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SB 1446 was signed by Gov Brown on July 7, 2014 and is effective immediately. It allows many California 

small employers (i.e., those with fewer than 50 employees) to continue offering group health insurance or 

HMO coverage that is not PPACA-compliant through the end of 2015.  These are sometimes referred to 

informally as "grandmothered" plans -- in contrast to "grandfathered" plans, which PPACA defines as plans 

that were in existence in September 2010 and have continued in existence without making specified changes. 

Only Certain Small Group Plans are Eligible for the Extension through 2015 

SB 1446 allows small group insurance policies and HMO contracts to be renewed until January 1, 2015, and 

to continue to be in force until December 31, 2015, if the policies/contracts: 

 Were in effect on December 31, 2013, and 

 Are still in effect as of July 7, 2014 (effective date of this act), and 

 Do not qualify as a grandfathered health plan under PPACA. 

Insurance carriers and HMOs are allowed to offer such policies for renewal, but are not required to do so. If a 

carrier or HMO does elect to offer a policy or contract for renewal, however, it must offer it to all employers 

who had such policy or contract in effect with that carrier or HMO on December 31, 2013.  One issue that is 

not entirely clear is whether a carrier or HMO must allow an employer to renew if the employer  was not truly a 

small employer on December 31, 2013, but did have a small group policy or contract in effect on that date. 

Also note:  An earlier version of SB 1446 applied only to policies and contracts that were in effect on October 

1, 2013.  This would have prevented many employers who ―early renewed‖ before that date from qualifying for 

the extension through the end of 2015.  Many small employers renewed early (e.g., September 1, 2013) 

because most of the applicable PPACA requirements apply as of the first day of the 2014 plan or policy year, 

so renewing as of September 1, 2013 allowed them to continue the non-PPACA-compliant policies until 

August 31, 2014. 

Also note: SB 1446 applies only to small group plans, but not to individual insurance policies. 

PPACA Provisions from which Qualifying Small Plans are Exempt 

Small group policies that qualify for the compliance delay until 2016 will be exempt from the following 

California and PPACA requirements: 

 the obligation to cover the 10 ―essential health benefits‖ (EHBs), 

 the prohibition on pre-existing conditions limitations for participants of any age (not just up to age 19), 

 the prohibition against discrimination based on health status, 

 the limits on annual out-of-pocket expenses and deductibles, 
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 the requirement that carriers set premium rates based only on age, geographic area and family tier 

(called modified community rating), 

 the requirement that carriers and HMOs must sell all policies to all employers, 

 the requirement that carriers must include all small group contracts in California—whether sold in or 

outside of the Exchange—in one risk pool. 

A likely result of these exemptions is that 2015 premiums will be lower for non-compliant plans than for 

PPACA-compliant plans.  In setting 2015 rates for plans that qualify under SB 1446, insurers can use all the 

risk factors allowed under pre-PPACA rules, rather than only age, geographic region and tier. Employers 

whose rates will be lower using pre-PPACA risk factors will likely renew their non-compliant plans, while those 

whose rates would be higher using pre-PPACA factors will likely change to new PPACA-compliant plans. 

Additionally, non-compliant plans may save money because they will not have to cover the 10 essential health 

benefits, can impose pre-existing conditions limitations on participants ages 19 and older, and do not have to 

comply with the new limits on cost-sharing. 

Notice Requirements 

If a small group insurer or HMO offers to renew a non-PPACA-compliant policy or contract, it must 

provide all of the following three notices to the group policyholder (small employer): 

 The relevant notice at the end of the Federal guidance entitled ―Insurance Standards Bulletin Series – 

Extension of transition Policy through October 1, 2016,‖ issued by HHS/CMS on March 5, 2014. Each 

notice is two pages long. (The federal guidance is 

at: http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/transition-to-

compliant-policies-03-06-2015.pdf ) 

 The premium, cost-sharing and benefits associated with the plan’s standard benefit designs approved 

by the California regulatory agency for the geographic region of the small employer. 

 An additional notice, reproduced in full at the end of this article, which says in part:  ―You have the 

option to remain with your current coverage for one more year or switch to new coverage that 

complies with the new laws.‖  The notice also states that federal tax credits may be available to small 

employers who buy insurance through the Small Business Health Options Program (SHOP) through 

Covered California. 

What happens as of January 1, 2016? 

Non-compliant small group contracts and policies that are renewed through December 31, 2015 must be 

amended to comply with the health care reform provisions by January 1, 2016, in order to remain in force on 

and after that date. 

Additional Information 

Federal guidance implementing PPACA provides a similar exemption (called ―transitional relief‖) for small 

group and individual health plans, but the federal exemption is through September 30, 2017.  However, the 

federal relief is available only in those states that also adopt it, and states can adopt all or part of the federal 

transitional policy.  With SB 1446, California adopts some of the provisions in the federal transition relief. The 

primary differences are that the California extension applies: 1) only to small group — but not to individual— 

policies and contracts;  2) only through the end of 2015; and 3) not to employers who currently buy insurance 

http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/transition-to-compliant-policies-03-06-2015.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/transition-to-compliant-policies-03-06-2015.pdf
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in the large group market but who will be redefined as small groups once the maximum size is increased to 

100 employees in 2016 (because the California extension is only through 2015). 

SB 1446 (Sen. DeSaulnier) adds Section 1367.012 to the Health and Safety Code, and Section 10112.300 to 

the Insurance Code, relating to health care coverage in the small employer market, and declaring the urgency 

thereof, to take effect immediately. 

 

Required Notice Language in SB 1446 

The third bullet point above  under ―Notice Requirements‖ references additional notice language in SB 1446 

that carriers and HMOs must be include in their notices to group policyholders.  Following is that language: 

―New health care coverage options are available in California. You currently have health care coverage that is 

not required to comply with many new laws. A new health benefit plan may be more affordable and/or offer 

more comprehensive benefits. New plans may also have limits on deductibles and out-of-pocket costs, while 

your existing plan may have no such limits. You have the option to remain with your current coverage for one 

more year or switch to new coverage that complies with the new laws. 

Covered California, the state’s new health insurance marketplace, offers small employers health insurance 

from a number of companies through its Small Business Health Options Program (SHOP). Federal tax credits 

are available through the SHOP to those small employers that qualify. Talk to Covered California (1-877-453-

9198), your plan representative, or your insurance agent to discuss your options.‖ 

 


