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Seven (7) Ways to Lose Grandfathered Status

	“Grandfathered” Plans CAN’T:
	Rules

	Significantly Cut or Reduce Benefits
	Elimination of all (or substantially all) benefits to diagnose or treat a particular condition. 

Example: A plan cannot eliminate coverage for people with diabetes, cystic fibrosis or HIV/AIDS if they currently cover those conditions. 

	Raise Co-Insurance Charges
	Any increase in any percentage cost-sharing amount results in loss of grandfather status.

Example: If a plan requires a 20% participant coinsurance on 3/23/2010, plans cannot increase this percentage.

	Significantly Raise 
Co-Pay Charges
	Can increase co-pays by no more than the greater of $5 (adjusted annually for medical inflation) or a percentage equal to medical inflation plus 15%. 

Example: Assuming medical inflation is 4% and your co-pay for 2010 is $30: 4% plus 15% equals 19% in 2010, the co-pay cannot increase more than 19% or to a maximum of $35 in 2011. Beginning in 2012, only medical inflation is added, so assuming medical inflation is again 4%, then the 2012 percentage allowed is 23% (19% + 4%) above the 2010 co-pay for a maximum co-pay of $37.

	Significantly Raise Deductibles or Out of Pockets

	Any increase in cost-sharing (deductible or out of pockets) above the level in effect on March 23, 2010, that exceeds medical inflation +15%.  

Example: S plan could increase a $1,000 annual deductible to $1,190 for 2011 and could only increase the deductible another $47 the following year (based on a medical inflation of 4%).

	Significantly Lower Employer Contributions
	Decreases, by an employer or employee organization, in its contribution rate towards any tier of coverage for any class of similarly situated individuals by more than 5% below the contribution rate on March 23, 2010.
Example: Plans cannot decrease the percent of contributions the employer pays by more than 5%.

	Add or Tighten an Annual Limit on What the Plan Pays
	Plans cannot tighten any annual limits that are already in place. Plans can add annual limits, but the annual limit must be at least as high as the lifetime limit. 

Examples: A plan that did not impose an overall annual or lifetime limit on the dollar value of benefits on March 23, 2010, cannot add an overall annual limit on the dollar value of benefits.

A plan that imposed an overall lifetime limit on the dollar value of benefits but no overall annual limit on March 23, 2010, cannot  impose an overall annual limit on the dollar value that is lower than the dollar value of the lifetime limit (on March 23, 2010).

A plan that imposed an overall annual limit on the dollar value of all benefits on March 23, 2010, cannot decrease the dollar value of the overall annual limit (regardless of whether the plan imposed an overall lifetime limit on March 23, 2010).

	Restructure “Abusively”
	Merger, acquisition, or similar business restructuring, if the principal purpose of the action is to cover new individuals under the grandfathered plan



[1] The IFR defines medical inflation as “the increase since March 2010 in the overall medical care component of the Consumer Price Index for All Urban Consumers (CPI-U) (unadjusted) published by the Department of Labor using the 1982 – 1984 base of 100. In recent years medical costs have risen an average of 4-5%.
This summary provides an overview of the impact of Health Care Reform for self-funded customers of Principal Life Insurance Company.  It is not a complete statement of the impacts or changes that may result from Federal Health Care Reform. Examples included are for illustrative purposes only.  
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