
Business owners who tap the traditional insurance 
market for employee health coverage know three 
things: 

1   Healthcare costs rise constantly
2   Premium increases are volatile and unpredictable
3   Employers have little influence on their rising costs

 

Savvy business owners are abandoning traditional carriers and 

forming their own Private Insurance CompanyTM to self-insure 

their employee health insurance. This allows employers to 

take back control over these rising costs. A Private Insurance 

Company provides coverage exclusively to its owner(s), and 

gives him/her new ways to cut back on expensive health 

insurance premiums. Savings can be considerable, and the 

unused premiums are available to fund future expansion and 

investment.

Combining self-insurance with stop-loss coverage allows 

the employer to choose a fairly high deductible for each 

employee in the plan. An actuary then estimates required 

funding to cover employee claims for a single year. The actuarial 

recommendations not only set the deductible amount, they 

also determine an aggregate exposure total. This number is the 

upward limit of financial risk to the employer for a single year. 

The employer can then purchase the stop-loss coverage to cap 

the Private Insurance Company liability for any large claims.  

The savings between the Private Insurance Company plan and 

the traditional carrier premium can be very significant. A saving 

that remains in the bank, where it accumulates year after year. 

As a result, the business owner can build equity for investment 

in future business growth and expansion. 
               

Reduce Employee Health 

Costs with a Private 

Insurance Company

This table illustrates how the actuarial process can help a business owner 
safely pre-fund a typical year’s employee claims.
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For business owners who already self-insure employee health 

insurance, a Private Insurance Company offers a way to immediately 

deduct health care costs - before claims are paid. In standard 

self-insurance models, the pre-funded amount can only be 

deducted when claims are paid. A Private Insurance Company thus 

offers real tax efficiency.

Business owners know that employee health plans will have a 

consistent flow of claims year after year. This leads to predictability. 

Self-insuring through a Private Insurance Company along with a 

stop-loss rewards business owners for effective risk management, 

offers tax efficiencies and limits the total financial exposure for 

claims. Most importantly, the Private Insurance Company can amass 

significant savings which can be used to underwrite business 

growth and expansion. Even companies with existing self-insurance 

programs will find that adding a Private Insurance Company to the 

mix, delivers additional compelling financial advantages. 

A Private Insurance Company 
delivers effective risk management, 
tax efficiencies and limited financial 

exposure, allowing employers to build 
investment reserves quickly.


