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The Current Medical Stop-Loss Landscape

• How employers have traditionally covered 
medical stop loss 

• Employers that self-fund their employee benefit health and 
dental plans purchase stop loss coverage from a qualified 
insurer to protect themselves from catastrophic or 
unpredictably high claims;

• Insurance company is liable for losses exceeding the 
employer’s deductible

• Two types of coverage available:
• Specific Stop Loss
• Aggregate Stop Loss

• Stop Loss claims are paid through reimbursements to the 
employer

• Now, using captives for employee benefits including 
healthcare is a fast growing phenomena
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Potential Cost Savings with Medical Stop-Loss 
in a Captive
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Considerations for Setting Up a Stop-Loss 
Captive
• Self-insured Experience

• Loss ratio/lasers

• Captive Type
• Pure, group, fronted, direct?

• Domicile
• Where do we have an advantage?

• Tax Issues
• Deductibility of premiums
• Insurance accounting

• Layers/ Reinsurance
• Captive Structure
• Regulatory Compliance

• ERISA and ACA 
• Captive regulations



Considerations for Setting Up a Stop-Loss 
Captive

The captive protects itself from excess claims by buying cover 
from an outside reinsurer for individual claims and total 

claims that could exceed 125% of expected

Reinsurer
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A Case Study: Group Employer Program

• Successful Group Medical Stop Loss Captive
• Employers experiencing significant rise in health care costs

• Increased scrutiny of spending as these costs rise

• 6 employers join up to form a group medical stop loss captive to:

• Leverage economies of scale

• Improve health care buying power

• Provide efficiency ion program design, administration and funding

• Group now consists of 20 employers with more looking to join

• Results:

• 2018 renewals average rate increase of only 0.5% compared to 7% industry average

• 4 members saw 2018 renewal rates either stay the same or decrease

• Fixed costs lowered from 10.3% to 7.7% of working premium in first 18 months
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