
Special Meeting of the Board of Trustees - Work Session May 25, 2021

May 25, 2021
1. Opening of Meeting 

2. Pledge of Allegiance TIME

3. Presentations 

Administration
a. Presentation and Discussion of Medical Insurance Options Including a Fully-

Funded Model and a Self-Insured Model

4. Adjournment 
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ADMINISTRATION
  

Department: Administration
  

Department 
Director: Jeff Weckbach, Assistant Township Administrator

  

 
Presentation and Discussion of Medical Insurance Options Including a Fully-Funded Model and a Self-Insured 
Model

 
  

 Rationale:
 

Mr. Weckbach will lead a discussion of the township's options with respect to medical insurance for its 
employees.
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Good, smart people effectively 
managing the entire health care 
dollar.

SELF-FUNDING 201

Colerain Township
May 25th, 2021
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2

SETTING THE STAGE:

TODAY’S DISCUSSION

GOING FORWARD

LOOKING BACK

SELF FUNDING DISCUSSION

TRANSITION STRATEGY
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3HOW IT WORKS:  FUNCTIONALITY 

Fully Insured
• Monthly Premium is paid to insurance company based on employees covered 

under the plan (i.e. single / family rate)

Self Funded
• Fixed Fees are billed on a monthly basis based on employees covered under 

the plan
• Claims paid are billed (depending on the administrator) on a weekly basis 

(reimbursement method)
• Some administrators will write checks directly out of the employer’s bank 

account (versus reimbursement method)
• Integrated stop loss and Rx with Anthem as the reinsurer
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4HOW IT WORKS:  ADVANTAGES 

SELF FUNDED      FULLY INSURED
Employer keeps profit if claims are low

More flexibility in plan design

Cash flow could improve if claims are 
low

No State premium tax

Follows Federal law

Employer controls destiny

Benefit immediately from plan changes, 
wellness programs and healthy lifestyle 
activities

Fixed monthly premium

Easy to predict for a 12 month period

Carrier takes the risk

Premium does not change regardless of 
claims paid

Low administration

No risk at termination – carrier handles 
run-out

Carrier is the claims fiduciary
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5HOW IT WORKS:  DISADVANTAGES 

SELF FUNDED      FULLY INSURED
Cost fluctuate weekly/monthly

No looking glass – cannot predict 
what claims are going to be

Employer takes the risk

Claims become a major factor in 
the decision

Some additional administration

Risk when you change vendors 
(contracts)

Claims Fiduciary responsibilities - 
appeals

Carrier keeps profits if claims are low

Limited flexibility in plan design

Cash flow is the same every month

State premium tax applies

Follows state law

Carrier controls destiny

No wellness benefit until renewal - 
maybe
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6HOW IT WORKS:  INCREASED INVOLVEMENT

• Risk tolerance & funding: Can the plan accept/afford to exceed 
expected cost in any given month/year?

• Risk management: Responsible for reinsurance/partial funding 
arrangements to protect plan against catastrophic claims.

• Cost: Underlying long term health issues.
• Demographic issues: High risk population (age/gender, industry, 

turnover)?
• Engagement: Is the plan sponsor willing to address population health 

management? 
• Compliance: Plan sponsor must assume responsibilities for 

maintaining compliant documents not provided by the TPA/carrier.
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7COMPONENTS:  FIXED FEES

Administrative Cost 
• Cost per employee per month to administer the plan and pay claims 

– lights, building, people, systems, networks, etc.
• Known as “retention” under a fully insured program
• Profit margin reduced because of risk transfer
• No State Premium Tax
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8COMPONENTS:  FIXED FEES

Specific Stop Loss 
• Pay premium per employee per month to cover risk on an individual
• Known as “pooling” on a fully insured contract
• Limits employer liability over a “specific” level on an individual. $100,000 is 

Colerain Township’s specific stop loss. 
• For example, if an individual has a catastrophic claim such as a pre-

mature birth costing $1,000,000, the Township pays a maximum of 
$100,000

• It is Medical and RX
• It is a per member basis
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9COMPONENTS:  CLAIMS

Claims
• Colerain Township pays the claims
• Based on network discounts with Anthem
• Protected by specific and aggregate stop loss levels
• Covers 80-90% of the overall spend
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1010FUNDING ANALYSIS 
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1111PROJECTED SELF-FUNDED SAVINGS

• Projected Annual Cost based on current enrollment of 149 : $1,670,918

• Projected Annual Savings based on current costs : $656,544

• Projected Annual Savings based on revised renewal in year one: $241,558
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12SPECIFIC STOP LOSS SCENARIO

Specific Stop Loss - $100,000

Family of 3
Member #1 - $300,000 claim
Member #2 - $150,000 claim
Member #3 -     $7,000 claim

Per Member

$457,000 total 
paid for family

ER Paid:  $207,000
Member #1:  $100,000
Member #2:  $100,000
Member #3:  $7,000

Reimbursement - $250,000
Member #1:  $200,000
Member #2:  $50,000
Member #3:  $0
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Aggregate Stop Loss
• Pay premium per employee per month to cover risk on the entire group
• Limits employer liability on an “aggregate” basis (125% of expected claims)
• Combined medical and prescription drug
• Provides protection if claims for the entire group were unusually high for a 12-

month period of time

AGGREGATE STOP LOSS SCENARIO

15



14

Aggregate Stop Loss – 125% 148 Life Group

Expected Claims:  
$934.52 PEPM

Maximum Claims:
$1,108.29 PEPM

$1,242,817 
Expected Claims

$1,553,522 
Maximum Claims

$310,705 Gap
Stop Loss would not pick up until claims 

reached $1,553,523

AGGREGATE STOP LOSS SCENARIO
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15COMPONENTS:  CONTRACTS

Applies to Specific and Aggregate coverage
• Incurred in 12 months ; Paid in 12 months (12/12):

• Also known as an “immature year”
• Usually goes to a “paid” contract at renewal

• Paid (12/12 then 24/12 then 36/12, 48/12, etc.)
• Also known as a “mature” year
• Stays “paid”
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16COMPONENTS:  CONTRACTS

Case is written on a 12/12 contract, then renews in the second year with a 24/12 
(paid) contract 
• RENEWAL:  Next year when the contract renews, there will be a larger increase on the Stop loss 

insurance as there will be protection built in all the way back to the beginning of the contract. 
The contract goes from immature to mature and there is a larger price adjustment for this. 
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17COMPONENTS:  CONTRACTS

Contract Details
• Firm Rates:  The stop loss carrier provide a rate during the marketing process, but 

they will not firm up the rates or lock them in until 60-120 days in advance. Anthem 
rates are firm.

• Lasers:  Any time you move self-funded or move stop loss carriers, the new carrier 
reserves the right to either not cover a high claimant or to impose a higher stop loss 
amount on that one person. Therefore, a high claimant could be cut out, meaning any 
claims on that person are solely covered by you with no stop loss insurance protection 
or they may say they won’t cover the claim until you have paid $300K while everyone 
else keeps the $100K.

• Mirroring:  This ensures the stop loss contract will actually cover all benefits that are 
in the Summary Plan Description/Certificate of Coverage

• Stop Loss Reimbursement:  Any reimbursement for claims over the stop loss 
amount would be an immediate reimbursement. 
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1818ANNUAL AGENDA TIMELINE
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