Any reliance upon any such information is solely and exclusively at your own risk. Please consult your own counsel, accountant
or other advisor regarding your specific situation. Neither PNC Bank nor any other subsidiary of The PNC Financial Services Group, Inc. will be responsible for any consequences of reliance upon any
opinion or statement contained here, or any omission.
PNC, PINACLE and ActivePay are registered marks of The PNC Financial Services Group, Inc. (“PNC”). All other trademarks are the property of their respective owners.
Bank deposit, treasury management and lending products and services are provided by PNC Bank, National Association, a wholly owned subsidiary of PNC and Member FDIC.
Lending and leasing products and services, including card services and merchant services, as well as certain other banking products and services, may require credit approval.
The American Express trademarks, logos and service marks ("Marks") are the property of American Express and other parties.
MasterCard is a registered trademarks of MasterCard International Incorporated.
Visa & Visa IntelliLink are registered trademarks of Visa International Service Association in the United States and used under license.
DISCOVER is a trademark of Discover Financial Services or their respective third-party owners.
Apple, iPad & iPhone are registered trademarks and & Apple Pay™ is a trademark of Apple Inc., registered in the U.S. and other countries.
SAMSUNG is a trademark of SAMSUNG in the United States or other countries.
Google®, Google Wallet™ & Android™ are trademarks of Google Inc., used with permission.
Microsoft is a registered trademark of Microsoft Corporation in the United States and other countries.
PayPal is a registered trademark of PayPal, Inc.
Barclays is a registered trademark owned by Barclays Bank PLC.
Overstock is a trademark of Overstock in the United States and other countries.
Expedia® is a registered trademark of Expedia, Inc.
Tungsten is a trademark of Tungsten Corporation plc and protected by law.
EMV is a registered trademark in the U.S. and other countries, and is an unregistered trademark in other countries, owned by EMVCo.
CAQH CORE®, the CORE-certification/Endorser Seals and logo are registered trademarks of CAQH® Copyright 2010, Council for Affordable Quality Healthcare®. All rights reserved.
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