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the value associated with that deduct-
ible is the deductible factor. The de-
ductible factor for an average weighted 
deductible between the values shown in 
Table 2 is determined by linear inter-
polation. 

(i) The per person deductible for a 
policy that covers a subscriber and the 
subscriber’s dependents shall be the 
lesser of: the deductible applicable to 
each of the individual family members; 
or the overall family deductible for the 
subscriber and subscriber’s family di-
vided by two (regardless of the total 
number of individuals covered through 
the subscriber). 

(ii) The average deductible for an ag-
gregation is calculated weighted by the 
life-years of experience for each de-
ductible level of policies included in 
the aggregation. 

(2) An issuer may choose to use a de-
ductible factor of 1.0 in lieu of calcu-
lating a deductible factor based on the 
average of policies included in the ag-
gregation. 

TABLE 2 TO § 158.232: DEDUCTIBLE FACTOR 

Health plan deductible Deductible 
factor 

<$2,500 .......................................................... 1.000 
$2,500 ............................................................ 1.164 
$5,000 ............................................................ 1.402 
≥$10,000 ........................................................ 1.736 

(d) No credibility adjustment. Begin-
ning with the 2013 MLR reporting year, 
the credibility adjustment for an MLR 
based on partially credible experience 
is zero if both of the following condi-
tions are met: 

(1) Each year in the aggregation in-
cluded experience of at least 1,000 life- 
years; and 

(2) The issuer’s preliminary MLR, as 
defined under paragraph (f) of this sec-
tion, for each year in the aggregation 
was below the applicable MLR stand-
ard, as established under §§ 158.210 and 
158.211. 

(e) No credibility adjustment. Begin-
ning with the 2015 MLR reporting year 
for the student market only, the credi-
bility adjustment for an MLR based on 
partially credible experience is zero if 
both of the following conditions are 
met: 

(1) Each year in the aggregation in-
cluded experience of at least 1,000 life- 
years; and 

(2) The issuer’s preliminary MLR, as 
defined under paragraph (f) of this sec-
tion, for each year in the aggregation 
was below the applicable MLR stand-
ard, as established under §§ 158.210 and 
158.211. 

(f) Preliminary MLR. Preliminary 
MLR means the ratio of the numer-
ator, as defined in § 158.221(b) and cal-
culated as of March 31st of the year fol-
lowing the year for which the MLR re-
port required in § 158.110 is being sub-
mitted, to the denominator, as defined 
in § 158.221(c), calculated using only a 
single year of experience, and without 
applying any credibility adjustment. 

[75 FR 74921, Dec. 1, 2010, as amended at 75 
FR 82279, Dec. 30, 2010; 77 FR 16469, Mar. 21, 
2012; 77 FR 28790, May 16, 2012; 78 FR 15540, 
Mar. 11, 2013; 78 FR 66655, Nov. 6, 2013; 81 FR 
94183, Dec. 22, 2016] 

§ 158.240 Rebating premium if the ap-
plicable medical loss ratio standard 
is not met. 

(a) General requirement. For each 
MLR reporting year, an issuer must 
provide a rebate to each enrollee if the 
issuer’s MLR does not meet or exceed 
the minimum percentage required by 
§§ 158.210 and 158.211 of this subpart. 

(b) Definition of enrollee for purposes of 
rebate. For the sole purpose of deter-
mining whom is entitled to receive a 
rebate pursuant to this part, the term 
‘‘enrollee’’ means the subscriber, pol-
icyholder, and/or government entity 
that paid the premium for health care 
coverage received by an individual dur-
ing the respective MLR reporting year. 

(c) Amount of rebate to each enrollee. 
(1) For each MLR reporting year, an 
issuer must rebate to the enrollee, sub-
ject to paragraph (d) of this section, 
the total amount of premium revenue, 
as defined in § 158.130, received by the 
issuer from the enrollee, after sub-
tracting Federal and State taxes and 
licensing and regulatory fees as pro-
vided in §§ 158.161(a) and 158.162(a)(1) 
and (b)(1), and after accounting for 
payments or receipts for risk adjust-
ment, risk corridors, and reinsurance 
as provided in § 158.130(b)(5), multiplied 
by the difference between the MLR re-
quired by § 158.210 or § 158.211, and the 
issuer’s MLR as calculated under 
§ 158.221. 
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(2) For example, an issuer must re-
bate a pro rata portion of premium rev-
enue if it does not meet an 80 percent 
MLR for the individual market in a 
State that has not set a higher MLR. If 
an issuer has a 75 percent MLR for the 
coverage it offers in the individual 
market in a State that has not set a 
higher MLR, the issuer must rebate 5 
percent of the premium paid by or on 
behalf of the enrollee for the MLR re-
porting year after subtracting a pro 
rata portion of taxes and fees and ac-
counting for payments or receipts re-
lated to the reinsurance, risk adjust-
ment and risk corridors programs (cal-
culated using an adjustment percent-
age, as described in § 153.500 of this sub-
chapter, equal to zero percent). If the 
issuer’s total earned premium for the 
MLR reporting year in the individual 
market in the State is $200,000, the 
issuer received transitional reinsur-
ance payments of $2,500, and made net 
payments related to risk adjustment 
and risk corridors of $20,000 (calculated 
using an adjustment percentage, as de-
scribed in § 153.500 of this subchapter, 
equal to zero percent), the issuer’s 
gross earned premium in the individual 
market in the State would be $200,000 
plus $2,500 minus $20,000, for a total of 
$182,500. If the issuer’s Federal and 
State taxes and licensing and regu-
latory fees, including reinsurance con-
tributions, that may be excluded from 
premium revenue as described in 
§§ 158.161(a), 158.162(a)(1) and 
158.162(b)(1), allocated to the individual 
market in the State are $15,000, and the 
net payments related to risk adjust-
ment and risk corridors, reduced by re-
insurance receipts, that must be ac-
counted for in premium revenue as de-
scribed in §§ 158.130(b)(5), 158.221, and 
158.240, are $17,500 ($20,000 reduced by 
$2,500), then the issuer would subtract 
$15,000 and add $17,500 to gross premium 
revenue of $182,500, for a base of $185,000 
in premium. The issuer would owe re-
bates of 5 percent of $185,000, or $9,250 
in the individual market in the State. 
In this example, if an enrollee of the 
issuer in the individual market in the 
State paid $2,000 in premiums for the 
MLR reporting year, or 1/100 of the 
issuer’s total premium in that State 
market, then the enrollee would be en-

titled to 1/100 of the total rebates owed 
by the issuer, or $92.50. 

(d) Limitation on total rebate payable 
for each year in the aggregation. For any 
State and market, an issuer may elect 
to limit the amount of rebate payable 
for the MLR reporting year to the 
issuer’s total outstanding rebate liabil-
ity with respect to all years included in 
the aggregation. If an issuer elects this 
option, the outstanding rebate liability 
with respect to a specific year in the 
aggregation must be calculated by 
multiplying the denominator with re-
spect to that year, as defined in 
§ 158.221(c), by the difference between 
the MLR required by § 158.210 or 
§ 158.211 for the MLR reporting year, 
and the sum of the issuer’s preliminary 
MLR for that year, as defined under 
§ 158.232(f), and the credibility adjust-
ment applicable to the current MLR re-
porting year. The outstanding rebate 
liability with respect to a specific year 
must be reduced by any rebate pay-
ments applied against it in prior MLR 
reporting years. A rebate paid for an 
MLR reporting year must be applied 
first to reduce the outstanding rebate 
liability with respect to the earliest 
year in the aggregation. 

(e) Timing of rebate. For each of the 
2011, 2012, and 2013 MLR reporting 
years, an issuer must provide any re-
bate owing to an enrollee no later than 
August 1 following the end of the MLR 
reporting year. Beginning with the 2014 
MLR reporting year, an issuer must 
provide any rebate owing to an enrollee 
no later than September 30 following 
the end of the MLR reporting year. 

(f) Late payment interest. An issuer 
that fails to pay any rebate owing to 
an enrollee or subscriber in accordance 
with paragraph (e) of this section or to 
take other required action within the 
time periods set forth in this part 
must, in addition to providing the re-
quired rebate to the enrollee, pay the 
enrollee interest at the current Federal 
Reserve Board lending rate or ten per-
cent annually, whichever is higher, on 
the total amount of the rebate, accru-
ing from the date payment was due 
under paragraph (e) of this section. 

(g) Rebate prepayment and safe harbor. 
An issuer may choose to pay a portion 
or all of its estimated rebate amount 
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for a given MLR reporting year to en-
rollees in any form specified in § 158.241 
prior to the rebate payment deadlines 
set forth in §§ 158.240(e) and 158.241(a)(2) 
and in advance of submitting the MLR 
report required in § 158.110 to the Sec-
retary. Issuers that choose to prepay a 
portion or all of their rebates must do 
so for all eligible enrollees in a given 
state and market in a non-discrimina-
tory manner, and consistently with 
State law or other applicable state au-
thority. If, after submitting the MLR 
report required in § 158.110, an issuer 
determines that its rebate prepayment 
amount in a given state and market is 
at least 95 percent, but less than 100 
percent, of the total rebate amount 
owed for the applicable MLR reporting 
year to enrollees in that state and mar-
ket, the issuer may, without penalty or 
late payment interest under paragraph 
(f) of this section, provide the remain-
ing rebate amount to those enrollees 
no later than the rebate deadlines in 
§§ 158.240(e) and 158.241(a)(2) applicable 
to the following MLR reporting year. If 
the total rebate owed to an enrollee for 
the MLR reporting year is above the de 
minimis threshold established in 
§ 158.243(a), the issuer cannot treat the 
remaining rebate owed to an enrollee 
after prepayment as de minimis, even if 
the remaining rebate is below the de 
minimis threshold. 

[75 FR 74921, Dec. 1, 2010, as amended at 78 
FR 15540, Mar. 11, 2013; 79 FR 13842, Mar. 11, 
2014; 81 FR 94183, Dec. 22, 2016; 86 FR 24294, 
May 5, 2021] 

§ 158.241 Form of rebate. 
(a) Current enrollees. (1) An issuer 

may choose to provide any rebates 
owing to current enrollees in the form 
of a premium credit, lump-sum check, 
or, if an enrollee paid the premium 
using a credit card or direct debit, by 
lump-sum reimbursement to the ac-
count used to pay the premium. 

(2) For each of the 2011, 2012, and 2013 
MLR reporting years, any rebate pro-
vided in the form of a premium credit 
must be provided by applying the full 
amount due to the first month’s pre-
mium that is due on or after August 1 
following the MLR reporting year. If 
the amount of the rebate exceeds the 
premium due for August, then any 
overage shall be applied to succeeding 

premium payments until the full 
amount of the rebate has been credited. 
Beginning with the 2014 MLR reporting 
year, any rebate provided in the form 
of a premium credit must be provided 
by applying the full amount due to the 
first month’s premium that is due on 
or after September 30 following the 
MLR reporting year. If the amount of 
the rebate exceeds the premium due for 
October, then any overage shall be ap-
plied to succeeding premium payments 
until the full amount of the rebate has 
been credited. Beginning with rebates 
due for the 2020 MLR reporting year, 
any rebate provided in the form of a 
premium credit must be provided by 
applying the full amount due to the 
monthly premium that is due no later 
than October 30 following the MLR re-
porting year. If the amount of the re-
bate exceeds the monthly premium, 
then any overage shall be applied to 
succeeding premium payments until 
the full amount of the rebate has been 
credited. 

(b) Former enrollees in the individual 
market. Rebates owing to former enroll-
ees in the individual market must be 
paid in the form of lump-sum check or 
lump-sum reimbursement using the 
same method that was used for pay-
ment, such as credit card or direct 
debit. 

[75 FR 74921, Dec. 1, 2010, as amended at 76 
FR 76593, Dec. 7, 2011; 78 FR 15540, Mar. 11, 
2013; 86 FR 24295, May 5, 2021] 

§ 158.242 Recipients of rebates. 

(a) Individual market. An issuer must 
meet its obligation to provide any re-
bate due to an enrollee in the indi-
vidual market by providing it to the 
enrollee. For individual policies that 
cover more than one person, one lump- 
sum rebate may be provided to the sub-
scriber on behalf of all enrollees cov-
ered by the policy. 

(b) Large group and small group mar-
kets. Except as provided in paragraphs 
(b)(3) and (4) of this section, an issuer 
must meet its obligation to provide 
any rebate to persons covered under a 
group health plan by providing it to 
the policyholder. 

(1) In the case of a policyholder that 
is a non-Federal governmental group 
health plan, the policyholder must use 
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