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Time to Rally Behind 
What Works

As the rules, restrictions and complexities of Obamacare 

bring new challenges and increased plan costs to  

employer groups, it’s time to step back and take a look at 

what IS working – and make sure that your company is 

taking full advantage of these opportunities.

1. Self-Funding. The advantages of self-funded healthcare 

plans are becoming apparent to everyone as ACA  

continues to drive plan costs up. Previously a consideration 

for large employer groups only, more and more small-to-

mid-sized companies are finding self-funded programs 

both attractive and affordable. From reduced exposure 

to certain ACA restrictions to custom plan design and 

innovative pricing strategies, companies with as few as 15 

employees are currently pursuing self-funded options. This 

greater accessibility is thanks, in part, to more affordable 

reinsurance offerings that limit overall plan liability. Given 

the potential benefits, every employer should be taking a 

closer look at self-funding.

2. Flexible Spending Programs. A key change to the ‘use 

it or lose it’ rule that now allows employers to offer a $500 

carryover on flexible spending accounts (FSA) is driving 

double digit growth in FSA enrollment. Previously, the 

potential to lose unused FSA funds to the employer plan 

at year-end offset the benefits to the employee of funding 

the account with pre-tax dollars. Given the new win/win 

structure of the FSA benefit, there is every reason for  

employers to offer FSA programs as a valuable, cost  

efficient alternative.

3. Consumer-Directed Health Plans. As health plan costs 

become more prohibitive, more employer groups are offer-

ing consumer-directed health plans (CDHP) as an option  

or as their only healthcare offering. These low cost, high  

deductible plans are generally 20% less than traditional 

health plans and, in some cases, enable the employer to 

continue to provide healthcare coverage they might  

otherwise have to eliminate. While high deductible costs 

can be prohibitive for some employees, offering supple-

mental insurance alongside can give employees access to 

more protection. A CDHP program that also provides free 

access to common child and adult preventive screenings 

and wellness offerings can help offset some of the  

employee concerns associated with higher deductibles.

With a Mercer survey showing employers predicting an 

increase of 3.9% in healthcare costs in 2015, there is every 

reason for companies to review all of their healthcare 

options to identify where and how they can save on plan 

costs without eliminating employee accessibility and  

quality care. Your local third party administrator can provide 

you with a number of viable plan options that take your 

plan participants and your budget into consideration. 
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If you’re still on the fence about whether or not you 

should self-fund the employee benefits plan for your 

small-to-mid-sized company, here are a few more 

reasons that should make that decision a little easier.

Access to Claims Data 
Why is claims data so important? Because with it you 

can identify your biggest cost drivers. You can’t fix 

what you don’t know is broken, and claims data can 

be hard to come by when dealing with fully insured 

programs. TPAs who administer self-funded plans have 

access to all kinds of plan data in all kinds of formats 

– data they can use to identify areas where things like 

prevention, health promotions, disease management 

and plan modification can be used to manage plan 

costs now and potentially reduce future exposure.  

An example of using plan data to best advantage is 

the creation of incentive-based provider programs. 

Claims data can help indicate which plan providers are 

delivering high quality treatment at lower costs with 

better outcomes – allowing you to create incentives 

that encourage plan members to utilize these provid-

ers over less effective hospitals and physicians. 

ACA Considerations
Firms with less than 250 employees can take advan-

tage of favorable incentives in the Affordable Care 

Act (ACA), which exempt self-insured plans from a 

number of the requirements imposed on fully insured 

programs. For example, insurance plans are required 

to include an “essential health benefits” package – 

rules for this package are relaxed for self-insured 

plans as applied to the definition of what constitutes 

coverage for things like doctor’s visits and outpatient 

services, emergency visits, hospitalization, maternity 

and newborn care and more.

Plan Control and Customization
Self-funding allows plans to be tailored to the needs 

of the specific workforce. The employer controls the 

health plan and the services provided, and has the 

freedom to contract with any provider or provider 

network. This combination of data access, ACA  

considerations and plan control give self-funded plans 

a higher probability of reducing overall employee 

health benefit expense.

Greater Access to Plan Protection
The safeguard for an employer with a self-funded plan 

is stop-loss insurance or reinsurance. Specific reinsur-

ance sets liability limits for any single catastrophic 

claim, while aggregate reinsurance coverage sets 

a cap on potential financial risk for the overall plan. 

Previously high deductible limits have been reduced 

considerably in recent months to allow even small 

employer groups access to affordable reinsurance 

coverage as part of a self-funded strategy.

These are just some of the reasons to consider  

implementing a self-funded program for your em-

ployer group. Your local third party administrator can 

provide more information on the potential benefits 

and cost savings.

Trends Latest Happenings in Today’s World
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Will Upcoding  
Ever End?
According to a recent Wall Street Journal 

article highlighting the personal experi-

ences of a doctor and lawyer who took 

his son in for a non-emergency CT scan, 

the answer would probably be ‘not 

anytime soon.’ The piece is an excellent 

example of what TPAs see every day.

Analyzing hospital bills and advocating 

for the member and plan are part of the 

services we provide, so it comes as no 

surprise to learn that, in this example,  

the hospital charged $20,000 for a service 

that should have cost no more than 

$10,000. 

 

In the article, “Healthcare and the $20,000 

Bruise”, the author outlines several ‘easy’ 

steps to fighting an outrageous hospital 

bill. A few of these include...

 

•   Be a doctor or nurse, then learn about 

upcoding

•   Have the legal knowledge to know 

when you are being lied to

•   Have the resources to pay huge bills 

upfront while waiting months for  

corrected billing

•   Understand that only the billing  

department decides what is to be billed

•    Have combined medical/legal knowl-

edge to understand the implications  

of the coders’ rules

We’d like to add one more step as an 

alternative to those outlined above – 

Look to your benefits administration 

professional to help you navigate these 

issues. We understand the healthcare 

system and can help you avoid  

unnecessary or inappropriate charges 

and expenses.

Need More Reasons to 
Self-Fund?

New Insureds Seeking Care
The March/April rush of Obamacare 
enrollees drove second quarter rev-
enue increases of 10% to more than 
40% for some hospitals across the 
country as these enrollees started to 
filter their way through the system. 
New patient volumes are consis-
tent with expectations, but illness 
severity levels are higher, leading to 
bigger payments.  While volumes 

are expected to continue to improve 
over the next year, they should taper 
off as pent-up demand is met. 

Costs and Employee  
Contributions Rise
According to a survey conducted by 
the Agency for Healthcare Research 
and Quality, employer healthcare 
premiums rose by an average of 
3.5% to 3.6% for all coverage types 

in 2013.  Employee contributions 
also increased as employers shifted 
more of the cost burden to employ-
ees – with average contributions of 
$1,170 for single coverage, $2,940 
for employee-plus-one and $4,421 
for family coverage. These numbers  
represent increases ranging from 
4.1% for employee plus one  
coverage to 4.7% for singles.
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Trends Latest Happenings in Today’s World

ACOs Continue to Grow
As initial cost saving results start to 
emerge, the number of ACOs has 
reached more than 400, with some  
estimates as high as 600. The Kaiser 
Family Foundation believes about 14% 
of the U.S. population is now covered 
by an ACO arrangement. More health-
care providers are joining ACOs as well,  
getting compensation for keeping  
patients healthy and working with  

payers to coordinate care and reduce 
inefficiency. The initiative seems to be 
working, with one analysis showing 
more than 50 ACOs had managed to 
lower costs.

Specialty Drugs Account  
for 25% of Costs
Specialty drugs make up only 1% of 
prescriptions, but account for 25% of 
U.S. drug spending. That number is 

moving quickly toward 50% as  
monopolies approved under patent 
law may be producing prices well 
above production cost. 

Treating the Chronic  
Conditions of Cancer
With the number of cancer survi-
vors expected to keep increasing, 
improvements in cancer detection and 
treatment have led to some chronic 

conditions vs. terminal diagnoses. 
IT company MolecularHealth has 
launched a new oncology program 
with its TreatmentMAP process that 
analyzes cancer tumors and creates 
an actionable report for the treating 
physician. The report indicates the 
best treatment currently available for 
the particular condition and, where 
necessary, helps doctors find available 
clinical trial options.

Come 2015, the Affordable Care Act requires employers, insurers and other reporting entities to capture the 

following information:

•   Minimum Essential Coverage (IRC Section 6055) – Requires information on the entity providing  

coverage, including contact information, as well as reporting on individual enrollees that includes identify-

ing information and the months for which individuals were covered. Self-funded plans must comply.

•   Applicable Large Employers >50 FTEs (IRC Section 6056) – Demands information on the employer 

offering coverage, including contact information and the number of full time employees. For each FTE, the 

employer must provide information on coverage offered, by month, including the lowest employee cost  

of self-coverage offered.

Your third party administrator can provide you with these new report statements, which must accompany 

corporate tax returns filed in 2016 for 2015 plans.

Reporting Deadlines for Self-Funded Plans

Moving Toward Full Implementation
Health Care Reform Update

IRS Releases Maximum Out-of-Pocket Limits

Under the Affordable Care Act, health insurance 

issuers and self-funded group health plans are re-

quired to fund a Transitional Reinsurance Program 

from 2014 to 2016. This program is designed to 

stabilize premiums in the individual market inside 

and outside of the Marketplaces and will fund 

reinsurance payments for those insurers covering 

high risk individuals. 

 

Self-funded plans fund and remit the Reinsurance 

Fee, which is assessed on a per capita basis. A fee 

of $5.25 per member per month ($63 per year) 

is required for 2014 – decreasing in subsequent 

years ($3.67 PMPM/$44 per year in 2015, with 2016 

fees TBD). The payment for the 2014 calendar year 

is due to the department of Health and Human 

Services by January 15, 2015 if paying in full. A 

two-payment option is available which requires 

a first installment of $52.50 PMPY by January 15, 

with the remaining $10.50 PMPY fee due in Q4. 

Membership counts are determined based on the 

first nine months of the calendar year, with counts 

submitted to HHS once per year.

Compliance assistance is a standard part of our  

client service. For questions or help with these 

ACA requirements, please give us a call.

Time to Pay Up 
Transitional Reinsurance Premiums 
Coming Due

As high-deductible health plans continue to flourish, 

the IRS has provided guidance on plan participant cost 

exposure limits for 2015. Next year, the out-of-pocket 

maximum on cost sharing is $6,600 for self-only  

coverage (vs. $6,350 in 2014) and $13,200 for coverage 

other than self-only (vs. $12,700 in 2014). Final maximum 

deductible limitations (only applicable to the small group 

market) are $2,050 for self-only (vs. $2,000 in 2014) and 

$4,100 for other (vs. $4,000 in 2014).

2015 out-of-pocket maximum limits for health savings 

account (HSA) compatible high deductible health plans 

are expected to be released by the IRS in mid-2015.



That tattoo may be cool, 

but it may also trigger 

problems ranging from 

allergic reactions to 

scarring to the formation 

of bumpy knots called 

granulomas.  As of 2012, one in five adults had a 

tattoo – up from 14% in 2008. 

While the majority of tattoos are trouble-free, 

there are risks. Anything that comes in contact 

with the tattoo, such as bacteria and viruses, can 

get into the wound and your entire body. It’s 

like having a bite or giant abrasion. Unsterilized 

tools or contaminated ink can lead to infection, 

blood-borne diseases and other less obvious 

issues. In addition, tattoos should not be applied 

over existing moles whenever possible, as it can 

prevent early detection of skin cancer by masking 

changes in mole size and texture.

Think before you ink. The easiest and most  

important way to avoid becoming a tattoo horror 

story is to research the tattoo parlor and review 

your personal health history.  

Did You Know? New Ideas for Healthy Consumers

A report from the Institute of Medicine, which 

advises Congress on health issues, did not find 

evidence that cutting sodium intake below 2,300 

milligrams reduced risk of cardiovascular disease. 

Study participants consumed an average of 

4,930 milligrams of sodium a day, for 3.7 years. 

Researchers found that 4.3% of those who 

consumed less than 3,000 milligrams of sodium 

either died, suffered a heart attack or stroke or 

developed heart failure in that time, versus 3.1% 

with intake between 3,000 and 6,000 milligrams. 

Current sodium intake guidelines are largely 

derived from short-term studies that found low-

salt diets beneficial in lowering blood pressure for 

people already diagnosed with current or border-

line hypertension. What is lacking, however, are 

studies that show a resulting reduction in blood 

pressure actually reduces risk of death or serious 

cardiovascular problems.  

This latest report from the Institute of Medicine 

has further divided health experts over whether 

or not sodium guidelines should be modified 

upward. In the meantime, for consumers who’ve 

been missing their salty foods, it appears you may 

be able to relax the reins a bit – at least until the 

next study comes out.

Parents, dental experts say it’s OK to allow your 

kids to enjoy Halloween candy, as long as it’s 

in moderation. It takes a while for cavities to 

grow, and one candy splurge won’t make a 

difference if your children have been using 

good oral hygiene – brushing twice a day with 

fluoride toothpaste, flossing and limiting sweets 

to mealtime. Use Halloween as an opportunity 

to teach your children the benefits of modera-

tion – applied not only to candy, but to other 

experiences, as well. You and your children can 

have more fun trick or treating and you may 

even see your dentist enjoying a sweet treat or 

two along the way.

New Study Favors 
Sodium

Halloween Candy is 
Fine – In Moderation

Think Before You Ink

Please Contact Us:  This newsletter is not intended as a substitute for personal 

medical or employee benefits advice. Please consult your physician before 

making decisions that may impact your personal health. Talk to your benefits 

administrator before implementing strategies that may impact your organiza-

tion’s employee benefit objectives.


