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While level funded health plans can provide more  
flexibility and lower monthly costs than fully insured plans, 
they come with additional compliance requirements.  
Level funded health plans are generally considered self- 
insured for compliance purposes, meaning the compli-
ance requirements that apply to self-insured health  
plans under federal law also apply to employers with level 
funded health plans.



What Is Level Funding?

Level funding is an option that can accompany a 
self-funded plan. With level funding, employers 
pay a set amount each month to a carrier, which 
typically includes administrative or other fees, the 
maximum amount of expected claims and stop-loss 
insurance.



Compliance Requirements for 
Level Funded Health Plans

Level funded health plans must comply  
with the following requirements: 

Nondiscrimination 
Rules

Level funded health 
plans are subject to 
nondiscrimination 

rules under Internal 
Revenue Code Section 
105(h), which prohibit 

these plans from 
discriminating in favor 
of highly compensated 
individuals concerning 
eligibility or benefits.

Health Coverage 
Reporting

Under the Affordable 
Care Act (ACA), 

employers with level 
funded health plans 
must file an annual 
return with the IRS 

reporting information 
for each individual 

provided with 
coverage. 

PCORI 
Fees

The ACA imposes a fee 
on employers with self-

insured health plans, 
including level funded 

plans, to help fund 
the Patient-Centered 
Outcomes Research 

Institute (PCORI). The 
fee, called the PCORI 

fee, is calculated based 
on the average number 
of lives covered under 

the policy or plan.



Compliance Requirements for 
Level Funded Health Plans  
(Continued)

Use of Plan Assets

Employers with level funded 
health plans should be aware of 

the Employee Retirement Income 
Security Act’s fiduciary rules 

regarding the use of plan assets 
in the event they receive a surplus 
refund from their carrier or third-

party administrator.

HIPAA Privacy and Security

Employers with level funded 
health plans must comply with the 

wide range of Health Insurance 
Portability and Accountability 

Act (HIPAA) privacy and security 
requirements, including providing 

a privacy notice, conducting HIPAA 
training, implementing security 

safeguards, and adopting certain 
policies and procedures.



Employer Takeaway
Level funding can provide many advantages to small and midsize 
employers. Employers who move from a fully insured health plan to 
a level funded plan should understand the additional compliance 
requirements they are assuming.

Contact us today for more information and to request additional 
resources on these and other important workplace topics.
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