
  

 
 
 
  

Over the years, small to mid-size Indiana school corporations have migrated toward multiple group arrangements 
referred to as Trusts.  Interest continues to gain momentum as more focus is placed on efforts to control health care 
costs and find other opportunities to gain purchasing advantages and adopt best practices for other benefits and school-
related services.  Schools are looking for ways to improve employee awareness, provide access to quality health care 
benefits, and develop an overall healthier population in the hope of minimizing future financial liability.   
 
Formation of a Trust creates a single, large employer or trust contract that is a self-funded Trust and subject to MEWA 
(Multiple Employer Welfare Arrangement) rules as required by the State of Indiana. 
 
This single contract approach offers a number of advantages: 
 

• Spreading of claims experience over a larger group – greater predictability 
• Greater leverage in the marketplace – both insurers and third-party administrators may be more willing to 

negotiate lower rates and offer service performance contracts  
• The ability to offer multiple medical plan options in schools that may be too small for this diversity on their 

own 
• Increased accountability among plan participants – members tend to develop more interest in the cost of 

benefits and share in the responsibility for overall success of the plan 
• Willingness to explore change – a sense of ownership creates increased interest in thinking outside the box 
• Members are more empowered to adopt wellness and disease management programs, as well as consumer-

driven health plans and clinic collaboration that can positively impact future plan costs 
• Ancillary benefits such as life, disability, accident, cancer, critical illness, dental and vision can also be 

purchased through a single large-group contract 
 
 

Health Insurance 
What is a Trust? 

Understanding Self-Funding    

Self-insurance is also called a self-funded plan. This is a type of plan in which an employer or trust takes on most or all 
of the cost of benefit claims. The insurance company manages the payments, but the employer or trust is the one who 
pays the claims 
 
What is Self-Funding? 
A Self-Funded, or Self-Insured plan, is one in which the employer or trust assumes the financial risk for providing 
health care benefits to its employees. In practical terms, Self-Insured employer or trusts pay for claims out-of-pocket as 
they are presented instead of paying a pre-determined premium to an insurance carrier for a Fully Insured plan. 
Typically, a self-insured employer or trust will set up a special trust fund to earmark money (corporate and employee 
contributions) to pay incurred claims. 
 
What is a TPA? 
A third-party administrator (TPA) is an entity that processes or adjudicates claims for an employee benefit plan. A 
TPA may provide additional services to an employee benefit plan or employer or trust, such as collecting premiums, 
contracting for PPO services, providing utilization review of claims, and similar ancillary services to the operation of 
the employee benefit plan. Self-insured employer or trusts can either administer the claims in-house or subcontract this 
service to a TPA.  Examples of a TPA are United HealthCare, Anthem BCBS, Cigna, etc. 
 
 
 
 
 



  

 
  

 
Why do employer or trusts self-fund their health plans? 
There are several reasons why employers or trusts choose the self-insurance option. The following are the most 
common reasons: 

• The employer or trust can customize the plan to meet the specific health care needs of its workforce, as 
opposed to purchasing a 'one-size-fits-all' insurance policy. 

• The employer or trust maintains control over the health plan reserves, enabling maximization of interest 
income - income that would be otherwise generated by an insurance carrier through the investment of 
premium dollars. 

• The employer or trust does not have to pre-pay for coverage, thereby providing for improved cash flow. 
• The employer or trust is not subject to conflicting state health insurance regulations/benefit mandates, as self-

insured health plans are regulated under federal law (ERISA).  Public Entities are an exception to ERISA. 
• The employer or trust is not subject to state health insurance premium taxes, which are generally 2-3 percent 

of the premium's dollar value. 
• The employer or trust is free to contract with the providers or provider network best suited to meet the health 

care needs of its employee. 
 
What is Stop Loss Insurance & How Does It Protect Trusts? 
There are several reasons why employers or trusts purchase Stop Loss Insurance but the main reason is to protect them 
financially. 

• Stop Loss Insurance comes in 2 forms, Specific & Aggregate coverage. 
• Specific Stop Loss coverage can easily be described as ‘Belly Button Insurance’ as it protects the plan from 

losses on every enrolled member over a certain amount. In this example we will use $100,000 as the threshold 
to meet. 

• With Specific Stop Loss the employer or trust is responsible for the first $100k in claims for that member 
BEFORE the Stop Loss kicks in and covers all costs over the $100k for the remainder for the plan year. 

• Aggregate Stop Loss coverage can easily be described as coverage on the risk for the entire population of 
enrolled employees. In this example we will use $50,000 as the threshold to meet.  

• The employer or trust pays the first $50k in claims for one (or a combination) of those members that go over 
the $100k threshold for the Specific Deductible. So, if one member has $120k in claims and another has $130k 
in claims then that additional $50k threshold would be met and any member that goes over the $100k 
threshold for the remainder of the plan year would no longer have to accumulate towards the Aggregate. 
Therefore, those claims would be covered 100% by the Stop Loss carrier for the remainder of the plan year. 

• The employer or trust is free to market the Stop Loss Insurance each year and we encourage our clients to do 
so in order to make they are getting the best deal. 

 
What is a Pharmacy Benefit Manager (PBM)? 
A PBM is an entity that processes pharmacy claims for an employee benefit plan. Many TPA’s have a preferred PBM 
or even a PBM that they potentially own (Example: Anthem uses IngenioRx as their standard PBM, UHC/UMR use 
Optum). However, carving out the PBM away from the standard options can often improve the plan performance, 
saving members and the Trust significant money. A high quality PBM provides effective formulary management 
based on the current drug mix of the Trusts population and implements certain programs to protect the plan. We 
believe it’s important to evaluate the PBM at least every 2 years to confirm the proper PBM partner is selected. 
Examples of a PBM includes IngenioRx, Optum, Navitus, TrueScripts, Magellan, CVS/Caremark, etc. 



  

 
  

According to medical experts, these are the top 5 ways the average person can save money on healthcare costs:  
 

 
1) Evaluate your current insurance plan  

Are you getting the most possible out of your insurance plan? Your plan dictates the cost of many of your healthcare-
related expenses. Make sure to study your plan and know what is covered under your current plan (and what isn’t).  
 
That means taking time to understand what your copay and/or coinsurance costs are, how -big your deductible is, and 
which providers, facilities, or hospitals are in-network. And don’t forget to get familiar with the drug formulary 
associated with your plan. You can work with your healthcare provider to change prescriptions to fall into a lower 
price tier of your specific coverage.  
 
If your current plan doesn’t suit your current healthcare needs, consider changing your coverage. You have the 
opportunity to change each year during Open Enrollment. 
 

2) Find ways to save on your prescriptions  
Sign up for a pharmacy savings card. 
 
Pharmacy savings cards are free services that offer significant discounts on drug prices at the pharmacy counter. 
Programs like GoodRx.com allow you to search your prescription to find the lowest prices in pharmacies near you.  
Prescription drug prices also vary across pharmacies. Compare prices online to find the lowest price before you even 
leave the house. 
 
Ask for generic medications when applicable.    
 
Don’t assume healthcare providers or pharmacists will automatically prescribe you the less costly treatment available. 
Doctors often prescribe the name-brand drugs they are most familiar with. Generic drugs, however, are just as 
effective as the brand name drug and cost 80-85% less on average. Always ask your pharmacist if there is an equally 
effective, less expensive generic alternative for your prescription.  
 
Switch to mail order prescriptions.  
 
If you take the same medication or medications regularly, you may save money by filling your Rx with a mail-order 
pharmacy.  Mail-order pharmacies allow you to fill your prescriptions in bulk, delivering you 90-day supplies instead 
of 30-day supplies, often at a discounted price.  
 

3) Always shop around  
The best thing you can do for any large healthcare cost is to explore your options. Many people don’t realize that the 
same procedure can cost tens of thousands more at one hospital or facility than another or when performed by one 
doctor versus another. For scheduled procedures or surgeries, patients can call hospitals in advance to request invoice 
estimates. Many insurance plans allow you to search for in-network providers before scheduling an appointment. 
Some hospitals and insurers even offer online pricing tools for real-time estimates.  
 
If you want to keep your current provider, it’s worth asking if they are able to provide treatment at a lower cost in a 
different location. Some doctors practice in multiple facilities, all of which may bill differently for many of the same 
services. Depending on your health plan, your doctor may be able to provide certain services, such as vaccines, 
procedures, or testing at a lower cost at another facility. It’s always worth asking your physician if your care would 
cost less at another treatment site.  

 

Top 5 Ways I Can Save on Healthcare 



  

         4) Avoid unnecessary healthcare expenses 
 
Be honest with yourself about potential financial challenges you might face adhering to a treatment plan or filling a 
prescription. Identifying your own financial limitations will help you narrow down the right questions to ask your 
insurance plan and your healthcare provider about how to find lower cost options. Finally, ask yourself if you really 
need the test, prescription, or procedure that has been recommended. Find out if there is an alternative, less expensive 
option that can work for you. 
 
        5) Don’t be afraid to negotiate prices 
 
It may not seem like it, but many large hospital bills are negotiable. Many hospitals offer waivers, cash discounts, or 
relief plans. Make sure to call the billing department and ask if there are healthcare discounts available or if they can 
wave any associated fees. The billing department will also be able to provide information about setting up a payment 
plan that doesn’t collect interest. 
 
 BONUS Ways to SAVE on HEALTHCARE 

Take advantage of free resources 
 
Your wellness center offers certain health screenings and many other services for free.  
 
Preventive services: If you have insurance coverage, many cover a free yearly checkup, like an annual physical—no 
copay required. Check with your plan to see if you can take advantage of this benefit. 
 
First Stop Health Telemedicine – no cost doctor visits virtually 24/7 access.  Also includes no cost mental health 
provider access. 
 
Centers of Excellence - No cost orthopedic surgery through the Centers of Excellence – Hendricks Regional Health. 


