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Committee Meeting Notice
HOUSE OF REPRESENTATIVES

Health & Human Services Committee

Start Date and Time: Thursday, January 16, 2014 08:30 am
End Date and Time: Thursday, January 16, 2014 11:00 am
Location: Morris Hall (17 HOB)

Duration: 2.50 hrs

Discussion of the state employee group plan:
--Jeff Dykes, Division of State Group Insurance, Department of Management Services
--Tony Holmes, Mercer Health and Benefits

--Tom Johnston, EmployerDirect Health Benefits
--Ralph Weber, MediBid

NOTICE FINALIZED on 01/08/2014 15:18 by Iseminger.Bobbye
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Mercer Health and
Benefits



Tony E. Holmes, FSA, MAAA, FCA

Current Experience

Tony is a Partner in the Atlanta office of Mercer Health and Benefits (“Mercer”). He is
Mercer's Consumerism Practice Leader for the South, and a South region and Georgia
spokesperson and subject matter expert for healthcare reform, national survey
information, and emerging strategies and best-practices with large public and private
organizations.

Experience

Tony assists clients with healthcare strategies and innovations, health care reform,
emerging market solutions, and financial analysis, as well as alignment with their
broader strategic HR and total rewards programs. Tony was recognized nationally in
2012 as the year's “Most Innovative Partner/Consultant” by the Institute for HealthCare
Consumerism.

Tony has consulted in Atlanta for over twenty years on healthcare, human resource and
employee benefits to private and public organizations in all industries, including several
states, healthcare and higher education organizations throughout the South, ranging in
size from a few thousand to several hundred thousand employees. He has held senior
management positions with a health insurance company. He was formerly a
Principal/Partner in Atlanta with two other prominent consulting firms, where he also held
office and regional practice leadership roles.

Education

Tony received a Master of Actuarial/Mathematics degree, and a Bachelor in General
Studies degree with high distinction from the University of Michigan. He is a Fellow of
the Society of Actuaries, Fellow of the Conference of Consulting Actuaries, and a
Member of the American Academy of Actuaries. Tony is a regular speaker on strategic,
technical, health care reform, industry and innovative trends, consumerism and
consumer directed healthcare issues. He routinely presents to public and private
associations and events, and is a contributing speaker at numerous financial, HR,
consumerism and health management conferences. Tony is routinely quoted in national
and regional publications, including The Wall Street Journal and The Atlanta Journal-
Constitution.
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Blue CrossPlan

Compare Plans

Route Three Plan

o

M Stop loss pays

u Stop loss pays

B Pian pays

m Plan pays

H Deductible

B Deductible
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Transparency Matters

Cost Per Procedure ($) - Greater SF Bay Area MSA
M Low Cost W High Cost

Colonoscopy

$24,913
$21,577

$16,779

Hernia Repair Gall Bladder  Cardiac Cath No
Angio or Stents

$32,337

Arthroscopy

10:1

4:1 9:1 21

9:1

High Cost : Low Cost Multiple
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Driver #7-Administration

Growth of Physicians and Administrators
1970-2009

- P;ysiéians
! Administrators

1975 1980 1985 1990 1995
Source: Bureau of Labor Statistics; NCHS; and Himmelstein/Woolhandler analysis of CPS




Driver #8-Complexity
Ty —————

Social
Securisy

—1J]
=

Patient Protection & Affordable Care Act, P.L. 111-148;
Health Care & Education Reconciliation Act, P.L. 111-152
Prepared by: joint Economic Commitiee, Repubiican Staff

Congressman Kevin Brady, Seniar House Republican
Senator Sam Brownback. Ranking Member
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UNSUSTAINABLE

The rising cost of healthcare

SPECIAL
POINTS OF
INTEREST:

MEDIBID ©201 4

The Market Place for Medicine® Helps
Reduce Health Care Costs.

are affected by the mainte-
nance of the status quo.
We continue to work in a
system based on price fix-
ing and lack of transpar-
ency.

Since the cost of health

When doctors
are allowed to
compete on qual-

ity and price, the Healthcare costs have been

rising for many years at a
rate that outpaces wage
inflation. Starting January
2014, this trend will get
even worse as some of the
more costly mandates of

best way to keep costs
down. But that’s NOT
how people currently buy
health care. We pay pre-
miums to insurance compa-
nies, who in turn pay for
the care provided and use

patient wins.

Lack of transpar-
ency accounts for
up to 16% of your

healthcare spend

according to

the Affordable Care Act insurance is based on the Preferred Provider Net-
(ACA) take effect. Under cost of medical care multi-  works (PPO) for

the ACA deductibles “discounted” pricing.
must decrease, cost PPO prices often vary by

1,000% within their net-
work for any given pro-
cedure, but consumers of
healthcare are oblivious
of these prices when the
care is received. Instead
of transparency and a
market-based approach,
pricing is completely
opaque. Without pricing
transparency, competi-
tion between providers is

reductions for healthy
groups will vanish, and
there will be reduced
competition among
healthcare providers as
well as healthcare fi-
nancing companies.
Businesses that offer
health benefits to their
employees have al-
ready been forced to
make some tough choices,

INSIDE:

Copyright © MediBid 2013. All rights reserved. May not be reproduced or printed

Mandates &
Coverage

plied by the number of

Amount of Care

Used

Cost of
Medical Care

Woaste & Abuse

Sales Charges

Access or PPO
Fees

and things are about to get

WOrseE.

For decades we have fo-
cused on the cost of insur-

times we use it, focusing on
reducing the cost of insur-
ance is a strategy that will
never be effective no mat-
ter how many times we try.

ance rather than the cost of

care. Since 1996, reim-

bursement rates under

Medicare have been sched-

uled to decrease almost

every year, but these rate
decreases have never been
implemented. Given that
reimbursement rates under
PPO contracts are often a
multiple of Medicare rates,
almost all private payers

Successful CFOs usually
tender out large purchases
in a “Request for

Quote” (RFQ), or competi-
tive bidding process. Each
bidder is given the same
specs and submits a silent
bid based on known vari-
ables. Businesses know
that competitive bidding
with transparency is the

reduced, and there is little
incentive to reduce costs.

PPOs often reimburse pro-
viders at a lower rate than
what is shown to the plan
sponsor and employees.
Sometimes they charge a
“hidden access fee” based
on a percentage of savings
of charged vs. pre-
negotiated rates.
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At MediBid.com you can do just what diligent CFOs do with each and every
medical procedure: “...tender out medical service purchases via RFQ and bid-
ders submit a silent bid based on known variables.

Seekers of medical services create their health profiles and submit a request for specific
services.

The MediBid needs-matching search engine then pings all of the matching medical practi-
tioners. The Bidders then create their customized bids, and the Seeker receives an alert
each time a bid is submitted.

Upon acceptance, Bidders and Seekers are introduced to each other.

Seekers can review the quality parameters of the Bidders such as training, education, and
experience, then make a decision based on quality, cost, and value.

Employers give incentives to employees (such as reverse co-pays) for electing to use
lower cost providers. This solution is the only one in the market which focuses on the cost
of care, not the cost of insurance, and provides the following:

1. Transparency of quality and cost = Value

2. Competition among providers via RFQ

3. Middle-men are cut out of the equation, allowing a further cost
reduction

4. Employees are given the tools and the financial incentives to make
value decisions which reduce costs

“Knowing
what increases
healthcare
costs is the

first step in

reining them

»

in.

Knowing what increases healthcare costs is the first step in reining them in. Cost drivers
include:

Mandates & Coverage Waste & Abuse Cost of Medical Care
Amount of care used Fraud Administration
Taxes Sales charges Access or PPO Fees

By far the largest drivers are: Mandates & Coverage, Waste & Abuse, and the Cost of
Medical Care.

UNSUSTAINABLE THE RISING COST OF HEALTHCARE
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Healthcare Cost drivers

Mandates are set by legisla-
tion, and little can be done by
employers to change man-
dates.

Coverage refers to what the
plan covers. For example, a
plan which

covers

MRIs will

cost more

than a plan

which cov-

ers x-rays.

Waste

and

Abuse

refers to

(1) the

ordering of

unneces-

sary tests

and proce-

dures and

(2) over-

payment

for the

treatment

received.

This is

largely due to plan inefficien-
cies, and poor incentives and
controls.

Cost of Medical Care is
driven up by Preferred Pro-
vider Organizations or PPOs.
This is the part of most
health insurance plans which
gives “negotiated discounts”
with certain medical provid-
ers. The question that few
CEOs ask is: “Discount ver-
sus what?” Medical care is
usually billed by doctors and
facilities at rates between
300% and 1,000% of Medi-
care rates. Insurance compa-

nies “re-price” these claims
and give an artificial dis-
count. Carriers don’t always
pay the providers the dis-
counted rates, as sometimes

they “down-code” to a proce-

dure which carries a lower

reimbursement or charge a
hidden “access fee”. Other
times they deny or decline
the claim, which can even
happen after the employer
and employee have been
billed. Since payers have one
contract with providers and
another with employers, they
can pay the provider a lower
amount than they bill the em-
ployer. This could represent
a loss of millions of dollars
to large employers.

Amount of Care Used is
usually incentivized by low

deductibles, poorly designed
plans, lack of “skin in the
game”, or annual plan de-
ductibles, which once met
eliminate consumerism. This
item is a multiplier of the
cost of care. In other words,

“Many years
ago the
product we
purchased
was “Medical
Care”.
Today the
product is
“healthcare”,
which is
simply

the greater the cost, the more medical care

this driver increases costs.
Ask us about alternatives.

financing.”

Fraud refers to the billing
of services not received,
and is frequently unde-
tected. CFOs must de-
mand plan audits, espe-
cially in self-funded plans
governed under the Em-
ployee Retirement Income
Security Act (ERISA).
The plan administrator
should act as fiduciary to
protect plan assets.

UNSUSTAINABLE THE RISING COST OF HEALTHCARE
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Healthcare Cost drivers continued

HINT: It may not serve you to
have the administrator audit the
plan.

Administration, Taxes and
Sales Charges combined, gener-
ally amount to only 15% to 20%
of the plan costs. Premium taxes
vary slightly from state to state
and have been increased by the
Affordable Care Act (ACA).
Self-funded plans do a good job
reducing all of these charges, yet
very little can be done to reduce
them in fully insured plans.

Access or PPO Fees...
Commercial health insurance
companies and Third Party Ad-
ministrators (TPAs) usually
charge a “rental fee” for the PPO
Network. This fee grants access
to a selected list of doctors and
facilities who have agreed to pro-
vide services at certain rates.
Contrary to the way it is posi-
tioned, these fees actually IN-
CREASE the cost of care. They
provide artificial discounts on
artificial prices, much like stores
that mark up prices in the fall
just to put them on sale for
Christmas. This gives an illusion
of offering a good deal, but in
reality is misleading the con-
sumer. With medical care, these
“discounts” often have variations
of up to 1,000% in one network,
in one city, for one procedure.
PPO discounts usually increase
costs since the employee rarely
knows the reimbursement level

of their provider. It is usually bet-
ter to save the PPO access fee and
choose a schedule which reim-
burses on a fixed scale.

Although there are many new
companies attempting to offer
transparency, on its own transpar-
ency can’t be monetized. MediBid
is the only company that combines
transparency with

competition and gets rid of a
“price-fixing” model with middle
men fighting for a piece of the pie.

When doctors are allowed to com-
pete on quality and price, the pa-
tient wins.

MediBid doctors and facilities
often perform services for 80%
less than billed rates and 50% less
than Healthcare Blue Book prices.
This, along with properly designed
and managed health plans and em-
ployee incentives, can reduce em-
ployer healthcare costs by 40% or
more. Why do they do this?

Third party payers often pay a
lower amount to the health care
provider than what they charge the
plan sponsor and/or employee. If
providers are paid promptly and
allowed to set their own rates, they
typically receive a similar amount
but with a far lower administrative
burden in billing and collection.
This reduced overhead is usually
passed on to customers.

Many years ago the product we
purchased was “Medical Care”.

UNSUSTAINABLE THE RISING COST OF HEALTHCARE

Today the product is “healthcare”,
which is simply medical care fi-
nancing. Too much time and em-
phasis has been placed on at-
tempting to reduce the financing
costs while there has been no fo-
cus on the cost of care. This is like
trying to reduce the cost of a car
by spending 80% less on the tires
and still expecting the care to
drive safely and efficiently.

MediBid can help you reduce
your healthcare costs, while im-
proving quality and access.
Employers can often realize
reductions in their healthcare
spending between 25% and 40%.

Ralpt Weber AEP, ChEC,

CLU, CFP, GBA, REBC
888.855.6334
Ralph@MediBid.com








