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Initial Small Group Market Fix  
 
The Protecting Affordable Coverage for Employees (PACE) Act allows each state to continue to determine if employers 
with 51-99 employees are “small or large” group health plans.  The PACE Act passed in Congress on October 1, 2015, and 
was signed into law by President Obama on October 9, 2015.  As a result, each state continues to determine IF AND 
WHEN to expand the definition of the small group health insurance marketplace. This stability process is frequently 
known as “grandfathering” or “grandmothering” plans, depending on the timing of state-by state decisions.  
 

OHIO DEFINITION OF SMALL GROUP MARKET 
SMALL GROUP WILL REMAIN DEFINED AS GROUPS WITH 2-50 EMPLOYEES 
FOLLOWING AN OHIO DEPARTMENT OF INSURANCE (ODI) ANNOUNCEMENT 

 
Background  
 
Initially, under the Affordable Care Act (ACA), the definition of the small group health insurance market expands to groups with 
51-99 employees in 2016. The PACE Act overturned this mandated definition; therefore, state-by-state variances will 
remain as states make ongoing decisions. As of October 26, 2015, the following states had previously expanded the 
small group market definition in advance of the initial ACA timeline:  District of Columbia, CA, CO, MD, NY, VA 
and VT.  Following the PACE Act, these states have the option to initiate regulatory actions to return the definition to 
fewer than 50 employees.  
 
Impact 
 
The timing of this change increases uncertainty regarding which health plans and risk pools are subject to “community 
rating” with one common rating pool.  
 

• Community Rating: The ACA community rated risk criteria includes no rating based on health history or 
experience (claims) in the small group, fully insured market.  The ACA community rating regulations limit age rating to 
a ratio of 3 to 1 (oldest to youngest) and tobacco use rating to a ratio of 1.5 to 1; thereby establishing one common 
rating pool.  
 

• Marketplace Impact:  The definition of group size shifts certain plans into the common rating pool within the 
health insurance exchange.  Depending on a plan’s claims and experience, joining the exchange decreases or 
increases costs relative to other risks within the pool based on an analysis of comparatively healthy and 
unhealthy plans for underwriting purposes.  By allowing states to define group size, the PACE Act permits 
some companies with 51-99 employees to avoid community rating (noting the impact will vary by state).  
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Disclaimer: Materials are solely for informational purposes as an educational resource. Please contact counsel to obtain advice with respect to any 
specific issue.   

 
As of 2017, the following states, and Washington D.C., do not permit the extension of grandfathered status as 
grandmothered plans. 
 

1. California 
2. Colorado 
3. Connecticut 
4. Delaware 
5. Maryland 
6. Massachusetts 
7. Minnesota 
8. Nevada 
9. New Mexico 
10. New York 
11. Oregon 
12. Rhode Island 
13. Vermont 
14. Washington 

 
 

We anticipate implementation challenges and resulting fixes will continue as the health insurance market  
stabilizes in this time of unprecedented change.  Oswald Companies will continue to provide timely updates and  

concise information as implementation guidance is issued. 
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