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Considering Insurance Billing for College Health and Counseling Services

A combination of decreased funding and increased demand for services has necessitated a  
transition from pre-paid funding to substantial fee-for-service charges and insurance reimburse-
ment for many college health and counseling services. The Patient Protection and Affordable Care 
Act (ACA) is a contributing factor for this trend because it creates an opportunity to obtain 100 per-
cent insurance reimbursement for preventive care services.

Some colleges have rushed to take advantage of insurance billing revenue opportunities without 
carefully considering the regulatory requirements for health care providers relative to insurance 
billing and charges for patients. This paper addresses the concern that college health and counseling 
services may inadvertently engage in impermissible billing practices if they, without first making in-
dividual patient ability-to-pay allowance determinations, (1) waive charges for uninsured students 
and/or (2) do not collect insurance copayments, deductibles, and coinsurance charges from insured 
students.

This paper explains the opportunity to obtain secondary payor status for health fees and other 
institutional funding arrangements in the coordination of benefits (COB) process with students’ 
personal health insurance. While the net financial result might be the same, obtaining secondary 
payor status for health or counseling center funding is not the same as simply waiving charges as 
described in the preceding paragraph.

For many colleges and universities, the possibility that almost all students ultimately may be  
enrolled in a student health insurance benefit/program (SHIBP) is a major factor determin-
ing whether insurance billing is a worthwhile endeavor. The likelihood that states will consider  
formalizing the regulation and/or licensing of self-funded student health plans, as suggested by the 
regulations for student health insurance plans finalized under the ACA in March 2012,1 may create 
an opportunity for also considering the permissibility of secondary payor status for college health 
service funding arrangements. Several states presently allow secondary payor status for health  
service funding arrangements.

Keywords: Patient Protection and Affordable Care Act (ACA), College Health and Counseling Ser-
vices, Coordination of Benefits (COB), Primary and Secondary Payor, and student health insurance/
benefit programs (SHIBPs).
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Providing unfettered access to health and counseling services, regardless of students’ insurance 
status or ability-to-pay, is a recognized best practice for the college field.2 This was a cornerstone 
of the rationale for colleges to charge designated prepaid health fees and/or use other institutional 
funding arrangements to pre-fund primary care visits and counseling services. Confidentiality of 
care was another imperative. Confidentiality may be diminished if visit or other charges are sub-
mitted through a parent’s employer-sponsored group insurance or a parent’s individual policy that 
covers family members.3 A common third rationale for health fees and other institutional funding 
was that public health services and health promotion and wellness programs could not be funded 
adequately either from direct health insurance reimbursements or from fiscal surpluses derived 
from the operation of health and counseling services. 

The majority of residential private colleges and universities have maintained pre-funding of 
their health and counseling services through designated health fees and/or institutional funding  
allocations. Generally, these private institutions assure students and parents that there will be no 
charges for medical or counseling visits, and that ancillary services (e.g., laboratory and radiology, 
prescription medication, and specialty services such as minor surgical procedures, dermatology, or 
physical therapy) will be provided with nominal costs. Although less common, many prominent 
public universities have maintained pre-funding of health service care by achieving long-term sup-
port among students, parents, and senior institutional leadership, resulting in consistent increases 
in health fee and/or institutional funding support.

In contrast to the situation described in the preceding paragraph, the adverse cost trend for high-
er education over the past three decades and the recent economic downturn, combined with the  
increased demand for services discussed in the following section, have resulted in the diminution 
of the historical linkage between pre-funding of services and unfettered access to care.4 In 2000, 
surveying by Hodgkins Beckley Consulting (HBC) found there were only four major college health 
services that derived more than 60 percent of annual revenue from fee-for-service charges and  
insurance reimbursements.5 By 2007, an extrapolation of a national survey by the American College 
Health Association (ACHA) suggested that more than 150 colleges were in the so-called “60% + 
Club” relative to health service funding.6 This projection was affirmed by the 2011 Sunbelt survey, 
showing that 25 percent of public universities had fee-for-service revenue that accounted for 50  
percent or more of total operating budgets.7

These data are in stark contrast to those of the late 1980s when Dr. Kevin Patrick’s overview ar-
ticle for the college health field in the Journal of the American Medical Association reported that less 
than 15 percent of college health service revenue was derived from fee-for-service among major 
public universities and less than eight percent among private colleges and universities.8 It is likely 
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that from the 1950s through the 1970s, major college health services had only nominal charges for  
ancillary services9 and many also provided 24-hour care and infirmary services without charge.

The trend towards adopting substantial fee-for-service charges was necessitated by more than just 
institutional concerns for reducing tuition and fee increases. Over the past three decades, both  
increased demand for services and increased utilization of services (including a broad spectrum of 
high-cost prescription medications and immunizations) were additional major causes for the shift 
in the source of programmatic funding for many college health services. As explained below, the 
increased demand for services includes a sustained, widespread increase in need for mental health 
care services. Demand for services was also affected by the emergence of college students as one of 
the single largest cohesive groups of uninsured and under-insured Americans.10

Increased societal acceptability for using mental health care services,11 more severe mental health 
conditions (a national survey of college counseling directors reported a 16 to 44 percent increase 
in severe psychological disorders from 2000 to 2010),12 and proliferation in the use of depression 
screening13 have required significant expansions of counseling staffs. For example, at colleges and 
universities with enrollment between 7,500 and 25,000 students, there was a 33.5 percent increase in 
the number of counselors from 2007 to 2011.14

The preventive care benefits mandated in the Patient Protection and Affordable Care Act (ACA) are 
a major new driver for college health service leaders to consider shifting funding resources to visit 
and ancillary service charges. There is a broad spectrum of preventive care services that must now 
be covered for adults, children, and women/pregnant women, without any out-of-pocket expense 
for the covered person. Covered services for adults include depression screening, alcohol misuse  
screening and counseling, obesity screening and counseling, routine immunizations, sexually trans-
mitted infection prevention counseling for adults at higher risk, and numerous other services that 
would commonly be provided by college health and counseling services.15

One hundred percent coverage for preventive care services is required for all health insurance/ 
benefit plans, including plans with high deductibles. Generally, college health and counseling  
services cannot be excluded or limited from receiving ACA mandated preventive care benefit  
payments to the extent in-network participating provider status is obtained.

inCreased utilization of College HealtH and  
Counseling serviCes

tHe aCa and full Coverage for Preventive  
Care serviCes
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inCreased enrollment in student HealtH/insuranCe 
Benefit Programs

Contrary to expectations for the impact of the ACA’s age 26 mandate for dependent eligibility, for 
a second consecutive year almost all colleges and universities providing comprehensive coverage 
experienced either stable or increased student health insurance/benefit program (SHIBP) enroll-
ment.16 This is primarily due to the cost advantage of these SHIBPs over employer-sponsored and 
individual health plans, and it is increasingly likely that SHIBPs will have favorable costs compared 
to options available to students on insurance exchanges created under the ACA.17 Alternatively, 
many low cost SHIBPs did not experience enrollment gains because they provided inadequate plan 
year or lifetime maximums and/or had severe internal plan limits.

If, as a result of comparably favorable benefits and costs, a college or university can project that 
almost all students will enroll in its SHIBP, it may not be worthwhile to incur the costs to change 
to a funding model based in large part on insurance reimbursements. If almost all students are  
covered by the SHIBP, a cost component (i.e., capitation) in the SHIBP could replace health fees and/
or institutional funding, and there would be no reason to bill charges on a fee-for-service basis for a 
relatively small number of students covered by other insurance plans. This long-term view for the 
favorability of SHIBPs for almost all students may be contingent on (1) the ACA being implemented 
with funding for health insurance for low income students and (2) such funding being available to 
pay for the cost of SHIBPs.

For other colleges that do not anticipate the majority of students will soon be covered by a SHIBP, 
the health service becoming a participating provider and developing new revenue streams for pre-
ventive care services could still provide important transitional funding. For colleges that discon-
tinue providing a SHIBP, new insurance billing revenue may be essential for adequate health service 
funding.

College health and counseling services that have adopted visit charges and ancillary fee-for-service 
charges are experiencing varying success for maintaining an open access objective for providing 
care to students. Most have found that access to services is best assured when there is an effec-
tive insurance requirement as a condition of enrollment, when the SHIBP provides comprehensive 
benefits (including full coverage for health service charges) and has a favorable cost, and when the 
health service is able to be a participating provider with almost all students’ personal health insur-
ance plans. Success in developing insurance billing revenue is optimal if the college or university 
is located in a geographic area where employer-sponsored health plans have relatively low copay-
ments for primary care visits for illness or injury (even if there is a high deductible health plan) and 
the participating provider reimbursement rates for primary care visits are favorable.

For some colleges and universities that have joined the “60% + Club,” the overall experience 
has not been favorable. The Lookout Mountain Group noted in its major 2009 report on health care 
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reform for the college student population that “. . . [the movement away from pre-paid funding] 
has been adopted imprudently relative to environmental conditions, and/or implemented without 
appropriate understanding of insurance participating provider contracts, and many students were 
disenfranchised from access to health care services.”18 Disenfranchising students from access to care 
has occurred through several different scenarios. In most instances, the health service effectively 
participates with only the SHIBP, resulting in most of the students with other private health insur-
ance either seeking services off campus or forgoing care. The increased trend, particularly since the 
passage of the ACA, for employers to adopt high deductible health plans19 greatly increases the 
concern for access to care because of students’ increased out-of-pocket expenses.

Even if there is a considerable increase in new revenue derived from insurance coverage, and 
no overall decrease in utilization is attributable to a specific funding model, or if any decrease in  
utilization is offset with operational cost reductions, a much more subtle question remains: Do  
overall campus health utilization statistics mask underlying access issues for lower income stu-
dents? Cornell University found this to be the case and reported their findings at the American Col-
lege Health Association’s (ACHA) 2012 annual meeting.20 Cornell provides access to professional 
services (primary care, psychiatry, and counseling visits) as a tuition benefit, but its health service 
charges for all other services and is a participating provider only with Cornell’s student health 
insurance program. Cornell has tracked its utilization data according to students’ financial and  
insurance status since 2006, and these data have consistently demonstrated that as a students’  
financial resources decline, a growing gap in access to care emerges for those students who waived 
enrollment in Cornell’s student health insurance program. Cornell has evaluated the option of in-
surance billing and found that, without being able to waive remaining balances, out-of-pocket costs 
would increase for approximately 60 percent of students, worsening access issues.

As was noted in numerous open discussion comments at the 2012 ACHA meeting in Chicago 
and in regional college health meetings in the fall of 2012, some college health services have  
obtained participating provider status with students’ personal health insurance and are automatically  
waiving insurance copayments, deductibles, and coinsurance charges without completing individ-
ual ability-to-pay allowance determinations. The open discussion comments suggest many of these 
college health services have simply adopted a policy to automatically waive charges for uninsured 
students and/or for students who have remaining balances from their insurance coverage.

As shown in a 2010 advisory publication issued by the Minnesota Medical Association (refer to  
Appendix A), there are both federal and state laws that affect the permissibility for waiving charges 
in excess of small gift and service allowances. Generally, the only way for a health care provid-
er to permissibly waive insurance remaining balances is to document that the patient has limited  
financial resources and that the charges, if not waived by the health care provider, would create a  
substantial financial hardship for the patient.21 Thus, while there are exceptions in varying states, 
health care providers can waive charges for patients only when detailed financial information  
supports reduction or elimination of charges based on the provider’s completion of an individual  
ability-to-pay determination. This financial hardship assessment must be periodically updated to  
remain valid. Based on a review of literature and case law in preparation for this paper, there is 
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no reason to believe college health and counseling services are not under the same constraints for  
waiving insurance charges as private-sector health care providers.

In addition to states having anti-fraud and false claim statutes and regulations, participating provid-
er contracts usually stipulate that all copayments, coinsurance, and deductibles must be collected, 
absent an ability-to-pay allowance determination for the patient. There are no state insurance regu-
latory authorities that have issued interpretive bulletins allowing waiving of student health service 
charges without following ability-to-pay determinations. While the net financial result might be the 
same, obtaining secondary payor status for health or counseling center funding, as discussed in this 
paper, is not the same as waiving copayment, coinsurance, or deductibles for insured students or 
waiving charges for uninsured students.

Coordination of benefits (COB) refers to the process for determining the order in which payments 
will be made when a person is covered by two or more health plans. On its website, one prominent 
multi-state Blue Cross and Blue Shield plan provides this explanation of COB for employers provid-
ing group health insurance coverage:

“When a member of your group is covered by more than one health plan (for example, 
when one of your employees is covered under your group plan as well as a spouse’s health 
plan), one plan is considered to be the primary carrier and the other is considered to be the  
secondary carrier. The primary carrier covers the major portion of the bill according to plan  
allowances, and the secondary carrier covers any remaining allowable expenses. The COB 
provisions of your policy or plan determine which plan is primary. That plan’s benefits are 
applied to the claim first. The unpaid balance is usually paid by the secondary plan to the 
limit of its responsibility. Benefits are thus “coordinated” among all of the health plans, and  
payments do not exceed 100% of charges for the covered services.”22

A common example of COB occurs when both of a child’s parents cover him or her through each 
of their respective employer-sponsored group health insurance plans. When the child incurs health 
care expenses, the parent’s plan that is required to pay first is referred to as the primary plan, and 
the plan that covers the remaining balance is the secondary plan.

Most states have adopted some form of the model coordination of benefits statute endorsed by the 
National Association of Insurance Commissioners (NAIC). The NAIC’s model statute is avail-
able at its web site at http://www.naic.org/store/free/MDL-120.pdf. Finding a specific state’s COB 
statute is relatively easy with a Google® search (statutory citations by state can also be obtained at:
http://www.askmariatodd.com/resources/articles/state/163-sbscob.html). 
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Even though college health fees are not a form of health insurance, and do not constitute health insurance 
premiums, state insurance regulatory authorities often conclude that health fees and  other 
institutional funding arrangements fall within the definition of a “plan” in their COB  statutes 
(refer to Appendix B) and are precluded from automatically covering remaining balances for 
copayments, deductibles, and coinsurance under students’ personal health insurance plans. More 
specifically, some state insurance departments have found that health fees and other institutional 
student health care funding arrangements constitute “Group Type Contracts” (refer to Appendix 
B). Having found that health fees and other institutional funding arrangements are a form of 
“plan” under COB, they also find student health care funding arrangements are not listed in the 
plans/funds that are excluded from the COB statute (refer to Appendix B). It is noteworthy that 
student health insurance plans that provide accident-only coverage (e.g., plans that cover only 
intercolle-giate sports injuries) are permitted to take secondary payor positions by being excluded 
from their state’s definition of “plan” under COB.

Several states (e.g., Minnesota, Massachusetts, and Florida) either directly or indirectly permit  
college health and counseling services to establish their funding systems as secondary payors in 
coordinating benefits with students’ personal health insurance. In these states, colleges can use a 
funding model in which medical expenses are submitted to students’ personal health insurance  
before their health fees or other institutional health funding arrangements provide coverage. In  
other words, health fees and other institutional funding are able to take a secondary payor position 
in coordinating benefits with students’ personal health insurance (see examples below for health 
fees covering copayments, deductibles, and coinsurance). In such states, college health services 
have developed new insurance revenue streams that often exceed one-third of operating budgets. 
This substantial revenue may increase significantly as ACA preventive care services are expanded 
and appropriately charged to students’ personal insurance.

Colleges and universities in Minnesota, Massachusetts, and Florida have successfully contracted  
with insurance companies and health plans and are obtaining insurance reimbursements for  
office visit charges, ancillary services, and preventive care services that would have otherwise been 
funded by the college or university and/or direct charges to students. This requires health services 
to become participating providers with the health insurance plans that cover their students, develop 
electronic billing systems/processes, insure accurate service coding, and engage in other practices 
that are common for community health care providers. As is the case with community health care 
providers, small college health services with limited administrative capability may choose to retain 
a third party to submit medical claims to students’ insurance plans.

In summary, having a definitive statutory or regulatory authorization that establishes that health 
service funding arrangements may take secondary payor positions is the only certain path to hav-
ing health fees or other student health care funding arrangements cover the expenses not paid by 
students’ private health insurance.

seCondary Payor status for HealtH fees 
and institutional funding
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When allowed by state statute, regulation, or regulatory ruling, the following are common compo-
nents for a secondary payor system college health service funding (the same components would 
apply if counseling is provided or if there is a separate counseling service).

• The	 health	 service	 enters	 into	 participating	 provider	 agreements	 with	 the	 major	 insurance
carriers/health plans covering its students. It is often advantageous for a health service to join
a local independent provider association (IPA) or a physician hospital organization (PHO) to
obtain participating provider status through a single contracting entity. Various commercial
billing services may also be available to assist with obtaining participating provider status.
Many large college health services have sufficient resources to obtain participating provider
status without having to use an IPA, PHO, or commercial billing service.

• The	 health	 service	 develops	 fee-for-service	 charges	 for	 all	 medical	 services,	 including
office visits. Counseling services usually continue to be pre-funded for students, regardless of
whether they have personal health insurance coverage. Visit costs and other fee-for-services
are typically set at a level that is above the highest participating provider reimbursement rates
(i.e., participating provider contractually allowed charges).*

• If	not	already	in	existence,	the	college	health	service	enters	into	a	direct	participating	provider
agreement with the college- or university-provided SHIBP. The reimbursement system can be
based on either capitation or fee-for-service charges, but the total reimbursement must reflect
the fair market value of the services provided. While the allowed charges can be at the lowest
level of reimbursement among all participating provider agreements, some state insurance
regulatory authorities will require the SHIBP’s reimbursement level be generally comparable
to the aggregated reimbursement (as a percentage of charges) from other private insurance
plans. For example, the average total reimbursement from insurance plans other than the
SHIBP could be 45 percent of billed charges (net of copayments, coinsurance, deductibles, and
exclusion of services not covered), and the SHIBP capitation or fee-for-service charge system
could be set to result in 40 percent of charges being covered.

Conversely, fiduciary responsibility requirements for the operation of SHIBPs23 compel
that reimbursements to college health services reflect fair market value, and that there are
appropriate monitoring and controls for both utilization and cost of services received at health
services. Using the preceding example, having the reimbursement level result in 55 percent of
billed charges being covered by the SHIBP would raise concerns. Questions might be raised
even if the reimbursement level is set to be at the average of other private insurance plan
reimbursements if the SHIBP is the single largest third party payor for the health service. As
is suggested in this discussion, the potential conflict of interest for college administrators and
management committees being responsible for both health services and SHIBPs is a long-
standing concern.

• The	health	service	defines	the	services	for	which	it	will	use	health	fees	or	other	institutional
funding to cover (i.e., covered services) what students’ primary health insurance plans do not
reimburse. For example, covered services could include charges for office visits, procedures,

Common ComPonents for a seCondary 
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allergy injections, flu shots, radiology, and lab tests (including certain reference lab tests). 
The scope of covered services typically excludes travel medicine services/immunizations,  
employment physicals, and other services routinely excluded by health insurance/benefit 
plans.

•	 The	health	service	bills	students’	health	 insurance	plans	using	its	electronic	health	record/
practice management systems. These systems typically have billing capability through the use 
of an electronic billing clearing house. Alternately, the health service may bill insurance plans 
directly or contract with a commercial billing service.

•	 Health	fees	or	other	institutional	funding	continue	to	cover	health	education	and	promotion	
services which are generally excluded by health insurance plans (i.e., no charges rendered for 
these services). Most colleges also continue to cover counseling services to insure there are no 
confidentiality barriers for students to access care (e.g., concern that explanation of benefits 
statements will be sent to parents when students are covered under a parent’s group health 
insurance plan or individual family policy).*

  * A discussion of the validity of the concern for confidentiality for counseling services versus medical 
   care services is provided in point D on page 15.

Health fees or other institutional funding would cover any copayments, deductibles, coinsurance, 
or excluded charges for covered services not paid by students’ primary insurance plans.

 n Example 1: Health center office visit charge = $125, participating provider allowed amount 
  = $125, health center is participating provider, insurance pays 80% in-network: 
  The student’s insurance pays $100 and the college health fee covers the remaining $25.  
  Student out-of-pocket expense = $0.00.

 n Example 2: Health center office visit charge = $125, usual and customary allowance (U&C)
   = $100, health center is not a participating provider, insurance pays 60% of U&C: 
  The student’s insurance pays $60 and the college health fee covers the remaining $65.  
  Student out-of-pocket expense = $0.00.

 n Example 3: Health center office and laboratory service charges = $200, student covered 
  by SHIBP, SHIBP pays 40% of eligible charges: 
  SHIBP pays $80.00 (payment is consistent with net reimbursements from other private  
  health insurance) and $120 balance is covered by health fee. Student out-of-pocket expense  
  = $0.00

 n Example 4: Health center office visit charge = $125, student has not met her annual deduct-
  ible (or she has an HMO with no coverage in the local area):
  The student’s insurance pays nothing and the college health fee covers the entire $125.  
  Student out-of-pocket expense = $0.00.

seCondary Payor system examPle CHarges and  
out-of-PoCket exPenses
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	 n Example 5: Health center non-preventive immunization charge (excluded service from 
  health fee funding, not a covered service) = $50, student’s personal health insurance  
  excludes this service:
  The student’s insurance pays nothing and the balance is put on student’s account. Student  
  out-of-pocket expense = $50.00.

The following are example communications of the secondary payor system for colleges and univer-
sities in Massachusetts, Minnesota, and Florida.

Wentworth Institute of Technology
Student Health Services uses an insurance-based model. The SHS will bill students’ insurance 
plans for all services rendered. Students must present their student identification cards and 
also their health insurance cards at every appointment, just as they do when accessing their 
physicians at home.

The college will pay for any co-payments, co-insurance or deductibles due for primary care 
services after the student’s insurance plan has been billed. Students will not be responsible for 
co-payments, co-insurance or deductibles due for primary care services.

 University of Minnesota
The Student Services Fee is not health insurance and does not apply to visits at University of 
Minnesota Medical Center, Fairview, Hennepin County Medical Center, or any other facility 
. . . Students who are assessed the Student Services Fee and have health plan coverage will  
receive most services at Boynton Health Service subsidized after their insurance has been 
billed and their insurance responds to the claims.

 University of Florida
The per-credit-hour student health fee, paid as part of tuition, covers any patient responsibil-
ity associated with most SHCC office visits and with telephone or online services initiated 
by the patient . . . Charges are assessed for things like medical equipment, X-rays, laboratory 
work, procedures and visits with specialists, which are first sent to the insurance company if 
the patient has provided their insurance information and card for verification. Any applicable 
charges are then billed directly to the patient’s UF account . . . Charges for patients without 
insurance coverage are billed directly to the patient’s UF account.

seCondary Payor system examPle CommuniCations
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The following are common concerns or challenges for college health and counseling services  
considering a secondary payor system for health fee/institutional funding in coordinating benefits 
with students’ health insurance coverage.

•  Confidentiality: Although there is increased confidentiality of care for dependents age 18 
or older, under many health plans confidentiality of care remains a major concern for young 
adults who are covered by a parent’s employer-sponsored health insurance or an individual 
policy under family coverage (e.g., direct explanation of benefit forms go to the dependent’s 
home address).24

 The common practice of not billing for counseling services is based on a concern that students 
would be reluctant to use the services if explanation of benefit forms or other insurance bill-
ing information were available to parents/guardians. This distinction is often based on an 
assumption that students have a lower level of concern for confidentiality of primary care and 
other medical services (refer to point D on page 15).

 Some college health services that have secondary payor status have experienced a slightly 
lower overall level of utilization. This may be due to communication challenges, or it could be 
a concern for confidentiality of care (especially for alcohol/drug related illnesses and injuries, 
sexually transmitted diseases, and contraceptive services). Students and parents can make 
informed choices when the college highlights the importance of the insurance waiver process, 
emphasizing that all charges submitted to the SHIBP are confidential and cannot be accessed 
by parents, potential employers, graduate schools, or other entities/individuals. Likewise, 
communication of privacy rights under the Health Insurance Portability and Accountability 
Act of 1996 (HIPAA) may also be helpful.25

• High Deductible Health Plans: The trend for adoption of high deductible health plans for 
employer-sponsored plans and individual health plans raises equity concerns for the value of 
health fees or general tuition/fees for funding college health services. In other words, should 
students receive significantly different financial values for their college health service fund-
ing contributions based on the health insurance plans that cover them? At least one college is 
considering having the secondary health fee arrangement pay for 50 percent of the remaining 
cost not paid by personal insurance if the student did not receive a Pell Grant or other lim-
ited income designation from the colleges’ financial aid office. This action would address the 
concern that secondary payor status may inadvertently infer to students or parents that it is 
advantageous to be enrolled in a high deductible health plan.

• Long-Term Value: The major trend for employer cost-shifting has resulted in large increas-
es in student health insurance plan enrollment over the past decade for colleges that pro-
vide comprehensive benefits that comply with standards endorsed by ACHA.26 For example, 
Dartmouth College went from covering less than one-quarter of its students in 2000 to cover-
ing more than 55 percent by 2009.27 The expansion of coverage to age 26 did not result in major 
decreases in enrollment (in fact, many colleges experienced increased SHIBP enrollment over 
the past two years), further reinforcing the value of SHIBPs with comprehensive coverage.28

ConCerns for a seCondary Payor system
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 For colleges that have already experienced significant growth in SHIBP enrollment, the  
decision to pursue secondary payor status for students’ personal health insurance may have 
substantial financial value for only a brief period. For these colleges, growth in SHIBP enroll-
ment will reach a point where a capitation to fund services for SHIBP enrollees can largely 
replace health fee and institutional funding allocations.

• State Regulations and Provider Contracts: Some states have preferred provider organiza-
tion regulations, and/or common participating provider contracts issued by insurance plans, 
precluding health care providers from limiting access to certain insured persons. For exam-
ple, a health care provider could not limit access to insured persons who reside in a specific 
zip code area. In these states and/or participating provider contracts, college health services 
would have to see any plan member, student or community member, who requests services. 
This is a concern for private colleges that have liability coverage requirements that limit their 
health services to seeing only students and providing only urgent medical care to campus  
visitors. Some public universities also have restrictions for the use of student fee funded facilities,  
precluding providing care for community members.

• Increased Cost for SHIBPs: Moving to insurance billing and a secondary payor system can 
have adverse impact on SHIBPs, since new charges (e.g., office visit charges) will be submit-
ted by the health service. Having a fee schedule for the SHIBP that is close to the range of 
reimbursement rates common for participating provider agreements will be required in most 
regulatory environments.

 In some instances, the cost impact to the SHIBP can be offset by moving to partial self-funding 
arrangements, direct provider contracting, or other advanced management practices. SHIBP 
enrollment can also be positively impacted, since more students will choose not to waive 
SHIBP coverage because their concerns for confidentiality and certainty of coverage can be 
guaranteed.

• Viability for Laboratory Services: Moving to an insurance billing model will likely be a 
catalyst for colleges and universities to evaluate the financial viability of continuing to oper-
ate CLIA complex or moderately complex clinical laboratories on campus and/or continuing 
to bill for outside reference lab tests. Since participating provider insurance reimbursement 
rates are often very low for clinical/reference laboratory tests, many health services will find 
their laboratories will experience  significant financial losses and require substantial subsidies 
to continue operating. Colleges and universities will have to weigh these losses against non-
financial factors such as clinical practice preferences and convenience for access to services for 
students.

• Increased Probability for Outsourcing: Particularly in urban areas, many private physi-
cian practices have been purchased by hospitals or large practice corporations. The economies 
of scale and purchasing power of these large organizations are often necessary to address the 
regulatory complexity and technology costs for practice management, billing, and electronic 
health records systems; and to optimize negotiations with payors. For small college health 
and counseling services, and sometimes for larger facilities, consideration of a secondary pay-
or system may require or increase consideration of community partnering or outsourcing. 
Some of the concern for increased potential for outsourcing can be mitigated by joining a local 
IPA or by retaining a third party billing service, but the conditions that are driving the trend 

http://www.fda.gov/MedicalDevices/DeviceRegulationandGuidance/IVDRegulatoryAssistance/ucm124105.htm
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for moving to hospital-owned and large corporate physician practices could portend major 
changes for college health and counseling services.

• HIPAA/FERPA: Some colleges and universities have perceived advantages in configuring 
their health and counseling service operations to preclude regulation under the Health Insur-
ance Portability and Accountability Act of 1996 (HIPAA). Their operations are only subject to 
privacy and confidentiality requirements of the Family Educational Rights and Privacy Act 
(FERPA). While engaging in insurance billing will cause HIPAA to attach due to required 
electronic billing processes, many college health services fully comply with HIPAA and have 
found the requirements not to be overly burdensome.

Given the challenges and uncertainty of the current environment, college health and counseling 
program administrators would be well served to carefully consider alternatives to historically ideal 
pre-paid funding arrangements. The following process is recommended for a formal study and 
report.
 
Step One: Engage legal counsel with insurance regulatory law expertise to assess whether state 
 laws and regulations allow health fees or other institutional funding arrangements to  
 take a secondary payor position in coordinating benefits with students’ personal health  
 insurance. Having external legal counsel who routinely works with the state’s insur- 
 ance department may be required to explain the functions and funding systems for  
 college health and counseling services, the applicability of their existing statutes and  
 regulations, and the regulatory approaches and practices of other states.

 A state’s adoption of the NAIC model statute for coordination of benefits does not  
 inherently mean that secondary payor status for college health and counseling services  
 funding arrangements is impermissible. Other statutes or regulations could be  
 important variables in reaching a determination for the permissibility of secondary  
 payor status. Working collaboratively with other colleges may be beneficial.

 If a secondary payor position is not permissible, legal counsel and governmental  
 relations leadership should identify the best approach for obtaining a statutory change  
 or regulatory clarification. This step could include obtaining enabling legislation that is  
 part of a regulatory clarification for self-funding of student health plans, as suggested  
 by the regulations issued on March 22, 2012, by the U.S. Department of Health and  
 Human Services for student health insurance plans.29

Step Two:  Develop a financial projection for the operation of the college health and/or counseling 
 services under a secondary payor system. This will usually require the following:

 A. INSURANCE STATUS: Assess the insurance status for the student population. This 
  will generally result in a four-tier categorization.

tyPiCal stePs for Considering a seCondary  
Payor system
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  • Students enrolled in the SHIBP or the college or university provided employer- 
   sponsored health plan.
  • Privately insured students with first-dollar coverage for both primary care and  
   preventive care services.
  • Students who are insured with high deductible health plans, HMO coverage, or  
   limited coverage that would result in only preventive care benefits being  
   covered.
  • Students who are uninsured. For projections for 2014 and beyond, the estimate  
   of the uninsured would be based on students exercising religious exemptions/ 
   ministry sharing plans, students paying the tax penalty rather than complying  
   with the ACA’s federal mandate, and international students who are not subject  
   to the ACA’s federal mandate. There could be almost no uninsured students if the  
   college has a strong insurance requirement as a condition of enrollment,  
   especially one that exceeds the ACA’s individual health insurance mandate.

  If there is a large uninsured population, develop analysis for the impact of requiring  
  health insurance as a condition of enrollment in compliance with ACHA’s  
  standards. If there is an existing insurance requirement, reconsider the minimum  
  coverage and benefit conditions required for waiving enrollment in the SHIBP.

  A key element of this step is to project short- and long-term enrollment trends for the  
  SHIBP. An important question is whether Medicaid funding can be used to pay for  
  the cost of the SHIBP, and/or technical corrections legislation for the ACA includes  
  the ability to have low-income subsidies be used for SHIBP costs. Long-term cost  
  advantages for SHIBPS will result from continued employer cost-shifting for  
  dependent coverage and the cost surcharge in the insurance ex-changes for young  
  adults who are ineligible for a low income subsidy. Effectively managing SHIBPs,  
  particularly focusing on the use of partial self-funding and direct health care 
  provider contracting, and working to assure overall quality and cost effectiveness of  
  the college health and counseling services will be essential.

 B. REIMBURSEMENT RATES: Assess third party payor reimbursement rates for 
  primary care, preventive care services, and ancillary services. Identify areas where  
  reimbursement rates will require reconsideration of delivery of the service and/or  
  institutional cost subsidy.

 C. ADMINISTRATIVE ASSESSMENT: Evaluate current administrative capability 
  and determine the best option for obtaining participating provider status and  
  insurance billing systems. Identify staff training needs for coding, processes for  
  obtaining insurance information (possibly linked to the SHIBP enrollment/waiver  
  process), criteria for special exceptions not to bill students’ insurance, new  
  facility space requirements for billing services, and other administrative/system  
  modifications. HIPAA compliance must be included if the organization is presently  
  operating only under FERPA compliance. Finally, develop a direct and indirect cost  
  projection for required changes.

  This step should include modeling options for outsourcing of services and/or  
  community partnering. Additionally, performance-based compensation for staff  
  should be considered, especially if this is a key element of compensation packages  
  for not-for-profit and for-profit community based clinics in the area.

https://hbc-docrepo2.wordsecure.com/docs/request_repository.php?id=57
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 D. COUNSELING: Although most colleges currently engaged in insurance billing 
  exclude counseling services from this system, the revenue projection should include,  
  at minimum, analysis and discussion of this matter. Given that primary care services  
  routinely include care that is highly sensitive, the philosophical distinction for  
  excluding counseling relative to confidentiality is questionable. Excluding counsel- 
  ing might also perpetuate the common misunderstanding that insurance billing for  
  mental health care services can create a discoverable record that will affect future  
  employment or graduate school opportunities.

 These four research steps (A through D) should facilitate developing short- and long- 
 term net-revenue projections for billing insurance and having secondary payor status  
 in coordination of benefits and for identification of major administrative and opera- 
 tional changes.

Step Three:  COMMUNICATION: If moving to insurance reimbursement is economically viable, 
 the best practices for communication used by peer institutions should be identified  
 and modified as necessary. Some colleges currently engaged in insurance billing  
 report that parents and students are better able to understand this college health and  
 counseling services funding model.

 If the conclusion of the study is that insurance reimbursements are not economical,  
 communication strategies should be developed for students and parents to respond  
 to questions of whether the health fee and/or institutional funding duplicates their  
 personal insurance.

Step Four:  REPORT: The final step is preparation of a report for student affairs and other senior 
 leadership. Engaging senior leadership at the beginning of the process is important as  
 it may be necessary to convene stakeholders external to the college health and coun- 
 seling services to participate in the development and implementation of the study.
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• Colleges and universities that have already decided to automatically waive insurance charges 
for uninsured students and waive copayments, deductibles, coinsurance and other charges 
for insured students should reconsider the permissibility of these practices.

• Billing insurance and having secondary payor status for health fee and other institutional 
funding is not a panacea for health and counseling service funding. There may be legitimate 
environmental and operational factors that make insurance billing inadvisable, even when 
the regulatory environment is favorable. It is, however, likely that obtaining secondary payor 
status for college health fees and other institutional funding may be an important short-term 
strategy for enhancing the operating revenue for many college health services.

• The long-term success of SHIBPs in covering almost all college students is a factor that sug-
gests secondary payor status may be important for a relatively short period. Some colleges 
and universities will find the insurance billing revenue to be significant, and a viable transi-
tion funding system to capitation funding from SHIBPs.

• The passage of the ACA, particularly the new preventive care benefits, suggests that most 
college health services should develop an analysis for moving to an insurance reimbursement 
system.

• Many states will reconsider the regulation of SHIBPs under their respective insurance codes, 
including whether self-funding enabling legislation is needed. This reevaluation of the regu-
latory position for SHIBPs may be an opportune time for colleges and universities to obtain 
secondary payor status if state regulations do not presently allow this practice for college 
health and counseling services.

summary
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aPPendix B

exCerPts from Coordination of Benefits model 
regulation, #120 

         seCtion 3. definitions

National Association of Insurance Commissioners

www.naic.org

Refer to: http://www.naic.org/store/free/MDL-120.pdf

H  (1)  “Group-type contract” means a contract that is not available to the general public and is  
  obtained and maintained only because of membership in or a

K  (2)  If a plan coordinates benefits, its contract shall state the types of coverage that will be  
  considered in applying the COB provision of that contract. Whether the contract uses the  
  term “plan” or some other term such as “program,” the contractual definition may be no  
  broader than the definition of “plan” in this subsection. The definition of “plan” in the  
  model COB provision in Appendix A is an example.

  (3) “Plan” includes:

   (a)  Group and nongroup insurance contracts and subscriber contracts;

   (b)  Uninsured arrangements of group or group-type coverage;

   (c)  Group and nongroup coverage through closed panel plans;

   (d)  Group-type contracts;

   (e)  The medical care components of long-term care contracts, such as skilled nursing care;

   (f)  The medical benefits coverage in automobile “no fault” and traditional automobile  
   “fault” type contracts; and

   (g)  Medicare or other governmental benefits, as permitted by law, except as provided in 
   Paragraph (4)(h). That part of the definition of plan may be limited to the hospital,  
   medical and surgical benefits of the governmental program.

  (4)  “Plan” does not include:
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    (a)  Hospital indemnity coverage benefits or other fixed indemnity coverage;

    (b) Accident only coverage;
 
    (c) Specified disease or specified accident coverage;

    (d)  Limited benefit health coverage, as defined in [insert reference in state law equivalent to  
    Section 7 of the NAIC Model Regulation to Implement the Accident and Sickness Insur- 
    ance Minimum Standards Model Act];

    (e)  School accident-type coverages that cover students for accidents only, including athletic 
    injuries, either on a twenty-four-hour basis or on a “to and from school” basis; 

    (f)  Benefits provided in long-term care insurance policies for non-medical services, for  
    example, personal care, adult day care, homemaker services, assistance with activities of  
    daily living, respite care and custodial care or for contracts that pay a fixed daily benefit
 
   (g) Medicare supplement policies;

    (h) A state plan under Medicaid; or

    (i) A governmental plan, which, by law, provides benefits that are in excess of those of any  
    private insurance plan or other nongovernmental plan.
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