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• What does it mean to be “grandfathered”?
– How did a plan qualify?
– Six prohibited changes

• Worth it to retain grandfathered status?
– Cost/benefit analysis

• Case Study: IUOE Local 339 Health and 
Welfare Fund

Agenda

H21-2



• Group health plans in existence on 
March 23, 2010

• Determined on a benefit package basis
• Ongoing notice requirement in all plan materials 

describing benefits

What Does It Mean to Be “Grandfathered”?
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A grandfathered plan loses its grandfathered status 
immediately upon the effective date of any of the following 
changes:
1. Increase in coinsurance,
2. Increase in deductible or out-of-pocket maximum beyond 

maximum percentage increase,
3. Increase in copay beyond maximum percentage increase,
4. Decrease in employer contribution by more than 5%,
5. Eliminating all or substantially all benefits to treat a condition, or
6. Adding or reducing an annual or lifetime dollar limit

Six Prohibited Changes
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• Any increase in coinsurance will trigger a loss of 
grandfather status

Increase in Coinsurance
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• “Fixed dollar” cost-sharing is copays, deductibles
and out-of-pocket maximums

• An increase of fixed dollar cost-sharing beyond
the “maximum percentage increase” will trigger
a loss of grandfathered status

• The “maximum percentage increase” depends
on whether the cost-sharing is copays or
deductibles and out-of-pocket maximums

Increase in “Fixed Dollar” Cost-sharing
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Deductibles and out-of-pocket maximums
• Maximum percentage increase = The greater of:

– Medical inflation + 15%, or
– The premium adjustment percentage – 1 + 15%

Copays
• Maximum percentage increase = The greater of:

– Medical inflation + 15%, 
– The premium adjustment percentage – 1 + 15%, or
– $5 + medical inflation

Increase in “Fixed Dollar” Cost-sharing
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• General rule: If the employer contribution rate 
decreases by more than 5%, the plan loses 
grandfathered status

• However, if participants have a fixed dollar 
contribution or no contribution, the plan will not 
lose grandfathered status if the employer rate 
decreases provided the participants’ rate does 
not increase

Decrease in Employer Contribution
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• Eliminating all or substantially all benefits to 
diagnose or treat a condition will trigger a loss 
of grandfathered status

• Facts and circumstances determination

Eliminating Benefits
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• Adding or reducing annual or lifetime dollar limit 
beyond those in place March 23, 2010 will 
trigger a loss of grandfathered status

• That said, ACA generally prohibits annual and 
lifetime limits, so not typically a consideration 
any more

Adding or Reducing an 
Annual or Lifetime Dollar Limit
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• $100/day/affected individual self-reporting excise tax 
under the Internal Revenue Code for failing to comply 
with ACA mandates
– Capped at $500,000 per year for unintentional failures

• $171/day penalty for failing to provide DOL a requested 
document upon request
– Capped at $1,713 per request

• DOL can also bring civil action to enforce compliance

Penalties
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• Benefit: Exempt from certain ACA mandates*
– Preventive care
– Enhanced claims and appeals
– External review*
– Limit on out-of-pocket maximum
– Provider nondiscrimination
– Coverage for certain costs related to clinical trials
– Transparency in coverage*

Is It Worth It to Retain Grandfathered Status?

*Somewhat diminished by the Consolidated Appropriations Act
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• The Consolidated Appropriations Act applied certain 
ACA mandates to grandfathered plans
– Pediatrician or OB/GYN primary care provider
– No prior authorization on emergency services 
– Out-of-network emergency services (and other No Surprises 

Act services) paid at in-network rates
– External review for No Surprises Act claims
– Some transparency provisions are similar enough to CAA 

provisions that grandfathered plans may have to comply

Impact of CAA
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• Cost: Constraints on how to address increasing 
plan costs
– But, not all changes are prohibited. Trustees still have 

options available.

Is It Worth It to Retain Grandfathered Status?

• Change PPO networks
• Change from insured to 

self-funded (or vice versa)
• Change TPAs
• Add new groups?
• Change PBMs

• Move drugs between tiers of 
formulary

• Change eligibility?
• Consolidate benefit classes?

H21-14



• Benefit: More flexibility to rein in high-cost 
drivers (e.g., specialty drugs), address 
decreasing reserves and other increases in costs

• Cost: Increased costs due to ACA mandates
– But, are the costs as high as an initially thought? 
– Creative solutions to offset some increased costs

Time to Relinquish Grandfathered Status?
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• IUOE Local 339 Health and Welfare Fund
– Why did the Trustees initially decide to stay 

grandfathered?
– Why do the Trustees to continue to stay 

grandfathered?
– Is the Plan serving the needs of the Participants?
– What trade offs have the Trustees made to remain 

grandfathered?
– What administrative issues has the Plan encountered?

Case Study
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Key Takeaways Session 
Evaluation—
Scan this 
QR code.

Session 
eval QR 

code here

• There are a number of plan design 
changes a plan can make to save money 
and retain grandfathered status

• The impact of losing grandfathered status 
may be less than initially thought 

• If the savings resulting from benefit 
changes offset increased costs of ACA 
mandates, keeping grandfathered status 
may not be worth it
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