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HEALTH PLAN COST TRANSPARENCY

Recently passed legislation and related regulatory
guidance will require insurers and group health plans to
provide new information detailing provider reimbursement
rates. Treatment cost estimates will also need to be
provided in advance to plan participants. Responsibility
for much of what is required by these new rules will rest
with the insurance carrier or the plan’s third-party
administrator (TPA). This summary is designed to help
employers prepare for their role in implementation of the
requirements and understand the impact they may have
on their plans.

Background

The health plan cost transparency rules (the transparency
rules) contain two principal requirements. First, carriers
and health plans will need to make a data file publicly
available that will provide detailed data on plan reim-
bursement rates for different providers. Secondly, plans
will need to provide an advanced estimate of the cost to
participants for medical services covered by the plan.

It is important to note that employers who sponsor a
group health plan generally do not have access to
provider reimbursement rates. For fully-insured plans,
the carrier will be required to produce the data files and
provide the advanced cost estimate. However, for self-
insured plans, the employer will still be responsible to
ensure their plan complies. In these cases, employers
will need to depend on their TPA to produce the
provider reimbursement data necessary to comply.
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Cost Data Files

Beginning in 2022, insurers and health plans must
publicly post three reimbursement rate data files.

* The In-Network Rate File — All applicable rates paid
to in-network providers for all covered items and
services (including negotiated rates, underlying fee
schedules, etc.);

e The Allowed Amount File - Billed charges and
allowed amounts for covered items and services
provided by out-of-network providers; and

e The Prescription Drug File - Negotiated rates and
historical prices for prescription drugs furnished by
in-network providers.

The files must be updated monthly and made publicly
available on an insurer’s or plan’s website free of charge.
As stated earlier, employers, even self-insured
employers, generally do not have access to provider
reimbursement arrangements. Fully insured employers
will be able to rely on the carrier to produce and make
public these files. However, self-insured employers
should check with their TPA to ensure that they will be
capable of producing the required data on behalf of the
employer sponsored health plan.

Advanced Cost Estimate Disclosure

Beginning in 2023, at the request of a participant, plans
and insurers must disclose in advance an estimate of the
participant’s expected cost-sharing for covered items or
services. The estimate must take into account the
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participant’s plan design and the reimbursement
arrangement for that particular provider. It may be
helpful to think of this requirement as providing a
participant with an advanced explanation of benefits
(EOB) that attempts to estimate what the participant will
pay out-of-pocket for upcoming or planned medical
care. This disclosure can only be an estimate and will
not necessarily reflect actual amounts the patient is
charged once the medial care is provided.

The cost estimate disclosure must include the following
seven elements:

e Estimated Participant Cost-Sharing Liability;

* The Participant’s Accumulated Amounts;

¢ [n-Network Contractual Rates;

e QOut-Of-Network Allowed Amounts;

e |tems And Services Content List for A Bundled
Payment Provider Arrangement;

e ANotice of Prerequisites (e.g. pre-auth requirements)
To Coverage; and

e A Disclosure Notice.

To emphasize the point once again, most employers will
not have the data or technology required to produce
these cost estimate disclosures. As with the data files,
carriers will be responsible for producing the cost
estimates for fully insured plans. Self-insured employers
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will need to work with their TPA or other service provider
to prepare these “advanced EOBs.”

Summary

Most employers feel that cost transparency is generally
a positive development, and advanced estimates of
out-of-pocket costs will help participants plan for the
financial impact of medical care. However, making the
reimbursement rates that plans and carriers pay to
various providers publicly available has the potential to
significantly change the nature of health plan and provider
relationships. It remains to be seen what kind of impact
this will have on health plan costs going forward.

As always, should you have any questions, please contact your
Parker, Smith & Feek Benefits Team. While every effort has been
taken in compiling this information to ensure that its contents

are totally accurate, neither the publisher nor the author can
accept liability for any inaccuracies or changed circumstances of
any information herein or for the consequences of any reliance
placed upon it.

An AssureX Global Partner

800.457.0220  //

www.psfinc.com

2



