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1. Understanding Self-Insured Health Plans and the
Need for Specialized Accounting

Self-insured health plans, unlike fully insured plans, are where an employer
assumes the financial risk of providing health coverage to its employees.
Instead of paying premiums to an insurance company, the employer directly
pays for employee healthcare expenses. This arrangement necessitates a
sophisticated approach to accounting for self-insured health plans, requiring
meticulous tracking of claims, establishment of reserves, and careful
financial reporting. The complexity arises from the inherent uncertainty in
future healthcare costs. This contrasts with fully insured plans where the
employer's financial responsibility is limited to the premium payments.



2. Key Components of Accounting for Self-Insured
Health Plans

Accurate accounting for self-insured health plans involves several crucial
components:

Claims Processing and Tracking: A robust system for recording, processing,
and tracking all medical claims is essential. This includes details such as
claim amounts, dates of service, and the individuals who submitted the
claims. Efficient claims processing is vital for timely payments and accurate
financial reporting.

Reserve Estimation: A critical aspect of accounting for self-insured health
plans is the accurate estimation of reserves. Reserves represent the
estimated liability for future claims that have been incurred but not yet
reported or paid. Actuarial methods are commonly employed to determine the
appropriate reserve levels. Understatement of reserves can lead to
misrepresentation of financial health, while overstatement can hinder
profitability.

Stop-Loss Insurance: Many self-insured plans purchase stop-loss insurance to
mitigate the risk of catastrophic claims. This insurance policy covers claims
exceeding a specified threshold. The accounting treatment of stop-loss
insurance, including premiums paid and claims reimbursed, needs careful
consideration within the framework of accounting for self-insured health
plans.

Financial Reporting: The financial statements must accurately reflect the
financial implications of the self-insured health plan. This includes
reporting the plan's assets, liabilities (primarily reserves), and expenses.
Compliance with Generally Accepted Accounting Principles (GAAP) or
International Financial Reporting Standards (IFRS), as applicable, is
crucial. This often necessitates specialized knowledge of accounting for
self-insured health plans.

3. Methodologies and Approaches in Accounting for
Self-Insured Health Plans

Several methodologies are used for accounting for self-insured health plans.
The choice depends on factors such as plan size, complexity, and the level of
sophistication in the employer's accounting systems.

Accrual Accounting: This method recognizes expenses when they are incurred,
regardless of when they are paid. This approach is generally preferred for
accounting for self-insured health plans as it provides a more accurate
picture of the plan's financial position.

Actuarial Methods: Actuarial techniques are essential for estimating



reserves. These methods use statistical models and historical data to predict
future claims costs. Common actuarial methods include the chain-ladder
method, Bornhuetter-Ferguson method, and Cape Cod method. The selection of
the appropriate method depends on various factors, including data
availability and the stability of historical trends.

Cash Basis Accounting: While less common for large self-insured plans, cash
basis accounting records expenses when they are paid. This method can be
simpler but may not provide a complete financial picture.

4. Compliance and Regulatory Considerations in
Accounting for Self-Insured Health Plans

Compliance with relevant regulations is paramount in accounting for self-
insured health plans. These regulations often dictate reporting requirements,
reserve calculations, and auditing procedures. Employers must be aware of
federal and state laws that govern employee benefits and health insurance.
Non-compliance can result in significant penalties.

5. The Role of Technology in Streamlining Accounting
for Self-Insured Health Plans

Modern technology plays a significant role in improving the efficiency and
accuracy of accounting for self-insured health plans. Software solutions are
available that automate claims processing, track expenses, and facilitate
reserve calculations. These systems can reduce manual effort, minimize
errors, and improve the overall management of self-insured health plans.

Conclusion

Effective accounting for self-insured health plans is crucial for maintaining
accurate financial records, ensuring compliance, and making informed
decisions regarding healthcare benefits. The use of appropriate
methodologies, including actuarial techniques, and adherence to relevant
regulations are vital. Investing in technology can significantly improve the
efficiency and accuracy of the entire process. Employers should consult with
qualified professionals, such as actuaries and CPAs specializing in employee
benefits, to ensure that their accounting practices comply with all relevant
standards and regulations.

FAQs

What is the difference between a self-insured and a fully insured health1.
plan? A self-insured plan means the employer assumes the risk of paying
healthcare claims, while a fully insured plan transfers that risk to an
insurance company.



Why is accurate reserve estimation crucial in accounting for self-1.
insured health plans? Accurate reserves ensure the financial statements
accurately reflect the plan's liabilities and prevent financial
misrepresentation.

What are some common actuarial methods used for reserve estimation?1.
Chain-ladder, Bornhuetter-Ferguson, and Cape Cod are frequently used
methods.

What is the role of stop-loss insurance in self-insured plans? Stop-loss1.
insurance protects the employer from catastrophic claims exceeding a
predetermined threshold.

What accounting standards govern accounting for self-insured health1.
plans? GAAP (US) or IFRS (international) standards apply, depending on
the jurisdiction.

How does technology impact the accounting process for self-insured1.
health plans? Technology streamlines claims processing, tracking, and
reserve calculations, increasing efficiency and accuracy.

What are the potential penalties for non-compliance with regulations?1.
Penalties can include fines, legal action, and reputational damage.

What type of professionals should be involved in managing the accounting1.
for self-insured health plans? Actuaries, CPAs with employee benefits
experience, and specialized health plan administrators.

Is it always cheaper to self-insure a health plan? Not necessarily. It1.
depends on factors like employee demographics, claim history, and the
cost of administrative services.



Related Articles

Actuarial Methods for Reserve Estimation in Self-Insured Health Plans:1.
This article delves into the various actuarial methods used for
determining the appropriate reserves for self-insured health plans,
providing a detailed explanation of their strengths and weaknesses.

The Impact of Stop-Loss Insurance on Accounting for Self-Insured Health1.
Plans: This article focuses on the accounting treatment of stop-loss
insurance, explaining how it affects the financial reporting of self-
insured plans and analyzing its impact on risk management.

Compliance and Regulatory Considerations for Self-Insured Health Plans:1.
A comprehensive guide to the legal and regulatory environment
surrounding self-insured health plans, including reporting requirements
and potential penalties for non-compliance.

Technology Solutions for Streamlining Self-Insured Health Plan1.
Accounting: This article explores various software solutions designed to
automate claims processing, track expenses, and facilitate reserve
calculations, improving efficiency and accuracy.

Case Studies in Accounting for Self-Insured Health Plans: Real-world1.
examples of how different companies have managed their self-insured
health plans, showcasing successful strategies and highlighting
potential pitfalls.

Best Practices for Claims Management in Self-Insured Health Plans: A1.
detailed guide to effective claims management, including best practices
for processing claims, managing disputes, and minimizing costs.

Financial Reporting for Self-Insured Health Plans: A Step-by-Step Guide:1.
This article provides a practical, step-by-step guide to preparing



accurate financial statements for self-insured health plans, covering
all relevant aspects of GAAP/IFRS compliance.

The Role of Actuarial Consultants in Managing Self-Insured Health Plans:1.
This article discusses the valuable contributions of actuarial
consultants in helping employers to effectively manage their self-
insured health plans, from reserve estimation to risk management.

Cost-Benefit Analysis of Self-Insured vs. Fully Insured Health Plans: A1.
comparative analysis of the financial implications of self-insurance
versus fully insured plans, helping employers make informed decisions
based on their specific circumstances.
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and regulatory dilemmas. These include the power of state versus federal government in the health
sphere, conflict between insureres and patients and providers over medical need, financial rewards
to physicians for frugal practice, the role of antitrust law in the organization of health care provision
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info about the latest changes to the 2022 tax code, worksheets and forms you can use to file your
taxes, and the most current advice on how to maximize your credits and deductions. You’ll learn how
to legally keep as much money in your pocket as possible while you minimize how much Uncle Sam
takes off the top. In the latest edition of this widely read and celebrated series, you’ll find: Special
features that guide you through recent Tax Court decisions and IRS rulings that govern how your
deductions and credits work Tips and tricks on how to properly file your taxes and clever (but
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Additional Resources
The Best 10 Accountants near Ashburn, VA 20147 - Yelp
What are the best accountants who offer individual tax return preparation?

Home - Nova Tax & Accounting Services | Ashburn, VA
We are a leading Certified Public Accounting (CPA) firm dedicated to
delivering a comprehensive range of professional services to meet all your
financial needs.

Ashburn, VA Accounting Firm, Donovan Tax & Accounting, LLC
Donovan Tax & Accounting, LLC is a full service tax, accounting and business
consulting firm located in Ashburn, VA.

Virginia CPA Firm | Home Page | RAVIBCPA & COMPANY, LLC.
We offer a broad range of services to help our clients. Count on us to take
the worry out of your small business accounting. We help you take charge of
your finances to ensure a secure …

What Is Accounting? The Basics Of Accounting – Forbes Advisor
Jun 12, 2024 · Accounting is the process of recording, classifying and
summarizing financial transactions. It provides a clear picture of the
financial health of your organization and its...

Ashburn, VA Accounting Firm | Home Page | NOVA Tax Group
NOVA Tax Group is a tax & accounting firm comprised of small group of
experienced professionals including CPAs and attorneys. We offer a broad
range of services for individuals, …

9 Best Ashburn, VA Accountants | Expertise.com



4 days ago · We scored Ashburn accountants on more than 25 variables across
five categories, and analyzed the results to give you a hand-picked list of
the best. Learn about our selection …

Ashburn, VA Accounting Firm | Home Page | Kheire & Associates, …
Find comfort in knowing an expert in accounting is only an email or phone-
call away. (703)724-9406. We will happily offer you a free consultation to
determine how we can best serve you. …

Ashburn, VA Accounting & Bookkeeping Services | 1 …
Bookkeeping: Build a strong financial foundation for your Ashburn enterprise
with precise, reliable bookkeeping. Our service saves you time and provides
clear insights to guide your business …

Ashburn Accounting
Ashburn Accounting provides full charge bookkeeping services.

The Role of the Actuary in Self-Insurance Released
ways—from advising self-insured plan sponsors to delivering risk mitigation
products to self-insured plans—in which actuar-ies contribute to the self-
insurance market for health care. Self …

INTERNAL REVENUE SERVICE NATIONAL OFFICE TECHNICAL …
Taxpayer is an accrual method taxpayer that maintains self-insured medical
and dental plans (collectively, the “Plans”) for its eligible employees. The
Taxpayer operates on a 52/53 week …

Date: May 15, 2012 Re: Reponses to Request for Information …
insurance, but there has been an increasing tendency of companies to sponsor
self-insured health plans, so we suspect that more people will be covered by
stop loss. PPACA causes an …

Interpretation of the Emerging Accounting Issues Working …
Mar 24, 2025 · SSAP No. 47—Uninsured Plans SSAP No. 54—Individual and Group
Accident and Health Contracts SSAP No. 66—Retrospectively Rated Contracts
SSAP No. 84—Health …

Fully Insured vs. Self-Funded Plans - Connecticut General …
Aug 22, 2019 · Highmark offers two primary funding options for our commercial
group health plans: fully insured coverage and self-funded, or administrative
services only (ASO), plans. We …

EMPLOYERS AND THEIR Self-insured Health Plans
» An employer may obtain PHI from its health plan to the extent it is needed
in connection with a merger or sale of the company. 11. What operational
requirements are imposed on an …

AUDIT Self-funded Health Plan REPORT - OpenCities
SELF-INSURED HEALTH PLAN – Self-insured employers are liable for paying . all
medical claims under the plan’s benefits, so the employer must be able . to
pay for all claims from …



Chapter 34 – Insurance Costs - Defense Contract Audit Agency
Mar 6, 2019 · Accounting for Insurance Costs DFARS Subpart 228.3 Insurance
... For example, under a self-insured employee group health and survivorship
plan the contractor usually will …

Medical Stop Loss Captives - Risk & Insurance
65 – are covered by self-insured employer health plans. Given the rising cost
of healthcare, and the complexities associated with ACA compliance, more
employers will be likely to explore self …

Employer Group EPO Self-Funded Manual - Tufts Health Plan
Tufts Health Plan personnel are available to assist you by calling one of the
following numbers: • (617) 923-5406 Canton, MA • (800) 208-8013 Canton, MA
About Tufts Health Plan and the Self …

Making the Switch: Benefits Self-insured Plans - NFP
Apr 20, 2022 · Are self-insured health plans subject to state insurance
coverage requirements? • No. State insurance coverage mandates apply to ERISA
fully insured health plans, but do not …

Telehealth issue brief: Network adequacy - American Medical …
Dec 1, 2023 · Finally, self-insured plans are exempt from most state
insurance laws, but must comply with a limited set of federal laws and
regulations. ... At the state level, legislation or …

memorandum - Internal Revenue Service
Each adopting Employer may choose from one of four available self-insured
aCcident and health plans. In addition, the Employer can choose to have
immediate eligibility or a 30, 60 or 90 day …

AFA Administrative Handbook - Aetna
Quality health plans & benefits Healthier living Financial well-being
Intelligent solutions Administrative handbook Aetna Funding AdvantageSM For
self-insured groups with 25 – 500 …

CONSIDERATIONS FOR SELF-FUNDED HEALTH PLANS - TSTA
health plans, and providing high-quality customer service. As part of the
TRS-ActiveCare program, you are currently able to leverage the preferred
pricing and partnerships that are …

HIPAA 101 For Employers - Benefit Comply
Health Plans Sponsored As noted above, the health plan (not the employer) is
the covered entity. Many types of group health plans that employers sponsor
for their employees are subject to …

Self-Compliance Tool for the Mental Health Parity and …
retiree-only group health plans, self-insured non-federal governmental plans
that have elected to exempt the plan from MPHAEA, and group health plans and
group or individual health …

UNDERSTANDING YOUR FIDUCIARY RESPONSIBILITIES - U.S.



Most employers who sponsor fully or partially self-funded group health .
plans exercise some discretionary authority and therefore are fiduciaries. If
the employer sponsors a fully insured …

Employer-Sponsored Health Plan HIPAA Compliance Checklist
HIPAA covers “group health plans”, which are both insured and self-insured
employee welfare benefit plans that (i) have 50 or more participants or use a
third-party administrator and (ii) …

SELF-INSURED HEALTH BENEFIT PLANS - U.S. Department …
SELF-INSURED HEALTH BENEFIT PLANS March 23, 2011 Michael J. Brien, PhD
Deloitte Financial Advisory Services LLP 202-378-5096
michaelbrien@deloitte.com Constantijn W.A. …

Health care entities - Viewpoint
c. Health maintenance organizations and similar prepaid health care plans d.
Home health agencies e. Hospitals f. Nursing homes that provide skilled,
intermediate, and less intensive …

Gardner, Carton & Douglas Client Memorandum
components such as self-insured health plans they sponsor thatare subject to
the rules. Such employers are deemed to be “hybrid entities” for purposes of
HIPAA. The HIPAA privacy ...

24 Internal Revenue Service Department of the Treasury
self-insured group health plans will use Forms 1094-B and 1095-B to report
information about covered individuals. Insured coverage. Health insurance
issuers and carriers must file Form …

Fully Insured Dental Plans vs Self-Funded Dental Plans
unlimited health claims (at least theoretically), dental insurance companies
have low, hard dollar caps to their liability. Self-Funded Plans: Under a
self-funded or self-insured dental plan, you …

White Paper - ovation.health
even the self-insured plans continue to rise almost in parallel with fully
insured plans. As a result, in 2019 the average annual premiums $7,188 for
single coverage and $20,576 for family were …

Summary Plan Descriptions (SPDs)
Both insured and self-funded group health plans must comply with ERISA’s SPD
requirements. While ERISA contains an exception to the Form 5500 filing
requirement for certain small …

Reserving and financial reporting for non-insurance …
and accounting issues where a perceived vacuum in literature exists ...
(Self-Insured) Entity - Governance of organization ... - May be required by
state self-insurance regulator (e.g. …

Self Insured Medical Plan Accruals Final 9-1 - casact.org
9/1/2017 5 PwC Medical Stop Loss Specific Stop Loss Limits the amount of a



claim for an individual Insurers use “Lasering” to increase the attachment
point for high risk individuals with …

How to Plan and Design Thorough Health Care Claims Audit
complex, more self-insured health plans are conducting comprehensive health
care claims audits to safeguard their plans. Here’s what you, as plan
sponsors or trust-ees, need to know about …

Self-Insurance and the Affordable Care Act - Lipsitz Green
tion with offering a self-insured health plan, including the funding options
available to municipalities for such plans. Self-Funded Health Plans A self-
funded health plan is an …

Quarterly Federal Excise Tax Return - Internal Revenue Service
133 Applicable self-insured health plans: 133 (c) With a plan year ending
before October 1, 2024 $3.22 (d) With a plan year ending on or after October
1, 2024, and before October 1, 2025: …

Best Practices for Level-Funded Plan Compliance - mcgriff.com
insured plans) along with the ability to share in a degree of cost savings (a
feature of self-funded plans). However, it is essential to understand that
level-funded plans are generally considered …

An Introduction to Self-Funding
%PDF-1.7 %âãÏÓ 63 0 obj > endobj xref 63 62 0000000016 00000 n 0000002219
00000 n 0000002364 00000 n 0000002406 00000 n 0000003577 00000 n 0000004093
00000 n …

5500 Reporting for Welfare Plans FAQ - The Olson Group
• Fully insured group health plans with fewer than 100 participants as of the
beginning of the plan year ... *Schedules G, H, and I apply to retirement
plans, self-funded health plans, and plans …

Understanding Group Self-Insured - siia.org
Depending on the type of risk, self-insured programs are regulated at either
the state or federal level. Nationwide, most Fortune 1000 employers and many
mid-sized employers successfully …

Issue Analysis: Revenue Recognition Implications Under Topic …
Arrangements for healthcare services provided to uninsured and insured
patients with self-pay balances, including copayments and deductibles Revenue
streams . ... Healthcare providers …

Statutory Issue Paper No. 107 Certain Health Care …
SSAP No. 47—Uninsured Plans (SSAP No. 47) paragraph 10.c. provides accounting
guidance for the admissibility of uninsured Medicare and similar government
funded plans. Current statutory …

Internal Revenue Service Memorandum
(Income Tax & Accounting) subject: Section 4375-77 Excise Tax on Certain
Insurance Policies, ISSUES This memo addresses whether fees paid by issuers



of certain health insurance …

Employers & HIPAA: Understanding ‘Group Health Plans’
(including large group health plans), group health plans were given an
additional year to comply if they had less than $5 million in premiums (if
fully insured) or claims (if self-insured). Because …

Reporting and Disclosure Guide for Employee Benefit Plans
Doment Type of nformaton To hom hen Doment Type of nformaton To hom hen 2 The
term “group health plan” means an employee welfare plan to the extent that
the plan provides …

International Public Sector Accounting Standards Employee …
UN IPSAS Corporate Guidance – Employee Benefits Content table UN IPSAS
Implementation Project OPPBA, DM Page 1 of 88 United Nations Corporate
Guidance for International Public …

Employers & HIPAA: Understanding ‘Group Health Plans’
(including large group health plans), group health plans were given an
additional year to comply if they had less than $5 million in premiums (if
fully insured) or claims (if self-insured). Because …

EMPLOYEE BENEFITS 2025 Compliance Guide
For fully insured plans, the carrier will make the payment on the employer’s
behalf. If a health plan is self-insured or has an HRA integrated with a
fully insured plan, the health plan …

Self-Insured Health Plans - Centers for Medicare & Medicaid …
Self-insured health plans . by Patricia McDonnell, Abbie Guttenberg, Leonard
Greenberg, and Ross H. Arnett, III . Nationwide, 8 percent of all employment-
related health plans were self …

social security accounting entries for self insured health …
Create online documents and improve PDFs with Google Docs. Collaborate in
real-time from any device alongside use ADVANCED ANALYTICS to generate
doodles, samples, and more.

Action Required for Self-Insured Health Plans - Conner Strong
accounting and financial departments. Note that certain self-insured health
plans that do not use a TPA for administrative functions such as plan
enrollment, claim adjudication or claim …

Preparing for a US DOL Audit-Self Audit Checklist for Self …
the employer's group health plan is self-insured and that Diversified Group
is the TPA. Documents, Records and Materials Have Need N/A 01. Plan Document
– The Plan Document …

Trends and Practices in Healthcare Subrogation - U.S.
Jan 28, 2013 · The overall objective of this report is to document the extent
to which health plans utilize subrogation to recover health benefits paid to
plan participants . The report is organized …



Minimum Essential Coverage (MEC) / Skinny Plans - Benefit …
Nondiscrimination Rules for Self-Funded Group Health Plans As self-funded
group health plans, MEC plans are subject to §105(h) nondiscrimination rules,
which restrict the ability to favor …

Health-Cost-Transparency-Guide-for-Employers-Updated_0424
Self-Insured Plans . The issue is more complicated for employers who sponsor
self-insured (or level-funded) plans. In this case, technically, the employer
is the entity that is liable for the …

Accounting For Self Insured Health Plans

Accounting For Self Insured Health Plans
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