COMPLIANCE

BULLETIN

Deadline for Employers to Use MLR Rebates

Is Coming Up NIS

National Insurance Services

Employers with insured health plans may have received a medical loss ratio (MLR) rebate from their health insurance issuers
earlier this year. Issuers who did not meet the applicable MLR percentage for 2024 were required to provide rebates by Sept.
30, 2025. These rebates may have been in the form of a premium credit or a lump-sum payment.

Any portion of an MLR rebate that qualifies as a plan asset under the Employee Retirement Income Security Act (ERISA) must
be used for the exclusive benefit of the plan’s participants and beneficiaries. Employers can satisfy ERISA’s exclusive benefit
requirement by distributing the plan asset portion of the rebate to participants using a reasonable, fair and objective allocation
method. If distributing payments to participants is not feasible, the employer may use this portion of the rebate for other
permissible plan purposes, such as applying the rebate toward future participant premium payments or benefit enhancements.

To the extent a rebate qualifies as a plan asset, ERISA would generally require the amount to be held in trust. However,
employers can avoid the trust requirement by using any plan asset portion of the rebate within three months of its receipt.
Depending on when an employer received its MLR rebate, this three-month deadline may be approaching.

Key Points

¢ The Affordable Care Act requires health insurers to spend a minimum percentage of their premium dollars on medical care
and health care quality improvement.

e |Issues that do not meet the applicable MLR standard must provide rebates to consumers.
e Employers that receive MLR rebates must consider whether any portion of the rebate is a plan asset under ERISA.

e Plan assets must be used for the exclusive benefit of plan participants and beneficiaries.

Deadlines

Sept. 30, 2025 - Deadline for issuers who did not meet the applicable MLR percentage for 2024 to provide rebates.

Three Months After Receipt - Any rebate amount that qualifies as a plan asset under ERISA must be used within three
months of receiving it.

Action Steps

Employers that receive MLR rebates should consider their obligations under ERISA before using the rebate. Any portion of a
rebate that qualifies as a plan asset must be used for the exclusive purpose of the plan’s participants and beneficiaries.
Employers cannot retain any portion of a rebate that is a plan asset or use it for their own purposes. To avoid ERISA’s trust
requirement, the plan asset portion of an MLR rebate must be used within three months of the employer’s receipt. For
example, if an employer received its rebate on Sept. 30, 2025, the deadline for using the plan asset portion is Dec. 30, 2025.
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