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The Obvious……  
• We all know the current state of healthcare costs

• Fully Insured Groups have seen staggering increases with renewals 
30%-110% 

• Self-Funded Groups realize a very small percentage of employees 
or dependents are driving costs- high facility/RX costs

• According to Sun Life’s 5th annual catastrophic claims report. The 
number of million-dollar claimants increased 68% from 114 to 192 
from 2010-2017. 

• Coming in the pipeline……extremely high cost specialty drugs-
often administered in the hospital and continuing to drive high 
facility charges for the employer.  

https://orders.wilde.com/viewvalidpdf_UWilde.asp?productid=128946&GoBackTo=noEditPart.asp


WE are all part of the SYSTEM



Funding Lifecycle
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Stand-Alone Self-Funding



New Funding Lifecycle

Fully Insured

Level Funded

Consortium, FITO

Stand-Alone

Referenced Based Pricing 



Part of the Solution…. Or Part of the Problem? 



About the Speaker 
Steve Kelly
Founder & CEO

ELAP Services

Steve Kelly is the co-founder and CEO of ELAP 

Services LLC. Founded in 2003, ELAP’s innovative 

approach to bring rationality to the price of health 

services anticipated the future of health care years 

ahead of current health care reform initiatives.

Mr. Kelly is a recognized expert in the insurance, 

employee benefits and risk management industry, 

possessing over 30 years of experience in solving his 

clients’ health care challenges. Since the formation of 

ELAP, Mr. Kelly has helped hundreds of employers 

increase their profits by empowering them to take 

control of their health care cost using ELAP’s 

groundbreaking approach.



Healthcare Trends

Price, not utilization, is the main driver in 
healthcare costs 

Physician
30%

Inpatient
30%

Outpatient
19%

Pharmacy
17%

Other
4%

For Employer health plans, 50% of healthcare 

costs are from hospital inpatient/outpatient

Source: PWC Health Research Institute projection

$2,973 
$5,277 

$8,508 

$12,865 

2006 2016

Worker Contribution Employer Contribution

Employers looking for other options aside 

from shifting cost down to members

78% increase 
for employees

For health systems, challenging times such as 

increase in bad debt, has lead to significant 

shifts in how they do business 

More openness to explore new arrangements 

outside of standard PPO contracts

Consideration of more narrow networks

1. 2.

3. 4.

Innovation in technology drives up cost

Research and Innovation drives RX costs higher 

Healthcare Trends



Managed Care or Economic Debate

Massachusetts Budget Challenges due to Rising Healthcare Costs – FY ‘01 – FY ‘14

“The health plan fiduciary is 

typically oblivious to the true 

costs hidden inside their 

plans in the same way they 

don’t understand the all-in 

costs of their 401(k) plan. 

The major difference is that 

healthcare waste can easily 

be ten times greater than the 

“Bps” being scrutinized inside 

401(k) plans.”

- Craig Lack, Benefits Expert

NOTE: Figures adjusted for GDP Growth
Source: Massachusetts Budget & Policy Ctr



Root of the Problem: Hospital Costs

Brain CT Scan

C-Section Delivery Lipid Panel

*Source: Castlight Costliest Cities 2016 Study 

HPV Test



How much does a CT Scan Cost?

The national average on billed charges is 3.4x

Where is the reasonable starting point to discuss fee for service? 

Average 

Charge

50% PPO 

Discount

Reported Cost 

(avg)

Medicare 

Pays (avg)

Hospital #1 $2,188 $1,094 $163 $184

Hospital #2 $3,147 $1,573 $218 $201

Hospital #3 $5,840 $2,920 $110 $199



Employee Challenges

By 2015, 63% of workers were 

enrolled in a plan with a high 

deductible $1,000 or higher

Since 2010, Increases in 

Deductibles and Premiums have 

greatly outpaced earnings. 

About 80% of patients treated in 

the ER have sacrificed or 

delayed medical care due to high 

out of pockets

(Reported by ER docs)
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24%
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Emergency Room Visits 

Delayed
Medical Care

63%
Deductibles of $1,000 or 

higher



Employee Challenges

63%
Deductibles of $1,000 or 

higher
Deductibles of $1,000 or 

higher

Roughly 20 percent of people under age 65 with health insurance reported 

having problems paying their medical bills over the last year *

75%

63%

42%

38%

37%

0% 10% 20% 30% 40% 50% 60% 70% 80%

CUT BACK ON HOUSEHOLD SPENDING

USED UP ALL OR MOST OF SAVINGS

TAKEN AN EXTRA JOB OR INCREASED HOURS

INCREASED CREDIT CARD DEBT

BORROWED MONEY FROM FAMILY/FRIENDS

Medical Problems Lead to Financial Sacrifice

People who reported problems paying medical bills in the last year reported the above when polled.

*Source: Kaiser/NY Times Poll, Jan 2016



How ELAP Works

Deductibles of $1,000 or 
higher

Deductibles of $1,000 or 
higher

STEP 1 STEP 2 STEP 3

ELAP assumes 

co-fiduciary 

status and 

updates Plan 

document to 

include smart 

and rational 

levels of 

reimbursement

Member treats 

normally at 

hospital

Hospital sends 

bill to TPA

STEP 4 STEP 5

TPA sends bill 

to ELAP, ELAP 

audits bill in line 

with Plan 

document, and 

ELAP returns to 

TPA

ELAP manages 

additional 

provider 

communication



You Don’t Have To Treat Healthcare Differently 

Is it “reasonable” or “prudent” 
to pay medical bills as a 
percentage off billed charges?

✓ State contract law infers a “reasonable” price into any 
contract without a stated price – something hospital 
bills almost always do not have

✓ ERISA law requires Plan fiduciaries to “pay only the “reasonable expenses of 
administering the plan...with care, skill, prudence, and diligence”



Success Story: 29% Savings

Company Profile

Billed 

Charges
PEPM Before PEPM After Savings

Cost 

Reduction

$22,395,963 $444.85 $313.76 $3,062,787 29.5%

❖ Over $3,000,000 in savings straight to the bottom line

❖ Emphasis on employee education helped adoption of the new process

Distributor in Southeast US was faced with rising HC that jeopardize growth, 

squeezed profit margins & forced the company to shift greater cost to employees. 

Lives 1,900

2015 PEPM $444.85

Business Type Distributor, Low margin business

Workforce Blue Collar 

After reviewing a few options, the Distributor implemented a metric based 

pricing solution to reduce healthcare costs 
Solution:

Impact:

Problem: 



Success Story: Union leverages buying Power

Deductibles of $1,000 or 
higher

Company Profile

Lives 900

Business Type Union

Workforce Blue Collar 

Problem:

The Union took bold action and broke from the city’s healthcare plan 

and moved to a metric based pricing solution. They also leveraged 

their buying power to institute a contract with the largest local health 

system that reduced costs and eliminated provider push back.

Solution:

Impact:
❖ Over $2,000,000 in savings in 2016

❖ New facility contract with preset discounts for union members, 

reducing out of pockets and overall spend

❖ Employees more engaged in their own health plan

Union in Omaha, NE had forgone wage increase in order to maintain health 

benefits. In 2016, premiums and out of pockets were set to increase which 

made the situation untenable for the members.



Company Overview

MEMBER 
ADVOCACY AND 

DEFENSE

Founded in 2003, ELAP Services is a pioneer in health plan cost management that 

delivers a comprehensive solution for self funded employers that combines:

• Over 400 Self Funded employers in force and have paid claims in all 50 states

• Have repriced over 400,000 claims with over 230,000 members

MISSION
To make health care fair.  We empower employers, employees, and their families 

to get the most value from their health spend – bringing clarity, consistency and 

fairness to the entire plan experience.

CLAIMS AUDIT ANALYTICS & 
REPORTING

PLAN DESIGN 
& CO-

FIDUCIARY


