
AVOIDING “OBAMACARE”?
Early Renewal Programs Target 2014 
      

On July 2, 2013, the Treasury Department announced that the employer mandate, scheduled to begin in 
2014, would be delayed until 2015.  While certainly a significant development, some are overlooking the 
fact that key provisions of the Patient Protection and Affordable Care Act (“PPACA” or “Obamacare”) 

remain on track and, barring further delay, will begin in 2014 and usher in a new era with sweeping requirements 
and challenges.  

Recently, certain health insurance carriers in the small group market (2-50 employees) have announced “early 
renewal” programs that should be considered and vetted as firms navigate towards a 2014 health insurance strategy.  
The concept behind early renewal programs is to allow an employer to change their renewal date from their current 
renewal in 2014 to late in 2013.  By doing so, the carriers believe that employers can delay the impact of some of 
PPACA’s more costly 2014 provisions by renewing before they go into effect.  

Specifically, the following aspects of PPACA begin in 2014 and are expected to increase costs and premiums:  

1.  New Rating Methodology           
Small group health insurers will be required to adopt a new, much more limited, methodology for setting 
premiums.  Carriers will generally be prohibited from determining premium rates based on health status, gender 
or other factors. The new rating factors will be based only on age, family status, tobacco use and geographic area.  

2.  Essential Health Benefits           
Small group carriers will be required to include in their plans a specific set of “essential health benefits.”  
Depending on the scope of these added benefits, the cost of coverage with new essential benefits may be 
higher than prior years.       

3.  New Fees              
There are a number of new fees beginning in 2014 including specific fees on the health insurance sector.  Health 
insurance carriers may end up passing these fees down to the employer, effectively raising premiums.  
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Additionally, carriers with early renewal programs believe that their programs allow firms to avoid new plan 
restrictions beginning in 2014.  For instance, starting in January, plans in the small group market are prohibited 
from having annual deductibles that exceed $2,000 for self-coverage and $4,000 for family coverage.  Therefore, 
employers that want to keep plans with higher deductibles in place through most of 2014 may be able to do so 
through an early renewal program.    

A few words of clarity and caution on early renewal programs.  First, as previously mentioned, these programs 
have only been released in the small group market of two to 50 employees.  Also, the early renewal program 
is not endorsed by every carrier.  Some carriers have announced that they will not have an early renewal option 
while others have announced their intention to offer a program but have not yet released the details. 

Further, even if a firm elects an early renewal, the firm may be subject to new underwriting.  Also, firms can still 
expect to have higher than current premiums for the same plans even with an early renewal since health care 
costs continue to rise over time.

Finally, it is unclear whether state and/or federal regulators will allow these early renewal programs to stand.  The 
IRS released proposed regulations earlier in the year to prohibit large employers from changing their renewal 
dates other than for a valid business purpose.  This same reasoning could be applied to prohibit small employers 
from changing their renewal solely to avoid key provisions of PPACA.

So, while early renewal programs may present interesting options, these programs are still in their infancy.  It is 
important to be aware of their development and understand their parameters but also, recognize their limitations.  

For more on early renewal programs and all your health reform questions, please contact Reid Middleton, J.D. 
at (858) 514-7126, ext. 29.


