
PROVIDER PITFALLS 

When beneficiaries provide insurance information or present insurance cards to their 
provider, they may not be aware that they have multiple sources of insurance, may not 
have all cards with them, or may have outdated cards.  

Providers may fail to attach the primary payer’s explanation of payment when 
submitting a claim to a secondary payer, requiring resubmission to the secondary payer.

Potential Pitfalls to Watch Out for 
in Identifying Third Party Liability   
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Coordination of benefits is challenging for any 
health plan, but Medicaid plans face particular 
difficulties. Medicaid plans cover a broader range 
of benefits than commercial plans, leaving fewer 
administrative resources available for identifying 
third party liability. Further complicating matters, 
unlike other forms of insurance, Medicaid 
beneficiaries may have multiple breaks in 
coverage in a single year which causes data to 
quickly become outdated. 

However, if they can overcome these challenges, 
Medicaid plans have the greatest opportunity 
to save money through accurate COB because 
Medicaid is always the payer of last resort. 
Although many people mistakenly believe 
that Medicaid beneficiaries are not eligible for 
private insurance, approximately 13 percent 
of beneficiaries report having other coverage. 

To make the best determinations, plans need 
access to frequently updated, high quality, and 
(ideally) inexpensive data from multiple sources, 
but this data remains elusive. Here are eight 
common pitfalls that make identifying third party 
liability extremely complicated—and costly—for 
Medicaid plans. 

If they can overcome 
these challenges, Medicaid 
plans have the greatest 
opportunity to save money 
through accurate COB 
because Medicaid is always 
the payer of last resort.”

www.caqh.org/solutions



VENDOR PITFALLS

Because many vendors rely on indirect sources of data such as claims records, the data 
they deliver is often fragmented, outdated and incomplete. 

Variable per-record or percentage-based fees are unpredictable, expensive and prevent 
plans from budgeting effectively. 

A potential conflict of interest arises when vendors focus on both identification and 
recovery. These vendors may withhold third-party liability information until a claim 
comes through, only sharing it with the plan after the vendor bills for recovering the 
payment.       

Fragmented, outdated and incomplete data also creates provider and member abrasion, 
which place a significant administrative burden on call centers and departments such as 
claims and provider relations. 

STATE PITFALLS 

State agencies lack the funds to have robust internal COB units, relying instead on 
health plans or costly vendors to provide data. However, the systems and processes 
states use to store data do not communicate well with health plan systems, resulting in 
outdated or inaccurate information. 

States often hire the same vendors as health plans, creating another potential conflict 
of interest.  
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CAQH, a non-profit alliance, is the leader in creating shared initiatives to streamline the business of healthcare. Through collaboration and innovation, 
CAQH accelerates the transformation of business processes, delivering value to providers, patients and health plans. Visit www.caqh.org to learn more.

Looking to avoid these pitfalls? This COB Solution Evaluation Checklist can help you 
determine if your Medicaid plan would benefit from a different COB approach.

https://www.caqh.org/sites/default/files/solutions/cob-smart/cob-solution-evaluation-checklist.pdf

