
Carrier Premium Credits: What Do Employers Do with Them? 

Similar to the auto insurance refunds issued to customers due to a decline in accident claims 
during COVID-19, many insurance carriers are now offering premium credits for group dental, 
vision, and medical premiums as well.  Employers receiving these credits are wondering how to 
properly handle them. 

Among other carriers, at the end of May, Blue Cross Blue Shield of Michigan announced that it 
would issue over $100 million dollars in refunds to participants as a result of fewer claims being 
paid out during the pandemic.  This is likely because many hospitals have canceled or postponed 
all elective procedures in order to accommodate the influx of COVID-19 patients. 

Upon receipt, what are employers to do with these premium credits? 

The Department of Labor (“DOL”) has not released specific guidance regarding how these 
premium credits should be utilized.  Until then, the credits should be handled similarly to 
Medical Loss Ratio (“MLR”) rebates. 

If 100% of the premium for employees and their dependents is paid by the employer, the 
employer can keep the credit.  The credits can then be used for any business purpose. 

However, in the more likely scenario that any part of the premium includes employee 
contributions, the credits may be considered plan assets.  The mishandling of plan assets is a 
prohibited transaction under ERISA.  The employer would therefore be required to provide plan 
participants with a cash distribution, a reduction in future premium contributions, or an 
enhanced benefit offering.  

When treating these credits as MLR rebates, it is necessary to determine what portion of the 
credit is considered plan assets.  In general, the percentage of employee contributions to the 
monthly premium cost should be treated as plan assets. 

Employers should check their plan documents to see if the handling of carrier rebates or credits 
is addressed.

Further guidance from the Department of Labor regarding rebates for group health plans paid 
pursuant to the MLR requirements can be found here:
https://www.dol.gov/agencies/ebsa/employers-and-advisers/guidance/technical-releases/11-04.

https://www.dol.gov/agencies/ebsa/employers-and-advisers/guidance/technical-releases/11-04



