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A growing number of midsize employers
seeking to self-insure their health benefits for
the first time are discovering that group
medical stop-loss captives can provide them
with some added protection from potentially
catastrophic losses.

At the same time, some smaller and midsize
employers that are experienced with self-
funding recently have begun tapping into
these special-purpose member-owned
insurers as a way to smooth out the volatility
that sometimes occurs in the cost of stop-
loss coverage with specific deductibles
below $250,000.

In either case, group stop-loss captives are
helping midsize employers better manage

their health benefit costs, experts say.

Since the first group stop-loss captive was formed in 2005, the market has grown to
encompass more than 40 facilities domiciled offshore and in the United States.

That number is projected to surge as more small and midsize employers choose to self-fund
health benefits as a cost-cutting measure.

“I think we are going to see phenomenal growth,” said Andrew Cavenagh, managing director
of Pareto Captive Services in Conshohocken, Pa., which launched Contrarian Re on July 1,
2012, with 21 employer-members with groups averaging between 100 and 200 employees.

“Every employer is interested in everything and anything that might give them greater control
and lower long-term (health benefit) costs,” Mr. Cavenagh said. “We have about 5,000 lives
in our various programs. In two to three years, I predict that will grow to 50,000, and in
seven to eight years it will be half a million. It's going from that "shiny-sparkly' thing that
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people want to talk about to playing a role similar to that of captives on the property/casualty
side of the insurance industry.”

“We have numerous inquiries about doing this,” said Ben Krambeck, a partner with Benefit
Captive Re L.L.C. in Des Moines, Iowa, which has placed more than 50 employer groups
with 50 to 1,500 employees into group stop-loss captives in Vermont, the Cayman Islands
and Bermuda since 2006. “The market is changing so fast due to” the Patient Protection and
Affordable Care Act, which many employers fear will increase the cost of fully insured health
benefits, he said.

Group captives provide a way for small and midsize employers to self-fund by serving as a
conduit to medical stop-loss coverage, a form of excess insurance that pays claims above
the employer's self-insured retention (see related story).

“Self-funding for employee medical for a long time has been the domain of companies with
1,000 employees or more. Until the last five years or so, self-funding wasn't doable for a
250-life company, and the options weren't great for a 500-life company,” said Tris Felix, vice
president of risk management at IMA Inc. in Denver, which began helping midsize employers
pool their stop-loss risks via captives in 2009.

Part of the reason self-funding was out of reach for midsize employers was that it was
difficult for those companies to purchase reasonably priced medical stop-loss coverage with
specific deductibles of less than $100,000 per claimant, Mr. Felix said. But with a captive,
“self-funding now becomes feasible for that midsize employer because it uses the scale of
the group to fund risk in a way that it could never do on its own,” he said.

A typical stop-loss arrangement begins with an employer's $25,000 self-insured retention.

IMA has 22 employer-clients with between 65 and 900 employees participating in three
group stop-loss captives domiciled in Vermont, Delaware and the Cayman Islands.

Initially, employers that were self-funding for the first time were among those most attracted
to group stop-loss captives. But recently, the captives have been gaining traction among
employers that had self-funded previously, industry experts report.

In fact, all but one of the 27 employers participating in Well Health Insurance Ltd. already
were self-funding, according to Doug Hayden, senior vice president at Captive Resources
L.L.C., a Schaumburg, Ill.-based captive consultant that helped form the facility in Grand
Cayman in April 2011.

Jim Knutson, risk manager at Acromatic Products Co. in Loves Park, Ill., said his company
joined a group stop-loss captive in Bermuda in 2010 after deciding it no longer was feasible
to purchase stop-loss coverage on its own for its self-insured group of less than 100
employees.

“We didn't feel the marketplace was able to give us something sustainable,” Mr. Knutson
said, adding that his company also was “motivated in a big way by PPACA. We were trying
to manage the exposure through lifetime limits, and when those limits were removed, all of a
sudden there was no longer any way to assess it.”

“The group captive brings access to lower reinsurance rates and reduced volatility to the
100- to 200-employee firm,” said Mike Schroeder, president of Roundstone Management
Ltd. in Westlake, Ohio, which formed its first group stop-loss captive in 2005.

While the initial premium to join a group stop-loss captive is “not a lot different than
traditional stop-loss, over time it is less expensive because stop-loss pricing includes some
assumptions that don't always bear out,” he said. “The captive is a financial mousetrap
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delivering the lowest stop-loss cost possible.”

View as Multiple Pages

 

COMMENTS REPRINTS

Read More >>

Shell threatens to close facilities after crude oil theft
rises in Nigeria GLOBAL FOCUS

Bermudian insurers to cover over $2.5 billion losses
from Hurricane Sandy  GLOBAL FOCUS

Bahamas could attract captive managers by
exploiting its ship registry GLOBAL FOCUS

Singapore: Nonlife sector premiums up 5.4% in
2012  GLOBAL FOCUS

Dutch raises terrorism threat to "substantial"  GLOBAL

FOCUS

ADVERTISEMENT ADVERTISEMENT

Related Articles and Documents

How group medical stop-loss captives work

More insurers show interest in medical stop-loss
captives

You may also want to visit

People Risks
Alternative Risk Transfer/Captives

ADVERTISEMENT

ADVERTISEMENT

Sign Up For Channel Newsletters

Benefits Management Newsletter
Brokers & Insurers Newsletter
Mid-Market Executive Newsletter
Risk Management Newsletter
Specialty Risk Newsletter
Workers Comp Newsletter

ADVERTISEMENT

Breaking News Most Popular

Most Emailed

0 0 0 

http://www.businessinsurance.com/article/20130310/NEWS05/303109987?tags=|60|305|339|342&template=comments
http://www.businessinsurance.com/article/20130310/NEWS05/303109987?tags=|60|305|339|342&template=comments
http://www.businessinsurance.com/section/reprints
http://www.businessinsurance.com/section/reprints
http://www.businessinsurance.com/article/20130310/NEWS05/303109987?tags=|60|305|339|342&template=printart
http://www.businessinsurance.com/article/20130310/NEWS05/303109987?tags=|60|305|339|342&template=printart
http://www.businessinsurance.com/apps/pbcs.dll/art_tips?Site=CB&Date=20130310&Category=NEWS05&ArtNo=303109987&Ref=AR
http://www.businessinsurance.com/apps/pbcs.dll/art_tips?Site=CB&Date=20130310&Category=NEWS05&ArtNo=303109987&Ref=AR
http://www.businessinsurance.com/section/most-recent
http://www.businessinsurance.com/article/20130314/NEWS09/130319902
http://www.businessinsurance.com/article/20130314/NEWS09/130319902
http://www.businessinsurance.com/article/20130314/NEWS09/130319903
http://www.businessinsurance.com/article/20130314/NEWS09/130319903
http://www.businessinsurance.com/article/20130314/NEWS09/130319904
http://www.businessinsurance.com/article/20130314/NEWS09/130319904
http://www.businessinsurance.com/article/20130314/NEWS09/130319905
http://www.businessinsurance.com/article/20130314/NEWS09/130319905
http://www.businessinsurance.com/article/20130314/NEWS09/130319906
http://oascentral.businessinsurance.com/RealMedia/ads/click_lx.ads/www.businessinsurance.com/web-news/_mid-market-executive/article_20130310303109987/L56/1630035572/Middle3/crain/BIO_OZ_ARCH_300x250_313/300x250EmailBannerros.jpg/524b564a696c4641687263414376564b;zip=US:48033?x
http://oascentral.businessinsurance.com/RealMedia/ads/click_lx.ads/www.businessinsurance.com/web-news/_mid-market-executive/article_20130310303109987/L56/1431229199/Right2/crain/BIO_OH_GLOBALFOCUS_ROS_300_0213/300x250.jpg/524b564a696c4641687263414376564b;zip=US:48033?x
http://www.businessinsurance.com/article/20130310/NEWS05/303109989
http://www.businessinsurance.com/article/20130310/NEWS05/303109988
http://www.businessinsurance.com/article/20130310/NEWS05/303109988
http://www.businessinsurance.com/section/topics?tagID=339
http://www.businessinsurance.com/section/topics?tagID=60
http://oascentral.businessinsurance.com/RealMedia/ads/click_lx.ads/www.businessinsurance.com/web-news/_mid-market-executive/article_20130310303109987/L56/1276798282/Left2/crain/BIO_OH_RMOY_ROS_300X100_0113/BIO_NURMOY300x100.jpg/524b564a696c4641687263414376564b;zip=US:48033?x

https://home.businessinsurance.com/clickshare/myhome.do
https://home.businessinsurance.com/clickshare/myhome.do
https://home.businessinsurance.com/clickshare/myhome.do
https://home.businessinsurance.com/clickshare/myhome.do
https://home.businessinsurance.com/clickshare/myhome.do
https://home.businessinsurance.com/clickshare/myhome.do

jboerio
Highlight



Medical stop-loss captives make self-funding easier for mid-market firms | Business Insurance#full_story#full_story#full_story#full_story

http://www.businessinsurance.com/article/20130310/NEWS05/303109987#full_story[3/14/2013 9:56:43 AM]

UPCOMING EVENTS

40 Under 40 Regional Broker
Leaders Awards
2013 | Regional

Business Insurance's first
40 Under 40 Regional
Broker Leaders Awards
are based on

nominations accepted from five regions of the
United States:...

Risk Manager of the Year®
April 23, 2013 | Los Angeles, CA

The Risk Manager of the
Year® and Risk
Management Honor

Roll® Awards are among the highest honors
Business Insurance presents among the risk ...

View All Business Insurance Awards & Events >

LISTS & RESEARCH

Enterprise Risk Management
Published January 2013

Enterprise risk management is a
goal of many organizations, yet
efforts to achieve ERM often are
stymied by what seems to be the
insurmountable...

The Toughest Workers Comp
Claims
Published January 2013

Resolving the majority of workers
compensation claims is a
straightforward process. Other
more problematic claims can be
time-consuming and costly,...

View All Business Insurance Lists & Research >

Current Issue

About
About Us

Crain's Brands

Contact Us

Privacy Policy

Services

Terms of Use

Advertise
Advertise

Event Sponsorship

Datebook Calendar

Media Kit

Reader Services
Classifieds

Customer Service

E-mail Newsletters

Mobile Apps

RSS feeds

Request Reprints

Register Online

Single Copy Sales

Subscribe/Renew

Media
Lists & Research

Photo Galleries

Video Reports

Webinars

White Papers

Resources
Awards & Events

Career Center

CE Center

Comings & Goings

Editorial Calendar

Perspectives

BI Stock Index

Insights Today 
for the Risks of Tomorrow

   

Copyright © 2013. Crain Communications, Inc.

Subscribe

http://www.businessinsurance.com/article/20130101/40UNDER40/301019997
http://www.businessinsurance.com/article/20130101/40UNDER40/301019997
http://www.businessinsurance.com/article/20121010/RMOY/121019985
http://www.businessinsurance.com/section/awards
http://www.businessinsurance.com/article/99999999/WP05/121219874
http://www.businessinsurance.com/section/research-center
http://ww.qmags.com/magazines/PubHomePage.asp?publication=124
http://www.businessinsurance.com/section/about
http://www.businessinsurance.com/section/crain-brands
http://www.businessinsurance.com/section/contact
http://www.businessinsurance.com/section/privacy-policy
http://www.businessinsurance.com/section/services
http://www.businessinsurance.com/section/terms-of-use
http://www.businessinsurance.com/section/advertise
http://www.businessinsurance.com/section/awards
http://www.businessinsurance.com/section/calendar
http://www.businessinsurance.com/section/advertise
http://www.businessinsurance.com/section/classifieds
http://www.businessinsurance.com/section/contact
https://home.businessinsurance.com/clickshare/myhome.do
http://www.businessinsurance.com/section/mobile-apps
http://www.businessinsurance.com/section/rss-feeds
http://www.businessinsurance.com/section/reprints
https://home.businessinsurance.com/clickshare/myhome.do
http://www.businessinsurance.com/section/services#SingleCopySales
http://www.businessinsurance.com/section/subs
http://www.businessinsurance.com/section/research-center
http://www.businessinsurance.com/section/galleries
http://www.businessinsurance.com/section/video-reports
http://www.businessinsurance.com/section/webinars
http://www.businessinsurance.com/section/white-papers
http://www.businessinsurance.com/section/awards
http://careers.businessinsurance.com/home/index.cfm?site_id=4163
http://businessinsurance.webce.com/
http://www.businessinsurance.com/section/comings-and-goings
http://www.businessinsurance.com/section/advertise#BICalendars
http://www.businessinsurance.com/section/perspectives
http://www.businessinsurance.com/section/market-data
http://www.businessinsurance.com/
http://twitter.com/#!/BusInsMagazine
https://www.linkedin.com/groups/Business-Insurance-Magazine-1969787
http://www.facebook.com/BusInsMagazine
http://www.businessinsurance.com/section/mobile-apps
http://www.businessinsurance.com/section/subs

	businessinsurance.com
	Medical stop-loss captives make self-funding easier for mid-market firms | Business Insurance#full_story#full_story#full_story#full_story


	UvMzAzMTA5OTg3I2Z1bGxfc3RvcnkA: 
	form1: 
	crit: 
	input13: 




