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The Department of Labor published the final rule on association health plans (AHPs) on June 19, 
2018.  The rule is intended to broadly expand the use of AHPs by relaxing the requirements for 
small businesses to join together to create health plans.  However, several practical issues are 
likely to limit the utility of the rules for small employers.

The new regulations allow small employers engaged in the same line of business, or in the same 
geographic area, to band together to provide coverage under a single AHP, as if they were a 
single large employer.  Specifically, small businesses will now be permitted to form associations 
for the primary purpose of creating health plans, as long as the association has at least one 
other business purpose.  In addition, the regulations will allow for working owners without 
other employees, such as sole proprietors, and their families, to join AHPs.  

Notably, however, the final regulations do not relax the rules related to multiple employer 
welfare arrangements (MEWAs), which are currently governed by state law.  As a practical 
matter, this means that AHPs will not be viable without support from state legislatures.  
Additionally, AHPs will be subject to anti-discrimination protections and will not be permitted 
to charge higher premiums or deny coverage based on pre-existing conditions or health status.  
The inability to underwrite plans at the employer level will make it very difficult for associations 
to form plans that remain economically viable in the long term.  

The rule, which has phased effective dates beginning September 1, 2018, has no impact on 
previously existing AHPs.  Such plans can continue to operate as before, or if they wish to 
expand within a geographic area, regardless of industry, or to cover the self-employed, they 
may do so if they follow the new requirements. 

MZQ Consulting, LLC is not a law firm and cannot dispense legal advice.  Anything contained in this communication is not and 
should not be construed as legal advice.  If you need legal advice, please contact your legal counsel.


