Frequently Asked Questions About the SSSG and MLR Processes

1.  What is a community-rated carrier?
A community-rated carrier is a health insurance plan that sets premiums prospectively based upon the experience of the community and the specific group.  Community-rated carriers include prospectively experience-rated groups.  There are three types of community-rated carriers, traditional community-rating (TCR), community-rating by class (CRC) and adjusted community-rating (ACR).  TCR bases the rates for each group on an underlying community-wide capitation (per member per month).  CRC allows rate adjustments based on the age/sex distribution of each group.  ACR allows the use of the experience of the particular group.

2. What is a Similarly-sized Subscriber Group (SSSG)?
An SSSG is a comprehensive medical plan employer group that has a subscriber enrollment base closest in size to the Federal Employees Health Benefits (FEHB) Program subscriber enrollment.  

3. How does OPM currently determine we are receiving a fair rate from FEHB carriers?
Currently, OPM requires all FEHB Program community-rated health insurance carriers to receive a rate at least as favorable as rates given to the carrier’s two largest SSSGs.  

4. Will the FEHB Program require new health insurance carriers entering the Program to be subject to SSSG rules or MLR rules?
Beginning in 2013, the FEHB Program will require community-rated carriers to meet an FEHB medical loss ratio (MLR) target.  However, this will not apply to TCR plans that must meet state-mandated TCR methodology requirements.  

5. What is a Medical Loss Ratio (MLR)?
The MLR is the percentage of premiums that a health insurance carrier spends on medical services or the ratio of how much of the premium the carrier spends on medical services.  The ratio is calculated by the following formula:  Claims /Premium 

6. What is the purpose of the MLR?
The purpose of the MLR is to replace the current SSSG methodology with a more modern and transparent calculation while still ensuring that the FEHB is receiving a fair rate. This will result in a more streamlined process for carriers and increased competition and plan choice for enrollees. The MLR regulation can be found here:
http://www.opm.gov/carrier/carrier_letters/2011/2011-15attachment1.pdf 

7. How does the MLR differ from similarly-sized subscriber groups (SSSG)?

Currently, the FEHB Program uses SSSGs to determine if community-rated carriers offer a fair and equitable rate.   The Program requires each carrier to select two SSSGs, which are other employer groups that meet specific factors and are closest in size to the Federal group.  The FEHB Program requires the carrier’s largest rate advantage (that it offers to either SSSG).  The carrier must apply the same discount to its Federal group rate.

Going forward, the FEHB Program will use the MLR method to determine whether community-rated carriers offer the FEHB Program a fair and equitable rate.  Carriers that follow a state-mandated TCR methodology will continue to follow SSSG rules. The MLR method requires carriers to report annually their specific FEHB claims and quality improvement costs. Carriers will compare that amount to the premium income the carrier received from the Federal group to determine their MLR percentage.  There is no requirement to provide FEHB identical discounts provided to other employers.

8. Is the FEHB MLR the same as the Affordable Care Act (ACA) mandated MLR?
No.  The FEHB MLR is a separate calculation from the ACA mandated MLR.
Some major differences are:

· The FEHB will base its MLR on FEHB experience only. The ACA MLR bases it on a carrier’s entire book of business.
· The FEHB MLR will set its target in its annual rate instructions. The ACA MLR sets its target for large groups at 85% in statute.


9. How will OPM determine premium rates for FEHB health insurance carriers using the new MLR?

The FEHB Program will require plans to build a rate for the FEHB in accordance with their documented community-rating methodology.  In addition, the Program will require plans to provide the Office of Actuaries and OIG full documentation.


10. What is the current FEHB target for the MLR?

The 2012 MLR pilot target is 89.0%.  We intend to set the FEHB MLR percentage for 2013 to be cost neutral to the current MLR received under the SSSG methodology.


11. Will OPM provide information concerning the FEHB MLR target for 2013?

In April or May of 2012, OPM will set the FEHB MLR target and credibility and completion adjustments for use in 2013.  OPM will provide details concerning the MLR calculation in the 2013 Rating Guidelines.  You can find information concerning the previous year’s guidelines at  http://www.opm.gov/carrier/carrier_letters/2011/2011-8attachment1.pdf.


12. What happens if a FEHB carrier does not meet the specific FEHB MLR target?

OPM will require the carrier to pay OPM a penalty.  The FEHB MLR penalty is equal to the difference between the plan's MLR and the target MLR multiplied by FEHB premium. 


13. Is the FEHB penalty calculated the same as the HHS MLR rebate?

No.  They are separate and different calculations.  Any HHS MLR rebate that plans pay should not be included in the FEHB MLR calculation.





14. The current MLR instructions state that the FEHB MLR Calculation Form is due by the end of April.  The HHS deadline for their “Blank” is the end of May.  Will OPM consider aligning the two deadlines?

The current deadline to submit the MLR Calculation Form is April 30, 2013.  However, OPM is considering aligning the two deadlines in the future.   We will notify all carriers of the exact deadline once determined.


15. Will the FEHB have a reconciliation process?

Yes.  In April or May of 2012 OPM will send all FEHB carriers the 2013 Rating Guidelines, which will include information on the reconciliation process. 


If you have additional questions, please contact OPM’s Office of the Actuaries at actuary@opm.gov or on (202) 606-0722.


