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1. INTRODUCTION 

The Affordable Care Act (“ACA”) (§1253) mandated that the Secretary of Labor 
prepare aggregate annual reports with general information on self-insured group 
health plans (including plan type, number of participants, benefits offered, funding 
arrangements, and benefit arrangements), as well as data from the financial filings 
of self-insured employers (including information on assets, liabilities, contributions, 
investments, and expenses). The U.S. Department of Labor (“DOL”) engaged 
Deloitte Financial Advisory Services LLP to assist with the ACA mandate.1 The 
Secretary of Labor submitted to the designated committees of Congress the first 
such annual report in March 2011.2 
 
The ACA (§1254) also mandated that the Secretary of Health and Human Services 
carry out a study of large self-insured and fully insured health benefit plan markets. 
The study shall compare the characteristics of employers, health plan benefits, 
financial solvency, capital reserve levels, and the risks of becoming insolvent. Also, 
the study shall determine the extent to which new insurance market reforms are 
likely to cause adverse selection in the large group market or to encourage small and 
midsize employers to self-insure. The Secretary of Health and Human Services 
submitted this report in March 2011 to the designated committees of Congress.3  
 
The current report expands and elaborates upon the report required to be prepared 
by the Secretary of Labor pursuant to ACA §1253. Both the March 2011 report and 
the current report contain an analysis of such characteristics as plan type, number of 
participants, costs, funding arrangements, and financial health, based on plans’ 
annual Form 5500 filings and financial data on sponsoring firms. The reports also 
contain a review of the academic literature on self-insured plans and discussions with 
subject matter specialists. Finally, both reports discuss Form 5500 data-quality 
issues, with more details in the current report (Section 7). Throughout, the current 
report provides additional tables and details that were not in the March 2011 report. 
 
As dictated by §1253 of the ACA, the primary data source is the information provided 
by health plan sponsors on Form 5500 filings. For a subset of firms the firms’ 
financial data were used. The primary findings include: 
 

• In 2008, 29.5% of plans that filed a Form 5500 were self-insured, while 
13.2% were funded through a mixture of insurance and self-insurance, 
resulting in 42.7% of plans filing a Form 5500 having a self-insured 
component. In contrast, 34.7% of participants in plans filing a Form 5500 
were self-insured and 37.5% had a mixture of full-insurance and self-
insurance resulting in the majority (72.2%) of participants in plans filing the 
Form 5500 that had a self-insurance component. 

• The fraction of mixed-funded or self-insured plans filing a Form 5500 has 
declined slightly from 45.3% in 2000 to 42.7% in 2008. However, the number 

                                           
 
1 Advanced Analytical Consulting Group, Inc. served as a subcontractor to Deloitte 
Financial Advisory Services LLP. 
2 See http://www.dol.gov/ebsa/pdf/ACAReportToCongress032811.pdf. 
3 See http://aspe.hhs.gov/health/reports/2011/LGHPstudy. 

http://www.dol.gov/ebsa/pdf/ACAReportToCongress032811.pdf
http://aspe.hhs.gov/health/reports/2011/LGHPstudy
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of plan participants covered by mixed-funded or self-insured plans has 
increased over this period. 

• Most plans with fewer than 100 participants that file a Form 5500 were self-
insured. This is presumably due to Form 5500 filing requirements rather than 
being representative of all small plans. 

• Among plans with 100 or more participants that file a Form 5500, the 
prevalence of self-insurance generally increases with plan size. For example, 
26.8% of plans with 100-199 participants were mixed-funded or self-insured 
in 2008, compared with 76.4% of plans with 5,000 or more participants.  

• Larger plans that filed a Form 5500 were more likely to have a mixture of 
funding mechanisms, i.e., some plan components were self-insured, whereas 
others were fully insured. For example, 5.4% of plans with 100-199 
participants were mixed-funded in 2008, compared with 43.0% of plans with 
5,000 or more participants. 

• For plans with trusts, the median per-participant benefit payments and other 
expenses reported on the Form 5500 were lower for self-insured plans than 
for mixed-funded plans. This difference is pronounced for plans with fewer 
than 100 participants. Also, Form 5500 reported participant contributions 
were higher in self-insured plans than in mixed-funded plans. 

• Multiemployer and multiple-employer plans were more likely to self-insure 
than single-employer plans. In 2008, 68.0% of multiemployer or multiple-
employer plans were self-insured or mixed-funded, compared with 40.7% of 
single-employer plans. 

• Self-insurance of Form 5500 filers varied by industry, with agriculture, 
mining, construction, and utilities firms having the highest prevalence of self-
insurance. 

• Limited quality issues arise in the Form 5500 data. For example, several 
dozen plans reported implausibly many participants. 

• Subject matter specialists suggest that companies express confusion on Form 
5500 filing requirements and definitions of terms such as “plan participant”. 

 
The views, opinions, and/or findings contained in this report are those of the authors 
and should not be construed as an official Government position, policy or decision, 
unless so designated by other documentation issued by the appropriate 
governmental authority. 
 
The remainder of this report contains the following. Section 2 reviews the literature 
on self-insured health plans. Section 3 discusses the objectives of Form 5500, its 
contents, filing compliance, and the extent to which Form 5500 filings of health plans 
have been used in prior literature. Section 4 describes data sources and the 
definition of funding mechanism as used in this report. (The Technical Appendix 
provides further details.) Section 5 presents the results of our data analysis. Section 
6 summarizes interviews with Form 5500 subject matter specialists and human 
resources executives. Finally, Section 7 documents data quality and consistency 
issues. 
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2. LITERATURE REVIEW 

This review summarizes academic and industry studies related to self-insured 
employer-provided health plans. The majority of the U.S. population receive their 
health insurance through their employer or the employer of a close relative (Census 
Bureau, 2010). There are several ways in which plan sponsors (usually the 
employers) may fund the health benefit plans offered to their workers. In a self-
insured health plan, the plan sponsor typically directly funds the health benefits for 
its covered enrollees. Self-insured plans can be financed on a pay-as-you-go basis or 
through contributions to a trust fund established for the express purpose of paying 
for the claims of the plan’s beneficiaries. The plan sponsor may choose to administer 
its health plan directly or to retain an outside professional, typically a Third-Party 
Administrator (TPA), an Administrative Services Organization (ASO), or a broker. 
Administration of a health plan includes paying claims, resolving disputes and 
negotiating payment rates, along with other administrative duties. The payment-rate 
negotiations often involve joining an established network of providers, but 
sometimes involve using a health insurance broker.  
 
In contrast, a fully insured plan is one in which the employer purchases group health 
insurance coverage through an insurer that assumes the risk of paying the health-
care claims of the participants covered under the health benefit plan as well as 
administering the plan.  
 
The distinction between fully insured and self-insured is not a sharp one. For 
example, a plan sponsor may choose to purchase stop-loss insurance coverage that 
insures the plan sponsor (or plan) against unexpectedly large claims. Under a stop-
loss insurance plan, the plan sponsor pays the claims of the covered workers up to a 
specified threshold; these attachment points may be set based on a per-participant 
amount or an aggregate plan amount. In the event that the plan’s claims exceed the 
attachment point, the stop-loss policy reimburses the plan sponsor or plan for any 
excess claims. An employer may also purchase a minimum premium arrangement in 
which the employer pays a fraction of the fully insured premium to cover non-claim 
expenses, such as administration and claims processing, and pays claims up to an 
agreed-upon limit, beyond which the insurance carrier is responsible.  

Trends in Self-Insurance 

In an annual survey of employers, the Kaiser Family Foundation and the Health 
Research and Educational Trust gathered detailed information on employer-provided 
health benefits (KFF/HRET Survey, 2010; Acs et al., 1996). This survey identifies 
plans that are self-insured. Below we describe some of the key findings and trends 
that are relevant for our report. 

Prevalence of Self-Insured Plans 

• Nearly six in ten American private and public sector workers covered by 
employer-provided health care in 2010 were covered under a self-insured 
plan, up from about four in ten in 1999. 
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• For state and local governments, the 2010 self-insurance coverage rate of 
66% was higher than the overall average coverage rate, but not statistically 
significantly higher. 

• Self-insurance coverage increased with employer size. In 2010, 16% of 
covered workers at small employers (3 to 199 workers) had self-insurance 
coverage, compared with 93% of covered workers at very large employers 
(5,000 or more workers). 

Premiums and Coverage 

• Average annual premiums in 2010 for single coverage and family coverage: 
o Whether for single coverage or for family coverage, workers at small 

employers (3 to 199 workers) in self-insured plans paid higher (but not 
statistically significantly higher) premiums than those in fully insured 
plans: $5,428 versus $4,972 for single coverage and $13,493 versus 
$13,203 for family coverage. 

o In contrast, at large employers (200 or more workers) workers in self-
insured plans paid statistically significantly lower annual premiums than 
those in fully insured plans: $5,001 versus $5,286 for single coverage and 
$13,903 versus $14,678 for family coverage. 

• Among workers at large employers, average family coverage premiums have 
grown faster over the past decade for fully insured plans than for self-insured 
plans.  
o Over the period 2000 to 2005, premiums increased about equally for fully 

insured and self-insured plans, by around 72%. 
o The latter half of the decade saw larger increases for fully insured plans; a 

35% increase from 2005 to 2010 versus a 26% increase for self-insured 
plans over the same period.  

o From 2009 to 2010, average fully insured premiums increased by $808 
while average self-insured premiums increased by $248. 

• Workers paid a larger share of their family coverage premiums when their 
plans were fully insured; 36% versus 26% for self-insured plans. However, 
there was no statistically significant difference for single coverage premiums 
with the workers’ share 18% for fully insured and 19% for self-insured plans. 

• In summary, the most notable differences are seen at large employers, where 
fully insured plans had higher premiums, faster premium growth, and workers 
paid a larger share of premiums compared to self-insured plans.  

Determinants of Employers’ Choices of Funding Mechanism 

According to Bureau of National Affairs (2010), self-insurance may offer advantages 
to employers, including: 
 

• Control over the design of the benefits program, especially the avoidance of 
state-mandated benefits 

• Lower administrative services costs than would be charged by a commercial 
carrier 

• Easier access to utilization and claims data, improving the employer’s ability 
to evaluate health-benefit costs and implement cost containment measures 

• Improved cash flow generated by keeping funds in-house until needed for 
payment of claims 
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• Avoidance of state insurance premium taxes that can range from 1% to 2.5% 
of premiums paid 

 
In addition, self-insurance may allow employers to achieve equity and efficiency 
goals through standardization of plans across states (avoiding potential state-by-
state insurance law differences in mandated benefits) and through economies of 
scale that come with offering a single set of plans to all employees regardless of 
location. If the employer’s workforce has fewer or lower cost claims than other 
employers, the benefits of self-insurance, measured by avoided premiums, may be 
greater.  
 
The main disadvantage of self-insurance is the financial risk of paying claims and the 
accompanying risk-management challenges. The financial risks are driven by the 
unpredictability of claims at any point in time.  
 
The net advantage of self-insurance varies across employers. For example, 
employers with large numbers of employees are more likely to benefit from self-
insurance because the average claims of large groups can be forecasted more 
accurately. Employers with multi-state operations facing multiple state-specific 
insurance mandates might also find that self-insurance is a less expensive option and 
more easily allows for equivalent plans for employees throughout the organization.  
 
The academic literature has examined employers’ choices between fully insured and 
self-insured health plans. Much of the literature has focused on the influence that the 
preemption from state mandates and premium taxation that self-insured plans have 
under Employee Retirement Income Security Act of 1974 (ERISA) has on the 
employer’s choice between insurance and self-insurance. The relative benefits for 
self-insured plans conferred by preemption are driven by state policy variables, such 
as the types of mandated coverage and the level of premium taxation, insurance 
market competitiveness, medical costs, and employer characteristics, such as 
employer size, sector, whether it is a single- or multi-state operation, the historical 
number and size of health insurance claims, attitude toward risk, and financial assets 
allocated to cover expected and unexpected claims. Changes in any of these 
characteristics might prompt employers to alter their funding mechanism.  
 
Marquis and Long (1999) compared the 1993 and the 1997 Robert Wood Johnson 
Foundation Employer Health Insurance Surveys in the states of Colorado, Florida, 
Minnesota, New York, Oregon, Vermont and Washington. They reported that the 
number of employers with self-insured plans declined in all seven states between 
1993 and 1997, concurrent with a shift towards employers offering managed-care 
through their health benefit plans. They also found that, controlling for employer 
size, multi-state employers were more likely to self-insure. 
 
Morrisey, Jensen and Gabel (2003) studied the effect of rapid managed-care 
penetration in the 1990s on premiums paid by mid-sized and large employers. Using 
data from the 1993 through 1997 KPMG Peat Marwick Survey of Employers, they 
found that higher levels of Health Maintenance Organization (HMO) penetration 
coincided with smaller increases in conventional and Preferred Provider Organization 
(PPO) premiums for self-insured plans. 
 
Brooks and Wong (1997) develop an argument for self-insurance having effects 
beyond avoiding regulations and taxes. The authors used data from a variety of 
sources including the MEDSTAT Marketscan database and found that self-insured 
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plans in areas with higher HMO penetration paid higher hospital prices than those in 
areas with lower HMO penetration. In addition, their findings suggested that self-
insured plans were poorly positioned to negotiate low-cost managed-care contracts 
relative to contracts with individual single-care providers. 
 
Jensen, Cotter and Morrisey (1995) developed a model of the employer’s choice of 
health insurance funding that predicted self-insurance becoming more attractive as 
compliance costs associated with state insurance regulations increase. They 
assembled two panels of private business establishments covering the early 1980s 
and mid-1980s.4 They found only weak evidence linking the expansion of mandates 
in the early 1980s with conversions to self-insurance, but stronger evidence that 
premium taxation encouraged switches to self-insurance. They estimated that about 
two-thirds of new self-insured plans in the early 1980s were driven by state 
insurance regulation. For the mid-1980s the state regulations were found to have no 
effect on self-insurance conversions. The authors also found that firms with more 
employees were more likely to self-insure; medical care prices were negatively 
correlated with conversions to self-insurance, perhaps because higher prices raise 
the financial risk of self-insurance; and less competition in the health insurance 
market was positively correlated with conversion to self-insurance. 
 
Jensen and Morrisey (1999) described the spread of state mandates in the 1990s 
and the concurrent rise in the number of employers choosing to self-insure. Jensen 
and Morrisey (1990) used Bureau of Labor Statistics’ Employee Benefits Surveys 
from 1981 to 1984 to estimate a model of hedonic prices for plan characteristics and 
found that being a self-insured plan contributed to a statistically significant increase 
in premium price. 
 
Gruber (1994) used the 1989 Health Insurance Association of America’s Survey of 
Firms, along with the U.S. Census Bureau’s May Current Population Survey 
supplements for 1979, 1983 and 1988 to examine benefit coverage of various types 
of plans. Focusing on small employers (fewer than 100 employees), he found self-
insured employers were just as likely as fully insured employers to offer specific 
benefits. He construed this as evidence that state mandates do not bind, which is 
further supported by his findings that mandates had little effect on the rate of 
insurance coverage, and workers at employers that did not offer health insurance 
had broadly similar characteristics to workers who declined offered health insurance 
coverage. 
 
Several studies have made use of the Large Employer Health Insurance Dataset 
(LEHID), collected by a major benefits consulting firm. These data span 1998 to 
2005, have information on 776 employers and 139 geographic markets in the United 
States, and represent on average 4.8 million employees per year. Dafny (2010) used 
the LEHID and found evidence that the proportion of employees enrolled in self-
insured plans increased from 58% in 1998 to 76% in 2005. Dafny found no evidence 
that more profitable employers, as measured by after-tax returns on assets, were 
more likely to switch to self-insurance.  
                                           
 
4 The earlier panel was constructed from the Bureau of Labor Statistics’ Employee 
Benefit Surveys of 1981, 1984 and 1985; the later panel is from Health Care 
Financing Administration’s Health Insurance Benchmark Survey from 1984 and 
Health Insurance Association of America’s Employer Health Insurance Survey from 
1987. 
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Also using the LEHID, Avraham, Dafny, and Schanzenbach (2009) evaluated the 
effect of state-level tort reforms over the period 1998 to 2006 on employer-
sponsored health insurance premiums. They found that caps on noneconomic 
damages (e.g., pain and suffering), collateral source reform (which reduces awards if 
the plaintiff receives public or private insurance benefits), and joint and several 
liability reform (which limits plaintiffs’ ability to pursue the party with “deep 
pockets”) each reduced premiums by 1 to 2%. These reductions were concentrated 
in self-insured plans while fully insured plan premiums showed no response to the 
tort reforms. 
 
Dafny, Ho, and Varela (2010) estimated a hedonic pricing model using the LEHID 
and concluded that employees preferred self-insured plans over fully insured plans. 
The authors found the self-insurance preference to be above and beyond the appeal 
of lower premium payments (which are controlled for in the model). Given that self-
insurance allows an employer to choose not to offer state-mandated benefits, this 
result suggests that employees valued the other attributes of self-insured plans more 
highly than they valued the state-mandated benefits that would be available under a 
fully insured plan. 
 
Finally, there is little evidence in the academic or industry literature on the influence 
of employers’ financial positions on their decision to self-insure. 
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3. THE FORM 5500 

The Department of Labor, the Internal Revenue Service (IRS), and the Pension 
Benefit Guaranty Corporation (PBGC) jointly developed the Form 5500 Series to 
assist employee benefit plans in satisfying annual reporting requirements under Title 
I and Title IV of ERISA and under the Internal Revenue Code. 
 
Form 5500 was first developed in 1975 and was initially filed with the IRS and/or the 
Department of Labor.5 

Legislative and Regulatory Objectives of the Form 5500 

The Form 5500 Annual Return/Report of Employee Benefit Plan contains information 
concerning the operation, funding, assets, and investments of pensions and other 
employee benefit plans. In addition to being an important disclosure document for 
plan participants and beneficiaries, the Form 5500 Annual Return/Report of 
Employee Benefit Plan is a compliance and research tool for the Department of 
Labor, IRS, and the PBGC, as well as a source of information and data for use by 
other federal agencies, Congress, and the private sector in assessing employee 
benefit, tax, and economic trends and policies (Federal Register, 16 November 
2007). 
 
Specifically, the objectives of Form 5500 reporting are to:6 
 

• Ensure that disclosures be made to participants and safeguards be provided 
with respect to the establishment, operation, and administration of such 
plans; 

• Increase the likelihood that participants and beneficiaries under single-
employer defined-benefit pension plans will receive their full benefits; 

• Protect the interests of participants in employee benefit plans and those of 
their beneficiaries; and 

• Verify compliance with standards of conduct, responsibilities, and obligations 
for fiduciaries of employee benefit plans. 
 

Plan administrators must file the return by the last day of the seventh month after 
their plan year ends (if that due date falls on a Saturday, Sunday or Federal holiday, 
then it may be filed on the next business day). 

The Current Form 5500 

Table 1 provides an overview of the Forms, Schedules and Attachments that 
comprise the current Form 5500.7 

                                           
 
5 http://www.irs.gov/irm/part11/irm_11-003-007.html#d0e309 
6 http://www.irs.gov/retirement/article/0,,id=117588,00.html 
7 http://www.dol.gov/ebsa/pdf/2010-5500inst.pdf 

http://www.irs.gov/irm/part11/irm_11-003-007.html#d0e309
http://www.irs.gov/retirement/article/0,,id=117588,00.html
http://www.dol.gov/ebsa/pdf/2010-5500inst.pdf
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Table 1: Form 5500 Schedules and Attachments (2010 Instructions) 
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Notes for Table 1 
 

1 This chart provides only general guidance. Not all rules and requirements are reflected. Refer to specific 
Form 5500 instructions for complete information on filing requirements (e.g., Who Must File and What To 
File). For example, a pension plan is exempt from filing any schedules if the plan uses Code section 408 
individual retirement accounts as the sole funding vehicle for providing benefits. See Limited Pension Plan 
Reporting. 
2 Pension plans and welfare plans with fewer than 100 participants at the beginning of the plan year that 
are not exempt from filing an annual return/report may be eligible to file the Form 5500-SF, a simplified 
report. In addition to the limitation on the number of participants, a Form 5500-SF may only be filed for a 
plan that is exempt from the requirement that the plan’s books and records be audited by an independent 
qualified public accountant (but not by reason of enhanced bonding), has 100 percent of its assets 
invested in certain secure investments with a readily determinable fair market value, holds no employer 
securities, and is not a multiemployer plan. See Who Must File. 
3 Unfunded, fully insured, or combination unfunded/fully insured welfare plans covering fewer than 100 
participants at the beginning of the plan year that meet the requirements of 29 CFR 2520.104-20 are 
exempt from filing an annual report. See Who Must File. Such a plan with 100 or more participants must 
file an annual report, but is exempt under 29 CFR 2520.104-44 from the accountant’s report requirement 
and completing Schedule H, but MUST complete Schedule G, Part III, to report any nonexempt 
transactions. See What To File. 
4 Do not complete if filing the Form 5500-SF instead of the Form 5500. 
5 Schedules of assets and reportable (5%) transactions also must be filed with the Form 5500 if Schedule 
H, line 4i or 4j is “Yes.” 
6 Money purchase defined contribution plans that are amortizing a funding waiver are required to complete 
lines 3, 9, and 10 of the Schedule MB in accordance with the instructions. Also see instructions for line 5 
of Schedule R and line 12a of Form 5500-SF. 
7 A pension plan is exempt from filing Schedule R if all of the following conditions are met: 
• The plan is not a defined benefit plan or otherwise subject to the minimum funding standards of Code 
section 412 or ERISA section 302. 
• No plan benefits that would be reportable on line 1 of Part I of this Schedule R were distributed during 
the plan year. See the instructions for Schedule R, Part I, line 1, below. 
• No benefits, as described in the instructions for Schedule R, Part I, line 2, below, were paid during the 
plan year other than by the plan sponsor or plan administrator. (This condition is not met if benefits were 
paid by the trust or any other payor(s) which are reportable on IRS Form 1099-R, Distributions From 
Pensions, Annuities, Retirement or Profit-Sharing Plans, IRAs, Insurance Contracts, etc., using an EIN 
other than that of the plan sponsor or plan administrator reported on line 2b or 3b of Form 5500.) 
• Unless the plan is a profit-sharing, ESOP or stock bonus plan, no plan benefits of living or deceased 
participants were distributed during the plan year in the form of a single-sum distribution. See the 
instructions for Schedule R, Part I, line 3, below. 
• The plan is not an ESOP. 
• The plan is not a multiemployer defined benefit plan. 
 

Form 5500 Filing Compliance for Health Plans 

In this section, we explore the rate of compliance of health plan sponsors who are 
required to file the Form 5500. To the best of our knowledge and as discussed below, 
there is no completely satisfactory way to capture the compliance rate, because the 
number of plans that are required to file a Form 5500 is unknown. The U.S. Census 
Bureau, however, captures statistics on the number of U.S. businesses by number of 
employees. We use these measures as a base for our calculations. 
 
According to Census Bureau (2011), there were 108,855 firms with 100 or more 
employees in 2008. For plan year 2008, a total of 38,747 health plans with 100 or 
more participants filed a Form 5500 (see Table 3 below). At a first glance, this might 
suggest a response rate for the Form 5500 of 36% -- 38,747 plans filing divided by 
108,855 firms. However, there is no way to accurately measure the actual response 
rate because many plans are not required to file a Form 5500 for the following 
reasons: 
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• Large companies may choose to not offer a health plan. According to Medical 
Expenditure Panel Survey-Insurance Component (2008), 1% to 5% of 
companies with 100 or more employees do not offer a health plan. 

• Companies with 100 or more employees may cover fewer than 100 
employees in their health benefit plan. Five out of six firms with 100 or more 
employees employ fewer than 500 employees (Census Bureau 2011). Not all 
employees may be eligible to participate in the firms’ health benefit plans, 
and some eligible employees may opt out of participating. 

• Firms may offer multiple health plans to their employees. This can cause the 
participant count in each of their plans to fall below 100, thus exempting 
these plans from filing the Form 5500. 

• Firms may offer health coverage through a multiemployer health plan, further 
severing the relationship between the number of large firms and the number 
of large health plans. 

 
The reasons listed above may be contributing to a negatively biased estimate of the 
actual response rate. Unfortunately, we are unaware of counts of firms that sponsor 
health benefit plans with 100 or more participants. While the lower bound response 
rate among companies with 100 or more employees is 36%, the upper bound is 
100%.  
 
Plans with fewer than 100 participants are generally exempt from filing a Form 5500, 
except if they operate a trust. We are not aware of any data source counting the 
number of firms that sponsor such plans. We are therefore unable to estimate the 
Form 5500 response rate for plans with fewer than 100 participants. 

Use of Form 5500 Data 

We conducted a search of the published uses of Form 5500 data by government, 
academic, public policy researchers, and corporations. We encountered numerous 
instances of Form 5500 data being used to answer pension-related research 
questions. However, we uncovered no published articles using these data to analyze 
health or other welfare benefits. The only non-published manuscript we encountered 
is Decressin, Hill, and Lane (2006). 
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4. DATA SOURCES AND DEFINITION OF SELF-
INSURANCE 

The quantitative analysis in this report is based on two data sources: Form 5500 
filings and annual financial reports.8 We discuss both sources in turn. We then 
discuss the definition of self-insured, as used in this report, and point out some of 
the data limitations. 

Form 5500 Data 

ERISA requires any administrator or sponsor of an employee benefit plan subject to 
ERISA to annually report details on such plans (pursuant to Code section 6058 and 
ERISA sections 104 and 4065). Employee benefit plan administrators and sponsors 
who comply with the instructions for the Form 5500 (“Annual Return/Report of 
Employee Benefit Plan”) generally will satisfy these annual reporting requirements.9 
The Form 5500 consists of a main Form and a number of Schedules, depending on 
the type of plan. The main Form collects general information on the plan, such as the 
name of the sponsoring company, the type of benefits provided (pension, health, 
disability, life insurance, etc.), the funding and benefit arrangements, and the 
number of plan participants.10 The plan benefits may be provided through external 
insurance contracts. Form 5500 filings must include one or more Schedules A with 
details on each insurance contract (name of insurance company, type of benefit 
covered, number of persons covered, expenses, etc.). If the plan operates a trust, a 
Schedule H or Schedule I must be attached with financial information. Schedule H 
applies to plans with 100 or more participants, whereas smaller plans may file the 
shorter Schedule I. 
 

                                           
 
8 Other sources of information on self-funded plans include: 

a) Kaiser Family Foundation and the Health Research & Educational Trust 
(HRET)’s annual Employer Health Benefits Survey (KFF/HRET Survey, 2010); 

b) The Medical Expenditure Panel Survey-Insurance Component. 
We investigated the availability of benefit data from private sector sources such as 
third party administrators (TPAs). We did not identify any such information that was 
available publicly. Another potential source, the Market Scan data, does not record 
funding mechanism of health plans. 
9 Starting with the 2009 plan year, some sponsors could file Form 5500-SF (“Short 
Form Annual Return/Report of Small Employee Benefit Plan”). This report analyzes 
data through plan year 2008. 
10 For the purpose of this report, only health benefits are relevant. However, it 
appears that sponsors of multiple types of benefits have discretion over what they 
consider a plan. More than nine out of ten employers consider all their welfare 
benefits—health, dental, vision, life, et cetera—as a single plan and file a 
consolidated Form 5500. Similarly, an employer may offer multiple types of health 
benefits (PPO, HMO) and file a single Form 5500 on which some of the information is 
consolidated. While multiple benefit types may be consolidated on a single Form 
5500, plan sponsors are required to include separate details on each pertinent 
insurance contract. 
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Not all welfare plans must file a Form 5500. Generally, the Form is required for plans 
with 100 or more participants at the beginning of the reporting period and for plans 
of any size that operate a trust. Some plans file a Form 5500 even though they are 
not required to do so. This report excludes such voluntary filers from the analysis. 
The analysis also excludes plans that were terminated during, or that had zero 
participants at the end of, the plan year. It includes single-employer, multiemployer, 
and multiple-employer plans, but excludes filings by direct filing entities. 
 
Table 2 presents the distribution of plan size, as measured by the number of 
participants at the beginning of the reporting period, for filings in plan year 2008, 
i.e., for filings with a reporting period that started in 2008.11 This is the most recent 
year for which near-complete electronic data were available. As defined throughout 
this report, participants may include active and retired employees, but excludes 
dependents. 
 

Table 2: Distribution of Number of Participants in Health Plans (2008) 

 
 
As previously noted, plans with fewer than 100 participants (small plans) are not 
required to file a Form 5500, unless they operate a trust. Small plans in our analysis 
are thus a select subset of all small plans. While the total number of small plans in 
the United States is not known to us, only a very small fraction of all small plans is 
included in our analysis. In contrast, plans with 100 or more participants (large 
plans) are generally required to file a Form 5500, so our analysis covers almost all 
large plans in the United States.12 
 
Small plans accounted for 6.4% of plans in our analysis. Almost two in three plans 
had between 100 and 499 participants. Most participants, however, were in the 
largest plans. Plans with 5,000 or more participants make up 4.6% of all plans in our 
sample, but account for 67% of all participants. Overall, the plans in our analysis 
relate to the health insurance of over 65 million participants. 
 

                                           
 
11 Plans with zero participants at the beginning of the reporting period may be newly-
started plans that enrolled participants during the reporting period. They may also 
reflect data entry issues; see below. 
12 Church plans and governmental plans are not covered by Title I of ERISA and are 
not included in this study. See page 3 of the 2008 Form 5500 instructions at 
http://www.dol.gov/ebsa/pdf/2008-5500inst.pdf. 

Participants 
in plan

Number of 
plans

Percent of 
plans

Number of 
participants

Percent of 
participants

0 159 0.4% 0 0.0%
1-99 2,465 6.0% 78,059 0.1%

100-199 13,246 32.0% 1,901,918 2.9%
200-499 12,683 30.7% 3,950,347 6.0%
500-999 5,406 13.1% 3,799,942 5.8%

1,000-1,999 3,189 7.7% 4,473,012 6.8%
2,000-4,999 2,318 5.6% 7,193,936 11.0%

5,000+ 1,905 4.6% 43,931,425 67.2%
Total 41,371 100.0% 65,328,639 100.0%

Source:  Form 5500 filings.

http://www.dol.gov/ebsa/pdf/2008-5500inst.pdf
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Our analysis covers plan years 2000 through 2008. As shown in Table 3, each plan 
year includes between 40,000 and 46,000 plans providing health benefits. On 
average, there were approximately 44,000 plans per year. The number of covered 
participants ranged from 52.6 million to 67.4 million per year. Where our analysis is 
based solely on Form 5500 data, it covers the universe of plans that filed a Form 
5500, not a sample. Some parts of the analysis involve financial data from annual 
reports, which was available for only a subset of plans. 
 

Table 3: Health Plans and Participants, by Plan Year 

 
 

Matching with Financial Information 

Several research questions seek to understand the relationship between the financial 
health of a plan sponsor and the plan’s characteristics. To conduct this analysis, we 
matched financial information with Form 5500 plan filing data. This section describes 
our approach and the number of Form 5500 filers for which we achieved a match. 
 
The financial information for our analysis is sourced from Capital IQ, a provider of 
financial and other data for companies in the United States and elsewhere. Capital IQ 
culls Form 10-K filings and other sources to collect data on companies with public 
financial statements, which generally includes companies with publicly-traded stock 
or bonds.13 As of December 2010, its database contained financial information up 
through 2009 for 32,808 companies. Of these, 14,646 were public companies. 
 
We extracted fields that capture company characteristics, financial strength, financial 
health and financial size: 
 

• Descriptive and Company Information fields allow for segmentation by 
company financial characteristics; 

• Cash from Operations and Operating Income to measure historical 
performance of the firm and its potential to fund various activities, including 
welfare plan funding;14 

                                           
 
13 A Form 10-K is an annual financial report required by the Securities and Exchange 
Commission (SEC). 
14 Capital IQ defines “Cash from Operations” as the total of net income, depreciation 
and amortization and other items; “Operating Income” is total revenues net of total 
operating expenses. 

Plan year Number of plans Number of participants
2000 40,739 52,559,775
2001 43,503 56,266,701
2002 45,092 59,855,465
2003 44,382 60,389,536
2004 43,777 59,889,494
2005 44,571 60,775,951
2006 45,693 65,365,088
2007 45,909 67,445,072
2008 41,371 65,328,639

Source:  Form 5500 filings.
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• Total Debt measures the total debt outstanding;15 
• The Altman Z-score is an index for predicting the probability that a firm will 

go into bankruptcy within two years. The lower the score, the greater the 
probability of insolvency. 

The Matching Process 

The company/sponsor name is the only common field in both Capital IQ and Form 
5500 data. Because of alternate spelling and issues with (scanned) names on the 
Form 5500 data, the name match rate is disappointingly low.  
 
To obtain a better match rate, Employer Identification Numbers (EINs) were relied 
upon. Company (sponsor) name and EIN are reported in Form 5500; Company 
Name, ExcelID (the longitudinal identifier in Capital IQ) and Central Index Key (CIK) 
are reported in the Capital IQ data; and Company Name, CIK and EIN are reported 
in filings to the U.S. Securities and Exchange Commission.16 All public companies, 
some private companies and a variety of other entities such as investment 
companies, investment advisers, municipal securities dealers and National 
Recognized Statistical Rating Organizations are required to submit their filings 
electronically to the SEC via its Electronic Data Gathering, Analysis, and Retrieval 
(EDGAR) system. So the CIK can be used to link Capital IQ records to EINs from the 
SEC and then the EIN can link the Capital IQ-SEC record to Form 5500. The first step 
is to get the CIK-EIN link from the SEC filings.  
 
We created a method of automated internet search of EDGAR for CIKs and EINs. Of 
the more than 32,000 companies in the Capital IQ dataset, approximately 22,000 
had submitted one or more filings on EDGAR. We extracted the CIK and EIN from the 
filing and then merged the EIN to the Capital IQ record using CIK as the matching 
key. 
 
A number of issues arose during the matching process: 
 

• Most Form 5500 filers are private companies without public financial 
statements, so the match is limited. 

• Certain companies in our Capital IQ list (approximately 29%) report no CIK; 
they were dropped from this matching stage.  

• Other companies appear in Capital IQ with multiple CIKs (approximately 4%), 
reflecting changes over time in SEC filing status. For these companies, we 
kept only one CIK record to merge to the SEC CIK-EIN data set to avoid 
picking up multiple EINs for a company. The Capital IQ data set had 24,662 
unique CIKs.  

• Due to multiple SEC filings for a company or because a company has more 
than one EIN, the CIK to EIN correspondence in the SEC data set is not one-
to-one. In our EIN matching algorithm, we kept one record for each EIN for a 
total of 37,257 records. The merge to Capital IQ yielded a dataset with 

                                           
 
15 Capital IQ defines “Total Debt” to include such items as short-term borrowings, 
long-term debt, and long-term capital lease. 
16 The CIK is used on the SEC's computer systems to identify corporations and 
individual people who have filed disclosure with the SEC. 
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22,566 unique CIKs, each potentially matching to multiple years of Form 
5500 filings and multiple years of financial information.  

 

Matching on Name 

For the Form 5500 filers (as identified by EIN) that did not match to Capital IQ by 
EIN, we attempted a second match, using the company name. The name field we 
used in Capital IQ is Company Name and in Form 5500 data we used 
sponsor_dfe_name. We first applied an algorithm to standardize the names in each 
data set: 
 

• Convert to uppercase: ABC Incorporated, ABC INCORPORATED 
• Remove punctuation and spaces: ABC Inc., ABC Inc and A B C Inc. 
• Standardize abbreviations: ABC Inc., ABC Incorporated 
• In the case of Capital IQ data, remove parenthetical comments, such as the 

exchange where the company’s stock is traded: ABC Inc. (NYSE:ABCX) 
• In the case of Form 5500 data, remove phrases with descriptors of the plan: 

ABC Inc. Employee Benefit Trust. 
 
All names in the examples above would be converted to ABCINC for the purposes of 
matching. Then we sorted the Capital IQ data set and Form 5500 data sets by the 
standardized name and kept one record per standardized name in each data set.17 
The name matching routine returned 5,710 matches across the entire time period. 
As a check, we compared the Capital IQ Company Name to the dfe_sponsor_name, 
in their full lengths to assert that the standardizing algorithm did not create 
erroneous matches. 
 
Combining the EIN-matched data set and the name-matched data set yielded an 
improved match rate. Table 4 shows that we matched 5,040 plans, or about 12% of 
the plans in the 2008 Form 5500 data.18 This is the set of companies that appear in 
our matched analyses to follow. When considering the number of participants in 
matched plans, the 5,040 plans cover 29.7 million participants or 46% of all 
participants across all group health plans. Among the matched plans, 65% are 

                                           
 
17 From 2000 to 2008, Form 5500 had 99,353 unique standardized names (after 
eliminating records that had previously been matched to Capital IQ by EIN). This 
count includes many cases where the algorithm did not catch the possible differences 
between two names that should have been standardized to the same name— such as 
when the names have spelling differences, unconventional abbreviations, or 
extraneous words in the sponsor_dfe_name; these names remain in the data set as 
clutter. 
18 While this is a small number, many of the companies represented by the plan 
filings in 2008 are not represented in Capital IQ data because they are private and 
have no public debt and, therefore, have no requirement to issue public financial 
statements. One rough way of gauging the quality of the match is to examine the 
number of companies in the Capital IQ data reporting 100 or more employees that 
we matched to a plan. We consider only companies with 100 or more employees as a 
proxy for eligibility to file a Form 5500 without regard to using a trust. This method 
suggests that we capture data for approximately 56% of the relevant companies in 
the Capital IQ data.  



Data Sources and Definition of Self-Insurance 18 

 

sponsored by public companies, 33% by private companies with publicly available 
financial data, and 2% by some other ownership arrangement. 
 

Table 4: Number of Matched Plans, by Number of Participants (2008) 

 
 
Table 5 shows that 36,331 plans were not matched to Capital IQ data and with 
almost 36 million participants, these plans accounted for 54% of all participants 
across all matched and non-matched group health plans.  

Table 5: Form 5500 Plans and Participants Not Matched to Capital IQ, by 
Plan Size (2008) 

 
 
Table 6 and Table 7 show similar matching and non-matching information for each of 
the years we consider in the analysis.19 
 

                                           
 
19 A comparable table showing the breakout by funding status is presented below in 
Table 13. 

Number of 
participants

Number of 
plans

Percent of 
plans

Number of 
participants

Percent of 
participants

0 3 0.1% 0 0.0%
1-99 48 1.0% 2,069 0.0%

100-199 691 13.7% 100,535 0.3%
200-499 1,056 21.0% 343,514 1.2%
500-999 831 16.5% 598,404 2.0%

1,000-1,999 701 13.9% 999,269 3.4%
2,000-4,999 761 15.1% 2,439,235 8.2%

5,000+ 949 18.8% 25,221,248 84.9%
Total 5,040 100.0% 29,704,274 100.0%

Source:  Form 5500 filings and Capital IQ data.

Number of 
participants

Number of 
plans

Percent of 
plans

Number of 
participants

Percent of 
participants

0 156 0.4% 0 0.0%
1-99 2,417 6.7% 75,990 0.2%

100-199 12,555 34.6% 1,801,383 5.1%
200-499 11,627 32.0% 3,606,833 10.1%
500-999 4,575 12.6% 3,201,538 9.0%

1,000-1,999 2,488 6.8% 3,473,743 9.8%
2,000-4,999 1,557 4.3% 4,754,701 13.3%

5,000+ 956 2.6% 18,710,177 52.5%
Total 36,331 100.0% 35,624,365 100.0%

Source:  Form 5500 filings and Capital IQ data.
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Table 6: Form 5500 Plans and Participants Matched to Capital IQ, by Plan 
Year 

 
 

Table 7: Form 5500 Plans and Participants Not Matched to Capital IQ, by 
Plan Year 

 
 
Table 8 presents match rates from two different perspectives. The first considers the 
number of plans, the second the number of companies that were matched. Both sets 
of numbers include matches without financial information, because Capital IQ 
includes placeholder records for years without financial information. The results 
suggest that our match rate improves over time through 2007 before falling in 2008. 
 

Table 8: Form 5500 Plans and Participants Matched to Capital IQ, by Plan 
Year 

 

Plan year Number of plans Number of participants
2000 5,843 24,556,967
2001 6,128 26,525,466
2002 6,077 29,464,527
2003 5,912 28,929,145
2004 5,800 28,556,219
2005 5,710 29,116,713
2006 5,722 29,533,981
2007 5,541 30,267,565
2008 5,040 29,704,274

Source: Form 5500 filings and Capital IQ data.

Plan year Number of plans Number of participants
2000 34,896 28,002,808
2001 37,375 29,741,235
2002 39,015 30,390,938
2003 38,470 31,460,391
2004 37,977 31,333,275
2005 38,861 31,659,238
2006 39,971 35,831,107
2007 40,368 37,177,507
2008 36,331 35,624,365

Source: Form 5500 filings and Capital IQ data.

Plan Form 5500 match rates Capital IQ match rates
year Total Matched Percent Total Matched Percent
2000 40,739   5,843     14.3% 32,827   4,814     14.7%
2001 43,503   6,128     14.1% 32,829   4,934     15.0%
2002 45,092   6,077     13.5% 32,828   4,784     14.6%
2003 44,382   5,912     13.3% 32,831   4,623     14.1%
2004 43,777   5,800     13.2% 32,831   4,491     13.7%
2005 44,571   5,710     12.8% 32,836   4,443     13.5%
2006 45,693   5,722     12.5% 32,836   4,444     13.5%
2007 45,909   5,541     12.1% 32,836   4,336     13.2%
2008 41,371   5,040     12.2% 32,836   3,996     12.2%

Source: Form 5500 filings and Capital IQ data.
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Definition of Self-Insurance 

Form 5500 does not require plan sponsors to explicitly specify the plan’s funding 
mechanism. This section describes how we determine funding mechanisms for the 
purposes of this report.  

The Definition of Funding Mechanism is Driven by Available Data 

As defined in this report, funding mechanism is based on information in Form 5500 
filings. In some cases, these data are incomplete or internally inconsistent. Given 
these limitations, the classification in this report should not be interpreted as an 
official or legal definition. The definition of funding mechanism is driven by available 
data. 
 
Funding mechanism is derived from Form 5500 questions on funding or benefit 
arrangement, and from details on insurance contracts associated with the plan. Plan 
administrators should file one Schedule A for each insurance contract that relates to 
the welfare plan. The classification is based on the following: 
 

• A fully insured plan should specify that the funding or benefit arrangement is 
through insurance and it should attach one or more Schedules A with details 
on the applicable insurance contract. 

• A self-insured plan should specify that the funding or benefit arrangement is 
from a trust or from general assets. There should be no evidence of any 
health insurance contract. 

 
Many plans file a single Form 5500 for their umbrella welfare-benefit plan that 
provides multiple types of welfare benefits (health, vision, dental, life, etc.), some of 
which may be fully insured and some of which may be self-insured. The funding 
mechanism of the health-benefits component of such consolidated plans could 
typically be resolved. For example, a plan that provides health, dental, and vision 
benefits may report that it is funded through both insurance and from general 
assets, and includes Schedules A for dental and vision insurance contracts. Since 
there is no health insurance contract, the health benefits portion of the plan is 
classified as self-insured.  
 
However, some plans contain both fully insured and self-insured health-benefits 
components. We characterize such plans as mixed-funded. For example, an 
employer may offer a fully insured HMO and a self-insured PPO plan, reported in a 
single Form 5500 filing. Suppose the funding or benefit arrangement indicates that a 
plan was funded through both insurance and a trust or general assets, and the Form 
5500 filing includes a Schedule A with details of a health insurance contract. This 
could reflect a mixed-funded plan. It could also be a fully insured health plan 
combined with a self-insured other plan (vision, dental, etc.). We resolved this issue 
by comparing the number of plan participants to the number of persons covered by 
the health insurance contract. As explained below, these numbers are not directly 
comparable, so we applied a safety margin. If the number of persons covered by a 
health insurance contract was more than 50% of the number of plan participants and 
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the plan did not operate a trust, we classified the plan as fully insured. Otherwise, 
we characterized the plan as mixed-funded.20 
 
While this approach is subject to some data quality issues (further discussed below), 
we believe it results in a meaningful characterization of health plans’ funding 
mechanism. The actual fields and values are provided in a Technical Appendix. 

Issues in Defining Funding Mechanism 

As noted above, the information on Form 5500 may be incomplete or inconsistent. 
Some of the issues affecting the definition of funding mechanism are as follows. 
 

• According to our subject matter specialists, an employer may set up a 
subsidiary that acts as an in-house insurance company and sells health 
insurance to employees. These “captive” insurance companies are subject to 
all the regulations regarding insurance companies. Plan sponsors purchasing 
insurance from a captive insurance company would file Schedule A, which 
does not require disclosing the use of a captive insurance company. In the 
classification, such plans would thus be considered fully insured, even though 
the employer group to which they belong is incurring a risk identical to that of 
a self-insured plan. Since nothing on the Form 5500 permits the identification 
of captive insurance companies, we were not able to quantify how frequently 
this issue arises. 

• As noted above, plans are classified as mixed-funded if less than 50% of plan 
participants are covered by health insurance contracts. The two metrics may 
not be strictly comparable. First, the number of “persons covered” by 
insurance contracts, as reported on Schedule A, may be interpreted as 
inclusive of dependents, whereas the Form 5500 explicitly requires excluding 
dependents from “participants” (2010 Instructions for Form 5500). Second, 
on plans that provide multiple types of benefits, not all reported participants 
may in fact be participants in the health benefits component of the plan.  

• Among plan sponsors that filed a Schedule A for a health insurance contract, 
approximately 4.3% over the 2000 to 2008 period (and 3.1% in plan year 
2008) did not specify how many persons were covered by that contract. 
According to our subject matter specialists, the plan sponsor could also have 
incorrectly filed a Schedule A for an ASO plan which would not insure any 
participants. In such cases, it was assumed that the majority of participants 
were covered by an insurance contract and we classified these plans as fully 
insured. Based on Form 5500 filings only, we have no way to identify 
erroneous filings by ASO plans. 

• Among plans that reported a funding or benefit arrangement through 
insurance, about 4.4% (2.2% in 2008) did not file a Schedule A with 

                                           
 
20 Where possible, our approach requires that the trust paid benefits to plan 
participants. Some plans may use a trust or a voluntary employees' beneficiary 
association (VEBA) as a vehicle to pass insurance premiums through to an insurance 
company. Insofar as such plans did not make benefit payments to participants, they 
are correctly classified as insured. For plans with fewer than 100 participants, Form 
5500 does not ask whether any payments were made to plan participants. It is 
possible that some such small plans are classified as mixed-funded, even though 
they are fully insured. 
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insurance contract details. In such cases, it was assumed that the plan was 
fully insured. 

• Some plans reporting a funding or benefit arrangement through insurance 
and filing one or more Schedules A did not specify the type of benefit that the 
insurance contract covered. Approximately 2.3% of plans (1.5% in 2008) 
reported this way. In such cases, it was assumed that the insurance contract 
provided health benefits. 

 
For more details on data anomalies that stood in the way of unambiguous funding 
mechanism classifications see the “Data Review” report, forthcoming pursuant to the 
same Task Order as the current document. 

Stop-Loss Insurance 

While self-insured plans bear the financial risks of health benefits, some self-insured 
plans purchase insurance against particularly large losses. As discussed in the 
Analysis section below, roughly one in four self-insured plans report such 
catastrophic or stop-loss insurance on their Form 5500 filings. However, if the 
beneficiary of stop-loss insurance is the sponsor rather than the plan and it was not 
purchased with plan assets, it need not be reported on Form 5500.21 Also, the stop-
loss insurance need not relate to health benefits but could protect other self-insured 
benefits, such as disability benefits. Thus the true prevalence of stop-loss insurance 
cannot be gleaned from Form 5500 filings alone. 
 
For the purpose of defining self-insurance, we do not account for the presence of 
stop-loss insurance. A self-insured plan may thus have only limited exposure to the 
financial risks of health benefits.  
 

                                           
 
21 See page 22 of the 2008 Form 5500 instructions at 
http://www.dol.gov/ebsa/pdf/2008-5500inst.pdf. 

http://www.dol.gov/ebsa/pdf/2008-5500inst.pdf
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5. ANALYSIS 

This section documents the findings of our analyses. First, we present plan and plan 
sponsor characteristics by funding mechanism; that is, separately for fully insured, 
mixed-funded, and self-insured plans.22 Then we focus the analysis on plans for 
which external financial information was available and present summary statistics by 
funding mechanism for the companies that sponsor the plans.  

Health Plan Characteristics 

For plan year 2008, Table 9 shows the distribution of funding mechanism. About 
30% of plans were self-insured, 57% were fully insured, and 13% were mixed-
funded. Smaller plans tend to be fully insured and many very large plans are of 
mixed-funded, so the funding distribution across participants is quite different than it 
is across plans. About 35% of participants are in self-insured plans, 28% are in fully 
insured plans, and 38% are in mixed-funded plans.23  
 

Table 9: Distribution of Funding Mechanism (2008) 

 
 
According to a study by the Kaiser Family Foundation and the Health Research and 
Educational Trust, 55% of covered workers in firms with three or more employees 
were in self-funded plans in 2008 (KFF/HRET Survey, 2010). Our findings are not 
directly comparable, because we include only a small fraction of plans with fewer 
than 100 participants and because as many as 37.5% of plan participants are in 
mixed-funded plans. Given the limitations of Form 5500 filings, our results are 
broadly consistent with those of KFF/HRET Survey (2010).  
 
Table 10 shows the distribution of funding mechanism by plan size for health plans 
reporting in 2008. Most small plans appear to be self-insured, but this is due to the 
select nature of small plans in our analysis. Recall that plans with fewer than 100 
participants are included only if they use a trust or separately maintained fund to 
hold plan assets or act as a conduit for the transfer of plan assets, which is often 
                                           
 
22 As explained above, a mixed-funded plan filed a single Form 5500 for a plan with 
both a fully insured and a self-insured health benefit component (e.g., a fully insured 
HMO and a self-insured PPO). 
23 More accurately, the health benefits of any individual participant are either fully 
insured or self-insured, but the information on Form 5500 does not permit a 
breakdown of plans into fully insured and self-insured components. Some of the 
participants in mixed-funded plans are in a fully insured component, whereas others 
are in a self-insured component. 

Unweighted Weighted by participants
Plans Percent Participants Percent

Fully insured 23,716 57.3% 18,129,865 27.8%
Mixed 5,462 13.2% 24,524,775 37.5%
Self-insured 12,193 29.5% 22,673,999 34.7%
Total 41,371 100.0% 65,328,639 100.0%
Source: Form 5500 filings.
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associated with self-insurance. Small plans aside, the likelihood of self-insurance 
generally increases with plan size. The pattern is particularly pronounced for mixed-
funded plans, presumably because larger plans may offer multiple plan options, 
some of which are fully insured and some of which are self-insured. The fraction of 
plans with 5,000 or more participants that bear at least a portion of the financial 
risks of their health benefits is 76%, compared with 27% among plans with 100-199 
participants. 
 

Table 10. Distribution of Funding Mechanism, by Plan Size (2008) 

 
 
Weighted by plan participants, we find similar patterns. Overall, about 35% of 
participants are in self-insured plans, 28% are in fully insured plans, and 38% are in 
mixed-funded plans. 
 
Table 11 and Table 12 show the funding mechanism distribution by plan year for 
health plans from 2000-2008. The total number of health plans in each year is 
between 40,000 and 46,000. The fraction of plans that were self-insured increased 
from 10,826 (26.6%) in 2000 to 13,630 (30.7%) in 2003, and has since held 
approximately constant at around 30%. Weighted by number of participants, the 
fraction of health plans that self-insure is typically greater than the unweighted 
fraction, because self-insurance is positively correlated with plan size. This is 
particularly evident for mixed-funded plans. 
 
Table 13 shows plans and participants in matched plans for 2000-08. The total 
number of matched plans that were self-insured increased from 1,442 in 2000 to 
1,819 in 2005 and has subsequently declined somewhat. 
 

Participants Unweighted fraction Fraction weighted by participants
in plan Fully insured Mixed Self-insured Fully insured Mixed Self-insured

0 15.7% 54.7% 29.6%
1-99 1.3% 34.1% 64.6% 2.1% 44.2% 53.7%

100-199 73.2% 5.4% 21.5% 73.3% 5.3% 21.3%
200-499 66.8% 7.6% 25.6% 65.9% 8.0% 26.1%
500-999 53.8% 13.3% 32.9% 53.4% 13.7% 32.9%

1,000-1,999 43.0% 19.9% 37.1% 42.5% 20.5% 37.0%
2,000-4,999 32.9% 29.7% 37.4% 32.8% 30.1% 37.1%

5,000+ 23.6% 43.0% 33.4% 17.9% 46.6% 35.5%
All 57.3% 13.2% 29.5% 27.8% 37.5% 34.7%

Source: Form 5500 filings.
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Table 11. Distribution of Funding Mechanism, by Plan Year 

 
 

Table 12. Plans and Participants by Funding Mechanism, by Plan Year - Total 
Sample 

 
 

Table 13. Plans and Participants by Funding Mechanism, by Plan Year - 
Matched Sample 

 
 

Plan Unweighted fraction Fraction weighted by participants
year Fully insured Mixed Self-insured Fully insured Mixed Self-insured
2000 54.7% 18.7% 26.6% 36.7% 36.6% 26.6%
2001 54.6% 17.6% 27.9% 36.5% 36.7% 26.8%
2002 53.8% 15.7% 30.5% 34.0% 37.8% 28.2%
2003 54.2% 15.1% 30.7% 32.8% 37.3% 30.0%
2004 55.0% 15.1% 29.9% 31.2% 38.1% 30.7%
2005 55.6% 14.2% 30.2% 31.1% 37.5% 31.4%
2006 56.5% 13.8% 29.7% 28.6% 37.4% 34.0%
2007 57.3% 13.3% 29.4% 28.3% 37.5% 34.2%
2008 57.3% 13.2% 29.5% 27.8% 37.5% 34.7%

Source:  Form 5500 filings.

Plan Number of plans Number of participants
year Fully insured Mixed Self-insured Fully insured Mixed Self-insured
2000 22,293 7,620 10,826 19,314,565 19,261,200 13,984,010
2001 23,736 7,635 12,132 20,531,422 20,664,849 15,070,430
2002 24,265 7,085 13,742 20,329,157 22,627,423 16,898,885
2003 24,048 6,704 13,630 19,786,584 22,508,665 18,094,287
2004 24,079 6,592 13,106 18,691,854 22,798,065 18,399,575
2005 24,770 6,340 13,461 18,917,072 22,774,569 19,084,310
2006 25,824 6,298 13,571 18,695,916 24,435,219 22,233,953
2007 26,295 6,110 13,504 19,090,992 25,285,494 23,068,586
2008 23,716 5,462 12,193 18,129,865 24,524,775 22,673,999
Source:  Form 5500 filings.

Plan Number of plans Number of participants
year Fully insured Mixed Self-insured Fully insured Mixed Self-insured

2000 3,250 1,151 1,442 7,935,529 11,212,822 5,408,616
2001 3,278 1,186 1,664 8,358,309 11,945,360 6,221,797
2002 3,103 1,164 1,810 8,224,112 14,174,939 7,065,476
2003 2,990 1,137 1,785 8,121,031 13,855,294 6,952,820
2004 2,861 1,163 1,776 7,214,186 14,689,894 6,652,139
2005 2,772 1,119 1,819 7,223,137 14,680,301 7,213,275
2006 2,791 1,140 1,791 6,614,152 15,811,275 7,108,554
2007 2,650 1,125 1,766 6,638,652 16,266,438 7,362,475
2008 2,291 1,081 1,668 6,719,274 15,697,565 7,287,435
Source:  Form 5500 filings.
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Table 14 reports summary statistics for per-participant benefit payments and other 
expenses and the fraction of plan contributions borne by the participant.24 Since this 
information is only available for a limited group of fully insured plans, they are 
excluded from this analysis. These figures stem from the Form 5500 Schedule H 
(Financial Information) or Schedule I (Financial Information—Small Plan). Fully 
insured and unfunded plans are not required to file Schedule H or I, so those plans 
that do file constitute a select subset of plans. For these reasons, we urge the reader 
to interpret the figures with caution. 
 
The median per-participant total expenses on benefit payments and other items for 
self-insured plans were $5,821, which is lower than the $7,354 median total 
expenses of mixed-funded plans.25 This ranking also holds at the 25th and 75th 
percentiles. Median total expenses among self-insured plans with fewer than 100 
participants were particularly low at $2,897 per year (not shown in the table).  
 
At the median, the portion of health plan contributions borne by plan participants 
was lower for participants in self-insured plans (10.7%) than those in mixed-funded 
plans (14.0%). Health plan contributions as defined here typically consist solely of 
payroll deductions through which participants share in the costs of health benefits. 
They do not reflect deductibles or co-payments. 
 

                                           
 
24 Some health plans that filed a Schedule H or I reported zero or negative total 
expenses. These plans were removed from this analysis. Others reported implausibly 
large expenses. To reduce the effects of such outliers, Table 14 reports the 25th 
percentile, the median, and the 75th percentile of various metrics, rather than 
average values.  
25 We do not report summary statistics on administrative expenses, even though 
Schedules H and I ask detailed questions on the administrative component of total 
expenses, because administrative expenses as reported on Schedules H and I are 
not comparable across plans with different funding mechanisms. Administrative 
expenses as reported on Schedules H and I show the extent to which such expenses 
deplete plan assets. The premium payments of fully insured or mixed-funded plans 
may cover additional administrative expenses incurred by the insurance company. 
(Schedule A asks about such expenses, but only from insurance plans that are 
experience rated.) Further, administrative expenses may be overstated insofar they 
relate to non-health benefits or understated to the extent a portion is paid from 
general assets of the sponsor.  
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Table 14. Characteristics of Health Plans, by Funding Mechanism (2008) 

 
 
Table 15 shows that the patterns across funding mechanisms seen in 2008 hold for 
prior years as well. Self-insured plans with fewer than 100 participants appear to 
have been more successful than other plans at keeping health-care cost inflation 
down. 
 

Table 15. Characteristics of Health Plans, by Plan Year and Plan Size 

 
 

All Mixed Self-insured
25 pct 3,102    5,025   1,877
Median 6,687    7,354   5,821
75 pct 9,298    9,723   8,815
# Obs 5,873    2,522   3,351
25 pct 2.1% 3.0% 1.6%
Median 12.5% 14.0% 10.7%
75 pct 27.9% 28.7% 26.9%
# Obs 3,579    1,730   1,849

Participant contribution
(% of total)

Total benefit payments 
and other expenses
per participant ($)

Note: All includes mixed-funded and self-insured plans.  Total benefit 
payments and other expenses and participant contribution are based 
on Form 5500 Schedules H and I.  Schedules H and I are filed by plans 
with a trust only, i.e., by a select subset of plans.

All Mixed Self-
insured

All Mixed Self-
insured

2000 3,590 4,399 2,678 7.3% 12.0% 3.6%
2001 3,642 4,928 2,420 9.3% 8.7% 9.5%
2002 3,189 5,224 2,023 12.4% 18.0% 7.0%
2003 2,562 5,450 1,419 9.3% 13.7% 6.8%
2004 4,005 5,867 2,401 7.6% 5.7% 8.5%
2005 3,381 6,105 2,051 5.6% 4.4% 9.4%
2006 3,305 6,398 2,133 4.5% 2.5% 7.4%
2007 3,751 6,630 2,205 4.3% 4.3% 3.6%
2008 4,654 7,110 2,897 8.3% 15.1% 5.1%
2000 4,473 4,605 4,296 11.9% 13.0% 10.8%
2001 4,923 5,011 4,798 11.9% 13.2% 10.3%
2002 5,385 5,514 5,192 13.2% 15.0% 11.6%
2003 5,763 5,952 5,561 13.7% 15.6% 12.2%
2004 6,193 6,366 6,022 13.8% 16.2% 11.9%
2005 6,458 6,639 6,254 13.8% 15.6% 12.2%
2006 6,706 6,902 6,538 13.3% 15.0% 11.6%
2007 7,010 7,132 6,892 12.7% 14.1% 11.0%
2008 7,324 7,436 7,211 12.7% 13.9% 10.9%

Plan Size 
>= 100

Note: All includes mixed-funded and self-insured plans.  Total benefit 
payments and other expenses and participant contribution are based on 
Form 5500 Schedules H and I.  Schedules H and I are filed by plans with a 
trust only, i.e., by a select subset of plans.

Plan 
year

Median total benefit pay-
ments and other expenses 

per participant ($)

Median participant 
contribution
(% of total)

Plan Size 
< 100
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Table 16 shows the funding mechanism distribution by industry, where industry is 
identified by the business code provided by Form 5500 filers. We present the 
percentage breakdown of the funding mechanism for a classification of major 
industry groups. Plans in the agriculture, mining, construction, and utilities industries 
tend to be most likely to be mixed-funded or self-insured, whereas the services and 
wholesale trade industries are the most likely to be fully insured. 
 

Table 16. Distribution of Funding Mechanism, by Industry (2008) 

 
 
Another dimension of plans to consider is whether the plan is a multiemployer or 
multiple-employer plan as opposed to a single-employer plan. A multiemployer plan 
covers employees from more than one employer and is maintained pursuant to one 
or more collective bargaining agreements.26 Multiple-employer plans are similar to 
multiemployer plans in that they cover employees from more than one employer but 
are not associated with a collective bargaining agreement. Table 17 shows the 
number of each type of plan in the 2008 Form 5500 data and the proportion in each 
funding mechanism. The figures demonstrate that multiemployer and multiple-
employer plans are much more likely to choose some form of self-insurance than 
single-employer plans. 
 

Table 17. Funding Mechanisms of Multiemployer and Multiple-Employer 
Plans (2008) 

 
 

                                           
 
26 29 U.S.C. § 1002(37). The instructions to Form 5500 refer to the formal definitions 
of multiemployer, single-employer, and multiple-employer plans found in ERISA. Also 
see http://www.bls.gov/ncs/ebs/sp/healthterms.pdf. 

Fully insured Mixed Self-insured
Agriculture 42.9% 12.2% 44.9%
Communications and information 57.7% 12.6% 29.7%
Construction 41.1% 23.6% 35.3%
Finance, insurance & real estate 56.0% 15.4% 28.6%
Manufacturing 56.5% 13.4% 30.1%
Mining 41.9% 12.3% 45.8%
Retail trade 59.7% 14.5% 25.9%
Services 61.8% 10.4% 27.8%
Transportation 51.5% 16.0% 32.5%
Utilities 34.0% 21.3% 44.7%
Wholesale trade 62.7% 12.0% 25.2%
Misc. organizations 55.8% 13.0% 31.2%
Industry not reported 59.6% 10.4% 30.0%
Source: Form 5500 filings.

Fully insured Mixed Self-insured
Multiemployer or multiple-employer plan 32.0% 30.4% 37.6%
Single-employer plan 59.3% 11.9% 28.9%
Source: Form 5500 filings.

http://www.bls.gov/ncs/ebs/sp/healthterms.pdf
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Table 18. Funding Status of “New” Plans, by Plan Year 

 
 

Table 19. Plans and Participants for “New” Plans, by Plan Year 

 
 
Table 18 shows the funding mechanism of new plans, defined as plans that could not 
be matched to a plan filing in the prior year. Given data limitations, some plans 
contributing to this table may in fact have existed in prior years. A comparison of 
Table 18 to Table 11 indicates that plans that first filed in 2001-2005 were somewhat 
more likely to be self-insured than previously existing plans, and that new plans in 
2006-2008 were somewhat less likely to be self-insured. Including mixed-funding 
plans, the turning point came three years prior.27 Table 19 shows the number of 
plans and participants that comprise the percentages in Table 18. 
 
Table 20 examines the presence of stop-loss insurance. These figures also must be 
interpreted with caution. If stop-loss insurance identifies the health plan as the 
beneficiary or it is purchased with plan assets, it must be reported on a Schedule A. 
However, if the employer has purchased stop-loss insurance with itself as the 
beneficiary (rather than the plan), then it need not be reported on Form 5500. The 
figures in Schedule A may thus understate the prevalence of stop-loss insurance. 
                                           
 
27 The large increase observed in 2006 in the percentage of participants in self-
insured plans was due to the introduction of a single, very large, new plan. 

Number of participants
Plan 
year

Fully 
insured Mixed

Self-
insured

Fully 
insured Mixed

Self-
insured

2001 51.1% 17.0% 31.8% 36.0% 36.3% 27.7%
2002 50.3% 11.7% 38.0% 31.1% 35.5% 33.4%
2003 54.2% 12.7% 33.1% 45.8% 27.2% 27.0%
2004 57.0% 11.3% 31.6% 41.9% 30.6% 27.4%
2005 58.1% 10.2% 31.6% 40.4% 29.1% 30.5%
2006 61.3% 10.5% 28.2% 23.8% 23.1% 53.1%
2007 61.1% 10.7% 28.2% 42.8% 34.9% 22.3%
2008 60.7% 11.2% 28.1% 36.8% 31.7% 31.5%

Source: Form 5500 filings.

Number of plans

Note: "New" plans are defined as plans that could not be matched to a plan 
filing in the prior year. Some entries may be due to data quality issues.

Plan Number of participants
year Fully insured Mixed Self-insured Fully insured Mixed Self-insured
2001 5,872 1,955 3,657 3,443,306   3,463,071 2,646,138 
2002 5,120 1,185 3,865 2,651,647   3,029,721 2,854,502 
2003 3,984 934 2,430 2,087,463   1,241,990 1,232,695 
2004 3,966 788 2,199 1,987,590   1,453,269 1,301,324 
2005 4,215 742 2,292 1,732,005   1,249,440 1,309,837 
2006 4,493 769 2,065 1,937,410   1,879,059 4,313,696 
2007 4,246 746 1,959 2,116,170   1,725,793 1,102,268 
2008 3,371 623 1,558 1,685,485   1,455,501 1,443,508 

Source: Form 5500 filings.

Number of plans

Note: "New" plans are defined as plans that could not be matched to a plan 
filing in the prior year. Some entries may be due to data quality issues.
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Approximately one in four mixed-funded and self-insured plans reports stop-loss 
coverage in a Schedule A. Weighting by the number of participants reduces those 
fractions by approximately one-half, indicating that smaller plans are more likely to 
purchase stop-loss insurance than larger plans or may be mistakenly reporting stop-
loss insurance purchased for the benefit of the employer.28  
 

Table 20. Fraction of Health Plans Reporting Stop-Loss Insurance,  
by Funding Mechanism and Plan Year 

 
 
Table 21 shows that, among plans with stop-loss insurance, the number of mixed-
funded plans has steadily declined from 2000 through 2008 while the number of self-
insured plans has remained relatively steady.  

Table 21. Health Plans and Participants Reporting Stop-Loss Insurance, by 
Funding Mechanism and Plan Year 

 
 
Table 22 shows the annual per-participant cost of stop-loss coverage. These results 
should be interpreted with caution because the Form 5500 filing contains no 
information on attachment points or other stop-loss policy features that may reflect 
the amount of coverage provided by the policies. The median costs of stop-loss 
coverage have increased faster for self-insured plans than for mixed-funded plans. 
 
                                           
 
28 A single, very large self-insured plan purchased stop-loss insurance in 2006 and 
2007, but not in other years. As a result, the fraction of participants in self-insured 
plans with stop-loss insurance was elevated in those years. 

Plan Unweighted fraction Fraction weighted by participants
year Mixed Self-insured Mixed Self-insured
2000 27.5% 26.5% 14.6% 14.4%
2001 27.7% 24.9% 17.7% 15.7%
2002 27.8% 22.9% 15.6% 14.8%
2003 28.6% 22.9% 16.9% 14.0%
2004 28.3% 23.8% 21.3% 13.8%
2005 28.5% 23.6% 15.1% 14.0%
2006 27.7% 23.7% 14.5% 20.7%
2007 27.6% 23.3% 14.3% 20.3%
2008 27.7% 23.9% 13.3% 12.3%

Source: Form 5500 filings.

Plan Plans Participants
year Mixed Self-insured Mixed Self-insured
2000 2,092 2,866 2,816,006 2,013,206
2001 2,116 3,020 3,656,694 2,359,520
2002 1,971 3,153 3,538,435 2,505,420
2003 1,916 3,128 3,807,473 2,537,618
2004 1,865 3,116 4,851,814 2,539,890
2005 1,807 3,179 3,438,936 2,667,367
2006 1,746 3,214 3,555,308 4,600,602
2007 1,684 3,153 3,609,463 4,680,592
2008 1,511 2,909 3,265,307 2,778,369

Source: Form 5500 filings.
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Table 22. Per Participant Annual Premiums for Stop-Loss Insurance 

 
 

Analysis of 5500 Filers Matched to Financial Data 

Focusing on the set of Form 5500 filers that could be matched to financial 
information in Capital IQ, Table 23 presents information on company size as 
measured by revenue, market capitalization,29 net income, and number of 
employees. The table shows that companies offering fully insured health plans tend 
to be smaller on all these dimensions than companies offering self-insured or mixed-
funded health plans. Companies offering mixed-funded health plans tend to be the 
largest.  

Table 23: Characteristics of Companies Matched to Form 5500,  
by Funding Mechanism (2008) 

 
 

                                           
 
29 Market capitalization is the aggregate dollar value of all common shares 
outstanding. 

Plan Mixed-funded ($) Self-insured ($)
year 25th pct median 75th pct 25th pct median 75th pct
2000 103 366 837 152 344 663
2001 83 339 871 160 398 785
2002 83 338 869 192 441 845
2003 104 352 870 209 457 873
2004 114 380 897 211 474 866
2005 121 391 898 236 508 918
2006 132 421 904 245 536 955
2007 136 440 924 247 565 977
2008 125 431 935 260 591 1,048

Source: Form 5500 filings.

All Fully insured Mixed Self-insured
25 pct 218 109 770 379
Median 985 362 2,708 1,360
75 pct 4,172 1,577 9,886 5,841
# Obs 3,903 1,717 857 1,329
25 pct 122 60 422 224
Median 597 289 1,715 919
75 pct 2,766 1,175 7,639 3,870
# Obs 3,439 1,539 756 1,144
25 pct -21 -23 -22 -15
Median 18 5 66 32
75 pct 162 63 462 220
# Obs 3,931 1,731 862 1,338
25 pct 802 412 2,800 1,255
Median 3,160 1,300 8,100 4,130
75 pct 13,600 5,700 28,000 16,600
# Obs 3,676 1,607 815 1,254

Source: Form 5500 filings and Capital IQ data.

Revenue
(in $ millions)

Market capitalization
(in $ millions)

Net income
(in $ millions)

Number of employees
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Table 24 presents three metrics of the financial health of matched companies. The 
Altman Z Score is an index summarizing five financial measures that predict 
bankruptcy risk. A company with a Z score greater than 2.99 is considered to be in a 
“Safe” zone, one with a score between 1.8 and 2.99 in a “Grey” zone and a company 
with score less than 1.80 to be in a “Distress” zone (Altman, 1968). Companies 
offering different types of plans appear to have comparable levels of Z scores. Put 
differently, the risk of insolvency, as measured by a Z score, does not appear to be 
related to the choice of funding mechanism. 
 
When measured on two other metrics of financial health that involve ratios of cash or 
income to total debt, the results are mixed. At the median, fully insured firms have 
about as much cash flow relative to total debt as other firms, but lower operating 
income relative to debt than mixed-funded or self-insured firms. The distributions of 
financial metrics are more dispersed for fully insured firms than for other firms: the 
25th percentiles are lower and the 75th percentiles are higher. 
 

Table 24. Financial Health of Companies Matched to Form 5500, by Funding 
Mechanism (2008) 

 
 

Longitudinal Analysis of Funding Mechanism Switching 

Table 25 exploits the longitudinal nature of the Form 5500 data and shows the 
number of plans that were matched to their filings in the previous year. For example, 
in 2008 we observed 41,371 plans. Of those, we located the 2007 filings and 
constructed the funding mechanism measure for 35,819 plans (86.6%). The year-
over-year match rate ranges from 73.6% in 2001 to 86.6% in 2008.  
 

All Fully insured Mixed Self-insured
25 pct 1.4 1.0 1.7 1.5
Median 2.7 2.6 2.8 2.7
75 pct 4.1 4.1 4.0 3.9
# Obs 2,822 1,282 623 917
25 pct 0.08 0.05 0.10 0.10
Median 0.28 0.28 0.27 0.29
75 pct 0.92 1.27 0.77 0.85
# Obs 3,883 1,704 856 1,323
25 pct 0.03 -0.07 0.09 0.06
Median 0.22 0.18 0.26 0.23
75 pct 0.72 0.78 0.72 0.68
# Obs 3,906 1,717 860 1,329

Source: Form 5500 filings and Capital IQ data.

Altman Z score

Cash from operations
over total debt

Operating income
over total debt
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Table 25: Match Rate of Plan Filings to Their Prior-Year Filing, by Plan Year 

 
 
Table 26 shows the frequency with which plans switched their funding mechanisms 
from one year to the next. For example, 39.4% of plans that were observed in both 
2007 and 2008 remained mixed-funded or self-insured, 53.9% remained fully 
insured, 3.8% switched from fully insured to mixed-funded or self-insured, and 2.9% 
switched to fully insured. The switching rate has declined over time. In other words, 
while some migration to alternative funding mechanisms remains, plans appear to 
now adhere to a particular funding mechanism for longer durations than they did in 
the past. 
 

Table 26: Incidence of Year-on-Year Switching in Funding Mechanism, by 
Plan Year 

 
 
 

Plan 
year

Number of plans
in year t

Total number of plans 
in year t  matched to a 

plan in year t-1 Fraction matched
2000 40,739
2001 43,503 32,011 73.6%
2002 45,092 34,920 77.4%
2003 44,382 37,032 83.4%
2004 43,777 36,822 84.1%
2005 44,571 37,320 83.7%
2006 45,693 38,364 84.0%
2007 45,909 38,955 84.9%
2008 41,371 35,819 86.6%

Source:  Form 5500 filings.

Plan 
year

Number of 
matching 

plans

Remain
mixed or

self-insured
Remain

fully insured

Switch to 
mixed or self-

insured
Switch to 

fully insured
2001 32,011 39.3% 51.1% 4.9% 4.7%
2002 34,920 40.4% 50.8% 4.8% 4.0%
2003 37,032 41.8% 50.2% 4.0% 4.0%
2004 36,822 40.9% 51.0% 4.4% 3.6%
2005 37,320 40.7% 51.2% 4.2% 3.9%
2006 38,364 40.7% 52.2% 3.7% 3.4%
2007 38,955 39.9% 53.4% 3.5% 3.2%
2008 35,819 39.4% 53.9% 3.8% 2.9%

Source: Form 5500 filings.
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6. Discussions with Subject Matter Specialists and 
Human Resources Executives 

To help gain a deeper understanding of the type and quality of data collected on a 
Form 5500, discussions were conducted with subject matter specialists (Consultants) 
who assist companies with their Form 5500 filings and with human resource 
executives (HR executives) who work for companies that currently file a Form 5500 
(i.e., the plan sponsor and/or plan administrator). The discussions included three 
Consultants employed by a professional services firm, each with extensive 
experience with companies of different sizes across a diverse set of industries, and 
with health plans with different funding mechanisms. The interviewed HR executives 
have direct responsibility for their companies’ filings. HR executives from three 
separate firms were included in the discussions: 
 

• The first firm is in the construction and design business based in New 
England. The firm has approximately 500 employees. The firm sponsors 
health and welfare plans and has not used professional services firms in the 
preparation of its Form 5500 filings. 

• The second firm is a not-for-profit financial services company located in 
Delaware. The firm sponsors a health and welfare plan with approximately 
250 participants. The persons primarily responsible for the plan 
administration activities are the Vice President for Human Resources and the 
Director-Compensation and Benefits. The firm engages a third-party 
insurance broker for handling insurance contract(s) with insurance companies 
and a professional services firm for handling Form 5500 filings. 

• The third firm is a large energy services and delivery company with a base of 
operations in the Northeast United States. The firm sponsors multiple plans 
including a retiree medical plan and a health and welfare plan with over 5,000 
active participants. The firm engages a number of third-party providers to 
provide administrative services and insurance coverage. The interviewed 
individual is responsible for the welfare benefit plan administration. 

 
The companies sponsored a mix of self-insured and fully insured health benefit 
plans.30 Interviews with the Consultants and HR executives centered on the 
perceived value of the information provided on the Form 5500 (e.g., informativeness 
of the return to both the company and the participants, accuracy, ambiguities, 
timeliness), the costs associated with the current filing requirements, possible 
alternatives to the current filing requirements and the ease with which possible 
additional information can be reported. As with all sections of this report, the views 
and opinions reported below are not an official Government position, policy or 
decision, absent other documentation issued by the appropriate governmental 
authority. 

                                           
 
30 One fully insured company paid the deductibles of its employees and therefore 
bore some of the financial risks of its plan. 
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Perceived Value of the Information Gathered on the Form 5500 

Informativeness 

Based on experience using the Form 5500 data, the Consultants noted that the 
amount of information gathered from self-insured health plans is less than that from 
other types of health plans. This is because most self-insured plans are not required 
to file Schedules A, H or I. The Schedule A would typically provide information on the 
amount of claims paid or premiums paid to an insurance company. But in a self-
insured setting, this information is not requested on Form 5500. In addition, 
generally Schedules H and I would only be filed by a health plan providing benefits 
that are funded through a trust. To the extent the plan is funded through a trust, 
financial information including amounts pertaining to contributions, benefits paid and 
investment gains or losses on the assets would be reported. Without the requirement 
for these Schedules, self-insured health plans typically only report the plan’s basic 
demographic information on Part I and II of the Form (e.g., type of benefit features 
under the plan, including medical, dental, disability, flexible spending, number of 
individual participants, etc.). Consequently Form 5500 for self-insured plans provides 
little meaningful information for the intended user of the Form.  
 
Two HR executives commented that they did not fully understand the benefit of the 
filing to their employees. In their opinion, Form 5500 provides a high-level overview 
of costs, claims and expenses that does not offer much value to employees. 
 
One HR executive found the availability of broker commissions on Schedule A useful 
in allowing the firm to easily compare and switch between providers. 

Ambiguity and Accuracy 

The Consultants opined that there are several areas on the Form 5500 that appear to 
cause confusion for sponsors of self-insured plans, and health plans more generally, 
and a number of these impressions were corroborated by the HR executives. 
 

• One ambiguity is whether sponsors of health and welfare plans (fully insured 
or self-insured) are required to file. According to the Form 5500 Instructions 
for 2008, if a plan has fewer than 100 participants at the beginning of the 
year and the plan is fully insured, unfunded, or a combination of both, there 
is no Form 5500 filing requirement.31 Sponsors of plans with fewer than 100 
employees are often confused as to whether they have a filing requirement, 
especially when they sponsor a mixture of fully insured plans and self-insured 
plans, or offer more than one type of benefit. For example, in the case of an 
employer with 60 employees participating in an HMO plan and 60 employees 
participating in a PPO plan, the onus is on the company to determine if they 

                                           
 
31 An unfunded plan has its benefits paid as needed directly from the general assets 
of the employer that sponsors the plan. However, a plan that received employee (or 
former employee) contributions during the plan year or used a trust or separately 
maintained fund to hold plan assets or act as a conduit for the transfer of plan assets 
is not unfunded. In addition, a plan with employee contributions that is associated 
with a cafeteria plan under Internal Revenue Code Section 125 may be treated for 
annual reporting purposes as an unfunded plan if it meets certain requirements.  
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consider their plans to be two separate “small welfare plans” not required to 
file versus a single large plan with 120 participants which is required to file. 
The confusion stems from the definition of a “plan” for Form 5500 purposes. 
In the example above, combining the PPO and HMO would result in over 100 
participants, while considering each plan as distinct would yield no filing 
requirement. Many plan sponsors wrap their benefits together into one plan 
document and this enables them to file a single Form 5500. The Form 5500 
instructions point out this option, indicating that if plan sponsors are not sure 
how many plans they have, they should consult with legal counsel or an 
advisor. As a consequence, the Consultants observed, and HR executives 
confirmed, sponsors may file separately for each individual plan even though 
fewer consolidated filings may suffice. 

• Some companies which offer both fully insured and self-insured plans use 
brokers to prepare their filings. These brokers most likely deal only with the 
fully insured participants in a plan, and may be unaware of the company’s 
participants in a self-insured plan and, as a consequence, prepare Forms 
incorrectly.  

• In addition, plan sponsors are often confused about what constitutes a 
“participant” for the purposes of determining the filing requirement. The Form 
5500 instructions provide some guidance on how to determine participant 
counts, yet for several of the executives interviewed, the instructions were 
not entirely clear. For example, if an employer offers a health benefit that is 
voluntary, they often mistakenly count individuals who do not opt in as 
participants merely because they are eligible to participate, even though the 
instructions explain that in the context of a welfare plan (other than a 
severance pay plan), such individuals should not be counted.  

• Employers often exceed the threshold of 100 participants over time without 
realizing they have a filing requirement for many types of health and welfare 
plans. As a result they often miss their required filing deadlines and may be 
subject to penalties for late filings.  

• There is also an area of confusion around the difference between 
“participants” on the main Form 5500 and “covered persons” on its Schedule 
A. Plan sponsors are often unaware that dependents are not to be reported on 
the Form 5500 as participants but may be counted as covered individuals on 
Schedule A. The Form 5500 instructions explicitly state that dependents are 
excluded from the number of participants on the main Form, but are silent on 
the issue of dependents among covered persons on Schedule A. 

• For health plans, there was confusion surrounding the need to file Schedule C 
(Service Provider Information). The 2009 revisions to the Form 5500 
instructions added guidance for employers on whether they meet the 
necessary exemptions to file this Schedule. The Consultants believe these 
instructions should reduce confusion regarding Schedule C requirements for 
future filings.  

• In Puerto Rico, there are employers who fall under the purview of ERISA and 
are thus subject to Form 5500 requirements. It is unclear to what extent 
these employers are aware of their disclosure and filing obligations, and as a 
result may have delinquent filing requirements. 

• Sometimes companies check the appropriate boxes for a self-insured plan 
even though they offer only a flexible spending account benefit. The main 
difference in the filings of a self-insured health benefit plan which pays 
benefits from general assets and a flexible spending account plan is in the 
welfare benefit code: 4A (“Health (other than dental or vision)”) for health 
benefits, and, since there is no dedicated code, 4Q (“Other”) for flexible 
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spending accounts. Sometimes, however, companies that sponsor a flexible 
spending account erroneously specify 4A.  

• The HR executives stated that they rely heavily on their brokers or health 
insurance carriers to furnish the information required to fill out the Form. 
However, gathering this information from many different third-party 
administrators still requires a significant level of effort. 

Ease of Filing  

The Consultants and the HR Executives noted that the level of difficulty for the 
preparation of Form 5500 varies widely depending on the plan structure. In 
particular, they made the following observations: 
 

• As mentioned previously, stand-alone self-insured health and welfare plans 
which are not funded by a trust generally report limited information on the 
return. Since sponsors of these plans typically only complete the Form 5500, 
and no supporting Schedules, these returns should be relatively easier to 
complete.  

• Sponsors of funded self-insured plans are required to report additional 
information which can be complicated (i.e., need to file Schedules C and H) 
depending on the complexity of the plan. 

• When a policy or contract year for an insured benefit does not match the plan 
year, additional effort is required to determine the correct reporting period for 
the policy. 

• When a funded self-insured plan has a plan year that does not match the 
calendar year and information is not readily available on a plan year basis, 
additional effort is required to gather the information needed to prepare the 
return. Some employers have considered switching plan years from a fiscal 
year basis to a calendar year basis to reduce complexity, however, the 
substantial level of effort and cost required to make this switch often 
dissuades them. 

• Self-insured programs that were part of a wrapped plan that included both 
self-insured and fully insured benefits can cause further complications (e.g., 
difficult to discern which benefits are self-insured, fully insured, or a 
combination of both) depending on the complexity of the plan. 

• Several HR executives find completing Schedule H difficult. Areas of 
complexity noted include: 

o Breakout and classification of income and expense reported on the 
Schedule H are not necessarily consistent with classifications under 
other reporting requirements (such as Generally Accepted Accounting 
Principles). 

o With indirect compensation being reported on the Schedule C, fees 
reported on Schedule C no longer tie to fees reported on Schedule H. 

• The Consultants commented that the Schedule C (Service Provider 
Information) is a challenge to complete for health plans required to this 
Schedule. This is because not all plan sponsors and service providers 
understand the changes to the fee disclosure requirements resulting in 
multiple (and in some cases incorrect) interpretations of the guidance. 

• HR executives find the EFAST2 electronic filing system more convenient than 
the paper system. In general, the Consultants and HR executives believe that 
electronic filing should, over time, increase efficiencies and reduce filing 
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errors. This is because many errors will be identified and vetted when filers 
attempt to file and receive an edit message. 

• However, in some cases the initial switch to e-filing has complicated the filing 
process and many filers not familiar with e-filing struggled with the process 
this past year. Areas that created the most confusion included the following: 

o Access; difficulties in obtaining credentials to access EFAST2 
o Types of users; confusion regarding roles using both IFILE and third 

party software 
o Attachments; confusion regarding placement, format and number of 

Attachments 
o Hand-off of responsibilities; issues when multiple authors were 

involved with the filing process (e.g. independent qualified public 
accountant, actuary, tax preparer, plan sponsor) 

o Errors; confusion regarding types of errors (generated by both third 
party software and in DOL error reports) and issues addressing error 
messages when an error may not exist or is not understood 

o The large volume of filings near the filing deadline resulted in 
significant transmission delays (mostly at the third-party software 
level).  

Timeliness 

The Consultants and HR Executives made the following observations regarding 
timeliness: 
 

• According to the 2010 Instructions to Form 5500, filings are due on the last 
day of the seventh calendar month after the end of the plan year, with a 
potential extension of up to 2½ months.32 For calendar-year plans, filings are 
thus due on July 31st or October 15th of the following year. With EFAST2, 
information is typically posted on the DOL website within 24 hours of filing. In 
the past it was not available on the DOL website and one had to wait for 
outside consulting companies to post the information to their websites, which 
often took several months. 

• Receipt of information may be delayed if the returns are not filed, or are 
incomplete or inaccurate at the time of filing. The length of delay depends on 
how quickly the plan sponsor receives and responds to inquiries from the DOL 
and IRS. Common reasons for delay include:  

o Sponsors whose plans, as a result of an increase in participants, move 
from being small plans (which were not required to file) to large plans 
might not be aware of the filing requirement. 

o Notices sent to the wrong location or delivered to the wrong person 
(e.g., the sponsor address reported on Form 5500 might not be the 
location where the responsible parties are located)  

o A corporate restructuring such as a merger, acquisition or divestiture 
resulting in the notice becoming lost in the shuffle and resulting in 
untimely responses. 

• The Consultants expect that the new electronic filing mandate with its 
automated internal consistency checks will reduce the number of incomplete 
returns being filed. 

                                           
 
32 http://www.dol.gov/ebsa/pdf/2010-5500inst.pdf 

http://www.dol.gov/ebsa/pdf/2010-5500inst.pdf
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• HR executives who obtain their filing information from the insurance carriers 
and brokers reported having had no significant issues with timeliness. 

Cost of Filing 

According to HR executives, recent changes such as the EFAST2 Electronic filing 
mandate and Schedule C revisions have, in some cases, increased costs due to 
purchases of approved third-party software (for sponsors who historically used hand-
printed Forms), outsourcing preparation, requesting consultation regarding new 
rules, or expending significant time and resources learning how to file electronically 
through IFILE or third-party software applications. The cost increases relating to 
purchases of DOL approved third party software apply to plans with and without 
trusts. However, plans which are funded with trusts tend to require more 
complicated filings, and tend to be cases in which HR Executives would seek outside 
assistance from a third-party.  
 

• The Consultants have noticed that the majority of the clients for which they 
work on general employee-benefit matters (not just Form 5500 filings) 
engage a third-party vendor for at least some aspects of the Form 5500 filing.  

o In general, many large and mid-size employers use third party service 
providers to assist with some (if not all) Form 5500 preparation 
services. Plan sponsors who choose to prepare filings in-house 
typically have tax departments with available resources or are 
attempting to cut costs. The most common reason for outsourcing is to 
mitigate the risk of incomplete or incorrect filings. 

o Filings for unfunded, self-insured plans are more often prepared in-
house because they are relatively easier to complete.  

o Small employers eligible for limited filing requirements are more likely 
to prepare returns internally. Small employers who sponsor unfunded 
self-insured plans with fewer than 100 participants are generally not 
required to file Form 5500. 

• Plan sponsors routinely engage third-party vendors to help manage or 
administer their retirement and welfare benefit plans. In the case of 
retirement plans, filing help is more likely to be provided as part of these 
services, while filing help from vendors is less prevalent for welfare benefit 
plans. 

• The HR executives said that they generally do not track, and would have a 
hard time recalling, the cost of gathering information for filing. For insured 
plans, these costs are often included in the services provided by an insurance 
carrier. Once the information is obtained, HR executives reported typically 
spending 3 to 4 hours completing the Forms and readying them for 
submission. Funded, self-insured plans take longer, due to the additional 
requirements. 

Ease of Gathering Additional Information/ Filing Alternatives and 
Areas for Improvement 

The Consultants and the HR Executives made the following observations on the ease 
of gathering information requested on Form 5500. 
 

• The Consultants and several HR executives suggested that the DOL should 
consider whether the frequency of the filings or the information required to be 
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provided should be reduced from an annual requirement if no benefits and 
demographic changes have occurred from the prior year. For example, with 
no changes to the plan from the prior year perhaps the plan administrator or 
employer could sign, under penalties of perjury, that there were no changes 
and then electronically file an abbreviated Form 5500. 

• The Consultants noted that self-insured plans are required to be in 
compliance with the administration simplification provisions of the Health 
Insurance Portability and Accountability Act of 1996 (HIPAA). It may be 
helpful for federal and state government agencies with authority for HIPAA 
enforcement if the sponsor of a self-insured plan submitted an affirmation of 
compliance with HIPAA’s provisions. This additional disclosure could help 
provide additional assurance to a plan’s participants and beneficiaries that the 
self-insured plan is in fact in compliance with HIPAA. If the employer or plan 
administrator also were to attest to compliance failures, this could be used as 
a tool by the government agencies to boost enforcement through auditing 
procedures and outreach to the employer or plan administrator. 

• The Consultants noted that self-insured plans are also required to be in 
compliance with other federally mandated benefits for employees, including 
Consolidated Omnibus Budget Reconciliation Act of 1985 (COBRA) rights, 
Qualified Medical Child Support Order (QMCSO) compliance, Uniformed 
Services Employment and Reemployment Rights Act of 1994 (USERRA) rights, 
among others. The DOL may want to consider revising the Form 5500 to 
include additional compliance questions specifically targeted to an employer’s 
or a plan administrator’s compliance with these provisions. For example, the 
Form 5500 could be expanded to request information about whether COBRA 
notices were delivered to affected qualified beneficiaries in a timely manner. 
The DOL also may want to consider revising the Form 5500 to ask additional 
questions of the employer or plan administrator about whether QMCSOs were 
reviewed and approved by the plan administrator in a timely manner, when 
for instance a new alternate recipient is offered coverage pursuant to the 
terms of the QMCSO. 

• The Consultants felt that DOL should continue its education campaign for plan 
administrators and employers who sponsor self-insured plans to outline their 
roles and responsibilities for complying with the Form 5500 requirements, 
including the new e-filing instructions. To increase participation, the DOL may 
want to consider alternative strategies for promoting these programs. For 
example, the DOL may want to consider utilizing electronic social media to 
publicize these events to a wider audience.  

• The Consultants suggested that DOL consider developing a new Schedule 
specifically tailored to gathering information on the financial, operational and 
compliance requirements for self-insured plans. This new Form would be 
comparable to the Schedule A for insured plans. The DOL could utilize this 
new Schedule (to the extent that Schedules H and I do not apply) in order to 
capture potentially prohibited transactions that should be reported on the 
Form 5500. To determine if a new Schedule should be developed, the DOL 
should consider the following: 

o The additional time and costs that will be required by the plan 
administrator or employer and service providers to gather the 
information to complete the Schedule 

o The time required to prepare and submit the Schedule 
o The utility to the DOL of this information compared to the costs of 

providing the information 
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The Schedule would be required only when operational, compliance or 
financial changes were more than de minimis. 

• The Consultants also suggested that the DOL consider revising the Form 5500 
instructions to include additional guidance for plan administrators or 
employers who file on behalf of self-insured plans on specific filing 
requirements that could be unique for self-insured welfare benefit plans. For 
example, the term self-insured is only referenced in one section of the 
instructions.33 

• The Consultants further suggested that the DOL consider implementing an 
awareness campaign for plan administrators and employers sponsoring self-
insured plans related to audit activity and common errors identified during 
investigations.  

• Additionally, the Consultants suggested the DOL consider developing new 
questions based on the common errors. These questions would ask employers 
to self-disclose potential errors on Form 5500. This would help plan 
administrators and employers monitor their compliance more effectively and 
could be used by the DOL as a tool to identify errors. 

• Finally, the Consultants thought there may be some benefit in allowing 
insurance carriers to file certain information directly on behalf of an employer 
rather than have the administrator or employer collect the information and 
incorporate it into the filing. 

 

                                           
 
33 See “pointer tip”, page 16, 2010 Instructions for Form 5500, with reference to 
counting the number of participants.  
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7. POTENTIAL ISSUES WITH DATA QUALITY AND 
CONSISTENCY 

In this section we present some general observations about potential data quality 
and completeness issues associated with Form 5500 filings and provide some checks 
of the Form 5500 fields against company financial data.  

General Observations 
Our observations on Form 5500 about potential data quality and consistency issues 
include: 
 

• As reported above, about 13% of plans, accounting for 38% of participants, 
contained both externally insured components and self-insured components in 
plan year 2008. While the distinction may be clear conceptually, Form 5500 
data limitations imply that the health plan as a whole must be categorized as 
mixed-funded (partially self-insured and partially insured). The issue arises 
because Form 5500 or its instructions do not define the term “plan” and allow 
a single Form 5500 to be filed with information on multiple types of welfare 
benefits and even multiple types of health benefit options. As a result, it is 
not always possible to attribute responses to the health benefit component(s) 
of the filer’s welfare plan. For example, a plan may indicate funding benefits 
through insurance contracts and from general assets without specifying which 
plan components are funded in either way. Separately, Form 5500 data 
limitations arise from the fact that the Form does not ask details about self-
insured plan components. At the participant-policy level, however, a plan is 
either self-insured or fully insured.  

• Some filings appear to have internal inconsistencies. For example, among 
plans that reported funding and benefits from a trust or general assets only, 
3.6% also filed a Schedule A with details of a health insurance contract. For 
plan year 2008, this fraction was 3.2%.  

• Another inconsistency arises from fields that do not sum correctly. For 
example, some filings of Schedule H reported total expenses that did not sum 
to their expense components. Of 4,890 plans filing a Schedule H in 2008, the 
components did not reconcile to the total in 833 filings and the difference was 
greater than $1,000 for 86 filings. Three plans reported negative total 
expenses but positive expense components. 

• A handful of fully insured health plans reported expenses well in excess of 
$100,000 per participant per year. (These implausible values are the reason 
for reporting percentiles rather than means in Table 14.) 

• There are data issues that may be related to the Form 5500 data entry 
process. 

o The electronic data contain no missing values. It appears that blank 
fields on the Form are transcribed as zeroes. It is thus not always 
possible to distinguish a true zero from a blank (missing) field.  

o Other data entry issues may have resulted in incorrect numbers of 
participants. For example, 16 health plans reported more than 
400,000 participants even though their sponsors had far fewer than 
400,000 employees. One plan reported 11,111,111 and another 
55,555,555 participants; a few others reported more than 80 million 
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participants each. Insofar as our analyses were weighted by number of 
participants, these 16 plans were excluded from our analysis. Their 
inclusion would have affected the results greatly.34 

o When comparing number of participants over time or between the 
beginning and end of the plan year, some inconsistencies emerge. It 
appears that counts may have been entered incorrectly: 5.3% of plans 
reported a participant increase or decrease greater than 50% from the 
beginning to the end of the year. 

o Other data-entry issues may have resulted in incorrect benefit types. 
These types are denoted by strings of letters. For example, a Schedule 
A insurance contract with benefit type combination “AD” offers both 
health (A) and dental (D) coverage. One plan reported benefit type 
“ACCIDENTAL DE” and another “LIFE”, i.e., its benefit type 
combination consisted of a description rather than a code. In a handful 
of cases, plans reported invalid codes, such as “A1” (a-one) indicating 
perhaps the original “AI” (a-eye) was scanned incorrectly. 

• Caution is urged regarding plan year, defined as the calendar year in which 
the plan’s reporting period began. In some cases, that year contradicts the 
year of the data file. For example, the 2000 data file contains 42 filings with a 
start date in 1999; the 2005 file contains four filings and five filings with start 
dates in 2004 and 2006, respectively. The cause may be data processing 
issues or a problem of internal inconsistency in reporting. In 43 cases, the 
filing period end date was reported to be one day before the start date and in 
40 cases, the end date was more than one day before the start date. 

• Some EINs appeared to be incorrect (e.g., 000000000, 000000001, 
0000000CO, and 00IMENTOR).35 

 

Missing Data 

Table 27 and Table 28 present summary statistics for Form 5500 itself and its 
Schedules A, H, and I (Table 28). Based on these tables, several conclusions can be 
drawn: 
 

• Most of the Form 5500 Schedules are fully populated. For Schedules A, H, 
and I, all the relevant fields are populated. However, blank entries appear 
to have been replaced with zeroes. 

• Almost all of the fields have severe and implausible outlier values. The 
Maximum column shows values in the hundreds of billions, which strains 
credulity. For this reason, we presented median statistics and excluded 
outliers from mean calculations in our analyses. 

• Few plan filings attached Schedules H and I, so information on the 
generosity of benefits is not widely available. Only 4,890 of the 45,466 
plans attached Schedule H in 2008; even fewer attached its small plan 
counterpart, Schedule I. 

 

                                           
 
34 We manually inspected filings that reported more than 400,000 participants. There 
may also be issues with participant counts under 400,000. 
35 In addition to these anomalous numeric values, a number of filings also had 
character data in the EIN field. 
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Table 27: Patterns of Missing Data in Form 5500 

 
 

Data type Minimum Median Maximum
Percent 

zero
Percent 
missing

Main form
sponsor_dfe_name String 0.0% 0%
form_plan_year_begin_date Date 0.0% 0%
form_tax_prd Date 0.0% 0%
benefit_code Categorical 0.0% 1%
filing_id Categorical 0.0% 0%
funding_arrangement_code Categorical 0.0% 1%
opr_ein Categorical 0.0% 0%
opr_pn Categorical 0.0% 0%
sch_a_attached_ind Categorical 0.0% 17%
sch_h_attached_ind Categorical 0.0% 89%
sch_i_attached_ind Categorical 0.0% 93%
spons_dfe_ein Categorical 0.0% 0%
type_plan_filing_ind Categorical 0.0% 89%
type_welfare_bnft_code Categorical 0.0% 0%
welfare_benefit_plan_ind Categorical 0.0% 0%
benef_rcvg_bnft_cnt Continuous 0 0 70,535,232        98.9% 0%
num_sch_a_attached_cnt Continuous 0 2 805                  26.1% 0%
rtd_sep_partcp_rcvg_cnt Continuous 0 0 52,222,262        54.3% 0%
subtl_act_rtd_sep_cnt Continuous 0 239 38,240,307        4.0% 0%
tot_act_rtd_sep_benef_cnt Continuous 0 0 88,210,307        81.4% 0%
tot_active_partcp_cnt Continuous 0 229 31,410,361        5.2% 0%
tot_partcp_boy_cnt Continuous 0 244 82,555,258        2.3% 0%

Source: Form 5500 filings.
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Table 28: Patterns of Missing Data in Schedules A, H, and I of Form 5500 

 
 
Table 29 shows the fraction of plans that are matched from one year to the next. In 
order to measure consistency in the reporting of the number of participants, the 
average number of participants in these matched plans is compared. Table 29 shows 
that there is little year-over-year variation in the distribution of average number of 
participants. 
 

Data type Minimum Median Maximum
Percent 

zero
Percent 
missing

Schedule A
filing_id Categorical 0.0% 0%
wlfr_type_bnft_ind Categorical 0.0% 0%
ins_carrier_name String 0%
wlfr_type_bnft_oth_text String 0%
ins_broker_comm_tot_amt Continuous -52,225,080 2,551 200,000,000,000 30.1% 0%
ins_broker_fees_tot_amt Continuous -7,636,923 0 47,702,243 83.2% 0%
ins_prsn_covered_eoy_cnt Continuous 0 195 9,410,414 3.0% 0%
wlfr_incurred_claim_amt Continuous -4,494,722 0 1,119,517,777 89.7% 0%
wlfr_tot_charges_paid_amt Continuous -18,423,904 62,140 887,691,107 14.9% 0%
wlfr_tot_earned_prem_amt Continuous -29,560,584 0 572,542,759 88.5% 0%

Schedule H
filing_id Categorical 0.0% 0%
distrib_drt_partcp_amt Continuous 0 1,230,785 42,299,128,111 28.4% 0%
emplr_contrib_income_amt Continuous -350,134,654 2,700,000 3,212,536,000 18.5% 0%
ins_carrier_bnfts_amt Continuous 0 269,707 245,360,410,110 32.4% 0%
non_cash_contrib_bs_amt Continuous 0 0 19,544,000 99.8% 0%
oth_bnft_payment_amt Continuous 0 0 534,698,927 82.4% 0%
oth_contrib_rcvd_amt Continuous -1,816,694 0 862,309,630 88.5% 0%
participant_contrib_amt Continuous -203 296,047 1,271,240,155 25.7% 0%
tot_admin_expenses_amt Continuous 0 205,983 774,431,101,411 17.8% 0%
tot_contrib_amt Continuous -350,134,654 3,497,702 4,054,352,040 14.0% 0%
tot_distrib_bnft_amt Continuous 0 3,313,052 5,410,580,000 12.8% 0%
tot_expenses_amt Continuous -145,854,561 3,484,044 5,660,074,000 12.8% 0%

Schedule I
filing_id Categorical 0.0% 0%
small_corrective_distrib_amt Continuous 0 0 850,469 99.0% 0%
small_dm_dstrb_ptcp_ln_a Continuous 0 0 151,667 99.8% 0%
small_emplr_contrib_income_amt Continuous -89,418 12,264 34,602,980 43.3% 0%
small_non_cash_contrib_bs_amt Continuous -8,975 0 146,245 99.8% 0%
small_oth_contrib_rcvd_amt Continuous -1,166 0 2,350,817 94.4% 0%
small_oth_expenses_amt Continuous 0 986 4,297,303 41.1% 0%
small_other_income_amt Continuous -7,199,421 0 11,956,901 65.0% 0%
small_partic ipant_contrib_amt Continuous -36,160 0 4,624,114 52.5% 0%
small_tot_distrib_bnft_amt Continuous 0 30,943 144,500,210,204 21.7% 0%
small_tot_expenses_amt Continuous -1,184 46,824 32,060,151 12.5% 0%
small_tot_income_amt Continuous -5,220,003 0 618,774,027 12.1% 0%

Source: Form 5500 filings.
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Table 29: Distribution of Average Participants in Plans Matched across Years  

 
 

Validation of Participant Counts 

While the data quality is not perfect, the large majority of Form 5500 filings 
appeared internally consistent. Two charts which attempt to validate the reported 
number of plan participants for 2008 are presented. Figure 1 shows the reported 
numbers of participants in 2007 and 2008 of plans that were observed in both years. 
Note that the axes are expressed in logarithmic scales. Each dot represents a plan. 
As expected, the large majority of plans cluster around the 45-degree line, indicating 
that the number of participants did not change much between 2007 and 2008. 
However, some outliers are present. 
 

Plan 
year

Number of 
plans

in year t

Fraction 
matched to a 

plan in t-1

Avg. 
participants 

p25

Avg. 
participants 

p50

Avg. 
participants 

p75
2000 40,739
2001 43,503 73.6% 160 300 775
2002 45,092 77.4% 154 286 733
2003 44,382 83.4% 149 273 696
2004 43,777 84.1% 152 278 699
2005 44,571 83.7% 154 280 696
2006 45,693 84.0% 153 277 689
2007 45,909 84.9% 156 280 689
2008 41,371 86.6% 158 284 713

Source:  Form 5500 filings.
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Figure 1. Reported Number of Plan Participants in 2007 and 2008 

 
 
Similarly, Figure 2 compares the number of employees of the plan sponsor (from 
Capital IQ data) and the number of plan participants (from Form 5500 data) in 2008. 
Each dot represents a health plan that could be matched with Capital IQ data. Note 
that the axes again are in logarithmic scales. The vast majority of plans cluster 
around the 45-degree line, suggesting proximate consistency between the Capital IQ 
employee count and the Form 5500 participant count. Most plans are below the 45-
degree line, which is consistent with the fact that not all employees are necessarily 
covered by health benefits. A small fraction of plan sponsors filed a separate Form 
5500 for each of their health plans, including for plans covering only a small portion 
of their workforce. This may explain some of the outliers below the 45-degree line. 
Outliers above the 45-degree line remain unexplained. 
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Figure 2 . Number of Plan Sponsor Employees per Capital IQ and  
Number of Plan Participants per Form 5500 (2008) 
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TECHNICAL APPENDIX 

The definitions of funding arrangement rely upon the fields of Form 5500 and its 
Schedules, as outlined in Table 30. 
 

Table 30: Data Fields Used to Determine Plan Funding Type 

Field Name Denotes Source 
FUNDING_ARRANGEMEN
T_CODE 

The ‘‘funding arrangement’’ is the method for the 
receipt, holding, investment, and transmittal of 
plan assets prior to the time the plan actually 
provides benefits. 
Plan funding arrangement (check all that apply) 
1 = Insurance, 2 = Section 412(i) insurance 
contracts, 3 = Trust, 4 = General assets 

Form 5500, 
Q.9a 

BENEFIT_CODE The ‘‘benefit arrangement’’ is the method by 
which the plan provides benefits to participants. 
Plan Benefit Arrangement (check all that apply) 
1 = Insurance, 2 = Section 412(i) insurance 
contracts, 3 = Trust, 4 = General assets of the 
sponsor 

Form 5500, 
Q.9b 

TOT_PARTCP_BOY_CNT Total number of participants at the beginning of 
the plan year 

Form 5500, 
Q 6 

SUBTL_ACT_RTD_SEP_
CNT 

Number of participants at the end of the plan year 
who are active, retired, separated, or 
retired/separated and entitled to future benefits 

Form 5500, 
Q 7d 

BENEF_RCVG_BNFT_CN
T 

Deceased participants whose beneficiaries are 
receiving or are entitled to receive benefits 

Form 5500, 
Q 7e 

TOT_ACT_RTD_SEP_BE
NEF_CNT 

Number of participants as of the end of the plan 
year 

Form 5500, 
Q 7f 

WLFR_TYPE_BNFT_IND Type of benefit and contract types. A=health, 
J=HMO, K=PPO, L=indemnity, also other codes 
for stop-loss, dental, vision, life, disability, etc. 
More than one may be ticked. 

Schedule A, 
Q.8 

INS_PRSN_COVERED_E
OY_CNT 

Approximate number of persons covered at the 
end of the plan year 

Schedule A, 
Q.1e 

 
Plans are self-insured under our definition if any of the following holds: 
 

• FUNDING_ARRANGEMENT_CODE and BENEFIT_CODE equal 3 (trust) or 4 
(general assets) or 34; or 

• FUNDING_ARRANGEMENT_CODE or BENEFIT_CODE includes a 3 or 4 
(possibly along with a 1 or 2) and none of the insurance contracts in 
Schedules A is for medical expenses (A=health, J=HMO, K=PPO, 
L=indemnity). 

 
For the purposes of our analysis, plans are at least partially insured if they are not 
self-insured and the following conditions both hold: 
 



Technical Appendix 52 

 

• FUNDING_ARRANGEMENT_CODE and BENEFIT_CODE are neither 1 
(insurance) nor 2 (Section 412i insurance) nor 12; and 

• The total number of persons covered in health insurance contracts in 
Schedules A is less than 50% of the number of plan participants listed on the 
main Form. 

 
It should be noted that the calculation of the fraction of participants who are covered 
by an insurance contract is subject to comparability issues. Specifically: 
 

• Schedule A asks about the number of “persons” who are covered by the 
insurance contract, whereas the main Form asks about the number of 
“participants” in the plan.36 The instructions do not specify whether or how 
these two concepts differ. There are many cases in which it appears that the 
filer had interpreted the concepts identically, but also many cases in which 
the number of persons covered by a contract exceeded the number of 
participants, suggesting that they included dependents.37 

• In some cases, a plan sponsor filed a Schedule A with a health insurance 
contract, but with zero persons covered by that contract 
(INS_PRSN_COVERED_EOY_CNT=0). It appeared that such filings had typically left 
the number of persons covered blank rather than zero. It was assumed for 
the purpose of the analysis that in such cases the majority of participants 
were covered by an external insurance contract, so that these plans were 
classified as fully insured. 

• For welfare plans with benefits other than health only, the number of plan 
participants may be greater than the number of participants in the health 
portion of the welfare plan. For example, employees may automatically be 
covered by a company’s disability insurance plan, but not all employees opt 
into its health plan. 

 
In light of these data limitations, it appears that the 50% threshold in the definition 
is conservative in capturing mixed-funding. That is, some companies that externally 
insure the health benefits of only a subset of their employees may be classified as 
fully insured in our analysis. 
 
 

                                           
 
36 The number of persons covered in Schedule A is measured at the end of the plan 
year. The end-of-year participant count was used. A limited amount of data cleaning 
was required to calculate this number. The number should be on line 7f, but some 
filers left 7f blank and reported the total line 7d. The difference between 7f and 7d is 
7e, which is not a required field for welfare plans. If 7f was zero (signaling a blank 
entry), we used 7d+7e. If this number was also zero (blank), the number of 
participants at the beginning of the year (line 6) was used as a proxy. 
37 Either situation is consistent with the Form’s instructions and does not flag data 
quality issues. Instead, due to the Form’s design, it provides incomplete support to 
unambiguously identify the funding mechanism of plans’ health benefit components. 
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DISCLAIMER 

The views, opinions, and/or findings contained in this report are those of the authors 
and should not be construed as an official Government position, policy or decision, 
unless so designated by other documentation issued by the appropriate 
governmental authority. 
 
Work for this report was performed in accordance with the Statement on Standards 
for Consulting Services issued by the American Institute of Certified Public 
Accountants (AICPA). Our services were provided under contract DOLB109330993 
from the U.S. Department of Labor. 
 
We call your attention to the possibility that other professionals may perform 
procedures concerning the same information or data and reach different findings 
than Deloitte Financial Advisory Services LLP (Deloitte FAS) and Advanced Analytical 
Consulting Group, Inc. (AACG) for a variety of reasons, including the possibilities 
that additional or different information or data might be provided to them that was 
not provided to Deloitte FAS and AACG, that they might perform different procedures 
than did Deloitte FAS and AACG, or that professional judgments concerning complex, 
unusual, or poorly documented matters may differ. 
 
This document contains general information only. Deloitte FAS and AACG are not, by 
means of this document, rendering business, financial, investment, or other 
professional advice or services. This document is not a substitute for such 
professional advice or services, nor should it be used as a basis for any decision or 
action. Before making any decision or taking any action, a qualified professional 
advisor should be consulted. Deloitte FAS, its affiliates, or related entities and AACG 
shall not be responsible for any loss sustained by any person who relies on this 
publication. 
 
 


