
Understanding the Business of Health Care

Kelley Lopez, Director of Labor Issues
Dave Lang, AGP Governmental Affairs and Public Policy

Matthew Szlapak, Director of Human Resources
Jim Tate, Health Care Benefit Expert

January 28, 2018

Jeff Maher




Challenges we all face as Union Leaders
• Layoffs 

• Staffing reductions 

• Reduced COLA or wage adjustments 

• Reduced benefits

• Pension Funding Issues

• Health Care is 3-5 times more expensive than retirement funding 

• Impacts of SALT Exemptions



Same Old Game 

•Take it and play the same old game? 

•Ask questions and change the playing field 

•Find your advocate

•Plan and Execute a long term strategy of success  



Plan Types

Union-Sponsored
Fully-Insured (off-the-shelf)
Self-Insured with or without Stop Loss (Union assumes risk)

Employer-Sponsored
Fully-Insured (off-the-shelf)
Self-Insured with or without Stop Loss (Employer assumes risk)



Plan Design Overview

•PPO, HMO, POS, EPO, Indemnity

•Consumer Choice (High Deductible Plan or HDHP)

• Contribution limits: $3,450 single / $6,900 family

• HDHP requirements to be HSA eligible:
• Minimum deductible: $1,350 single / $2,700 family
• Maximum out-of-pocket: $6,650 single / $13,300 family

•HSA (Health Savings Account) – not FSA or HRA
• Triple tax-free and unused funds roll over yearly into retirement



Picking a path and Changing the discussion

•What is the definition of Insanity? 

•How or do you involve yourself in your employers Health 

Care discussion?

•Do you know or understand how the system works?
If no, then how do you advocate? 

•Today we are going to give you the tools and questions to 

change the discussion



The Business of Health Care 

•How are rates determined? 

•Have you heard the word “trend” in your discussions about 

Health Care? 

•Can your plan design be improved? 

•Difference between contributions and premiums?

•How does your advocate get paid? 



The Business Model 

•Administration Third Party Administrator 

•Networks - how the doctors get paid 

•Rx/PBM –Pharmacy and how much we pay for prescriptions 

•Stop Loss/Re-insurance or Large Claims Management  

•Broker fees/commission 

•Disease Management   



The Parts of a Policy 

• Administration – How claims get paid - the TPA (Third Party 
Administrator) Claims Professional or HR Person.

• Stop Loss – same as re-insurance, can be aggregate (whole group) 
and/or individual stop loss set at a pre determined level. 

• Pharmacy Benefit Manager – determines drug pricing 
• Network – determines price paid for care, procedures, xrays etc
“buying” the doctor 

• Claims – cost of service given
• Broker Commissions/fees - Trust fees held back 
• Reserves – Hold back for claims (Runout, IBNR, Risk Corridor) 



Claims and rate renewals 

•Size does matter – Small groups of 50  payers or less are 

Community Rated – What is Health Care inflation where you 

live/work?

•Mid-Size – 50 -150 payers; closer to 150 you are experience-

rated; otherwise, a blend of community and claims 

experience

•Large-Size – Completely claims-experience for renewal     



The A , B and Cash of Health Care

•Higher admin costs mean less for claims

•What does transparency mean in the business of health 

care?

•What you pay matters, whether its commissions, drug 

pricing or claims administration 

• Information is power



Who is our advocate in the process?!

•Who is your broker?
How are they paid?

Who do they answer to?

When was the last time you went to bid for brokerage service?

Have you seen the brokerage contract?



Claims

• Are the claims the claims?

• Is your renewal based on billed, not discounted, charges?

• Who audits your claims?

• Is your TPA incentive based? 

• Data? What are you seeing? Care trends? Usage?

• Opportunities to cost contain or educate

• Large Claims – the real story



Pharmacy 

•20-35% of your Health Insurance expenditures
•What exactly are you paying? Reference-based pricing? 
•Who gets refunds and buy downs, incentives? 
•Are there opportunities to cost contain or bypass traditional 
delivery systems? ALS Fire Departments are Pharmacy 
providers  

•Can you negotiate directly on High Cost and designer Rx?
•Brand vs Generic
•Know your data? 
•Can We own our own PBM Contract? 



Gaining Control 
• Participant Audit

• If full service, ask for data - more the better, Pharmacy, Claims, reserves 

• Get rid of bonus structure, loyalty book bonus, etc.

• If Partially or Fully Self Funded/Insured  – Broker Contract pay directly, 

PBM, Large Claims management, Disease Prevention, real Wellness, 

Outreach, Consider Clinic 

• Group with smaller FD’s or area employers to create competition   



The Future 

•What is next for Health Insurance?

•How do we get control? 

•Opportunities that exist today   



As we see it….

•Create incentives to use the right providers

•Reference-Based Pricing 

•Micro Networks – know where your members are going for 

service and make deals with those providers 

•Direct Provider Contracts – Radiology 



As we see it….continued

•Phone/Internet Health Conferencing 

•Health Clinics – Control the flow 

• IAFF Wellness Fitness for all family members/retirees 



Closing remarks 

•Know where the money is!

•What kind of insurance suits your employer? 

•Ask for data, audit claims, reserves and fees paid

•Who is your Broker?



Closing remarks 

•Are the Claims the Claims? 

•What opportunities exist

•Broker Change?

•Union-Sponsored or Employer-Sponsored?
• Fully-Insured or Self-Insured?

•Own the PBM Partner with other FDs or Local Unions

•Form a Trust?



Questions? 

Thanks for listening 

Use your resources:

•PEP

•ALTS workshops 

•IAFF 



BREAK….
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I N T R O D U C I N G

THE 
IAFF

S O L U T I O N
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 Facts in the Marketplace

 A Solution that Works

 Why We are Different

 Next Steps

T O D A Y ’ S  A G E N D A
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THE HIGH COST OF 
HEALTHCARE IS 
NOW, MORE THAN 
EVER, MAKING 
HEADLINES.

The Problem
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Hospital  Mark-Up
300-2,000%

H A R D  T O  B E L I E V E ?
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Time… follows the
money… right down
to the 10,000%
markup on
acetaminophen
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Chances are you have been strategically battling to reduce your escalating 
healthcare costs, however, the hospitals  just in Texas have reported profits 
(DFW, Houston, San Antonio, Austin).

14-15 $2,914,294,676
13-14 $2,719,994,016
12-13 $2,665,279,310
11-12 $1,958,734,327
10-11 $1,568,929,425 64 with Profit
09-10 $2,477,843,773 19 with Loss
08-09 $2,330,385,659
07-08 $1,981,836,333

Aggregate 8 year total: $18,617,297,519
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Top 15 States in the U.S. with Highest Markups
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Average
Hospital A 320%
Hospital B 372%
Hospital C 770%
Hospital D 772%
Hospital E 1,564%
Hospital F 578%
Hospital G 540%

Average
Hospital H 745%
Hospital I 603%
Hospital J 328%
Hospital K 455%
Hospital L 698%
Hospital M 820%

No discount can offset these inflated markups
Source: American Hospital Directory
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Average CT Scans

Hospital A 320% 2,696%
Hospital B 372% 2,074%
Hospital C 770% 4,230%
Hospital D 772% 9,163%
Hospital E 1,564% 3,333%
Hospital F 578% 2,277%
Hospital G 540% 1,428%

Average CT Scans
Hospital H 745%      10,429%
Hospital I 603% 5,878%
Hospital J 328% 2,314%
Hospital K 455% 1,864%
Hospital L 698% 9,522%
Hospital M 820% 3,529%

No discount can offset these inflated markups
Source: American Hospital Directory
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‘08 ‘09 ‘10 ‘11 ‘12 ‘13 ‘14

HEALTHCARE 
COST

PPO DISCOUNT RATES
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To the Rescue???
“Getting a 50% or even 60% discount off the chargemaster price of an item 
that costs $13 and lists for $199.50 is still no bargain.”

Excerpt from
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APOs
O R  A L L P R O V I D E R
O R G A N I Z AT I O N S

P P O s  H A V E  B E C O M E
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Everyone Pays
More!

A N D  T H E  R E S U L T S ?
E V E R Y  Y E A R
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Summary Billing
T R A N S P A R E N C Y ?

R E A S O N A B L E  C H A R G E S ?
A C C U R A C Y ?

There are “Limited Audit” Provisions in PPO Contracts!
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Hi-Lex Controls Vs. Blue Cross Blue Shield of Michigan 

 BCBS of MI Paid Hi-Lex $6.1 million in verdict due to marking up hospital claims by as 
much as 22%. 

 BCBS did not disclose provider network fees, contingency/risk fees, and other-than-
group subsidy fees. They even trained employees to downplay these hidden fees.

 Cannot audit PPO contracts because they are confidential agreements between 
Hospital and BUCA carriers.

 Blue Cross of Illinois - “keeps up to 15% of PPO discount”- disclosed in fine small print 
in 5500 

 PPO Differential Fee

Source: http://wendellpotter.com/2015/05/court-case-shows-how-health-insurers-rip-off-you-and-your-employer/

http://wendellpotter.com/2015/05/court-case-shows-how-health-insurers-rip-off-you-and-your-employer/
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I A F F  M E M B E R S
P U R C H A S E  M E D I C A L  S E RV I C E S  I N  T H E

S A M E  T R A N S PA R E N T  M A N N E R
A  C I T Y  B U Y S  R AW  M AT E R I A L S ,

S U P P L I E S  A N D  S E RV I C E S ?
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What if…
I N S T E A D  O F  S U B J E C T I V E

D I S C O U N T S  O F F  O F  B I L L E D
C H A R G E S ,  YO U R  P L A N  PA I D

P R OV I D E R  C O S T  +
A  R E A S O N A B L E  M A R G I N ?
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I N T R O D U C I N G

Cost + A Fair Margin
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A  PA RT N E R S H I P  W I T H  G PA ,
A  L E A D I N G  T PA  +

E L A P ,  T H E  L E A D E R  I N
F I D U C I A RY  P ROT E C T I O N
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A S  OF  J UN E  2015 ,  T H E R E  AR E  
241  G PA  COST  P LU S  C L I E NTS ,  

I N C LUD I N G GPA’S  OW N  H EALT H  PL AN ,
W I T H  AN  AV E R AG E

Savings of 31%
F ROM  T H E I R  PR E V I O US  PPO PL AN S

GPA is the founding ELAP TPA (2007)
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S T E P  1
Physician Only 
Services

Access PPO for 
professional services.
Abandon network of 
medical facilities.
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S T E P  1
Physician Only 
Services

Access PPO for 
professional services.
Abandon network of 
medical facilities.

S T E P  2
Modify Plan 
Document

Install Smart Plan 
language for GPA Cost 
Plussm reimbursement 
methodologies. 

ELAP is named as 
co-fiduciary.
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S T E P  1
Physician Only 
Services

Access PPO for 
professional 
services. Abandon 
network of 
medical facilities.

S T E P  2
Modify Plan 
Document

Install Smart Plan 
language for 
GPA Cost Plussm

reimbursement 
methodologies. 

ELAP is named as 
co-fiduciary.

S T E P  3
Claims Audit

Audit ALL in-
patient and out-
patient facility 
claims applying 
the GPA Cost 
Plussm formulas, 
as per the new 
Plan language.
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S T E P  1
Physician Only 
Services

Access PPO for 
professional 
services. Abandon 
network of 
medical facilities.

S T E P  2
Modify Plan 
Document

Install Smart Plan 
language for 
GPA Cost Plussm

reimbursement 
methodologies. 

ELAP is named as 
co-fiduciary.

S T E P  3
Claims Audit

Audit ALL in-
patient and out-
patient facility 
claims applying 
the GPA Cost 
Plussm formulas, 
as per the new 
Plan language.

S T E P  4
ERISA Based 
Approach

ELAP handles all 
claims appeals 
on behalf of the 
employer and 
responsible for 
legal defense 
of plan.
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S T E P  1
Physician Only 
Services

Access PPO for 
professional 
services. Abandon 
network of 
medical facilities.

S T E P  2
Modify Plan 
Document

Install Smart Plan 
language for 
GPA Cost Plussm

reimbursement 
methodologies. 

ELAP is named as 
co-fiduciary.

S T E P  3
Claims Audit

Audit ALL in-
patient and out-
patient facility 
claims applying 
the GPA Cost 
Plussm formulas, 
as per the new 
Plan language.

S T E P  4
ERISA Based 
Approach

ELAP handles all 
claims appeals 
on behalf of the 
employer and 
responsible for 
legal defense 
of plan.

S T E P  5
Protect the 
Plan Member

Protect member 
with expert 
attorneys from 
balance billing 
from providers 
or collection 
agencies at no 
additional costs.
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Plan with 1,000 Covered EEs = 20,450 Medical Claims in Plan-Year

94% of 
all claims

FACILITY
6% of all 
(1,250 claims)

19,200 
CLAIMS

1,000

210

40

Professional Claims
 Physician, lab, x-ray
 Paid in physician-only PPO
 Never sent to ELAP for audit

No balance bill or appeal

Resolved via attorney letter 
or appeal response

Ongoing disputes for 
ELAP to defend

 Group Savings
$1,500,000
(at $150,000
per 100 EEs)

 40 Disputes for
ELAP attorneys 
to defend (4 per 
100 EEs)

ELAP is responsible for cost of defending
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Claim 
Incurred

At Facility Provider

Claim Sent
To GPA

Claim 
Audited

and Paid

Provider 
Appeals

To Health Plan

4%
Provider 

Balance Bills
Patient

15%

ELAP 
Handles
Appeals and 

Maintains 
Fiduciary Status

Patient 
Notifies

ELAP of 
Balance Billing

ELAP 
Handles
Balance Bill 

via ERISA
Appeals Process

Provider 
Accepts

Payment in Full

81%
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The Big Difference
W H AT  S E T S  U S  A PA R T:

W E  A S S U M E  T H E  C O - F I D U C I A RY  S TAT U S .
W E  P ROT E C T  YO U R  P L A N .

W E  P ROT E C T  YO U R  P L A N  M E M B E R .
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 Likely lower member contribution and/or improved benefits

 Guaranteed legal protection in the event of a balance 
bill/collection effort attempt

 Member accesses physicians through a national PPO network

 GPA Cost Plussm is a facilities bill ONLY. On average, only 
1 in 10 members utilize facility-based services.

Member Advantages
W

H
Y
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Let’s Address the Elephant in the Room

 Will my employees be denied care by facilities?
 Will my employees credit be impaired?
 Will the employees and health plan 

be protected?

With GPA Cost PlusSM

you won’t need to worry.
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Will my employees be denied care? 

2012 – April 2015

Outside of Dallas-Forth Worth Area Dallas-Forth Worth Area

Audited Claims 73,936 15,076

SPC (Single Patient 
Contract) 208 428

% of SPC’s .28% 3%

All members received the healthcare services they needed.
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On average, only 2-4 members (per 100) on your 
plan will be contacted by a collection agency.

Will my employees’ credit be impaired?

Being contacted by a collection agency 
DOES NOT = credit impairment
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 Fair Debt Collection Practices Act – protects employees 
against harassment and unlawful credit impairment

 Fair Credit Reporting Act - regulates the collection, 
dissemination, and use of consumer information, 
including consumer credit information

Do you know about the laws in place to 
protect against unfair credit practices?
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Will the Health Plan be Sued?

F RO M  J U LY  2 0 0 8  TO  A P R I L  2 0 1 5 ,  T H E R E  W E R E
A P P ROX I M AT E LY  1 5 0  L AW S U I T S  F I L E D

W I T H  C O S T  P LU S  C L I E N T S .

All Were Successfully 
Defended or Dismissed
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 15% of audited claims have resulted in a member being balanced billed
 Lawsuits have impacted only 0.3% of members—successful resolution
 Balance bills, lawsuits and appeals have resulted in incremental plan costs of 0.6%

Consistent Performance
Total # of Claims Facility Claims

Balance Bill

Appeals

90% – Physician Claims (not audited by ELAP)

81% – Payment Accepted

10%

15% 4%
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 By order, United States District Judge, April 25, 2012
 Case NO. 4:11-CV-15 (CDL), won on Motion for Summary Judgment
 In the United States District Court for the Middle District of Georgia

http://www.elapservices.com/site/default/files/Order%20Granting%20Defendants-msj_0.pdf

Defending the Plan
C O U R T  C A S E  V I C T O R Y  T O  C O N F I R M  S T R AT E G Y
“…The question presented in this action, however, is not simply whether the 
(hospital’s) charges were “reasonable” or “customary,” but the issue is 
whether they were covered under the Plan…”

W
H

Y
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 Employer has a much lower cost for their entire medical 
benefits program

 Puts you back in control of your medical benefit plan

 Stop-loss coverage typically realizes significant reductions 
(Premium & Attachment Points)

 ELAP assumes a co-fiduciary status in the plan document

 Employer is protected from legal action related to GPA Cost Plussm

Employer Advantages
W

H
Y
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 Executive team and HR are on board with GPA 
Cost PlusSM mission

 Employer has a reasonable communication strategy with 
employees

 Monthly/quarterly communication discussions with HR

 Share savings at renewal

Success Keys
W

H
Y
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T H E  M O S T  E F F E C T I V E  M E A N S  O F
R E D U C I N G  T H E  R I S I N G  C O S T

O F  M E D I C A L  S E RV I C E S  AVA I L A B L E
W H I L E  P ROV I D I N G  S E C U R E

P ROT E C T I O N  F O R  YO U R
VA LUA B L E  E M P LOY E E S
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Our Partner
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 Nurse Navigator 

 Benefit Advocate

 Technology Support

GPA Cost PlusSM Member Support
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At GPA, we are qualified to assist with ELAP 
support, in the following areas:
• Customer Service Department 
• Nurse Navigator 

– Locate efficient, cost-effective 
physician and facility providers

– Schedule appointments 
• Member Advocates 

– Proactive member outreach
– No financial surprises

GPA Cost PlusSM Member Support
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 Electronic outreach campaigns to members
 Text messaging capabilities for facility claims
 Print communications
 Customer service
 Account management
 IT support
 HealthWatch
 Reporting
 Compliance

HR Corporate Support



69

John will log into the GPA Mobile app on his mobile 
device, click on “I have received a collection notice” or 
“I have received a balance bill,” take a picture of it and 

submit the claim through the secure messaging 
feature which goes directly to ELAP.

John can now track and view his response from ELAP and the 
progress of the claim anytime, anywhere.

John Smith is on the road three weeks out of every 
month. When he finally checks his mail, he has 

received a balance bill from a provider or a 
collections notice. What now? 

Member Support

When a member receives a balance bill, 
how do they resolve the issue?

Without having to be in the office, 
at a desk or go to HR.
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Catalogue of resources available via the GPA 
member portal and mobile app, including:
 Integrated messaging directly with ELAP
 Ability to track message responses and 

check claims status
 Balance bill support videos
 Helpful facts for balance bills
 Balance bill forms and reminders

Member Portal & Mobile App



Win an iPad Mini!
Submit your workshop and overall evaluations to be automatically 
entered in two drawings for a new iPad mini!

Complete your evaluations using the IAFF Frontline App
1.   Open the Frontline App and click on the “……”      

symbol in the top left corner by the logo
2.   Select “sign in” and login with your iaff.org username
3. Click the “Events” icon and select ALTS
4. Select “Sessions” and click on the workshop 

you attended
5. Click “Session Evaluation”
6. Complete the evaluation
7. Click “Submit”
For the overall evaluation, follow steps 1, 2, and 3 then click 
“Overall Event Evaluation”

Winners will be announced February 16, 2018
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