What is

LEVEL FUNDED?
Level-funded plans are essentially pre-packaged self-insured health plans, with low attachment stop-loss
coverage. For the right groups, level-funded plans can save 30 percent versus a fully insured ACA small-group
plan. And because of their structure, level-funded plans do not have the volatility in monthly cash flows,
associated with self-insured plans, that can cripple a small business.

HERE’S HOW A LEVEL-FUNDED PLAN WORKS:
Level-funded plans are underwritten, health applications are required. For larger groups applications can be
avoided if two years of claims history can be provided.

HOW DOES THE PREMIUM WORK?

A census is provided to the Third Party Administrator (TPA), who determines a monthly cost comprised of three
elements, each roughly representing one-third of the monthly payment: a claims allowance, a TPA fee, and a
premium for stop-loss coverage. This consistent, or level, amount is funded by the company each month. The
claims allowance goes into an account from which employee medical costs are funded. The TPA fee goes
towards paying for the administration of the program, including adjudicating claims. And the stop-loss
premium goes towards that coverage. As claims come in on a monthly basis, the TPA pays them out of the
claims allowance. If there is an extraordinary claim on an individual or aggregate basis, the stop-loss kicks in.
In no case does the employer have to pay more than the level amount.

WHAT HAPPENS AT RENEWAL?
At the end of the year, the performance of the group is evaluated. If the group has performed well, some of that
claim allowance may be returned to the group. And the group may benefit from a lower “rate” for the next year
on the basis that the monthly allowance should be less, as should the premium for the stop loss. If the group
performs as originally expected, there should be little or no increase — a rarity in the ACA world. But what if the
group has a really bad year? In a bad year, the stop-loss kicks in to protect the employer. Again, the entire
concept of the level-funded plan is that the employer never has to pay more than the level monthly amount.
But as an underwritten plan, it is reasonable to expect an increase — perhaps even an untenable increase — in
the level-funded plan. Here is where it really gets interesting. Today, in such a situation, the group can simply
revert back to a community-rated ACA plan. Here, small groups have an advantage that large groups do not:
they can revert back to a non-underwritten plan; one that is likely to be to their financial benefit.

QUESTIONS?

To learn more about LIFESTYLE HEALTH PLANS contact:
Kenzie Jessup at (270) 901-4610 or via e-mail at
Kenzie@bgchamber.com.

