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Retroactive Denials: What They Really Reflect 
A retroactive insurance claim denial is a claim that an insurer pays only to find that the claim should 
not have been paid. This can incur for several reasons. Health plans engage in audit and program 
integrity efforts to ensure that all claims are paid appropriately. Claims may be retroactively denied 
or reversed for the following reasons: 
 

• The insurer discovers that another insurer should have been first in line to pay the claim 
such as worker’s compensation or auto insurance; 

• The member was not insured by the health plan at the time the service was delivered due to 
disenrollment from the plan. This often occurs when a member changes jobs; 

• A prior authorization was granted but the provider failed to provide documentation for the 
service as requested, did not bill for the service authorized or billed for other services that 
also required a prior authorization; 

• The service is not a covered benefit; 
• The provider is not in the health plan’s network; 
• The claims were paid but they are actually contracted as a bundled payment; 
• Wrong CPT codes or provider filed duplicate claims. 

 

 
 
Let’s explore this with real-world examples: 
 

1. Duplicate Payment 
Dr. Twain performs a scheduled, pre-authorized procedure and submits a claim to the insurer. 
Due to a billing system issue, the same claim is submitted twice. Both claims are initially 
processed and paid. Later, through the health plan’s audit process, it is identified that the 
service was already paid in full, and the second payment was a duplicate. The duplicate claim 
is reprocessed and the payment is reversed. 
 
2. Bundled Payment 
Jane has a total knee-replacement at MA Hospital, which is paid under a single bundled 
payment covering all related services. The surgeon, Dr. Nee submits a detailed claim with 
multiple line items for each component of the procedure included in the bundled payment. Dr. 
Sonno submits a separate claim for anesthesia services, despite their inclusion in the bundled 
payment. Both claims are initially paid as submitted. Later, it is identified that Dr. Sonno’s 
services were already accounted for in the bundled payment, and the extra payments are 
reversed to align with the contract.  
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3. Wrong Insurance on File  
Sarah’s doctor receives prior authorization for a procedure scheduled for August 3 while she is 
enrolled in her employer-sponsored plan. Sarah is laid off on June 16 and loses coverage. She is 
offered COBRA but instead starts a new job with coverage effective July 1. She has the 
procedure on August 3, during the COBRA election period. The provider has her old insurance 
on file and submits the claim to her former insurer. The claim is processed and paid. Later, it is 
confirmed that Sarah did not elect COBRA and had new active coverage on the date of service. 
Because her former plan was not responsible for payment, the claim is reprocessed and the 
payment is reversed. The claim is then submitted to her new insurer and paid appropriately.  

 
Both health plans and providers rely on automated, rules-based systems to process a high volume 
of claims and ensure they are paid correctly. The ability to reprocess claims after payment is a 
necessary and standard part of this system across Medicare, Medicaid, and commercial coverage. 
It ensures that claims ultimately meet eligibility, coverage, billing, and contractual requirements 
once complete information is available. 
 
These safeguards are essential to ensure that services are paid appropriately, by the correct payer, 
and in accordance with coverage and contract terms, and to correct payments when those 
conditions are not met. If this process were restricted, plans and public programs would be forced 
to retain payments that should not have been made, including for services that are not covered, not 
medically necessary, or billed to the wrong payer, driving significant improper spending and higher 
costs across the system. 
 


