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	Shared Returns MP (Minimum Premium) Funding




At CIGNA, we understand that a “one size fits all” approach to benefits does not work. And we understand that when it comes to managing cash flow and risk, your company has unique needs. As one of the most experienced companies when it comes to benefit plan funding options, we provide an extensive selection of funding solutions – one of the broadest in the industry. 

And we offer consultative support from experts to help you decide how you want to manage your cash flow and balance your risk. 

Shared Returns MP (Minimum Premium): What is it? 
The Shared Returns MP (Minimum Premium) Funding arrangement strikes a balance between two commonly used funding options:  ASO (or Self-Insured) and Fully Insured.  It provides cash flow and premium tax advantages similar to ASO while maintaining the protection of an underlying insurance plan. 
Under Shared Returns MP you can hold the reserve portion of your premium and fund claims as they are paid – resulting in lower monthly premium payments and increased cash flow capabilities. If claims are lower than expected in a given month, you benefit from lower funding.  If claims are higher, you have the protection of monthly & annual caps; funding claims over the cap is our responsibility.  Additionally, you have the opportunity to participate in the overall plan experience. 
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[image: image1]
Minimum Risk
Maximum Risk

Advantages to You:  

· Increased cash flow: You can hold the reserves and fund claims only as they occur so you can maximize your cash flow. 
· Insurance protection: The Shared Returns MP program is fully insured by Connecticut General Life Insurance Company.  The program includes a monthly cap on claim liability and pooling protection for large, catastrophic claims.

· Premium Tax Savings: Since you hold the reserves and fund claims you pay a smaller monthly premium. This also results in lower premium taxes.
· Fiduciary Responsibility: CIGNA retains claim fiduciary responsibility.
· Shared Returns: If your claim experience is better than expected, you benefit on a real time basis through funding the lower claim amount. If claims come in higher than expected you have the benefit of a monthly and annual cap and can spread that experience out over multiple years.
· Experience Rating: Future rates are based on retrospective review of your prior policy year claim experience and depending on size may be melded with book of business rates. 
· Comprehensive Reporting:  A full suite of consultative and experience reporting packages available.
How It Works 
Under the Shared Returns MP arrangement, you fund claims through a bank account as they are submitted and paid. As a result you receive the direct and immediate benefit of favorable claim experience.  And if your claims are more than anticipated, you have the insurance protection of monthly and annual caps.  Plus, you hold all reserves while the policy is in effect.  Monthly you pay CIGNA only the “Minimum Premium” required to cover CIGNA's cost for plan administration, commissions, insurance protection (including pooling) and significantly reduced premium tax. Benefit plan costs are split into three components:

Expenses and Risk Charges cover the cost of plan administration and insurance protection. These charges are paid monthly based on current eligibility.
Claims are paid as they occur through a special bank account that you fund. Keep in mind; you have monthly and annual maximum claim liability protection. And you enjoy the opportunity to pay less than the expected claim liability should paid claims be less.  

Reserves must be set aside to cover claims that have been incurred but not paid in the current policy year. Your reserves will be used to pay claims that are incurred while the plan is active but are paid after the termination date.   

The Shared Returns MP plan enables you to hold your reserves and pay the reserve amount to CIGNA as a “Supplemental Premium” if your policy does not renew.  Annually, a Supplemental Premium Agreement (SPA) is executed which identifies that Supplemental Premium amount.  There are several options for paying the Supplemental Premium based on a financial review.   Your CIGNA representative can help you evaluate which option is best for you.  

Annual Settlement

At the end of each policy year, CIGNA completes a settlement to determine whether your claim experience was better (margin) or worse (deficit) than expected.   

· Margin Position:  If claims are less-than-expected you benefit real time by funding less than the expected claim amounts. 

· Deficit Position:  The monthly and annual claim caps protect you from unanticipated fluctuation in claim experience, allow you to pay less than your actual claims and spread the cost of that fluctuation out over multiple years. (CIGNA recovers that deficit from future policy year margins) 
One Example
The Shared Returns MP program gives you the advantages of a fully insured program while avoiding premium tax costs, the opportunity to participate in your plan’s experience and benefit from multiple year claim experience.  The following example shows how this could work.
	




    Year 1       

   Year 2       
        Year 3   
Projected Claims Liability

$1,000,000

$1,210,000
     $1,265,000 

-Actual Claim Activity

  1,100,000

  1,150,000
       1,175,000
Policy Year Margin/(Deficit)
               (100,000)

      60,000
            90,000 

Margin Offset to Existing Deficit
Not applicable

      60,000
            40,000

Remaining Deficit


Not applicable

     (40,000)

         0  

Your Margin


 
              0

              0
        $  50,000 




Full Insurance Protection… Lower Premium and Taxes…

Enhanced Cash Flow… An arrangement that’s good for your business!! 
*CIGNA refers to Connecticut General Life Insurance Company
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