Using a Captive Approach to Group Medical Insurance
This document provides the reader with some essential background information regarding the use of a captive.  In the end, there are questions that you should be raising the representative who is attempting to get you to try this approach. 
To start, here are the various elements of the cost of group medical insurance:
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In the St. Louis market, the available medical networks include Healthlink and Cigna.  THE CAPTIVE is paid as percentage of the stop loss premium with a competitive offering currently at 5.5%.  The broker (that’s Joseph Financial, LLC!) can choose whatever compensation level they need.
The underlying concept is that the captive approach provides for more control than a partially self-funded or purchased insurance program approach because a lot of mark-up is being eliminated from the cost line.  THE CAPTIVE will set up the new client, obtain the policies, review claims and charges using their PBM and their industry experience, recommend treatment alternatives, when appropriate and provide regular reporting to the group.
Just to make sure everyone is on the same page, here are some important terms and their definitions:
What Is Aggregate Stop-Loss Insurance?
Aggregate stop-loss insurance is a policy designed to limit claim coverage (losses) to a specific amount. This coverage ensures that a catastrophic claim (specific stop-loss) or numerous claims (aggregate stop-loss) do not drain the financial reserves of a self-funded plan. Aggregate stop-loss protects the employer against claims that are higher than expected. If total claims exceed the aggregate limit, the stop-loss insurer reimburses the plan.
Understanding Aggregate Stop-Loss Insurance
Aggregate stop-loss insurance is held for self-funded insurance plans for which an employer assumes the financial risk of providing healthcare benefits to its employees. In practical terms, self-funded employers pay for each claim as it is presented instead of paying a fixed premium to an insurance carrier for a fully insured plan. Stop-loss insurance is similar to purchasing high-deductible insurance. The employer plan is responsible for claims expenses under the deductible amount.
Stop-loss insurance differs from conventional employee benefit insurance; stop-loss only covers the employer and provides no direct coverage to employees and health plan participants.  This coverage protects against higher than anticipated claim activity for the plan as a whole. Once the total paid claims exceed the threshold for the plan, the carrier reimburses the plan for the overage.
Aggregate stop-loss insurance can either be added to an existing insurance plan or purchased independently. The cost is calculated based on a certain percentage of projected costs (called attachment points)—usually 125% of anticipated claims for the year.
The aggregate stop-loss threshold fluctuates throughout the year based on enrollment and is established based on something known as the aggregate attachment factor.
Aggregate Stop-Loss Insurance Calculations
To calculate the annual attachment point, multiply the monthly enrollment by the aggregate retention factor aggregated for each month in the policy year. Policy retention factors are influenced by the claim and premium experience of the group, expected medical costs in the geographic area, the contract terms, and medical trends.
The attachment factor is calculated as follows: 
1. The stop-loss carrier determines the average expected monthly claims per employee per month (PEPM) based on the employer's loss history. For example, $250 PEPM.
2. The resulting figure is then multiplied by a percentage (typically 125%). For example; $250 x 1.25 = $312.50.
3. $312.50 is the aggregate attachment factor.
The factor is then multiplied by the enrollment on a monthly basis to establish the aggregate deductible (attachment point). For example:
1. Assuming that an employer has 500 employees enrolled in a health plan in the initial month. Then $312.50 x 500 = $156,250. $156,250 is the aggregate deductible for the month.
2. Assuming the enrollment stays the same for the year, we can project the annual aggregate by multiplying the monthly product by 12. $156,250 x 12 = $1,875,000. 
KEY TAKEAWAYS
· Aggregate stop-loss insurance is designed to protect an employer who self-funds their employee health plan from higher-than-anticipated claims.
· Stop-loss insurance is similar to high-deductible insurance, and the plan remains responsible for claims below the deductible amount.
· The cost for aggregate stop-loss insurance is calculated based on a certain percentage of attachment points, usually 125% of anticipated claims for the year.

Assuming enrollment stays level, the maximum out-of-pocket claims for this employer would be $1,875,000. However, the actual aggregate deductible will fluctuate monthly based on enrollment. Aggregate policies usually come with an annual limit of $1,000,000 or, less frequently, a $2,000,000 limit, or no limit.
Q&A – These are the questions you should be asking your representative:
1. Who is the stop loss carrier?  Credit rating?  Experience?
2. Any conditions excluded on the stop loss policies?
3. What happens to the claims should the carrier become insolvent?
4. What are the other capabilities available through the plan like health care cost estimates, nurse hotlines, virtual doctor visits, websites that accumulate claims and medical histories, wellness programs, etc.
5. If the policy is terminated, what is the process and specifically, what are the terms of the loss runout?  Will the stop loss policies cover any claims incurred after the cancellation date?
6. Can a group offer an HRA, HSA, ICHRA and the like?  How does incurrence of copayments tie into an FSA?
7. Explain the COBRA Administration process.
8. If the account is in a surplus position, where is the money?

[bookmark: _Hlk193721308]Still not certain? Looking for more help? We’ll be glad to give you a hand. Just complete the contact information below and we’ll reach out to you.

We understand how you feel, and we want you to know that you can ask questions without worrying about being added to a marketing list. We don’t like it when we’re targeted just for asking for information, and we promise we won’t do that to you. 



