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AGENCIES AMEND
GRANDFATHER REGULATIONS
The agencies responsible for implementing the health care reform law’s grandfather rules
(the Departments of Labor, Treasury and Health and Human Services) have amended the
regulations that they issued last June. Under the amendments, group health plans may enter
into new insurance contracts without affecting their grandfathered status, provided that
there are no changes in the coverage that would cause loss of grandfathered status (e.g.,
elimination of benefits for a condition and certain changes in cost-sharing requirements).
Unfortunately, the amendment is not effective retroactively, so new insurance contracts
that became effective before November 15, 2010 are NOT grandfathered. In addition, for
new insurance contracts with effective dates on or after November 15, 2010, the new
insurance carrier must be provided with documentation of the plan terms under the prior
policy (e.g., a copy of the policy or a summary plan description) sufficient to determine
whether any change in the coverage would cause the plan to lose grandfathered status.

BACKGROUND INFORMATION ON THE
GRANDFATHER RULES
Regulations define a grandfathered plan as a group health plan that was in existence on
March 23, 2010 and covered at least one individual, provided that none of several changes
causing loss of grandfathered status has occurred. Under the grandfather regulations as
issued last June, one change that caused loss of grandfathered status was entering into a new
policy, certificate or contract of insurance. (For additional information on what changes will
cause a plan to lose grandfathered status, see Willis Human Capital Practice Alert, Vol. 3, No.
12, “Regulations on Grandfathered Plans.”) Comments that the agencies received on the
June 17 grandfather regulations included several objections to this provision, and those led
the agencies to amend it.

AMENDMENTS TO RULE ON
NEW INSURANCE POLICIES
The amendments allow a group health plan to change health insurance coverage without
ceasing to be a grandfathered health plan. That is, a group health plan or the plan’s sponsor
may enter into a new policy, certificate, or contract of insurance with the existing carrier or a
new carrier, and that change by itself will not result in the plan losing grandfathered status.
There are exceptions to this new rule and some conditions that must be met if a plan is to
retain grandfathered status following a change of insurance policies.

THE EXCEPTIONS
A new insurance policy will still cause loss of grandfathered status in some situations.

� Individual insurance policies are not affected by the amendment, and any new
individual insurance policy will not be grandfathered.
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� Policies that have effective dates after March 23 and before
November 15, 2010 are not affected by the amendment, meaning
that those new policies resulted in a loss of grandfathered status
and this amendment does nothing to change that. (Keep in mind,
however, that special rules for collectively bargained plans or
transition rules may preserve grandfathered status for certain
policies, as explained in Willis Human Capital Practice Alert, Vol.
3, No. 12, “Regulations on Grandfathered Plans.”) For this
purpose, the effective date of a policy is the effective date of the
coverage provided by the policy. For example, if a plan sponsor
enters into an agreement with an insurance carrier on
September 28, 2010 for a new policy that will provide coverage
starting on January 1, 2011, then January 1, 2011 is the date the
new policy is effective, the amendment applies and the change of
policy will not cause loss of grandfathered status. On the other
hand, if the plan sponsor entered into a new agreement with the
insurance carrier on July 1, 2010 for a new policy that provides
coverage starting on September 1, 2010, the amendment would
not apply and the plan would have lost its grandfathered status
on September 1.

THE CONDITIONS
If a plan begins providing benefits through a new insurance
policy, three conditions must be met for the plan to retain
grandfathered status.

� The interim final regulations specify that certain changes to the
coverage a plan provides or the contributions for that coverage
will cause the plan to no longer be a grandfathered health plan
(e.g., certain changes in cost-sharing requirements). If the new
insurance policy results in any of these changes being made to
the coverage provided under the plan, grandfathered status will
be lost. Stated differently, any differences in the coverage
provided by the previous policy and the coverage under the new
policy may cause a loss of grandfathered status, even though the
new policy itself does not cause loss of grandfathered status.

� A group health plan that is changing health insurance coverage
must provide the succeeding health insurance issuer (and the
succeeding health insurance issuer must require)
documentation of plan terms (including benefits, cost sharing,
employer contributions and annual limits) under the prior
health insurance coverage sufficient to make a determination
whether the new policy makes changes to the coverage provided
by the old policy that result in loss of grandfathered status.

� In applying this amendment, as with other provisions of the
grandfather regulations, the rules apply separately to each
benefits package made available under a group health plan.

The agencies predict that “Final regulations on grandfathered health
plans will be published in the near future,” so additional changes
are likely.
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NEW ENGLAND

Auburn, ME
207 783 2211

Bangor, ME
207 942 4671

Boston, MA
617 437 6900

Burlington, VT
802 264 9536

Hartford, CT
860 756 7365

Manchester, NH
603 627 9583

Portland, ME
207 553 2131

Shelton, CT 
203 924 2994

NORTHEAST

Buffalo, NY
716 856 1100

Cranford, NJ
908 931 3005

Florham Park, NJ
973 410 4622 

Morristown, NJ
973 829 6374
973 829 6465

New York, NY
212 915 8802

Norwalk, CT
203 523 0501

Radnor, PA
610 254 7289

Wilmington, DE
302 397 0171

ATLANTIC

Baltimore, MD 
410 584 7528

Bethesda, MD
301 581 4261

Knoxville, TN
865 588 8101

Memphis, TN
901 248 3103

Nashville, TN
615 872 3716

Norfolk, VA
757 628 2303

Reston, VA
703 435 7078

Richmond, VA
804 527 2343

Rockville, MD
301 692 3025

SOUTHEAST

Atlanta, GA
404 224 5000

Birmingham, AL
205 871 3300

Charlotte, NC
704 344 4856

Gainesville, FL
352 378 2511

Greenville, SC
704 344 4856

Jacksonville, FL
904 355 4600

Marietta, GA
770 425 6700 

Miami, FL
305 421 6208

Mobile, AL
251 544 0212

Orlando, FL
407 562 2493

Raleigh, NC
704 344 4856

Savannah, GA
912 239 9047

Tallahassee, FL
850 385 3636

Tampa, FL
813 490 6808
813 289 7996

Vero Beach, FL
772 469 2842

MIDWEST

Appleton, WI
414 259 8837

Chicago, IL
312 288 7700
312 621 4843
312 348 7678

Cleveland, OH
216 357 5921

Columbus, OH
614 326 4722

East Lansing, MI
517 349 3226
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Grand Rapids, MI
248 735 7249

Green Bay, WI
414 259 8837

Milwaukee, WI
414 203 5248
414 259 8837

Minneapolis, MN
763 302 7131 
763 302 7209

Moline, IL
309 764 9666

Pittsburgh, PA
412 645 8537
412 586 3524

Schaumburg, IL
847 517 3469

SOUTH CENTRAL

Amarillo, TX
806 376 4761

Austin, TX
512 651 1660 

Dallas, TX
972 715 2194
972 715 6272 

Denver, CO
303 765 1564
303 773 1373

Houston, TX
713 625 1017
713 625 1082

McAllen, TX
956 682 9423

Mills, WY
307 266 6568

New Orleans, LA
504 581 6151

Oklahoma City, OK
405 232 0651

Overland Park, KS
913 339 0800

San Antonio, TX
210 979 7470

Wichita, KS
316 263 3211

WESTERN

Fresno, CA
559 256 6212

Irvine, CA
949 885 1200

Las Vegas, NV
602 787 6235
602 787 6078

Los Angeles, CA
213 607 6300

Novato, CA
415 493 5210

Phoenix, AZ
602 787 6235
602 787 6078

Portland, OR
503 274 6224

Rancho/Irvine, CA
562 435 2259

San Diego, CA
858 678 2000
858 678 2132 

San Francisco, CA
415 291 1567 

San Jose, CA
408 436 7000

Seattle, WA
800 456 1415

The information contained in this publication is 
not intended to represent legal or tax advice and
has been prepared solely for educational 
purposes.  You may wish to consult your 
attorney  or tax adviser regarding issues raised 
in this publication.




