
Education Session I:
What would life look like if we utilized a TPA other 
than Blue Cross and Blue Shield of Illinois?

 August 2020
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4. TPA Claim Payment Timeline and Guarantees
5. TPA Customer Service Standards
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7. Service Categories
8. Next Steps
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Glossary of Insurance Terms

Term Definition

Administrative Services Only 
(ASO) Group

A group (organization) that contracts with a carrier to provide administrative 
and claims payment services according to the group’s coverage criteria.  
The group assumes the risk for the cost of services the subscribers 
receive, rather than paying premiums.

Balance Bill / Billing When a provider bills you for the difference between the provider's charge 
and the allowed amount. For example, if the provider's charge is $100 and 
the allowed amount is $70, the provider may bill you for the remaining $30. 
A preferred provider may not balance bill you for covered services.

Explanation of Benefits 
(EOB)

A summary sent to the member showing how much the plan paid, what the 
employee’s responsibility may be, and any provider write-offs.

Member An individual covered by a Glenbrook health plan.  This includes the 
employee (sometimes referred to as a subscriber), their spouse and other 
dependents.

Third-Party Administrator 
(TPA)

A company that provides operational service such as claims processing 
and employee benefits management under contract to another company.
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What is Blue Cross and Blue 
Shield of Illinois to Our Members?

1
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Functions of a TPA

As an organization that has chosen to manage a self-funded health care 
program, the school district assumes the risk for payment of the claims for 
benefits.  This is different than an organization that enters into a contract 
with an insurance company to offer coverage for employees and 
dependents.

Glenbrook has contracted with Blue Cross and Blue Shield of Illinois 
(BCBS-IL) through an Administrative Services Only (ASO) agreement.  
Through this agreement, BCBS-IL serves as a Third-Party 
Administrator (TPA) and:

● Administers the plan and claims payment services according to the 
district’s health plan parameters; and

● Offers access to its various networks and negotiated “discounts” for 
both outpatient and inpatient hospital services.
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Functions of a TPA

BCBS-IL provides members access to their network, other purchased 
services, and their customer service teams.  Most employees associate 
their insurance coverage with the card that they are mailed from the TPA, 
and the acceptance of that card at a provider.

● In an ASO plan, it is common for 
employees to have multiple cards, as 
different parts of their health benefits are 
outsourced to different TPAs.

● What most employees do not realize is that 
behind the scenes, there are multiple 
companies that support elements of the 
health plan (e.g., stop loss provider).
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Functions of a TPA

Upon receipt of a bill, BCBS-IL will process the claim and pay the provider 
the negotiated price.  The TPA will subsequently bill the school district for 
all claims paid.



8

Functions of a TPA

Once the provider is paid, the employee receives an explanation of 
benefits from the TPA, and a balance bill (if applicable) from the provider.
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● Maintain Network(s) with Negotiated Service Discounts
○ HMO
○ PPO

● Process All Claims Consistent with the Plan Design
○ In-Network and Out-of-Network Coverage Levels
○ Payment Responsibility (Copays, Deductibles, Coinsurance, 

Reinsurance/Stop Loss)
○ Preauthorization / Precertification

● Offers Additional Services (Examples Below)
○ Blue Value Advisor
○ MD Live
○ Wellbeing Management
○ Prescription Benefit Management

Summary of TPA Functions
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Exploring TPAs 
and Their Networks

2
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BUCAH is an acronym that refers to the largest healthcare insurance 
companies:
● Blue Cross and Blue Shield;
● United Healthcare;
● Cigna;
● Aetna; and
● Humana.

Blue Cross was founded in 1929, United in 1977, Cigna in 1982, and 
Aetna in 1853.  Generally speaking, these companies have achieved 
name recognition with consumers across the nation.  According to the 
2018 Kaiser Family Foundation report, the following were the largest 
insurers in Illinois:
● Blue Cross and Blue Shield of Illinois - 71% (1,244,574);
● United Healthcare - 17% (291,364); and
● Carle Holding - 6% (107,657).

Introducing BUCAH
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Another Way of Thinking About Insurance
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TPA Name of Network % of 
Providers Matched

% of In-Patient 
Providers
Matched

% of 
Total Paid $*

Aetna Aetna Choice POS II 83.65%^ 98%
All But 2 Skilled Nursing Facilities

92.18%

Aetna Glenbrook Custom 99.9%** 99.9%** 99.9%**

Blue Cross and Blue 
Shield of Illinois PPO 99.9% 99.9% 99.9%

Cigna OA Plus 87.6% 99.5%
All But 1 Skilled Nursing Facilities

93.01%

United Healthcare Choice+ 85.1% 97% 91.5%

* Total paid dollars for PPO claims.
** Certain providers that are not in the Aetna network will be grandfathered for those currently utilizing.
^ Partly attributed to a large number of chiropractic claims for therapeutic services.

The Horton Group performed a disruption analysis using claim data from January 2019 - 
March 2020 to identify the providers and hospitals utilized by Glenbrook plan members that 
are within the TPA’s network.  The chart below identifies the number and percent of 
individuals in network for each of the listed TPAs.

All TPAs offer multiple networks.  We have identified the network(s) below that most align 
with our current usage.

Network Disruption Report - PPO
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The Horton Group performed a disruption analysis using claim data from January 2019 - 
March 2020 to identify the providers and hospitals utilized by Glenbrook plan members.  The 
chart below identifies the number and percent of individuals in network for each of the listed 
TPAs.

All TPAs offer multiple networks.  We have identified the network(s) below that most align 
with our current usage.

Network Disruption Report - HMO

TPA Name of Network % of 
Providers Matched

% of In-Patient 
Providers
Matched

% of 
Total Paid $*

Aetna OA Aetna Select 83.65%^
98%

All But 2 Skilled Nursing 
Facilities

92.18%

Aetna Glenbrook Custom 99.9%** 99.9%** 99.9%**

Blue Cross and Blue Shield of 
Illinois

HMO Illinois / Blue 
Advantage 100% 100% 100%

Cigna Local Plus -*** -*** -***

United Healthcare Navigate 82% 96% 90.5%

* Total paid dollars for HMO claims.
** Certain providers that are not in the Aetna network will be grandfathered for those currently utilizing.
** Unable to perform a disruption report at this time.
^ Partly attributed to a large number of chiropractic claims for therapeutic services.
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● A provider that is not matched means that the physician, physician group, 
or hospital is not within the TPA’s network.

● In this situation, the member may still visit the provider, however, they will 
be responsible for the out of network cost if covered by a PPO, or the 
entire cost if covered by an HMO.

● As an ASO plan, the school district: 
○ Has the ability to define the out of network costs for PPO plans (e.g., 

employee is typically responsible for 10-20% more than an in-network 
provider); and

○ May also specify in-network costs for specific providers that may not 
be in the network; but

○ This is a sensitive discussion, with significant implications.

● However, redefining out of network costs has financial implications that 
would impact the plan’s premiums (e.g., more expense that needs to be 
provided for through premiums).

What if a Provider is Not “Matched”
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Types of HMOs and 
TPA Networks

3
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HMO stands for Health Maintenance Organization.

● An insurance plan that has its own network of doctors, hospital and 
other healthcare providers who have agreed to accept payment at a 
certain level for any services they provide.

● HMOs offer lower copays and coinsurance, and are very cost effective 
for members that are comfortable being limited in their choice in health 
care providers and hospitals.

● With an HMO, a member’s primary care physician manages the 
member’s overall picture of health and is tasked with coordinating any 
additional care that might be needed through a referral process.

What is an HMO?
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There are two types of HMO models: capitation and fee for service.

● Capitation Model
Under a capitation model, health care service providers are paid a set 
fixed per capita payment for each enrollment person assigned to that 
physician or group of physicians, whether or not that person seeks 
care.

● Fee for Service Model
Under a fee for service model, there are no fixed payments paid to a 
provider.  Alternatively, providers bill for services delivered and are 
paid on predetermined rates for each service.

HMO Models
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Depending on the TPA and the HMO model implemented, HMO plans may 
or may not require primary care physicians and/or referrals for specialists.  
The chart below provides insight into both requirements, based on the 
TPA.

Primary Care Physician and Referral Requirements

TPA Model Primary Care Physician
Required?

Referrals 
Required?

Aetna*^ Fee for Service No No

Blue Cross and Blue 
Shield of Illinois^ Capitation Yes Yes

Cigna Fee for Service Yes Yes

United Healthcare Fee for Service Yes Yes

* Non-emergency out of network coverage requires referrals.
^ If the member is experiencing an emergency and is outside the provider’s treatment area, the member may 
access the closest emergency facility.
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TPA Claim Payment
Timeline and Guarantees

4
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Medical claims are submitted by a provider to the TPA through an 
electronic process.  Each claim is coded utilizing a standardized service 
schedule, and the majority of claims are automatically adjudicated using 
the TPA’s proprietary software system.

Turnaround Time and Accuracy Levels

TPA Average 
Turnaround Time

Average 
Financial Accuracy

Average 
Claim Accuracy

Aetna

Our turnaround time goal is 
to process 90% of all claims 
within 14 calendar days of 
our receipt of complete 
claim and eligibility 
information.
                                                               
As of year end 2019, we 
processed 90% of claims in 
4.37 days in our Bismarck 
member service center. 

Our preferred performance 
guarantee for Financial 
Accuracy is 99%
As of year end 2019, our 
financial accuracy rate is 
99.14% in our Bismarck 
member service center. 

Our preferred performance 
guarantee for Overall 
Accuracy is 95%.
As of year end 2019, our 
overall accuracy rate is 
98.80% in our Bismarck 
member service center. 
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Turnaround Time and Accuracy Levels

TPA Average 
Turnaround Time

Average 
Financial Accuracy

Average 
Claim Accuracy

Blue Cross and Blue 
Shield of Illinois

In 2019, our turnaround 
within 14 calendar days for 
claims was 94.53% and 30 
calendar days claims 
turnaround was 98.89%.
 
*The above represents our 
entire Illinois book of 
business.

In 2019, our financial 
accuracy was 99.7%.
 
*The above represents our 
entire Illinois book of 
business.

In 2019, our processing 
accuracy was 98.43%.
 
*The above represents our 
entire Illinois book of 
business.

Cigna
99% within 10 business 
days; 98% within 22 
business days

99% 97%

United Healthcare

Our most recent national 
average results:
● 99.2% processed within 

10 business days;
● 99.8% processed within 

20 business days.

Our current claim financial 
accuracy is 100%

Our current claim accuracy 
is 99.8%



23

TPAs are ultimately responsible for processing claim payments in 
accordance with the school district’s health plan.  Several TPAs have 
offered claim payment guarantees as part of their service quotation:

Turnaround Time and Accuracy Levels

TPA Services Offered

Aetna

Yes. We have proposed guarantees for our claims turnaround time of 90% within 14 
calendar days. In addition, we have proposed our financial accuracy guarantee of 
99% and total claims accuracy of 95% For complete details please refer to the 
guarantees section of the financial package included in our initial proposal 
response. 

Blue Cross and Blue 
Shield of Illinois

We will provide performance guarantees upon selection as a finalist.

Cigna Not included in quote.

United Healthcare Not included in quote.
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TPA Customer Service 
Standards

5
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Customer Support - Phone Service

TPA Voice Response 
System

Average Time for Agent to 
Answer Call

Average Call 
Abandonment Rate

Aetna Yes

We have an average speed of 
answer  goal of 30 seconds. As of 
year end 2019, the average 
speed of answer is 28.5 seconds 
in our Bismarck member service 
center. 

We have an abandonment 
rate goal of less than 2.5% 
As of year end 2019, the 
abandonment rate is 1.4% 
in our Bismarck member 
service center. 

Blue Cross and Blue 
Shield of Illinois Yes

In 2019, our average speed of 
answer was 24 seconds.

*The above represents our entire 
Illinois book of business.

In 2019, our abandonment 
rate was 1%.

*The above represents our 
entire Illinois book of 
business.

Cigna Yes Our current average speed to 
answer is 22 seconds.

Our current average call 
abandonment rate is 1%.

United Healthcare Yes Our current average speed to 
answer is 30 seconds.

Our current average call 
abandonment rate is 2%.
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Prescription Drug 
TPAs

6
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Some TPAs offer prescription drug programs, while others utilize a 
separate pharmacy benefit manager (PBM).  Below is a summary of data 
provided through the bidding process.

Retail Pharmacy Network

TPA Are Any Major Retail 
Pharmacies Excluded?

Aetna No

Blue Cross and Blue Shield 
of Illinois No

Cigna No

United Healthcare No

CVS Caremark No

Express Scripts No

Optum Rx No
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In addition to retail and independent pharmacies, there is a considerable 
financial benefit for utilizing mail order services.  Below is a summary of 
data provided through the bidding process.

Mail Order Pharmacy Experience

TPA Mail Order Pharmacy Experience

Aetna
We own and operate our home delivery. Our home delivery network of regional 
pharmacies and support facilities operate in unison to process and deliver 
prescription medications as seamlessly and quickly as possible. 

Blue Cross and Blue 
Shield of Illinois

Home delivery services are administered through AllianceRx Walgreens Prime. 
AllianceRx Walgreens Prime was created in April 2017 through a strategic 
collaboration between Prime and Walgreens. AllianceRx Walgreens Prime is home 
to the fourth largest home delivery pharmacy and provides competitive cost 
advantages to clients. Today, AllianceRx Walgreens Prime provides services 
through our home delivery pharmacy located in Tempe, Arizona. 

AllianceRx Walgreens Prime home delivery offers several features and advantages 
over other vendors within the home delivery market, including cost savings, 
enhanced customer service, convenience, and timely and accurate dispensing. 

Cigna Own and operates Express Scripts.
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Mail Order Pharmacy Experience

TPA Mail Order Pharmacy Experience

United Healthcare

Optum RX Mail Service.  We use multiple MAC lists to determine the approved 
ingredient cost of generic medications in the retail setting. This allows us to achieve 
aggressive generic discounts for our customers. We use the predominant retail 
MAC list for calculating the ingredient cost at our Home Delivery Pharmacy. 
However, using the same MAC list at both retail and mail may not yield the same 
level of discount. The different types and volume of medications dispensed at each 
setting drives the overall effective rate of the MAC list.

CVS Caremark Full service provided.

Express Scripts Full service provided.

Optum Rx Full service provided.
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Prescription Drug Lists

TPA Excluded Drugs

Aetna Please refer to the attachment labeled "Aetna Standard Formulary Exclusions.”

Blue Cross and Blue Shield 
of Illinois

The Performance drug list is a managed, standard (non-customizable) drug list 
that is designed with one key objective—to generate savings. It features 
competitive discounts, drug exclusions, and utilization management that drive the 
most cost-effective care while ensuring that people get the medicine they need. 
This efficient drug list drives savings, maximizes rebates, and reduces pharmacy 
costs by:

● Driving utilization toward discounted products by including differentiated 
preferred and non-preferred drugs.

● Excluding non-essential drugs to reduce extraneous costs. 
● Promoting therapeutic alternatives to capitalize on over-the-counter 

availability of therapeutic alternatives and reduce pharmacy costs. 
● Excluding high-cost generic and brand drugs to manage rampant price 

increases from pharmaceutical companies.
Excluded drugs are listed in the Performance Supply Drug List exhibit, which can 
be found in the Exhibits section of this proposal.

Cigna Dependent on chosen Prescription Drug List (PDL).
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Prescription Drug Lists (Continued)

TPA Excluded Drugs

United Healthcare

We consider clinical, pharmacoeconomic and financial factors to determine tier 
placement on our formulary or Prescription Drug List (PDL) for prescription drugs 
or other pharmaceutical products, services or supplies. Prescription medications 
approved by the FDA are included on our PDL; however, some may be 
recommended for exclusion from coverage under the benefit plan. Many standard 
benefit plans exclude coverage for medications for which there are 
Therapeutically Equivalent prescription or over-the-counter (OTC) alternatives.

CVS Caremark Dependent on chosen Prescription Drug List (PDL).

Express Scripts Dependent on chosen Prescription Drug List (PDL).

Optum Rx Dependent on chosen Prescription Drug List (PDL).
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Step Therapy is a prior authorization program that encourages the use of 
less costly yet effective medications before more costly medications are 
approved for coverage. It requires patients to try the step 1 drugs and 
submit a prior authorization to request for coverage for a Step 2 or Step 3 
drug. If the prior authorization isn’t approved, you will either have to pay 
the full price for the Step 2 or 3 drug or take an alternative.

Step Therapy

TPA Step Therapy

Aetna Step Therapy is not included in the Aetna Pharmacy quote for 
Glenbrook HS District #225.  Step therapy can be offered as an option.  
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Step Therapy (Continued)

TPA Step Therapy

Blue Cross and Blue 
Shield of Illinois

Step Therapy is required with the Performance drug list. Step therapy programs 
take a step approach to providing members a drug to help treat their condition. This 
means that members may first need to try a first-line drug before coverage is 
provided for a second-line drug. A first-line drug is usually a generic drug (or 
preferred brand if generics are not available) and represents a more cost-effective 
alternative. Our step therapy program targets high-cost drugs with a potential for 
misuse and those with targeted clinical uses for specific populations.

Our step therapy program includes the following features:
● An algorithm for clinical evaluation, rationale, and references. 
● Established step therapy clinical protocols that support a standard list of 

medications and claims adjudication capabilities.
● Management of drug benefit costs for targeted drugs.
● Consulting to assist reduction of drug spend for specific classes of 

medications with available options, prices, and benchmarks. 
● Standard reporting on program impact, savings, and effect on PMPM 

amounts.
● Step therapy process that is completely independent of pharmaceutical 

manufacturer funding. 
● Ability to update criteria when information becomes available and at regular 

intervals. 
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Step Therapy (Continued)

TPA Step Therapy

Cigna

United Healthcare Optional.

CVS Caremark Dependent on chosen Prescription Drug List (PDL).

Express Scripts Dependent on chosen Prescription Drug List (PDL).

Optum Rx Dependent on chosen Prescription Drug List (PDL).
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Service Categories
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TPAs establish service categories to group services and define usage thresholds.  The 
most common thresholds is that the service “must meet medical necessity” and may 
have a maximum number of visits.  The following is a summary of categories:

● Outpatient Diagnostics;
● Medical / Surgical Services;
● Diagnostic Testing;
● Imaging;
● Speech Therapy;
● Physical Therapy;
● Occupational Therapy;
● Chiropractic Services;
● Private Duty Nurse;
● Infertility;
● Bariatric surgery;
● Acupuncture;
● Cosmetic Surgery;
● Hearing Aids; and
● Speciality Medications.

Service Categories
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Next Steps
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● Educational Session I - August 26, 2020
What would life look like if we utilized a TPA other than Blue Cross and Blue 
Shield of Illinois?

● Educational Session II - Week of September 7, 2020
What would life look like if we implemented reference-based pricing?

● What Is Our Next Step - Week of September 14, 2020
This is the meeting where we will review all of our options (e.g., BCBS-IL 
renewal, transition to a different large TPA, or transition to reference-based 
pricing).  We will review potential contribution rates for the upcoming school 
year under each model, and discuss the implications of any decision.

Next Steps


