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The Patient Protection and Affordable Care Act (PPACA) requires plan sponsors to expand the availability 
of health coverage to children until they attain age 26 (Adult Children).  On May 10, 2010, regulations were 
issued which clarified the scope of coverage for Adult Children, prohibiting plan sponsors from limiting the 
benefits available to children, as well as excluding age as a factor for determining the cost of coverage for 
those benefits.  More information on this is available in our May 2010 Briefing located at 
http://www.keenan.com/news/brief/2010/BRF_20100524_HCRDepAge26Regs_KA.pdf.  In July 2010, 
Keenan & Associates conducted a Webinar on mid-year election change issues with respect to Adult 
Children. Questions and Answers from that Webinar are posted at: 

http://www.keenan.com/news/brief/2010/BRF_20100706_Dep26QandA_KA.pdf. 

More recently, the Employee Benefits Security Administration of the Department of Labor (DOL) issued 
clarifications and further guidance to plan sponsors in the form of frequently asked questions (FAQs) on its 
Web site located at http://www.dol.gov/ebsa.  This Briefing addresses the new guidance related to the 
coverage of Adult Children. 

COVERAGE FOR OTHER CHILDREN 

Plan sponsors must provide coverage for children, step-children, adopted children and foster children 
without condition except that the child be under age 26.  Until 2014, grandfathered plans may exclude Adult 
Children who are eligible for health coverage under another employer’s plan (other than a parent’s plan). 
However, with respect to other children that a plan sponsor wishes to cover, such as grandchildren and 
nieces/nephews, a plan may impose conditions of eligibility in addition to age.  In this case, the plan may 
require that these “children” be dependents for income tax purposes. For example, under the regulations 
defining “qualifying children” as tax dependents, there are residency and financial support requirements. 

RESTRUCTURING TIERS OF COVERAGE IN ANTICIPATION OF THE ADULT COVERAGE MANDATE 

The regulations issued on expanded coverage for Adult Children contain a “Uniformity Rule.”  This rule 
states that the cost of coverage and the availability of coverage cannot vary based on age.  However, the 
regulations permit an employer to restructure its tiers of coverage and vary costs based on head-count.  An 
employer does not violate the Uniformity Rule by offering coverage by tiers such as self-only, self-plus-one, 
self-plus-two and self-plus-three-or-more.   

Clarifying guidance has been provided on this issue in the context of the grandfather regulations.  Because 
the analysis of grandfather status with respect to a decrease in the percentage of employer contributions 
applies on a tier-by-tier basis, if a group health plan restructures the tiers of coverage that it had on March 
23, 2010 (i.e., from self-only and family) to a multi-tiered structure (such as self-only, self-plus-one, self-plus-
two, and self-plus-three-or-more), the employer contribution for any new tier would be tested by 
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comparison to the contribution rate for the corresponding tier in existence on March 23, 2010.  In this 
example, if the employer contribution rate for family coverage was 50 percent on March 23, 2010, the 
employer contribution rate for any new tier of coverage (e.g., self-plus-one, self-plus-two, self-plus-three, 
etc.) must be within five percentage points of 50 percent (i.e., at least 45 percent) in order to preserve 
grandfather status.  

If, however, the plan adds one or more new coverage tiers without eliminating or modifying any previous 
tiers and those new coverage tiers cover classes of individuals that were not covered previously under the 
plan, then the new tiers would not be analyzed under the grandfather regulations with respect to a reduction 
in the employer’s percentage of total cost.  For example, if a plan with only a self-only coverage tier added a 
family coverage tier, the level of employer contribution toward the family coverage would not cause the plan 
to lose grandfather status.  

For questions on this, or any other Keenan Briefing, please contact your Keenan & Associates Account 
Executive. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Keenan & Associates is not a law firm and no opinion, suggestion, or recommendation of the firm or its employees shall 
constitute legal advice.  Clients are advised to consult with their own attorney for a determination of their legal rights, 
responsibilities and liabilities, including the interpretation of any statute or regulation, or its application to the clients’ business 
activities. 
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