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JUST GOT A CARRIER REBATE CHECK: NOW WHAT?
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The COVID-19 pandemic has caused a lot of change in our day-to-day lives. Many businesses in the U.S. 
have temporarily closed and most of the country is sheltering-in-place. Employees are working from home 
and kids are “attending” school online. During this challenging time, insurers are coming up with ways to 
‘give back’ and ease the financial burden for policy holders.

Since people are driving much less, auto insurance companies have begun rebating portions of premiums 
to consumers. Similarly, due to both social distancing measures and government mandates, individuals 
have had to forgo elective procedures, including routine and outpatient care that would have otherwise 
resulted in claims to insurers. Therefore, the COVID-19 crisis has resulted in a substantial reduction in claims. 
This trend will likely lead other insurance carriers, such as dental and vision carriers to issue refunds.

Any refunds that an employer receives from dental and vision carriers (or other ancillary carriers) are subject 
to the same rules as annual Medical Loss Ratio (MLR) rebates. It’s critical to remember that this money may 
be considered a plan asset and subject to the exclusive benefit rule. The rule requires that plan assets be 
used exclusively for the benefit of the participants and their beneficiaries. The plan sponsor (employer) 
will have to exercise their discretion in determining how to allocate rebate payments. Allocation options 
include using the funds to provide an enhanced benefit to plan participants or to fund a premium holiday. 
The simplest option may be to provide each participant with a check for his/her pro rata share of the 
rebate. There is generally a 90-day time frame for issuing the rebates to employees. 

An alternative to the arduous process of determining the amount due to each plan participant is to put a 
Wrap Plan Document in place that specifies how any rebate money will be treated. Language in the Wrap 
Plan Document could allow the plan sponsor to simply keep the entire rebate. However, if employers 
prefer to share the funds with plan participants, they are free to allocate the money as they wish, without 
the constraints of ERISA. One important point to remember, this doesn’t work for employee-pay-all plans 
as employer contributions have to equal or exceed the value of the rebate.

Given the substantial burden of the crisis on employers, they will want to ensure this language is included 
in their Wrap Plan Documents. If you have an MZQ Wrap Plan Document, this language is included. Wrap 
Plan Documents are a pillar of compliance for employers. The easing of administrative burdens for already 
overwhelmed employers is yet another way the crisis is highlighting the importance of having a Wrap Plan 
Document in place.

MZQ Consulting, LLC is not a law firm and cannot dispense legal advice.  Anything contained in this communication is not and should not be construed 
as legal advice.  If you need legal advice, please contact your legal counsel.


