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CONTRACT OPTIONS
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Fully-Insured

Medical & Pharmacy Claims

Administration / Profit

Pooling for Excess Risk 

Claims Reserves for IBNR

Premium Tax, ACA Fees

Level Funding

Medical  & Pharmacy Claims
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Administration / Profit

Pooling for Excess Risk

Alternative Funding - #1
Level Funding

Premium Tax, ACA Fees

Claims Reserves for IBNR

Key difference: who holds the premium components

15%

85%
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Paid Monthly

Medical & Pharmacy ClaimsMedical & Pharmacy Claims

Actual Claims Activity

Shared Dividend (50/50)

Employer funds

10% Risk Corridor10% Risk Corridor

Scenario #1 – Claims activity is below maximum liability

Premium Tax, ACA Fees

Administration

Pooling for Excess Risk
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Paid Monthly

Premium Tax, ACA Fees

Administration

Pooling for Excess Risk

Medical & Pharmacy Claims Medical & Pharmacy Claims 

Actual Claims
Excess Covered by Insurer

10% Risk Corridor10% Risk Corridor

Employer funds

Scenario #2 – Claims activity is greater than maximum liability
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Fully-Insured

Medical & Pharmacy Claims

Administration / Profit

Pooling for Excess Risk 

Claims Reserves for IBNR

Premium Tax, ACA Fees

Self Funding

Medical  & Pharmacy Claims
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Administration

Stoploss Excess Risk

Alternative Funding - #2
Self Funding

ACA Fees

Claims Reserves for IBNR

Key difference: greater risk, greater reward; customization

15%

85%



| 13

Fully-Insured

Medical & Pharmacy Claims

Administration / Profit

Pooling for Excess Risk 

Claims Reserves for IBNR

Premium Tax, ACA Fees

Self Funding - Captive

Medical  & Pharmacy Claims
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n 
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Administration

Stoploss Excess Risk

Alternative Funding - #2b
Captives

ACA Fees

Claims Reserves for IBNR

Key difference: stoploss layer is dividend eligible; more rules

15%

85%

Shared Stoploss Risk
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Total Risk Transfer to InsurerUnlimited

$250,000

$50,000

$0
100% 125% Unlimited  

of Expected Claims

100% Employer Funded for Individual 
Catastrophic Claims

25% Risk 
Corridor 
for 
Aggregate 
Claims

Captive Layer: Multiple Employers Share 
in this Risk for Catastrophic Claims.

Captive 
Layer 
(Agg): 
Collateral

Y AXIS – Catastrophic Claims
Individual Stop Loss Protection: Defines a maximum 
liability for an individual enrolled member - $50,000

Captive Layer Specific Stop Loss Protection: Defines 
a maximum liability for an individual enrolled member for 
the Captive Layer - $250,000

X AXIS – Claims for Group
Aggregate Stop Loss Protection: Provides maximum 
liability for employer and captive layer – 125% of claims

Captive Structure
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PRO CON

Level-funded
(26 – 150)

 Introduction to self-funding for midsize employers
 Easier administration – reserves, run-out protection, 

billing
 Claims risk corridor of 10%
 Better access to data

 Favorable plan performance gains are shared with 
carrier (Client keeps 50% or 67%)

 Carrier restricts best-in-market vendor options; must 
bundle

Self-funded
(150+)

 Pay no NC state premium tax 
 Client retains 100% of savings for claims below 

budgeted levels (attachment point)
 May pursue a “best in class” strategy for all vendors 

versus bundling with one partner – Rx, care mgmt.
 Stoploss will protect Client from individual catastrophe 

or bad plan year
 Client holds its own plan reserves
 Full access to data

 Client becomes ERISA plan fiduciary for benefits 
determination and can be legally liable

 Fluctuation of weekly claims payments which can put 
pressure on cash flow – claims risk corridor of 25%

 Fluctuation of large claimants under individual stoploss 
deductible (i.e., $50,000)

 Greater administration – reserves, run-out funding, 
appeals, federal reporting requirements (CAA)

Captive
(26 – 350)

 Shared risk arrangement with “homogenous” groups
 Can participate in favorable stoploss performance, 

not just claims favorability
 Certain arrangements have large claimant protections 

that traditional SL products don’t – i.e., large claimants 
can never be dropped from coverage

 Other groups’ poor performance can hurt the larger pool, 
thereby impacting Client

 2 to 3-year commitment
 Capital dues/fees required (10% of SL premium)
 Must adhere/comply with Captive recommendations

Funding Options - Summary



PRODUCT INNOVATIONS IN 

THE MARKET
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Sources: CMS hospital compare, Garner, KFF
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Top Doctors Outperform the Best Hospitals

Sources: CMS hospital compare, Garner, KFF



Option #1 – Carrot

Compare Prices
Employees compare prices 
and incentives by shopping 
online or calling for 
concierge support.

Schedule an Appointment 
SmartShopper helps 
schedule appointments 
online or with the 
concierge.

Earn Cash
Employees receive cash 
after completing the 
scheduled appointment.

MRI 26%
Mammogram 13%
CT Scan 12%
Colonoscopy 12%
Ultrasound 11%

Top Shopped Procedures

$528
average claim 

savings

$92
average employee

reward

2.4:1
Program ROI

Concierge Service Results

82%
Scheduling
Rate

91%
Conversion
Rate

19



| 20

Option #2 – Orange Stick

Current 
Medical Plan

Revised Medical 
Plan

If Optimized Care Path 
(Provider) Chosen

Deductible $1,000 $3,000 $0

Copays $35 D&C $0

Co. Cost 
(PEPM)

$631 $492 $540

Concierge vendor guarantees cost-share 
reductions will not exceed $48 PEPM –

net SAVINGS OF $91 PEPM

 Revise medical plan design 
significantly

 Create an incentive where cost-
share goes to $0 when EE 
engages/visits Top Performing 
Doctor

 Vendor guarantees monthly cost 
of $48 PEPM to include claims + 
program administration

 If HRA funds not depleted, 
employer recoups 80% of the 
unused portion
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Option #3 – Digital Front Door

Lower copays 
translate into 
higher quality 

provider
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Easy = health 
services are 
assigned a 

price



Option #4 – Network Redesign

11.9% 
SAVINGS

Total cost of care
savings over PPO
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16.8% 
SAVINGS

Total cost of care
savings over PPO

13.3% 
SAVINGS

Total cost of care
savings over PPO

12.3% 
SAVINGS

Total cost of care
savings over PPO

10.2% 
SAVINGS

Total cost of care
savings over PPO
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Benefit In Network Max Savings (Tier 1) In Network Std Savings (Tier 2) Out of Network
(Tier 3)

Deductible (Individual/Family) $2,500 ($5,000) $4,000 ($8,000) $8,000 ($16,000)

Out-of-pocket limit (Individual/Family) $6,000 ($12,000) $8,000 ($16,000) $16,000 ($32,000)

Primary care physician office visit $35 $50 70% after deductible

Specialist office visit $70 $100 70% after deductible

Walk-in clinics Designated Walk-in Clinics: $0
All Other Network Providers: $35

Designated Walk-in Clinics: N/A
All Other Network Providers: $50 50% after deductible

Diagnostic testing: Lab 80% after deductible 60% after deductible 50% after deductible

Diagnostic testing: X-ray 80% after deductible 60% after deductible 50% after deductible

Imaging CT/PET scans MRIs 80% after deductible 60% after deductible 50% after deductible

Inpatient hospital facility 80% after deductible 60% after deductible 50% after deductible

Outpatient surgery 80% after deductible 60% after deductible 50% after deductible

Emergency room 80% after deductible 60% after deductible 60% after deductible

Drug Card $3 / $10 / $35 / $60 / 20% to $300 or $500 Same 80% after deductible



Q&A

THANK YOU!
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