
UNDERSTANDING GROUP 
SELF-INSURANCE

WHAT IS A GROUP SELF-INSURED WORKERS’ COMPENSATION FUND?  
A group self-insured fund is a not-for-profit organization of employers formed for the specific purpose of providing 
statutory workers’ compensation and employers’ liability coverage. Employers that form a self-insured fund are  
typically small to medium-size companies that may not have the size or financial capacity to become a self-insurer on 
their own, but want to assume control over their workers’ compensation costs and enjoy the benefits of self-insurance.

HOW DO GROUP SELF-INSURED FUNDS WORK? 
Members of a self-insured fund pay a premium based on their exposures, classification codes, payroll, and experience 
modifications. Premiums are used to pay claims and administrative expenses of the fund such as loss control, legal, 
accounting, actuarial, and management costs. Any premium surpluses are returned to the group’s members in the form 
of lowered premiums, an increase in members’ equity or dividends. A self-insured fund also provides group purchasing 
power for specific excess insurance which provides protection against catastrophic occurrences.

WHAT IS SPECIFIC EXCESS INSURANCE? 
Insurance companies purchase insurance commonly known as reinsurance, or excess insurance, to protect against  
the financial drain of a catastrophic occurrence. Typically a fund will purchase excess insurance with a set self-insured 
retention (SIR), which is the amount of money the fund is responsible for if a workplace catastrophe occurs. Any 
amount above the SIR is covered by the excess carrier up to the limit of liability.  

HOW IS A GROUP SELF-INSURED FUND DIFFERENT FROM A STANDARD CARRIER? 
A group self-insured fund is a not-for-profit entity whereas a standard carrier is a for-profit entity.  
If a group self-insured fund has surplus premiums at the end of the year, the surplus may be returned to its members. 

WHAT ARE THE ADVANTAGES OF JOINING A GROUP SELF-INSURED FUND? 
	 •	Lower	premiums	because	no	profit	margin	is	added. 
	 •	Group	purchasing	power	for	excess	insurance. 
	 •	Potential	dividends	-	surplus	may	be	returned	to	members. 
	 •	High	quality	and	specialized	loss	control	programs	geared	toward	specific	members’	needs. 
	 •	Professional,	pro-active	claims	management	services.

ARE THERE ANY DISADVANTAGES OF JOINING A GROUP SELF-INSURED FUND? 
Yes. A self-insured fund’s members are jointly and severally liable for workers’ compensation and employers’ liability 
losses incurred by the membership. Just as the membership shares in any surplus, they also share any deficit from a 
given year. It is within the rights of a self-insured fund to assess its members at the end of a policy period for additional 
premiums to cover unforeseen claims or administrative costs. Also, because funds are regulated by the state and may 
only cover exposures within that state, employers with operations in more than one state must find alternate means to 
cover any of their out-of-state exposures. 
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