
Level Funding 101: 
A Hybrid Health  
Plan Solution

Learn why level-funded plans are gaining 
traction as a smart, middle-ground alternative 
for many small and mid-sized employers. 



Percentage of small employers 
offering level-funded plans

1Kaiser Family Foundation, 2024 Employer Health Benefits Survey
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The Rise of Level-Funded Health Plans
The healthcare landscape for small and mid-sized employers is evolving rapidly, with level-funded health plans gaining in popularity. 
Notably, the percentage of small employers offering level-funded plans increased from 7% in 2019 to almost 40% in 2024.1 This upward 
trend is expected to continue as more employers seek better ways to navigate the complexities of healthcare benefits while managing 
rising healthcare costs. 
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LEVEL-FUNDING 101



• 	Fixed Monthly Premium: Your group is  
	 self-funded, but instead of paying  
	 healthcare claims as they arise, you pay a  
	 fixed monthly payment that covers expected  
	 claims, administrative fees, and stop- 
	 loss coverage. This simplifies budgeting by  
	 consolidating all costs into one predictable  
	 monthly payment, rather than managing  
	 separate expenses that can vary each month.

• 	Financial Risk: Stop-loss coverage is built  
	 right into your plan. This means your group  
	 shares financial risk with the stop-loss  
	 carrier — offering protection against large  
	 or catastrophic claims.

• 	Claims Payments: Providers are paid  
	 without anything else needed from you. You  
	 also don’t have to worry about unpredictable  
	 monthly costs or fluctuations. 

		 o 	If monthly claims costs are higher than  
			  expected, you won’t pay more.

		 o 	If annual claims costs are lower than  
			  expected, you have the opportunity for  
			  a refund. 

• 	Financial Risk: Your group assumes  
	 the financial risk and pays the cost of all  
	 healthcare claims for plan enrollees.

		 o 	Businesses who opt for a self-funded  
			  plan are also encouraged to purchase  
			  stop-loss coverage to minimize  
			  financial risk and protect against large  
			  or catastrophic claims. 

•	 Claims Payments: Your group pays for  
	 healthcare claims as they are incurred.  
	 Unpredictable expenses and monthly  
	 fluctuations can make budgeting a  
	 challenge. 

•	 Plan Administration: Most self-funded  
	 groups also contract with a third-party  
	 administrator (TPA) who will help them  
	 manage their plan for a fee.

• 	Fixed Monthly Premium:  Your group pays  
	 your health insurance carrier a fixed monthly  
	 payment that covers plan administration  
	 costs and any healthcare claims incurred by  
	 plan enrollees. Your monthly payment  
	 remains unchanged, even if the number or  
	 cost of claims increases or decreases. 

• 	Claims Payments: Your insurance carrier  
	 pays healthcare providers directly for any  
	 claims.

		 o If claims costs exceed your fixed  
			  premium payments, you won’t pay more.  
			  As a result, carriers usually set monthly  
			  payments high to ensure they don’t  
			  overpay. 

		 o If claims costs are less than your fixed  
			  premium payments, you won’t benefit or  
			  get a refund.
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Funding Options:  
What’s Best for Your Group
Choosing the right health plan for your group’s unique situation is easier when you understand your options. To appreciate the benefits 
of a level-funded plan, let’s start with a high-level overview of three plan funding types:

Fully Insured Plans Self-Funded (Self-Insured) Plans Level-Funded Plans



Key Benefits of Level-Funded Plans: 

•	 Predictable Costs: Fixed monthly premiums offer financial 
stability and make budgeting easier.

•	 Built-In Fees: Plan administration fees and stop-loss coverage 
are built into monthly premiums, eliminating worries about high-
dollar or catastrophic claims.

•	 Insight & Control: Better insight into plan utilization and 
spending helps you make more informed plan decisions.

•	 Cost Savings: Potential for premium surplus refund — freeing  
up dollars that can be reinvested in other business initiatives  
or employee programs. 

•	 Regulatory Advantages: Unlike fully-insured plans, which 
are regulated at the state-level, level-funded plans fall under 
the federal ERISA. This exempts them from state-mandated 
coverage requirements — giving employers more flexibility to 
customize their plans.

Simplicity

Level-Funded 
Plans

Flexibility

Fully Insured Plans Self-Funded Plans
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Level Funding —  
The Best of Both Worlds
Level-funded plans offer the simplicity of a fully insured health plan with the advantages and flexibility of a self-funded plan. Think of a 
level-funded plan as a hybrid between fully insured and standard self-funded plans.
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Is a Level-Funded Plan 
Right for You?
Check the boxes below to see if a level-funded plan might be the right solution for your business. You don’t 
need to check them all. Just one or two checkmarks mean a level-funded option is worth exploring further. 

  	We have 50-250 eligible employees.

  	We are frustrated by high annual premium increases. 

  	Our workforce is relatively healthy.

  	We struggle with high employee turnover.

  	We want greater freedom to tailor our benefits to fit our employees.

  	We want more visibility into where plan funds are being spent so we can manage plan costs more effectively.

  	We want peace of mind knowing we’re protected from abnormally high-dollar or high-volume claims.

  A potential refund?  Tell us more!

Let’s explore one level-funded plan option…



Lower Costs
• 	Save More: Enjoy 15% lower costs vs.  
	 traditional carrier fully insured and level- 
	 funded plans.

• 	Smarter Pricing:

	o 	 Reference-Based Pricing: Our unique  
			  model uses cost and Medicare data to  
			  determine a fair price for care to ensure  
			  your group and employees don’t 		
			  overpay.

o		 Transparent Pharmacy Benefit		
 		  Manager (PBM): Our transformative  
			  pass-through model means we charge  
			  clients the same amount we pay  
			  pharmacies. With no mark-up, period.

Stability
•	 One Simple Monthly Payment: Covers  
	 claims, stop loss premiums, and admin fees  
	 – no guesswork.

•	 Exceptional Member Support: One number.  
	 Real help. Fast answers.

•	 Transparent Reporting: Understand your  
	 utilization and spending so you can make  
	 more informed decisions. 

Peace of Mind
•  	Fixed Maximum Cost: Protects you from  
	 abnormally high-dollar or high-volume  
	 claims.

• 	Surplus Sharing: If claims are lower than  
	 expected, you can earn up to 50% of the  
	 savings back.
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The Level-Funded Health Plan 
from Imagine360
A smarter, low-cost solution puts employers with 50-250 employees in control.



info@imagine360.com

imagine360.com

Level-funded health plans continue to gain popularity as a smart, 

middle-ground alternative to fully insured and self-funded plans. 

Imagine360 is at the forefront of this shift, dedicated to transforming 

the status quo. If you (or your client) are seeking a more effective 

solution to address rising healthcare costs, we invite you to explore 

what we have to offer. Imagine360 provides a better way to take care 

of your employees’ health — and your company’s financial well-being.

Let Us Help You  
Design a Better Plan

Get a Free Cost-Savings Analysis.


