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WHO WE ARE



Status Quo

The average employer spends $16,000 
per employee per year on healthcare

 
Society for Human Resource Management, September 2022



Growth in National Health Costs
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National Health Expenditures



Premium and Deductible Growth



The Affordable Care Act

• Signed into law by 
President Obama on March 23, 
2010

• Expanded Medicaid to cover 
more low-income Americans

• Prohibits insurance 
companies from denying 
coverage based on pre-
existing conditions

• Allows young adults to stay 
on their parents' plan until age 
26

• Eliminated dollar limits on 
coverage



Pre and Post ACA Share Prices



Medical Loss Ratio
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Medical Loss Ratio

• The Affordable Care Act mandates 
insurers to dedicate a fixed percentage 
of premiums (80/85%) to medical care

• Insurers that fail to meet their MLRs 
are required to rebate to policyholders.

• Unintended Consequences -- 
Accelerated price inflation and 
consolidation, reducing competition

• Health insurance premiums rose 20% 
faster since 2011 when MLR took effect



Big Pharma
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• Unilateral power to set pricing

• Direct to consumer advertising

• $.22 of every premium dollar goes to 
Big Pharma

• Average cost of new drugs > 
$110K/year

• Newer gene therapies >$1M 



Big Pharma - Generics
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• Time to market

• Lack of competition

• Bad actors



Pharmacy Benefit Managers (PBM)
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32 PBM Profit Centers



Higher Costs Reduce Patient Compliance
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Industry Consolidation
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• Consolidation has been occurring 
over decades, accelerated by COVID

• 46% of commercial markets 
have 1 insurer with 50% of 
market

• AHA reported 1,887 hospital 
mergers (1998-2021)

• Private Equity increasing stake in 
US Healthcare



Struggling Hospitals 
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(Lack of) Price Transparency
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• Legislation promoting price 
transparency

• Transparency in Coverage – 
Insurers to disclose provider 
pricing in machine readable 
files

• Insurers must provide online 
price comparison tool for all 
covered services

• Hospitals must publish 
standard charges on website



Problem:

Managing renewal increases by moving carriers or changing plans isn’t a strategy

Problem: 

All players have misaligned interests

Problem: 

Not impacting the frequency, cost or severity of claims

The Current Model Doesn’t Work



Risk Strategy & Supply Chain Management

Many organizations lack proper RISK BALANCE & 
ALIGNMENT, often weighted too heavily towards 
transference (i.e., insurance)..

The key to improving benefits while reducing 
long-term costs isn’t an insurance solution, 
but rather one of SUPPLY CHAIN 
MANAGEMENT. 



Fully-Insured (Funded)
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• NO access to data

• NO control 

• NO risk

• HIGHER carrier profits

• HIGHER renewal trend

• HIGHER medical costs

• Retail v wholesale

FULLY INSURED

100% Fixed Costs 

The insurance carrier 
keeps all the profits with 
little/no reporting back to 
the employers.



Alternative Funding 
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LEVEL-FUNDING

~60% Fixed Costs 

The employer assumes claims 
volatility AND the insurance 
company keeps some of the 
profits.

SELF-FUNDING

~40% Fixed Costs 

The employer pays medical 
claims and buys stop loss 
insurance to protect against 
high-cost claims.



Self Insured (Alternative Funding)
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PROS CONS

Reduced fixed costs More volatility but can mitigate

Improved cash flow Employer assumes some risk

Actionable data

Control & ownership



Level Funding 
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• Carrier sets premiums based on expected claims + 
Admin

• Preset level payments every month of policy year 

• Employer has access to some data and reporting

• Can be a way to ease into a custom program



Custom v Bundled Plans
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Percentage of Covered Workers 

Enrolled in a Custom Plan 

(by firm size)

New Approach



Convert OpEx to 
EBITDA

Predictability Better Outcomes Less Risk Aligned Incentives

Custom Health Plans Deliver



Drivers of Cost

With full transparency, it is possible to manage the healthcare supply chain.

Prescription 

Drugs (27%)

Hospital (30%) Outpatient 

Surgery (20%)

Primary Care 

(20%)

Milliman 



Diagnosis 
Code

CPT 
Code Description of Code Unit Charge

Major Carrier A 
Charge

C7A.8 11450 Skin Lesion Removal 1 $18,000.00
F32.2 Depression 1 Hospital Day 1 day $8,333.00
J34.2 30140 Nasal Turbinates 1 $23,159.00
K42 49525 Hernia Repair 1 $14,113.40
K51.919 96400 Chemo Infusion 1 unit $12,000.00
K80 47562 Cholecytectomy 1 $21,707.70
M160 27130 Hip Arthroscopy 1 $142,236.19
M17.12 27447 Total Knee Replacement 1 $141,561.70
M23.262 29888 ACL Repair 1 $13,093.80
M24.521 20680 Eaton Hand 1 $14,297.41
M46.22 22612 Lumbar Fusion 1 $49,509.35
M48.02 22551 Spinal Stenosis, Cervical Region 1 $50,774.53
M54.12 62321 Radiculopathy, Cervical Region 1 $6,667.27
M65.311 26055 Trigger Finger Release 1 $13,645.52
M75.122 29827 Rotator Cuff Repair 1 $12,257.00
S62.91XA 26785 Fractured Hand/Fingers 1 $9,684.38
Z12.11 43239 Colonoscopy, w/Polyp Removal 1 $4,707.79

TOTAL  17 $555,748.04

Major Carrier B 
Charge

$11,315.40
$6,500.00
$18,750.00
$18,024.39
$22,376.51
$24,114.00

$61,635.00
$98,558.13
$79,674.66
$28,353.92
$62,321.50

$38,343.26
$4,579.97
$7,033.74

$24,069.35
$8,355.70
$1,839.85

$515,845.38

Contracted 
Facility Charge

$3,250.00
$1,300.00
$6,594.14
$4,947.30
$2,500.00

$12,492.84
$27,500.00
$42,500.00

$6,500.00
$3,500.00

$28,500.00
$26,500.00

$2,250.00
$3,250.00
$7,250.00
$4,250.00
$1,050.00

$184,134.28

Outpatient Surgery Supply Chain Management



Hospital Supply Chain Management



RX Supply Chain Management



Reducing the Risk 
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• Captives exist to spread individual firm’s larger 
claim risk across a pool of vetted members

• Captive members can receive a distribution when 
member performance strong  

• Outside of a captive, large blocks of employers can 
collectively drive down stop loss renewals and/or 
access stop loss markets based on collective heft. 



Cost of Inaction



Think Long Term



Other Strategies - PEO 
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• PEO is a professional employer organization

• PEO becomes employer of record allowing firm 
employees to access PEO’s benefit plans

• PEO pool made up of hundreds of employers

• Benefits are AM Law 100 styled with many plan 
options
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