
The Basics of an EOB
By Elizabeth W. Woodcock



EOB →
Explanation of Benefits
Explanation of Payments
Remittance or “Remit” for short

The documentation submitted to the medical practice that provides a record of what the insurance 
company is paying – or has decided not to pay. It is typically transmitted electronically, but may be 
received on paper. 
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Charge Allowance

This is the price; it is usually 

established for each CPT® 
code (aka line item). This 
may also be referred to as 
the “fee.” The CPT code is 

the main driver of the price, 
but reimbursement may be 
influenced by other factors.

Providers normally don’t 
get paid what they charge 

– in fact, they rarely do. 
Instead, each payer has a 

payment they are 
‘allowed’ to get. This is 

often called an 
‘allowance’ or an 

‘allowable.’

Payment

The payment should equal the 
allowance, but it can come 

from the guarantor (who is often 
the patient, but may be a 

spouse, parent, etc.) – and/or 
the payer providing coverage. 

Most often, multiple parties 
make up the ‘correct’ payment.

The difference between the 
charge and the allowance 
is the ‘Contractual 
Adjustment.’

The difference between the 
allowance and the 
payment is the ‘Bad Debt.’ 
(It also includes any 
uncollectable charges.)
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Let’s look at an example… 

Charge Allowance* Payment

$150 $57.45 $50.00 Copayment

$7.45
Payer’s 

Payment

99212 CPT® Code for Level 2 Office Visit 10-19 minutes for an Established Patient

$92.55 Contractual 

Adjustment
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*2022 Medicare National Payment Amount for Non-Facilities (ie, Physician Offices)
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https://x12.org/index.php/codes/claim-adjustment-reason-codes

CARCs & RARCs:


