
Table of Contents — Continued

© Thompson Publishing Group, Inc. November 2006 Table of Contents • Page v

TABLE OF CONTENTS

How To Use The Guide

Tab 100: Introduction and Overview

Introduction to Self-Funding .................................. ¶100
Advantages of Self-Funded Health Plans .............. ¶110
Making the Decision to Self-Fund .......................... ¶120

Risk Management ........................................... ¶121
Analyzing Current Insurance Coverage ......... ¶122
Plan Administration ........................................ ¶123

Communicating a Self-Funded Plan ....................... ¶130
Basic Definitions ...................................................... ¶140

Tab 200: Fundamentals of Self-Funding

Introduction — Fundamentals of Self-Funding ..... ¶200
Health Benefits Versus Workers’
Compensation .............................................. ¶201

Sources of Funds and Timing of Payments .... ¶202
Self-Funding Methods ................................................... ¶210

Current Expense with No Reserve ......................... ¶211
Current Expense with Reserve ............................... ¶212
Minimum Premium Plans .................................... ¶213
Retrospective Premium Plans ................................ ¶214
Multiple Employer Plans ..................................... ¶215

Self-Funding Mechanisms ..................................... ¶220
ASO Plans with Stop-Loss Contracts .................... ¶221
ERISA Trusts ....................................................... ¶222
Voluntary Employees’ Beneficiary Associations ... ¶223
Health Maintenance Organizations ........................ ¶224
Preferred Provider Organizations ........................... ¶225
Point of Service Plans ............................................ ¶226

Stop-Loss Coverage .................................................. ¶230
Specific Excess Coverage ...................................... ¶231
Aggregate Stop-Loss Coverage ............................. ¶232
Combination Excess Coverage .............................. ¶233
Cost-Plus Arrangements ......................................... ¶234

Service Providers ..................................................... ¶240
Third-Party Administrators .................................... ¶241
Administrative Service Only Organizations .......... ¶242
Actuaries ................................................................ ¶243
Consultants ............................................................. ¶244
Brokers ................................................................... ¶245

Multiple Option Plans ............................................. ¶250
Dual Option Programs ........................................... ¶251
Triple Option Programs ......................................... ¶252

Tab 300: Plan Design

Introduction — Plan Design ................................... ¶300
Risk Management .................................................... ¶310

Risk Identification and Measurement ............. ¶311
Evaluation of Risk Treatments ....................... ¶312

Calculating the Risk of Poor Health ...................... ¶320
Selecting the Optimal Risk Unit .................... ¶321
Claims Frequency ........................................... ¶322
Claims Severity .............................................. ¶323

Candidates for Self-Funding ................................... ¶330
Ideal Candidates for Self-Funding ................. ¶331
Key Factors for Successful Self-Funding ...... ¶332

The Feasibility Study ............................................... ¶340
Preliminary Worksheets .......................................... ¶350
Collective Bargaining Issues ................................... ¶360

Bargaining Over Health Benefits ................... ¶361
Union Role in Contribution and Benefits

Controversies ..................................................... ¶362

Tab 400: Funding

Introduction — Funding ......................................... ¶400
Designing a Funding Plan....................................... ¶401
Timing of Payments ................................................ ¶402
Bonding................................................................... ¶403

Health Benefit Trusts ............................................... ¶410
ERISA Trusts .................................................. ¶411
Section 501(c)(9) Trusts (VEBAs) ................. ¶412
Section 419(a) Trusts ..................................... ¶413
Other Trusts .................................................... ¶414
Cafeteria Plan Issues ............................................... ¶415

Pre-Tax Contributions ............................................. ¶420
Section 125 Plans ........................................... ¶421
Voluntary Employees’ Beneficiary Associations .....
¶422

Captive Insurance Companies ................................ ¶430
Reinsurance Versus Stop-Loss ........................ ¶431

Postretirement Health Benefits ............................... ¶440
Accounting for Postretirement Health Benefits ¶441

Health Reimbursement Arrangements .......................... ¶450
How the HRA Reimbursement Process Works ...... ¶451
Tax Issues for HRAs .............................................. ¶452
Cafeteria Plan Issues for HRAs ............................. ¶453
HRAs and Nondiscrimination Rules, COBRA and

Other Matters ..................................................... ¶454
The Outlook for HRAs ........................................... ¶455

Health Savings Accounts ................................................. ¶460
Establishing an HSA............................................... ¶461
HSA Coverage ........................................................ ¶462
Tax Issues for HSAs................................................ ¶463
HSA Contributions and Distributions ..................... ¶464
HSAs and Nondiscrimination Rules, COBRA and

Other Matters ...................................................... ¶465
Outlook for HSAs ................................................... ¶466

Tab 500: Plan Administration

Introduction — Plan Administration ..................... ¶500
Service Fundamentals ..................................... ¶501



Table of Contents — Continued

Page vi • Table of Contents November 2006 Employer’s Guide to Self-Insuring Health Benefits

Administration by Insurance Company .......... ¶502
Third-Party Administration ............................. ¶503
Self-Administration ......................................... ¶504

Recordkeeping .......................................................... ¶510
Accounting ................................................................ ¶520

Employer Accounting ..................................... ¶521
Plan Accounting ............................................. ¶522
Plan Operations .............................................. ¶523

Actuarial Considerations ......................................... ¶530
Benefit Administration ............................................. ¶540

Administrative Goals ...................................... ¶541
Plan Administrator’s Responsibilities ............. ¶542
Administrative Cost Containment .................. ¶543
Benefits Cost Containment ............................ ¶544

Third-Party Administrators ................................... ¶550
Delegation of Fiduciary Duties .............................. ¶551
ERISA Preemption Issues ...................................... ¶552
Choosing a TPA ...................................................... ¶553
Written Agreement ................................................. ¶554
Service Fees ........................................................... ¶555
Captive Agencies ................................................... ¶556
Investment Income on Cash Flow .......................... ¶557

Tab 600: Stop-Loss Insurance

Introduction — Stop-Loss Insurance ..................... ¶600
Specific Excess Stop-Loss Insurance ..................... ¶601
Aggregate Stop-Loss Insurance ............................. ¶602
Combination Stop-Loss Insurance ......................... ¶603
Mergers and Acquisitions ....................................... ¶604

The Market for Stop-Loss Coverage .............................. ¶610
Insurance Agents and TPAs ........................... ¶611
Insurance Companies ............................................. ¶612
Trusts, Pools and Syndicates .................................. ¶613

Purchasing Stop-Loss Coverage .............................. ¶620
The Request for Proposal ....................................... ¶621
Underwriting Factors ............................................. ¶622
Evaluating the Proposal ......................................... ¶623
Accepting the Proposal .......................................... ¶624
Binding and Maintaining Coverage ....................... ¶625

Tab 700: ERISA and Other Federal Laws

Introduction — ERISA and Other Federal Laws . ¶700
Introduction to the Employee Retirement 

Income Security Act ................................................ ¶710
Written Plan Requirement ...................................... ¶711
Scope of ERISA ..................................................... ¶712
Definition of “Medical Benefits” ........................... ¶713
Benefit Caps and Exclusions .................................. ¶714
Participants and Beneficiaries ................................ ¶715
Changing and Terminating Benefits ....................... ¶716
Bonding and Trusts ................................................. ¶717
Claims Procedures ................................................. ¶718
Qualified Medical Child Support Orders ................ ¶719

Subrogation and Reimbursement ................................... ¶720
Reimbursement ....................................................... ¶721
Reimbursement After Knudson .............................. ¶722
Conflicting Federal Court Rulings on Reimbursement

Claims ................................................................. ¶723
Other Circuit Courts Uphold Reimbursement ........ ¶724
Subrogation — Reimbursement After Sereboff ...... ¶725
ERISA Preemption, Subrogation and

Reimbursement ................................................... ¶726
Subrogation and Reimbursement Sample

Language............................................................. ¶727
[Reserved] ......................................................................... ¶730
ERISA Preemption .......................................................... ¶740

ERISA Preemption in Benefits Claims .................. ¶741
Matters Other Than Benefits Claims ...................... ¶742
Distinction Between Insured and Self-Insured

Plans ................................................................... ¶743
Practical Considerations ......................................... ¶744

Fiduciary Duties ............................................................... ¶750
Definition of a Fiduciary ........................................ ¶751
Limitations on Fiduciary Status ............................. ¶752
Duties of a Plan Fiduciary ...................................... ¶753
Liability for the Misconduct of Others .................. ¶754
Remedies/Liabilities for Breach of

Fiduciary Duty ................................................... ¶755
Multiple Employer Welfare Arrangements ................... ¶760

What is a MEWA? ................................................. ¶761
State Authority ....................................................... ¶762
Controlled Group Determination ........................... ¶763
The Association as Employer ................................. ¶764
Employee Leasing Firms ....................................... ¶765
Business Owners and Partners ............................... ¶766
No Employer Connection ...................................... ¶767
Insured Versus Self-Funded MEWAs .................... ¶768

Reporting and Disclosure Requirements ....................... ¶770
Summary Plan Description .................................... ¶771
Summary Annual Report ........................................ ¶772
Summary of Material Modifications ...................... ¶773
Form 5500 Reporting ............................................. ¶774
Form M-1 MEWA Reporting ................................. ¶775

Criminal and Civil Liability; DOL Enforcement .......... ¶780
Criminal Penalties .................................................. ¶781
Civil Enforcement .................................................. ¶782
DOL Enforcement .................................................. ¶783
Statute of Limitation Laws ..................................... ¶784

Other Federal Laws ......................................................... ¶790
The Consolidated Omnibus Budget

Reconciliation Act of 1985 (COBRA) ............... ¶791
The Civil Rights Act of 1964 ................................. ¶792
The Americans With Disabilities Act ..................... ¶793
Medicare Secondary Payer Rules .......................... ¶794
The Family and Medical Leave Act of 1993 ......... ¶795
Bankruptcy Laws ................................................... ¶796
The Health Insurance Portability and

Accountability Act of 1996 ................................ ¶797
The Women’s Health and Cancer

Rights Act of 1998 ............................................. ¶798
The Uniformed Services Employment and ......................

Reemployment Rights Act of 1994..................... ¶799



© Thompson Publishing Group, Inc. September 2008 Table of Contents • Page vii

Table of Contents — Continued

Tab 800: Federal Tax Issues

Introduction — Federal Tax Issues ................................ ¶800
Qualified Medical Expenses ................................... ¶801

Exclusion of Employer-Provided 
Coverage and Benefits ........................................ ¶810

Exclusion of Coverage ........................................... ¶811
Exclusion of Benefits ............................................. ¶812

Disability Income Benefits ....................................... ¶820
Definition of Disability Income Benefits ............... ¶821
Inclusion in Gross Income ..................................... ¶822
Tax Withholding on Benefit Payments .................. ¶823

Deduction of Employee Contributions ................... ¶830
Tax Credit Under The Trade Act of 2002 ............... ¶831

Deduction of Employer Contributions ................... ¶840
Employer Deductions in Unfunded Welfare Plans ¶841

Employer Deductions in Funded Welfare Plans ........... ¶850
Statutory Definition of Welfare Benefit Fund ........ ¶851
Definition of Qualified Nonguaranteed Contract ... ¶852
Deductions Disallowed for Certain Policies .......... ¶853
Restrictions on Contributions to Welfare Benefit

Funds................................................................... ¶854
Collectively Bargained Funds ................................ ¶855

Voluntary Employees’ Beneficiary Associations .... ¶860
Tax Qualification Requirements ............................ ¶861
Nondiscrimination Requirements ........................... ¶862
Recognition of Tax Exempt Status ......................... ¶863

Federal Income Tax Treatment of Plan Earnings ......... ¶870
Tax Exempt Welfare Benefit Fund ......................... ¶871
Taxable Welfare Benefit Fund ................................ ¶872

Nondiscrimination Requirements ................................... ¶880
Highly Compensated Individuals ........................... ¶881
Benefits Test ........................................................... ¶882
Eligibility Test ........................................................ ¶883
Avoiding Noncompliance ...................................... ¶884
Specified Reimbursements Exempt From

Nondiscrimination Rules ................................... ¶885
Excess Reimbursements ......................................... ¶886
Cafeteria Plan Rules ............................................... ¶887
Other Nondiscrimination Laws .............................. ¶888

Excise Tax on Disqualified Benefits ................................ ¶890
Payments to Key Employees ................................. ¶891
Payments to Highly Compensated Individuals ...... ¶892
Reversions to Contributing Employers .................. ¶893
Excise Taxes Regarding COBRA,

HIPAA and HSAs................................................ ¶894

Tab 900: Actuarial Issues

Introduction — Actuarial Issues ............................ ¶900
Forecasting ................................................................ ¶910

Estimating the Number of Expected Claims .......... ¶911
Estimating the Value of Expected Payments .......... ¶912

Financial Risk Management ........................................... ¶920
Determining Reserves ...................................................... ¶930

Case Reserves ........................................................ ¶931
Incurred But Not Reported Loss Reserves ............. ¶932
Postretirement Reserves ......................................... ¶933

Estimating Contribution Levels ...................................... ¶940
Evaluation of Multiple Employer Trust Reserves ......... ¶950

Tab 1000: State Laws

Introduction — State Laws ......................................... ¶1000
State Laws ....................................................................... ¶1010
State Insurance Departments ........................................ ¶1020

Tab 1100: Model Documents and Forms

Model Plan Documents .................................................. ¶1100
Plan Document ..................................................... ¶1101
Summary Plan Description .................................. ¶1102
Summary of Material Modifications .................... ¶1103
Summary Annual Report ...................................... ¶1104

Model Insurance and Administrative Documents ....... ¶1110
Third-Party Administration Contract .....................¶1111
Specific Stop-Loss Coverage ............................... ¶1112
Aggregate Stop-Loss Coverage ........................... ¶1113

Model Notices ................................................................. ¶1120
Qualified Medical Child Support Orders ............. ¶1121
Model Notices Under the Health Insurance

Portability and Accountability Act ................... ¶1122
DOL Self-Compliance Plan for Part 7 of ERISA ........ ¶1130

Appendixes

Appendix A: Federal Statutes
Appendix B: Federal Regulations
Appendix C: Administrative Rulings

Glossary of Terms

Index

[The next page is page ix.]




