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Frequently Asked Questions

What is Medical Loss Ratio? When does an insurer need to issue a rebate?
Medical Loss Ratio (MLR) is the percent of premium an insurer spends on claims and expenses that 
improve health care quality. The MLR provision states that insurers and HMOs must provide an annual 
rebate to policyholders if their MLR for all policies sitused (issued) in a state is less than 85% in the large 
group market or 80% in the small group and individual markets. For the purpose of calculating MLR, 
most states define large group as 51 or more employees. These states define large group as 101 or 
more: CA, CO, NY, VT.

What is the purpose of the minimum MLR provision?
The minimum MLR provision is intended to ensure that a minimum percentage of premiums are used to 
pay claims, effectively limiting the amount available to insurers for administrative expenses and profits.

Who is eligible for rebates?
Rebates are paid only for insured plans (Guaranteed Cost and Shared Returns including Minimum  
Premium plans). Self-insured plans are not eligible for rebates. Rebates apply to group retiree plans such 
as Cigna Medicare Surround plans, but not to individual Medicare Supplement policies. 

How is MLR calculated?
In general terms, the formula for calculating MLR is: 

Claims + Expenses that Improve Health Care Quality 
Premiums – Taxes and Fees 

The full, detailed formula is more complicated and includes adjustments for the deduction of federal  
and state taxes, fees and certain other expenses. Rebates are not tied to a specific employer’s  
experience. Rebates will be determined by the MLR for a group or “cell” of insurance policies or  
HMO service agreements.
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How are cells determined?
A cell is determined by: 

 • The company issuing the coverage (CHLIC, CGLIC, HMO, etc.) 
 • The state in which the policy is sitused (issued) 
 • The segment (large group, small group or individual) 

The situs state may not be the state where a covered individual lives. For example, a Cigna customer 
in North Dakota could receive a rebate because his employer’s group policy was sitused in New York 
(assuming Cigna pays rebates for that cell in New York) while that customer’s neighbor would not receive 
a rebate because his employer’s group policy was sitused in Iowa (assuming Cigna does not pay rebates 
for that cell in Iowa).

What counts as expenses that improve health care quality in the rebate formula?
Common types of expenses that count as expenses that improve health care quality include amounts 
Cigna spends on: 

 • Case management, care coordination and disease management programs 
 • Hospital discharge planning designed to reduce hospital readmissions 
 • Activities to improve patient safety and reduce medical errors 
 • Health assessments and wellness coaching designed to manage a health  
  condition or achieve measurable health improvements

How is the MLR used to determine rebates different from the information used  
to determine renewal quotes and future premiums?
The MLR calculation used to determine rebates is based on the MLR for a group of policies in a segment 
in a state. Premiums are based on each group’s own claims experience. 

While Cigna attempts to set premiums that accurately reflect expected claims, in any given year  
random fluctuations in claims can lead to MLR rebates. That means it is possible that you could receive 
a rebate because the MLR for policies in your state was low and also see a premium increase at your 
next renewal based on your own claims experience.

How will rebate amounts in a cell be allocated among employers?
Rebate amounts will be based on the difference between a cell’s MLR and the required minimum  
MLR percentage. For large group policies which have an 85% standard, if the MLR in a cell is 82%,  
the 3% difference will result in a rebate equal to 3% of premiums (less the deduction of federal and  
state taxes and fees). For example, if an employer’s 2021 eligible premium was $1,000,000, that  
employer would receive a rebate of 3% of its premiums, or $30,000.

Does the rebate vary for an employer who has been with Cigna for a few months vs.  
the entire year?
Rebates are based on premiums paid in 2021, so an employer that paid premiums for a full year  
would pay more premiums and receive a larger rebate than an employer that paid premiums for only  
a few months.
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Are the MLR thresholds the same in all states?
The minimum MLR requirements are 85% for large group and 80% for small group and individual.  
Two states have adopted minimum MLR percentages that are higher than the required level: 

 • New York: 82% (rather than 80%) for individual and small group 
 • Massachusetts: 88% (rather than 80%) for individual and small group

Why might one employer receive a rebate when another employer in the same  
state does not?
Rebates are based on the experience of an insurance company in a segment in a state.  
One employer might receive a rebate while another would not for a variety of reasons: 

 • One carrier may pay a rebate in a state because their MLR was below the threshold while  
  another carrier does not pay a rebate because its MLR was above the threshold. 
 • For Cigna clients, one employer’s policy may have been issued by CHLIC while another was  
  issued by CGLIC or an HMO, and the two companies may have had different MLRs. 
 • One employer may be a small group and the other could be a large group, and different  
  MLR requirements apply. 
 • The employer’s policies may have been issued in different states even though each employer  
  has employees in the same state.

Rebate Notices

When will rebate notices be sent?
Rebate notices must be sent by September 30, 2022. Cigna plans to mail rebate notices in  
mid September.

Who must receive rebate notices?
The MLR regulations require that notices be sent to: 

 • Employers and employees in plans for which the employer is receiving a rebate 
 • Employees in the few situations where employees are receiving rebate checks directly from Cigna 
 • Individual policyholders who are receiving rebates 

The MLR regulations no longer require that rebate notices be sent to employers and employees  
not eligible for rebates

Will rebate notices be sent to each employee in a group plan that qualifies for a rebate 
even if the rebate is paid to the employer?
Yes. For insured group health plans for which a rebate is due, rebate notices will be sent to all  
employees who had coverage for any period of time during 2021. This would include employees  
enrolled for part of the 2021 calendar year or former employees on COBRA during 2021. Employees  
who enrolled for the first time on January 1, 2022 or later will NOT receive a notice.

What information will be included in rebate notices?
HHS has provided notices that must be used by all insurance companies. The notices explain the  
MLR provision and inform employers and employees that they are eligible for a rebate. A sample  
notice is provided with this communication. You can review all the notices at 
http://cciio.cms.gov/resources/other/index.html#mlr.

http://cciio.cms.gov/resources/other/index.html#mlr
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Is it possible for someone to receive more than one rebate notice?
Yes. This could happen for a variety of reasons including an employer having multiple health plans,  
a mid-year change in plans, a change in the Cigna legal entity providing the coverage, a change in the 
state where the employer’s policy was issued, or an employee changing jobs and receiving notices from 
two different employers.

Rebate Checks

When will rebate checks be sent?
Rebate checks must be sent by September 30, 2022. Cigna plans to mail checks mid-September.

Will any additional information be included with the rebate checks?
The check stub will include a message explaining that the check is a rebate based on Cigna  
health insurance coverage for 2021. No additional information will be mailed with the check.

Can I receive my rebate as a credit against future premiums instead of receiving  
a rebate check?
Although premium credits are allowed under the law, Cigna is not able to administer this.  
Rebates will only be issued in the form of checks.

What options does an employer who receives a rebate have for using the rebate?
In general, employers are required to treat any portion of the rebate attributable to employee  
contributions as a plan asset and use it for the benefit of employees. Employers will need to determine 
what portion of the rebate to share with employees. In addition, employers will need to determine how  
to allocate rebates among current and former employees. 

Cigna will not be able to advise employers on these decisions. Employers will need to review their  
plan documents and consult with their legal counsel in making these decisions.

Are rebates taxable to individuals who receive them?
Rebates are taxable if premiums are paid with pre-tax dollars or the individual received tax advantages 
by deducting premiums paid in 2021 on their 2021 tax return. Whether a rebate is paid by check or used 
to reduce future premiums does not affect whether it is taxable. The following chart summarizes when 
federal income taxes and employment taxes (Social Security and Medicare) are due.
Will interest be paid on rebates?

Federal Income Taxes Due Employment Taxes Due

Group Plan – Premiums Paid  
with Pre-Tax Dollars Yes Yes

Group Plan – Premiums Paid  
with After-Tax Dollars
Employee was enrolled in 2021  
and deducted premiums on  
2021 tax return
Employee did not deduct  
premiums in 2021

Yes

No

Yes

No
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Interest will not be paid on the rebate checks issued by September 30, 2022. If there is a future rebate  
adjustment and an additional check is issued, interest would be paid.

What happens if a rebate check is not cashed?
If a rebate check is not cashed within 90 days, Cigna will follow up to confirm that the check was  
received. For all checks that remain outstanding/cashed, Cigna will perform the required due diligence 
letters and remittance to the states in compliance with the individual states unclaimed property laws.

“Cigna” and the “Tree of Life” logo are registered service marks, and “Together, all the way.” is a service mark, of Cigna Intellectual Property, Inc., 
licensed for use by Cigna Corporation and its operating subsidiaries. All products and services are provided by or through such operating subsidiaries, 
including Connecticut General Life Insurance Company and Cigna Health and Life Insurance Company, and not by Cigna Corporation. 
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