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Overview of Employer Impacts and Trends 
 
     Justin Kindy, Senior Vice President, Aon Hewitt 
 
     Jon Urbanek, Senior Vice President, Sales and Marketing for Employer Markets,      
         Blue Cross and Blue Shield of Florida 
 

 
Presented 
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Panel Discussion of Employer Impacts 
 
     Justin Kindy, Senior Vice President, Aon Hewitt 
 
     Brad Register, Director of Compensation & Benefits, TECO Energy 
 
     Kevin Reynolds, Partner, Daszkal Bolton LLP 
 
     Jon Urbanek, Senior Vice President, Sales and Marketing for Employer Markets, 
         Blue Cross Blue Shield of Florida 
 
     Kim Williams, President, Marpan Supply Company and Global CNC Solutions 
 

 
Presented 
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Blue Cross and Blue Shield of Florida is a leader in Florida’s health industry. Since 1944, the company has been 

dedicated to meeting the diverse needs of all those it serves by offering an array of choices. BCBSF is a not-for-

profit, policyholder-owned, tax-paying mutual company. Headquartered in Jacksonville, Fla., BCBSF is an 

independent licensee of the Blue Cross and Blue Shield Association, an association of independent Blue Cross and 

Blue Shield companies. For more information concerning BCBSF, please see its Web site at www.bcbsfl.com. 

 

               

 
         

Jon Urbanek 

Senior Vice President, Sales and Marketing for Employer Markets  

 
Jon Urbanek is Blue Cross and Blue Shield of Florida’s senior vice president of sales and 

marketing for employer markets. In this role, he is responsible for the top-line revenue of the 

enterprise, the marketing process, the acquisition and retention of all commercial business 

including local and national groups, (including federal and state employee programs), and all 

agent distribution channels.  Urbanek is also accountable for implementing the strategic 

programs that enhance our presence in local communities.  

 

Since joining BCBSF in 1989, Urbanek has held a number of key positions. Most recently, he 

served as group vice president of sales, distribution and local presence.  He served as vice 

president of products and expansion markets, vice president and chief underwriting officer and 

also held positions leading sales process improvements and automation.  

 

Prior to joining BCBSF, Urbanek was an independent agent and also worked with large self-

funded customers while employed by a third-party health plan administrator. He is currently a 

director on the board of Florida Health Care Plan, Inc. and was recently appointed to the board of 

directors of OptaComp, Inc.  

 

Urbanek holds a Bachelor of Science in Psychology from Florida State University. He has 

achieved the designation of Certified Employee Benefit Specialist (CEBS) from the Wharton 

School at the University of Pennsylvania and the International Foundation of Employee Benefits 

and is a fellow of the International Society of Certified Employee Benefit Specialists.  
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Justin Kindy, FSA, MAAA 
Senior Vice President 

Justin Kindy is a Senior Vice President in the health and welfare practice of Aon Hewitt’s 
Denver office.  Justin has nearly 15 years of health and welfare experience, with a focus 
in both actuarial and consulting disciplines.  His areas of expertise include pricing, 
funding strategy, reserving, plan management, health care reform, and retiree health care 
for all health and welfare plans.  Justin has substantial experience within the public 
sector, having testified in front of various state employee healthcare plan boards, 
legislators, and governors throughout the last ten years.  Further, in the retiree health 
arena, Justin has performed numerous retiree health valuations in accordance with the 

rules and regulations as stated in GASB 43 and 45.  Justin has led engagements with several states on projects 
associated with the development of state based exchanges; such as the assessment of various benchmark plan 
options in determining essential health benefits and projections of fiscal impact under different scenarios of state 
based exchange landscapes. 

Justin has served as lead actuary and/or lead strategic consultant on numerous state plans within the past ten 
years; including Hawaii, Kansas, Kentucky, Nebraska, Nevada, New Mexico, Oklahoma, and Tennessee. 

Justin is a Fellow of the Society of Actuaries and a Member of the American Academy of Actuaries.  He graduated 

from Purdue University with Bachelor of Science degrees in Actuarial Science, Statistics, and Mathematics with 

Computer Science emphasis. 
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Under the Affordable Care Act 
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Shifting Options in Employer HC Marketplace 

“Stay” 

“Play by  

New Rules” 
“Play  

on a New Field” 

“Pay” 



Macro Level Impact of ACA to Employers 

 Small Employers (<100 EEs) 

– Generally leaner benefits 

– ACA creates various directions 

 Mid Market Employers (100 – 2500 EEs) 

– Cross-over market 

– Depending on current benefit and financial situation, ACA could be 

relatively impactful 

 Large Market Employers (2500+ EEs) 

– Relatively and generally speaking, less material impact from ACA 

as a market 

– Impact highly dependent on industry 

 



ACA Provision Breakdown: Employer’s Perspective 

Tactical Provisions 

 
 Dependent to 26 

 

 Elimination of Lifetime/Annual 

Maximums 

 

 Transitional Reinsurance 

 

 Auto Enrollment 

 

 Minimum Waiting Periods 

 

 100% Preventive Care 

 

 Rescissions Prohibited 
 

 

Strategic Provisions 

 

 Affordability  

 

 Minimum Essential Health 

Coverage 

 

 Part-time Definition and 

Associated Benefits   

 

 State Exchange and Medicaid 

Interaction 



Other Employer Considerations or Strategies 

 Consider Employee Reaction 

– Benefits may impact ability to attract and retain top talent 

 

 “Optimal ACA Decision = Optimal Business Decision” 

– This does not always hold true 

 

  Minimal Guidance on Discrimination Issues 

– Differing levels of employee subsidization, benefit options, and/or 

eligibility provisions creates potential risk 

– Firm structured into multiple legal entities appears OK 

 

 Counseling or Advocacy 

– Educate employees on public options available to them 

– Help to optimize healthcare benefits decision 



Bradley J. Register Bio 

 

Brad is an employee of Tampa Electric Company, the largest subsidiary of TECO Energy. With 

corporate headquarters in Tampa, Florida, TECO Energy is a leading energy company with three 

core businesses. TECO’s Florida utility businesses include: Tampa Electric, a regulated electric 

utility serving nearly 677,000 customers in and around Hillsborough County, and Peoples Gas 

System, Florida's largest natural gas distributor serving more than 340,000 customers. TECO 

Coal is coal mining company with operations in Kentucky and Virginia. 

With over 27 years at TECO working in positions throughout the electric utility operation, Brad 

has served in various engineering and management positions in Human Resources, Energy 

Delivery, Telecommunications, Facilities, Energy Supply, and Marketing. Most recently, Brad 

has served as a strategic leader in the area of human resources with a concentration on the human 

resource needs of the Florida utility operations and the parent company.  

In September 2009, Brad assumed his current role as Director of Compensation and Benefits 

with responsibility for all benefit programs including compensation, pension and retirement 

savings, healthcare, and payroll. Prior to that, Brad served three years as Director of Employee 

Relations, responsible for a variety of employee related functions including all labor relations 

matters. 

Before joining the human resources team, Brad served as Director of Telecommunications and 

Facility Services responsible for all of TECO’s voice and data communications throughout 

Florida and all facility services for Tampa Electric. During the early part of his career, he spent 

over 11 years in various Energy Delivery engineering and engineering management positions in 

the areas of planning, standards, and operations. 

Brad graduated from the University of South Florida with a degree in Electrical Engineering in 

1985 and is a registered Professional Engineer in the State of Florida. He also holds a Senior 

Professional in Human Resources certification from the Society of Human Resource 

Management. Brad is a 2012 graduate of Leadership Florida. 

A lifelong Floridian, Brad was born in Tampa and continues to reside in Hillsborough County. 

Throughout the past thirty years, Brad has been active in several churches in the 

Riverview/Brandon area while serving in a variety of church business leadership positions. He 

also served as a scouting leader for eight years. Brad and his wife Sandy enjoy traveling and they 

have two children who both attend the University of South Florida. 



Healthcare Reform Impact 

Florida Senate: Select Committee on Patient 
Protection and Affordable Care Act 

 

Presenter: Brad Register 

Director – Compensation & Benefits 

TECO Energy 

January 14, 2013 



TECO Energy 

• Corporate headquarters located in Tampa, Florida 

• Core Businesses: Tampa Electric, Peoples Gas, TECO Coal 

• 3,000 active team members in Florida 

• 91% covered by TECO Energy’s Health Plans (6,800 lives) 

• 2,065 retirees covered by TECO Energy’s Retiree Health 

Plans (3,050 lives) 

• Self-insured for all health care related expenses (medical, 

prescription drug, dental, EAP) 

 

 

 

 



Health Plan Offerings 

 Prior to 2009: Traditional health care plans (PPO’s & HMO’s) 

 Experienced substantial cost increases each year (double digits) 

 Team members not fully engaged in health care cost responsibility 

 No specific provisions to save for future retiree medical expenses 

 2009: Implemented consumerism into our approach to 

health care 

 Full replacement of traditional plans with consumer driven plans  

 Introduced two high deductible health plan options with company provided 

funding accounts and contributions (HSA & HRA) 

 Expanded wellness and disease management programs 

 Expanded preventative care coverage 

 

 

 



Coverage Impacts 

 Coverage to age 26 for all 

dependents  

 Eliminated pre-existing conditions 

 Eliminate lifetime maximums 

 Preventative services without cost 

sharing 

TECO Before Healthcare Reform 

 Coverage to age 25 for IRS 

recognized dependents 

 No pre-existing condition provisions 

 $2M lifetime maximum 

 Preventative services without cost 

sharing 

 

Healthcare Reform Mandates 

Given the comprehensive plan changes we made in 2009, the 

coverage impacts required by healthcare reform were minor for 

TECO. However, we did experience a 6% increase in dependent 

enrollment as compared to team member enrollment due to the 

age 26 requirement. 



Administrative Impacts 

 Staff time/expense and consultant expense to track and 

implement all healthcare reform requirements 

 Healthcare cost reporting addition on form W-2 

 Summary of Benefits and Coverage requirement 

 Higher Third Party Administrator expense due to their 

compliance with Healthcare Reform 

 

 



Direct Tax Impacts: 
Team Members and Companies  

 OTC drugs can no longer be purchased tax free via FSA/HSA 

 Annual Healthcare FSA limit reduced from $5,000 to $2,500 

 Eliminated tax free status of the Retiree Drug Subsidy (Post-

65 Rx) 

 Caused a tax change recognition charge in 2010 

 Caused TECO to implement an EGWP for post-65 Rx in 2013 to control 

rising costs 

 New Patient-Centered Outcomes Research Fund Fee 

 

 

 



Unintended Consequences 

 Healthcare cost reporting addition 

on form W-2 

 

 Donut hole phase out on Medicare 

Part-D: Requires drug 

manufacturers to discount brand 

drugs in the donut hole by 50% 

 New tax on medical devices 

 

 

 

 

 

Potential  Unintended Consequence 

 Team members believe they will 

ultimately be taxed on their 

healthcare benefit 

 Drug manufacturers increase all 

drug prices to make up for the Part-

D discount 

 Manufacturers pass the new tax 

along to consumers 

Action 



Unintended Consequences (cont.) 

 Employer Coverage Mandate for full-

time employees 

 

 

 

 

 

 

Potential  Unintended Consequence 

 Employer choses to reduce 

individual employee schedules to 29 

hours per week to avoid full-time 

status 

 Employer decides to pay the 

coverage mandate penalty and not 

provide healthcare coverage thus 

reducing their overall benefit costs 

Action 



The Future 

 Transitional Reinsurance Fee (New Tax in 2014-2016): $63 

per plan participant 

 Exchanges – Based on our current healthcare offering, we 

do not anticipate any team members participating in the 

exchanges. 

 2018 “Cadillac Plan” Tax – At this time, we do not anticipate 

any impact. 
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KEVIN E. REYNOLDS, CPA 
 
Kevin is a Partner in the Tax Services Department and is based in the 
Boca Raton office. With over 18 years of experience in public 
accounting, his goal is to help clients with tax planning and 
compliance to minimize their total tax liability while making 
financially sound business decisions. Focusing his practice in the areas 
of healthcare, family wealth, and retirement plans, Kevin is able to 
provide expertise and guidance with complex issues such as 
succession planning, mergers and acquisitions, corporate structuring, 
cost segregation studies and tax-free exchanges. 
 
As Partner-in-Charge of the Firm’s Healthcare Practice, Kevin works 
closely with clients on cash flow management, contract negotiations, 
compensation planning, buy-sell agreements, employment and 
stockholder agreements, risk management, and due diligence services. 
 
As a leader in the Firm’s Retirement Plan Advisory Practice, Kevin 
provides assistance in planning and structuring retirement plans, 
ensuring that the plans are designed for maximum tax advantage.  
 
Kevin is a longtime member of the Healthcare Financial Management 
Association and the Boca Raton Community Hospital Professional Advisors 
Committee where he is a resource for strategic ideas and direction as well as 
financial issues.  He works closely with the Caridad Center, Family Central, 
and the Boca Raton Chamber of Commerce as well as the Fort Lauderdale 
Chamber of Commerce on tax issues and compliance.  
 
Recently, his expertise has been tapped for a series of seminars that discuss 
the tax impact of new regulations and demystify the new healthcare reform 
laws that create changes in the compliance process for healthcare providers, 
and show how changes in HIPPA, ICD-10 and EHR will impact processes 
and compliance.  
 
Kevin obtained his Bachelor of Business Administration degree in 
Accounting from the University of Central Arkansas and is a Certified Public 
Accountant with licensure in both Florida and Arkansas.  Kevin is a member 
of the American and Florida Institutes of Certified Public Accountants.   
 



 
Healthcare Reform: 
What Lies Ahead…… 

 
Presented by Kevin E. Reynolds, CPA  



 
Employer Knowledge 

 
 

Premiums are increasing 

Does the new law apply? 

How would the exchanges work? 

What other solutions are out there? 

 



 
Employer Incentive 

 
Small Business Health Care Tax Credit 
 

Years 2010-13 
• 10 FTE / $25k wages = 35% of premiums 

• Phase-out up to 25 FTE / $50k wages 

• Non-profit organizations 25% 

• Small business owners excluded 

 

Exchange Years (2014-forward) 
• Max credit increases to 50% of premiums 



4 

 

 

 

 

Facts:  19 FTEs:  7 single / 12 family

Average Annual wages of $33,000 per FTE

Premiums:   $4,800 single;  $12,000 family

Employer pays 50% of coverage

Computation:

Total employer premiums 88,800$    

Credit percentage 35%

Tentative credit amount 31,080$    A

Number FTEs > 10 9

Divided by 15

Excess FTE reduction % 60%

Credit reduction for excess FTEs 18,648      B

Average salary > $25,000 8,000       

Divided by 25,000     

Excess salary reduction % 32%

Credit reduction for excess salaries 9,946        C

Net credit amount 2,486$      A - B - C

Savings percentage 2.8%

Small Business Health Care Tax Credit 



Employer Response 

 

Drastic Measures 
 

 Pay or Play 

 Pass on cost increases (deductibles, out-of-pocket)  

 Downsizing 

 Hour/Wage Reductions   

 Price Increases 

 Liquidation 

 Do Nothing 
 

 



Employer Response 

Reasonable Measures 

   
 Employee Retention 

 Exchange Market Trial Period 

 PEOs 

 Defined Contribution Approach 

 Alternative Plans (HDHP / HSA / HRA) 

 Voluntary Benefits 

 Employee Wellness Programs / Incentives 
 

 

 



Thank you! 

Questions? 

www.daszkalbolton.com 

561-367-1040 



Kim Williams, President, Marpan Supply Company  

 

Marpan, from garbage container rental services and Construction 

debris hauling and materials processing (recycling) to safety equipment, 

to a large inventory of energy efficient light bulbs, Marpan is in the 

container services, supply and recycling business.   

 

Kim’s career at Marpan, a family owned business, began part time in 

High School in 1967.  He has served as President of the company since 

1985.  As an owner/developer of commercial real estate, he is managing 

partner of the Heritage at Commonwealth, Hamilton Industrial Park 

and Commerce Industrial Center.   

 

He has a long history of community involvement.  A founding board 

member and past President of Southside Business Association.  He is a 

past Chair of the Tallahassee Chamber and was the 2006 recipient of 

the Godfrey Smith Past-Chair award.   He served 8 years on the Board 

of the Tallahassee Housing Authority and on the Board of Goodwill.  He 

is a past Board member and immediate past Chair of Tallahassee 

Memorial Healthcare, current board member of Capital City Bank, 

Florida State University Research Foundation and immediate past 

Chair of the Economic Development Council. 

 

As a native Tallahassean, Kim is committed to encouraging economic 

growth so that our children and our graduates will be able to find 

opportunity here, while maintaining our quality of life.  His wife Mayda 

recently sold her business, Target Copy, to her daughter Tracey Cohen.  

Kim and Mayda have 4 children, Matthew, Johanna, Tracey and 

Andrew and four grand-daughters Molly, Lily and Paige, all living in 

Tallahassee. 

 

Kim’s other business interest includes majority ownership of Global 

CNC Solutions, a machine shop. 









Key Elements of PPACA Reforms for Employers 
 

 
 

  

 

 

 

 

 

 

 

 

 

 

 

 

 
2010 2011 2012 2013 2014 2018 

 Extend dependent coverage to 

26 (grandfathered plan may 

limit to children without access 

to other employer coverage, 

other than parent’s coverage)* 

 Prohibits lifetime dollar limits* 

 Restricts annual dollar limits; 

phases amounts until 2014* 

 Prohibits pre-existing condition 

limitations for children up to 

age 19* 

 Creates additional standards for 

new or “non-grandfathered” 

health plans, including non-

discrimination provisions for 

insured plans and mandatory 

preventative care in network 

with no cost-sharing 

 Requires distribution of 

uniform benefit summaries 

to participants and 60-day 

advance notice of material 

modifications 

 Requires W-2 reporting for 

2011 health coverage 

 Imposes group health plan 

fees 

 Requires large employers (more 

than 200 employees) to auto-enroll 

full-time employees 

 Provide break time/private room for 

nursing moms  

 Caps Flexible Spending Account at 

$2,500 (indexed)  

 Increases Medicare payroll tax on 

wages exceeding 

$200,000/individual; 

$250,000/couples 

 Imposes new Medicare retiree drug 

subsidy tax treatment 

 Imposes excise tax on 

“high cost” or Cadillac 

plans 

 Prohibits Flexible Spending  

Account, Health 

Reimbursement Account, 

Medical Savings Account, or 

Health Savings Account 

reimbursements for over-the- 

counter drugs 

 Increases penalties for non-

qualified Health Savings 

Account or Medical Savings 

Account distributions 

 Subjects insurers to medical 
loss ratio rules, potential 

rebates to employers 

 Requires health insurance 

exchanges to begin operation   

 Mandates individual coverage 

 Allows premium and cost-

sharing assistance for exchange 

coverage of low-income 

individuals 

 Permits optional Medicaid 

expansion 

 Permits optional wellness 

incentive program for 

employees 

 Imposes employer “pay or 

play” mandate 

 Requires additional reporting 

and disclosure  

 

 Authorizes dependent coverage 

to age 26 for any covered 

employee’s child**  

 Prohibits annual dollar limits** 

 Prohibits pre-existing condition 

limits** 

 Prohibits waiting period over 

90 days** 

 Creates additional new 

standards for new or “non-

grandfathered” health plans, 

including limited cost-sharing 

 Imposes health insurance 

industry fees 

 Mandates Essential Health 

Benefits for small group 

policies 

  

*Applies to all plans, including 
“grandfathered” plans, effective for plan 
years beginning on or after Sept. 23, 2010 
(Jan. 1, 2011, for calendar year plans.) 
 
**Applies to all plans, including 
“grandfathered” plans, effective for plan 
years beginning on or after Jan. 1, 2014.  
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Key Employer-Related Provisions of PPACA 
 

Federal 
Provision/Citation Summary of Provision Plan Application Effective Date 

2010 

Automatic 

Enrollment for 

Employees of 

Large Employers 

(1511) 

Requires employers with more than 200 employees offering a health 

benefits plan to automatically enroll all new employees in one of the plans 

and automatically continue the enrollments of current employees, unless 

the new or current employee opts out. 

Employers with more than 200 full-time 

employees. 

The U.S. Dept. of 

Labor has 

indicated that 

guidance may not 

be adopted by 

2014. 

  1511 

Break 

Time/Private Area 

for Nursing 

Mothers 

(4207) 

Requires employers to provide reasonable break time for an employee for 

one year after the child’s birth. Employers are also required to provide a 

place, other than a bathroom, that is shielded from view and free from 

intrusion from coworkers and the public.  

An employer that has less than 50 

employees is not be subject to the 

requirements of this subsection, if such 

requirements would impose an undue 

hardship by causing the employer 

significant difficulty or expense when 

considered in relation to the 

size, financial resources, nature, or 

structure of the employer’s business. 

3/23/2010 

2011 

Extension of Adult 

Dependent 

Coverage (1001) 

 

Requires plans that provide dependent coverage to extend coverage to 

adult children until age 26. A plan or issuer may not define dependent for 

purposes of eligibility for dependent coverage other than in terms of the 

relationship between the child and the participant. a plan or issuer may not 

define dependent for purposes of eligibility for dependent coverage of 

children other than in terms of the relationship between the child and the 

participant. Examples of factors that cannot be used for defining dependent 

for purposes of eligibility (or continued eligibility) include financial 

dependency on the participant or primary subscriber (or any other person), 

residency with the participant or primary subscriber (or any other person), 

student status, employment, eligibility for other coverage, or any 

combination of these. Carriers are not required to cover children of adult 

dependents. 

All plans. Grandfathered plans may 

limit to dependents  without access to 

other employer coverage over than 

parent’s coverage. 

 

Plan years 

beginning on or 

after 9/23/2010 

Annual and 

Lifetime Limits 

(1001) 

Prohibits lifetime and annual limits on the dollar value of essential health 

benefits. Plans may only establish restricted limits prior to January 1, 2014 

on essential benefits. Annual limits on essential benefits are limited to: 

Lifetime limits: all plans. Annual limits: 

all plans except grandfathered 

individual plans. 

Plan years 

beginning on or 

after 9/23/2010 
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Federal 
Provision/Citation Summary of Provision Plan Application Effective Date 

 $750,000 for plan years beginning 9/23/2010-9/23/2011 

 $1.25 million for plan years beginning 9/23/2011-9/23/2012 

 $2 million for plan years beginning 9/23/2012-12/31/2013 

Preexisting 

Condition 

Exclusions 

(1201) 

Prohibits a plan from imposing any preexisting condition exclusions for 

children under age 19. 

All plans except grandfathered 

individual market plans 

Plan years 

beginning on or 

after 9/23/2010 

Prohibition on 

Discrimination 

Based on Salary 

(1001) 

Extends current law provisions prohibiting discrimination in favor of 

highly compensated employees in self-insured group plans to fully insured 

group plans. The Secretary of HHS will develop rules. 
 

Fully insured non-grandfathered  group 

health plans 

9/23/2010   PHSA 2716 

Mandatory 

Coverage of 

Preventive Health 

Services Without 

Cost Sharing 

(1001) 

Requires coverage without cost sharing (with exceptions) for: 

 Services recommended by the US Preventive Services Task Force 

(except for current breast cancer screening recommendation); 

 Immunizations recommended by the Advisory Committee on 

Immunization Practices of the CDC; 

 Preventive care and screenings for infants, children and 

adolescents supported by the Health Resources and Services 

Administration; and 

 Preventive care and screenings for women supported by the Health 

Resources and Services Administration. 

All non-grandfathered plans Plan years 

beginning on or 

after 9/23/2010 

Flexible Spending 

Arrangements—

Qualified Medical 

Expenses for 

Reimbursement 

(9003) 

Revises eligibility for qualified medical expense. For Health Savings 

Account (HSA), Medical Savings Account (MSA), Flexible Spending 

Arrangements (FSA), and Health Reimbursement Arrangements (HRA) 

purposes, a medicine or drug will be a qualified medical expense only if 

the medicine or drug: 

1. Requires a prescription, 

2. Is available without a prescription (an over-the-counter medicine or 

drug) and a prescription is obtained for it, or 

3. Is insulin. 

All plans. 1/1/2011 

Tax on HSA or 

MSA Distributions 

Not Used for 

Qualified Medical 

Increases the additional tax on distributions to individuals that are not used 

for qualified medical expenses from 10% to 20% for HSAs and 15% to 

20% for MSAs. Distributions from a HSA or MSA that are used to pay 

qualified medical expenses are not taxed. 

 2011 
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Federal 
Provision/Citation Summary of Provision Plan Application Effective Date 

Expenses  

(9004) 

Medical Loss 

Ratios (MLR) and 

Payment of 

Rebates (1001) 

Requires insurers to provide a rebate to employers if the percentage (MLR) 

of premium revenues expended for clinical services and activities is less 

than 85% in the large group market and 80% in the small group and 

individual markets. Federal regulations define “small group” as coverage 

issued to employers with 1-100 employees, unless, until 2016, state law 

specifies that the upper limit is 50. 

All fully insured plans, including 

grandfathered plans 

Plan years 

beginning on or 

after 1/1/2011 

2012 

Additional 

Reporting 

Requirements 

(1001) 

Summary of Benefits and Coverage (SBC) 

Requires employers and carriers to provide a summary of benefits and 

coverage to employees starting with the first open enrollment on or after 

September 23, 2012. A new SBC must be provided when the policy is 

renewed or reissued. 

 

Requires a group health plan or issuer to provide notice of any material 

changes in any of the terms of the plan or coverage to enrollees at least 60 

days in advance of the effective date of the changes. 

 

W2 Reporting of Health Coverage 

Requires employers to report the cost of coverage under an employer-

sponsored group health plan on an employee’s W-2, Wage and Tax 

Statement. Many employers are eligible for transition relief for tax-year 

2012 and beyond, until the IRS issues final guidance for this reporting 

requirement. For example, this filing requirement is optional in 2012 for 

employers filing fewer than 250 W-2s (i.e., 2012 W-2s generally would be 

furnished to employees in January 2013) and this optional treatment 

continues for smaller employers until further guidance is issued. 

 

The amount reported does not affect tax liability, as the value of the 

employer excludible contribution to health coverage continues to be 

excludible from an employee's income, and it is not taxable. This reporting 

is for informational purposes only, to show employees the value of their 

health care benefits so they can be more informed consumers. 

 

All plans. 

 

9/23/2012 

 

 

 

 

 

 

 

 

2012 
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Federal 
Provision/Citation Summary of Provision Plan Application Effective Date 

Comparative 

Effectiveness 

Research Fee 

(6301) 

Requires carriers and plan sponsors to collect and pay fee for plan and 

policy years that end after 9/23/2012, and before 10/1//2019. For plan 

years 10/1/2012-9/30/2013, the fee is $1 per year multiplied by the number 

of covered lives. For policy years ending on or after 10/1/2014, the fee is 

indexed based on increases in the projected per capita amount of National 

Health Expenditures. The fee will be used to fund the private, nonprofit 

corporation, the Patient Centered Outcomes Research Institute. 

All plans. 2012 

2013 

Flexible Spending 

Account Cap 

(9005) 

Caps calendar year FSAs for medical expenses to $2,500 (indexed every 

year). Employers with a plan year FSA will not be subject to the revised 

limits until the plan renews in 2013. 

 1/1/2013 

Additional 

Medicare Payroll 

Tax 

(9015) 

Requires employers to withhold an additional 0.9% tax that applies to an 

individual’s wages, Railroad Retirement Tax Act compensation, and self-

employment income that exceeds a threshold amount based on the 

individual’s filing status. The threshold amounts are $250,000 for married 

taxpayers who file jointly, $125,000 for married taxpayers who file 

separately, and $200,000 for all other taxpayers. An employer is 

responsible for withholding the Additional Medicare Tax from wages or 

compensation it pays to an employee in excess of $200,000 in a calendar 

year. There is no employer match for the additional Medicare tax. 

 1/1/2013 

Medicare Part D 

Subsidy Employer 

Deduction (9012) 

Eliminates the tax deduction for expenses allocable to the Medicare Part D 

Subsidy paid to employers that maintain prescription drug plans for their 

Medicare Part D eligible retirees. 

 

Currently, an employer offering retiree prescription drug coverage that is at 

least as valuable as Medicare Part D coverage is entitled to a federal retiree 

drug subsidy. Employers can claim a deduction for the entire cost of 

providing the prescription drug coverage even though a portion of the cost 

is offset by the subsidy they receive. PPACA repeals the current rule 

permitting deduction of the portion of the drug coverage expense that is 

offset by the Medicare Part D subsidy. This provision was originally 

effective for taxable years beginning after 12/31/2010. The effective date 

of this provision has been changed to be effective for taxable years 

beginning after December 31, 2012. 

 

 1/1//2013 
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2014 

Health Exchanges 

(1311, 1313, 1321) 

Requires each state to establish, as a governmental agency or nonprofit 

entity, an exchange that facilitates the purchase of qualified health plans 

and provides for the establishment of a Small Business Health Options 

Program (referred to as a “SHOP Exchange”) to assist qualified employers 

in facilitating the enrollment of employees in small group qualified health 

benefits plans. States may choose to establish a single exchange that 

performs both functions. Exchanges must be self-sustaining beginning in 

2015, and may generate revenue through assessments, user fees, or other 

taxing mechanisms. 

 

If HHS determines in 2013 that a state is not electing to operate a state 

exchange, or a federal partnership, or that it will not have the exchange 

operational by January 1, 2014, or has not taken necessary actions to 

implement the market reforms, the HHS shall operate an exchange, 

directly or through an agreement with a nonprofit entity, effective 

1/1/2014. 

 

An exchange must certify qualified health benefits plans consistent with 

regulations and guidelines developed by HHS. Other duties of an exchange 

include, but are not limited to: 

 Maintain a website to provide standardized comparative 

information on qualified health benefits plans; 

 Screen and enroll eligible individuals in the state's Medicaid 

program, CHIP program and determine eligibility for premium tax 

credits and cost sharing subsidies; 

 Certify exemptions from the individual mandate; and 

 Establish a navigator program to provide public education, 

facilitate enrollment, and provide referrals of complaints for 

entities with relationships to employers and employees, 

consumers, or self-employed individuals. Federal funds for the 

establishment of exchanges may not be used for the payment of 

navigator grants. 

Individual and small group  By 1/1/2013 HHS 

will certify states’ 

plans to run their 

own exchange in 

2014. 

 

If a state chooses 

to operate an 

exchange in 

partnership with 

the federal 

government, an 

application to 

HHS must be 

received by 

2/15/2013. 

 

Initial open 

enrollment begins 

for exchanges. 

10/1/2013. 

 

Individual 

Coverage 

Mandate 

All U.S. citizens and lawful residents are required to obtain minimum 

essential health benefits coverage. If a taxpayer fails to maintain such 

coverage, he or she is required to pay an annual tax penalty of the greater 

 1/1/2014 
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(1501) of $95 for each household member, up to three, or 1% of household 

income in 2014, $325 or 2% of household income in 2015, and $695 or 

2.5% of income in following years. Taxpayers are exempted from the 

coverage mandate/tax if any of the following conditions are met: 

 The individual has a religious objection to purchasing health 

insurance or is enrolled in a health care sharing ministry. 

 The cost of the taxpayer’s premium contribution for employer-

sponsored coverage or for the lowest-cost bronze level coverage 

available in the exchange exceeds 8% of household income. 

 The taxpayer’s household income is below the federal income tax 

filing threshold. 

 The taxpayer is a member of a recognized Indian tribe. 

 The break in coverage is less than three months. 

 HHS determines that the taxpayer has suffered a hardship with 

respect to their ability to obtain coverage. 

 The individual is not lawfully present in the United States. 

 The individual is incarcerated. 

Premium and 

Cost-Sharing 

Assistance for 

Low-Income 

Individuals (1401, 

1402) 

Authorizes a federal premium- assistance tax credit for qualified taxpayers 

with an income between 100% and 400% FPL that covers the difference 

between a percentage of household income and the second-lowest cost 

silver level plan available through the exchange in the individual’s rating 

area. Federal cost sharing (e.g., out-of-pocket limits, deductibles, 

coinsurance, and copayments) assistance will be available to certain 

individuals eligible with income between 100% and 400% of FPL. 

Individual plans offered in the 

exchange. 

2014 

Optional Medicaid 

Expansion (2001) 

States have the option to expand Medicaid eligibility to individuals under 

age 65 with income up to 138% of FPL. 

  

Employer 

Wellness 

Programs 

(1201) 

Permits employers to offer employees rewards—in the form of premium 

discounts, waivers of cost-sharing requirements, or benefits that  would 

otherwise not be provided—of up to 30% of the cost of coverage for 

participating in a wellness program and meeting certain health-related 

standards. Incentive was previously capped at 20%. 

 2014 

Employer “Pay or 

Play” Mandate 

(1513) 

Creates a penalty for an employer that fails to offer minimum essential 

coverage and one of its employees receives a premium tax credit or cost-

sharing subsidy through the exchange. The employer will be subject to a 

penalty of $2,000 per employee. 

Employers with more than 50 

employees. 

01/01/2014 
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Creates a penalty for an employer that offers coverage and has an 

employee receiving a premium tax credit or cost-sharing subsidy through 

the exchange. The employer will be subject to a penalty of $3,000 per 

employee receiving a premium tax credit or cost-sharing subsidy. The 

penalty shall not exceed $2,000 times the number of full-time employees. 

 

Employers of 50 or fewer employees are exempt from these requirements, 

and the first 30 employees are disregarded in calculating the penalty.  

Employer 

Reporting 

Requirements 

(1502, 1512) 

Requires plans to report coverage information to the IRS. 

 

 

Requires employers to provide employees written notice that they may be 

eligible to obtain coverage through an exchange in lieu of participating in 

employer-sponsored coverage if the plan covers less than 60% of the cost 

of covered benefits. 

 

 

Grandfathered and non-grandfathered 

plans. 

 

Employers subject to the Fair Labor 

Standards Act 

2013 and 2014 

 

 

3/1/2013 for 

current employees 

and at the time of 

hiring for new 

employees. 

Essential Health 

Benefits, 

Benchmark Plan 

(1302) 

 

 

Requires a qualified health plan offered through an exchange as well as 

coverage offered outside of an exchange in the individual and small group 

markets to provide the following categories of services (essential health 

benefits package): 

 Ambulatory patient services 

 Emergency services 

 Hospitalization 

 Maternity and newborn care 

 Mental health and substance abuse disorder services, including 

behavioral health treatment 

 Prescription drugs 

 Rehabilitative and habilitative services and devices 

 Laboratory services 

 Preventive and wellness services and chronic disease management 

 Pediatric services, including oral and vision care 

 

States have the flexibility to select a benchmark plan that reflects the scope 

of services offered by a “typical employer plan.” State may choose one of 

All non-grandfathered plans. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Plan years 

beginning on or 

after 01/01/2014 

 

Benchmark plan 

options based on 

enrollment as of 

3/31/2012. States 

must select 

benchmark and 

supplement as 

needed by the 3
rd

 

quarter 2012 or 

default applies. 
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the following benchmark plans: 

 One of the three largest small group plans in the state by 

enrollment; 

 One of the three largest employee health plans by enrollment;  

 One of the three largest federal employee health plan options by 

enrollment; or  

 The largest HMO plan offered in the state’s commercial market by 

enrollment. 

 

If a state does not choose a benchmark plan, the default benchmark plan 

will be the small group plan with the largest enrollment in the state. A 

benchmark plan must cover all categories of essential benefits. States may 

mandate additional benefits if it defrays the expenses of enrollees for the 

additional cost of these benefits. 

Extension of Adult 

Dependent 

Coverage to All 

Grandfathered 

Plans (1001) 

 

Requires plans that provide dependent coverage to extend coverage to 

adult children until age 26. A plan or issuer may not define dependent for 

purposes of eligibility for dependent coverage other than in terms of the 

relationship between the child and the participant. Examples of factors that 

cannot be used for defining dependent for purposes of eligibility (or 

continued eligibility) include financial dependency on the participant or 

primary subscriber (or any other person), residency with the participant or 

primary subscriber (or any other person), student status, employment, 

eligibility for other coverage, or any combination of these. Carriers are not 

required to cover children of adult dependents. 

All plans. Prior to 2014, a dependent 

may enroll for dependent coverage on a 

grandfathered plan only if such 

dependent is not eligible for employer-

based coverage other than the parents. 

 

Plan years 

beginning on or 

after 9/23/2010 

Annual and 

Lifetime Limits 

(1001) 

Prohibits lifetime and annual limits on the dollar value of essential health 

benefits.  

Lifetime limits: all plans. Annual limits: 

all plans except grandfathered 

individual plans. 

Plan years 

beginning on or 

after 9/23/2010 for 

lifetime limits. 

1/1/2014 

Preexisting 

Condition 

Exclusions 

(1201) 

Extends prohibition on plans from imposing preexisting condition 

exclusion to individuals age 19 and older.  

All plans except grandfathered 

individual market plans 

Plan years 

beginning on or 

after 9/23/2010 

for children under 

the age of 19. 

Effective for plan 

years beginning on 
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or after, 

01/01/2014 for all 

other individuals. 

Prohibition on 

Waiting Periods 

(1201)  

Prohibits plans from imposing waiting periods that exceed 90 days. All group plans Plan years 

beginning on or 

after 01/01/14 

Additional 

Requirements for 

Non-

Grandfathered 

Plans (1201) 

Rating and Underwriting Standards -Allows variations in the premiums 

of individual and small group premiums only by: 

 Age (3:1 maximum) 

 Tobacco (1.5:1 maximum) 

 Geographic rating area 

 Whether coverage is for an individual or a family 

 

Non Discrimination Based On Health Status - Prohibits a plan from 

establishing rules for eligibility based on any of the following health 

status-related factors: 

 Health status, medical condition, claims experience, receipt of 

health care, medical history, genetic information, disability, 

evidence of insurability (including conditions arising out of 

domestic violence), or 

 Any other health-status related factor deemed appropriate by HHS. 

 

Coverage for Clinical Trial Participants- Prohibits an individual or small 

group plan from denying a qualified individual from participating in an 

approved clinical trial; denying or limiting conditions on the coverage of 

routine patient costs for items and services provided in connection with the 

trial; and discriminating against qualified individuals on the basis of such 

participation. 

Non-grandfathered fully insured small 

group and individual plans.  

Plan years 

beginning on or 

after 1/01/2014 

Health Insurance 

Annual Fee 

(9010,10905) 

Imposes an annual fee on any covered entity engaged in the business of 

providing health insurance. The aggregate annual fee is apportioned among 

entities based on a ratio designed to reflect relative market share. The first 

$25 million of net premiums are exempt from the fee. For net premiums 

greater than $25 million and less than $50 million, fees are assessed on 

50% of net premiums written. 100% of net premiums in excess of $50 

million would be subject to the fees. 

Excludes self-insured entities, 

governmental units, nonprofits, and 

other entities specified. 

2014 
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For tax-exempt insurance providers, only 50% of net premiums are 

included for purposes of calculating the fee. The annual, aggregate fee 

amount is: 

 2014: $8 billion; 

 2015 and 2016: $11.3 billion; 

 2017: $13.9 billion; 

 2018: $14.3 billion; and  

 thereafter: the fee is indexed to the rate of premium growth. 

2018 

Excise Tax on 

High-Cost 

(“Cadillac”) 

Insurance (9001) 

Imposes 40% excise tax on insurers of employer-sponsored health plans 

for coverage that exceeds thresholds of $10,200 for individuals and 

$27,500 for families, indexed for inflation. Higher thresholds exist for 

high-risk professions and retirees ages 55-64 ($11,850 individual and 

$30,950 family). 

Health insurers and health plan 

administrators 

2018 
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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop 00-00-00 
Baltimore, Maryland 21244-1850 

Date : December 10, 2012 

Subjec t: Frequently Asked Questions on Exchanges, Market Reforms, and Medicaid 

 
EXCHANGES & MARKET REFORMS  

 

State-Based Exchanges and State Partnership Exchanges 

1.  	 Does HHS plan to further extend deadlines for states to decide on their level of involvement 
in implementing Exchanges? 

A.  	No. As mentioned in the two letters that Secretary Sebelius sent to governors in November
2012, states have been and will continue to be partners in implementing the health care law
and we are committed to providing states with the flexibility, resources and time they need
to deliver the benefits of the health care law to the American people. 

In response to various governors’ requests for additional time, we extended the deadline for
a Blueprint Application to operate a State-Based Exchange from November 16, 2012 to
December 14, 2012. If a state is pursuing a State Partnership Exchange, we will accept
Declaration Letters and Blueprint Applications and make approval determinations for State 
Partnership Exchanges on a rolling basis. A state that plans to operate the Exchange in its
state in partnership with the federal government starting in 2014 will need to submit its
Declaration Letter and Blueprint Application declaring what partnership role they would like 
to have by February 15, 2013. 

A state may apply at any time to run an Exchange in future years. 

2.  	 What federal funding is available to assist a state in creating and maintaining a State-
Based Exchange? Will a state have to return federal funding if it decides not to implement a 
State-Based Exchange? 

A.  	By law, states operating Exchanges in 2014 must ensure that their Exchanges are financially
self-sustaining by January 1, 2015. The costs to states for establishing a State-Based
Exchange and testing Exchange operations during 2014 may be funded by grants under
section 1311(a). Additionally, grants under section 1311 may be awarded until December
31, 2014, for approved establishment activities that fund first year start-up activities (i.e., 
activities in 2014). It is also permissible that under a State Partnership Exchange, a state
may receive grants for activities to establish and test functions that the state performs in
support of a Federally-Facilitated Exchange. This applies whether or not a state is a State
Partnership Exchange. Generally, states will not be required to repay funds, provided funds
are used for activities approved in the grant and cooperative agreement awards. 
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3. Will HHS charge fees to a state that utilizes federal data in connection with its State-Based 
Exchange? 

A.  	No. HHS is establishing a federally-managed data services hub to support information 
exchanges between states (Exchanges, Medicaid and CHIP agencies) and relevant federal
agencies. In many cases, federal agencies other than HHS will be providing information 
through the hub. As stated in previous guidance, no charge will be imposed on states for use 
of the hub, nor for the required data accessed there. 

4.  	 What is the approval process for a state that would like to participate in a State 
Partnership Exchange? 

A.  	To operate a State Partnership Exchange in 2014, a state must submit a declaration letter,
complete the relevant portions of the Exchange Blueprint and be approved or conditionally
approved by HHS for participation in a State Partnership Exchange. State Partnership 
Exchange approval standards mirror State-Based Exchange approval standards for plan 
management and the relevant consumer activities, where applicable, and include standards 
related to sharing data and coordinating processes between the state and a Federally-
Facilitated Exchange. States have until February 15, 2013 to submit a declaration and
Blueprint Application for approval as a State Partnership Exchange. 

Federally-Facilitated Exchange 

5.  	 How will HHS work with state policymakers to make sure that the Federally-Facilitated 
Exchange accounts for the needs of a particular state? How will the Federally-Facilitated 
Exchange for each state ensure that it accurately incorporates state-specific laws and 
procedures into its business processes? 

A.  	To the greatest extent possible, HHS intends to work with states to preserve the traditional
responsibilities of state insurance departments when establishing a Federally-Facilitated
Exchange for a particular state. Additionally, HHS will seek to harmonize Exchange policy 
with existing state programs and laws wherever possible. 

For example, qualified health plans that will be offered in a Federally-Facilitated Exchange 
must be offered by issuers that meet state licensure and solvency requirements and are in 
good standing in the state (section 1301(a)(1)(C) of the Affordable Care Act; 45 C.F.R. 
section 156.200(b)(4)). In addition, qualified health plans will be subject to requirements 
that apply to all individual and small group market products such as the proposed market 
rules. Accordingly, states continue to maintain an important responsibility with respect to
qualified health plans licensed and offered in their states, regardless of whether the
Exchange is Federally-Facilitated or State-Based. 

HHS is currently working to determine the extent to which activities conducted by state
insurance departments such as the review of rates and policy forms could be recognized as 
part of the certification of qualified health plans by a Federally-Facilitated Exchange. For
example, most states currently have an effective rate review program in place and HHS will
rely on such processes in connection with qualified health plan certification decisions and
oversight by a Federally-Facilitated Exchange. HHS will work with regulators in each state 
with a Federally-Facilitated Exchange to identity these efficiencies. 



          

 

           
         

        
  

 
        

      
 

          
     

 
           

           
            

        
       

         
        

        
            

       
             

           
 

         
         
   

 
          

        
          

          
        

 
          

          
       

          
          

        
         

            
    

        
 

3  

HHS is working with the National Association of Insurance Commissioners to enable states 
to use the System for Electronic Rate and Form Filing as part of the qualified health plan 
submission and certification process in a State Partnership Exchange. This will help ensure
that state and federal regulators are using the same data for their reviews and simplify 
issuer compliance responsibilities. 

HHS also will collect state-specific Medicaid and CHIP policy data so that the Federally-
Facilitated Exchange is able to evaluate Medicaid and CHIP eligibility. 

6.  	 Will Federally-Facilitated Exchange customer support personnel be familiar with state 
rules so that they can advise consumers adequately? 

A.  	Yes. HHS will operate the Federally-Facilitated and State Partnership Exchange call center
and website, and personnel will be trained on relevant state insurance laws and Medicaid
and CHIP eligibility standards so that they can advise consumers. In a state operating in a 
State Partnership Exchange, a state will be responsible for the day-to-day management of
the Exchange Navigators and the development and management of another separate in-
person assistance program, and may elect to conduct additional outreach and educational
activities. The Affordable Care Act directs Navigators to conduct public education to target 
Exchange-eligible populations, assist qualified consumers in a fair and impartial manner
with the selection of qualified health plans and distribute information on tax credits and
cost-sharing reductions, and refer consumers to any consumer assistance or ombudsman 
programs that may exist in the state. Navigators must provide this information in a manner
that is culturally and linguistically appropriate and accessible by persons with disabilities. 

7.  	 What restrictions will there be on a state regulator's authority to enforce state laws when 
consumers purchase coverage through a Federally-Facilitated Exchange? Will states 
retain their ability to protect consumers? 

A.  	States have significant experience and the lead role in insurance regulation, oversight, and
enforcement. We will seek to capitalize on existing state policies, capabilities, and
infrastructure that can also assist in implementing some of the components of a Federally-
Facilitated Exchange. We also encourage states interested in improving this alignment to
apply to conduct plan management through a State Partnership Exchange. 

A Federally-Facilitated Exchange’s role and authority are limited to the certification and
management of participating qualified health plans. Its role and authority do not extend
beyond the Exchange or affect otherwise applicable state law governing which health
insurance products may be sold in the individual and small group markets. Several qualified
health plans certification standards rely on reviews that some state departments of
insurance may not currently conduct. Therefore, HHS will evaluate each potential qualified
health plan against applicable certification standards either by deferring to the outcome of a 
state’s review (e.g., in the case of licensure) or by performing a review necessary to verify 
compliance with qualified health plan certification standards. Federally-Facilitated 
Exchanges will consider completed state work to support this evaluation to the extent 
possible. 
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8.  How will the Federally-Facilitated Exchange be funded? 

A.  	To fund the operation of the Federally-Facilitated Exchange, we proposed for comment in 
the draft Payment Notice that participating issuers pay a monthly user fee to support the 
operation of the Federally-Facilitated Exchange. For the 2014 benefit year, we proposed a 
monthly user fee rate that is aligned with rates charged by State-Based Exchanges. While
we proposed that this rate be 3.5 percent of premium, it may be adjusted in the final
Payment Notice to take into account State-Based Exchange rates. Exchange user fees will
support activities such as the consumer outreach, information and assistance activities that
health plans currently pay themselves. This policy does not affect the ability of a state to use 
grants described in section 1311 of the Affordable Care Act to develop functions that a state
elects to operate under a State Partnership Exchange and to support state activities to build
interfaces with a Federally-Facilitated Exchange. 

9.  	 If a state chooses to provide some services to a Federally-Facilitated Exchange, will the 
state be reimbursed for its costs? 

A.  	Yes in certain circumstances. HHS expects that states supporting the development of a
Federally-Facilitated Exchange may choose to seek section 1311(a) Exchange Establishment 
cooperative agreement funding for activities including, but not limited to: 

•	 Developing data system interfaces with the Federally-Facilitated Exchange; 

•	 Coordinating the transfer of plan information (e.g., licensure and solvency) from the 
state insurance department to the Federally-Facilitated Exchange; and 

•	 Other activities necessary to support (and related to the establishment of) the effective 
operations of a Federally-Facilitated Exchange. 

After section 1311(a) funds are no longer available, HHS anticipates continued funding, 
under a different funding vehicle, for state activities performed on behalf of the Federally-
Facilitated Exchange. To the extent permissible under applicable law, HHS intends to make 
tools and other resources used by the Federally-Facilitated Exchange available to state
partners in State Partnership Exchanges, as well as to State-Based Exchanges. 

Market Issues 

10. How are Exchanges going to increase insurance market competition based on quality and 
cost? Some markets may be starting off from a position of having few local issuers. 

A.  	The introduction of Exchanges and the insurance market rules in 2014 will help promote
competition based on quality and cost since consumers will have an unprecedented ability to
compare similar products from different issuers and will be assured the right to purchase 
these products, regardless of their health condition. Further, consumers in many states will
have new options such as the ability to purchase coverage from the Consumer Operated and
Oriented Plans and Multi-State Plans created under the Affordable Care Act. Additionally, 
Exchanges can leverage market forces to drive further transformation in health care 
delivery. 
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We anticipate that the number of individuals who will be eligible for advance payments of
premium tax credits and cost-sharing reductions – which are only available in connection 
with qualified health plan coverage purchased through an Exchange – will attract issuers to
Exchanges where the certification process will encourage and reward high quality 
affordable insurance offerings. In addition, HHS is developing a Star Ratings system for
qualified health plans purchased in an Exchange pursuant to section 1311(c)(3) of the
Affordable Care Act. 

11. When will we have final rules on essential health benefits, actuarial value, and rating? 

A.  	The proposed rules on essential health benefits and actuarial value and the market reforms,
including rating, were published on November 20, 2012. Public comments are due by 
December 26, 2012. On November 20, 2012, we also issued a state Medicaid directors letter 
on how we will propose essential health benefits be implemented in Medicaid. HHS will
analyze the comments, adjust any policies accordingly, and publish final rules early next 
year. 

12. What level of benefit is required in a specific benchmark to satisfy the ten essential health 
benefit categories? What process will be undertaken by HHS to select backfilling benefit 
options if a state defaults to the largest small group product? 

A.  	In section 156.100 of the proposed rule on Essential Health Benefits/Actuarial
Value/Accreditation, we propose criteria for the selection process for a state that chooses to
select a benchmark plan. The essential health benefits benchmark plan would serve as a 
reference plan, reflecting both the scope of services and limits offered by a typical employer
plan in that state. This approach and benchmark selection, which would apply for at least
the 2014 and 2015 benefit years, would allow states to build on coverage that is already 
widely available, minimize market disruption, and provide consumers with familiar
products. Since some base-benchmark plan options may not cover all ten of the statutorily
required essential health benefits categories, we propose standards for supplementing a 
base-benchmark plan that does not provide coverage of one or more of the categories. 

We also propose that if a base-benchmark plan option does not cover any items and
services within an essential health benefits category, the base-benchmark plan must be
supplemented by adding that particular category in its entirety from another base-
benchmark plan option. The resulting plan, which would reflect a base-benchmark that
covers all ten essential health benefits categories, must meet standards for non-
discrimination and balance. After meeting these standards, it would be considered the
essential health benefits-benchmark plan. 

The proposed rule also outlines the process by which HHS would supplement a default
base-benchmark plan, if necessary. We clarify that to the extent that the default base-
benchmark plan option does not cover any items and services within an essential health
benefits category, the category must be added by supplementing the base-benchmark plan
with that particular category in its entirety from another base-benchmark plan option. 
Specifically, we propose that HHS would supplement the category of benefits in the default
base benchmark plan with the first of the following options that offer benefits in that 
particular essential health benefits category: (1) the largest plan by enrollment in the
second largest product in the state’s small group market; (2) the largest plan by enrollment 
in the third largest product in the state’s small group market; (3) the largest national 
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Federal Employees Health Benefit Program plan by enrollment across states that is offered
to federal employees; (4) the largest dental plan under the Federal Employees Dental and
Vision Insurance Program, for pediatric oral care benefits; (5) the largest vision plan under
the Federal Employees Dental and Vision Insurance Program, for pediatric vision care 
benefits; and (6) habilitative services as described in section 156.110(f) or 156.115(a)(4). 

Multi-State Plans 

13. The Office of Personnel Management is required to certify Multi-State Plans that must be 
included in every Exchange. How will you ensure that Multi-State Plans compete on a level 
playing field and are compliant with state laws? 

A.  	The U.S. Office of Personnel Management released a proposed rule implementing the Multi-
State Plan Program on November 30, 2012. To ensure that the Multi-State Plans are 
competing on a level playing field with other plans in the marketplace, the proposed
regulation largely defers to state insurance law and the standards promulgated by HHS and
states related to qualified health plans. Under the proposal, Multi-State Plans will be 
evaluated based largely on the same criteria as other qualified health plans operating in 
Exchanges. The few areas in which the Office of Personnel Management proposes different 
regulatory standards from those applicable to qualified health plans are areas where the 
Office of Personnel Management has extensive experience through its administration of the
Federal Employees Health Benefits Program. However, in order to ensure that these few
differences will not create any unfair advantages, the Office of Personnel Management seeks 
comment from states and other stakeholders on these proposals. The regulation appeared
in the Federal Register on December 5, 2012, and the comment period runs through January
4, 2013. 

Bridge Plan 

14. Can a state-based Exchange certify a Medicaid bridge plan as a qualified health plan? 

A.  	Yes. HHS has received questions about whether a state could allow an issuer that contracts 
with a state Medicaid agency as a Medicaid managed care organization to offer qualified
health plans in the Exchange on a limited-enrollment basis to certain populations. This type
of limited offering would permit the qualified health plan to serve as a “bridge” plan 
between Medicaid/CHIP coverage and private insurance. This would allow individuals
transitioning from Medicaid or CHIP coverage to the Exchange to stay with the same issuer
and provider network, and for family members to be covered by a single issuer with the 
same provider network. This approach is intended to promote continuity of coverage 
between Medicaid or CHIP and the Exchange. 

In general, an Exchange may allow an issuer with a state Medicaid managed care
organization contract to offer a qualified health plan as a Medicaid bridge plan under the
following terms: 

•	 The state must ensure that the health insurance issuer complies with applicable laws, and 
in particular with section 2702 of the Public Health Service Act. Consistent with section 
2702(c) of the Public Health Service Act, a health plan whose provider network reaches
capacity may deny new enrollment generally while continuing to permit limited 
enrollment of certain individuals in order to fulfill obligations to existing group contract 
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holders and enrollees. Therefore, if the issuer demonstrates that the provider network
serving the Medicaid managed care organization and bridge plan has sufficient capacity 
only to provide adequate services to bridge plan eligible individuals and existing 
Medicaid and/or CHIP eligible enrollees, the bridge plan could generally be closed to 
other new enrollment. However, in order to permit additional enrollment to be limited 
to bridge plan eligible individuals, the state must ensure there is a legally binding 
contractual obligation in place requiring the Medicaid managed care organization issuer
to provide such coverage to these individuals. We note that any such contract would
need to have provisions to prevent cost-shifting from the non-Medicaid/CHIP
population to the Medicaid/CHIP population. We also note that the guaranteed
availability provision of section 2702 of the Public Health Service Act is an important
protection that provides consumer access to the individual and small group markets.
Accordingly, we plan to construe narrowly the network capacity exception to the
general guaranteed issue requirement. 

•	 The Exchange must ensure that a bridge plan offered by a Medicaid managed care 
organization meets the qualified health plan certification requirements, and that having 
the Medicaid managed care organization offer the bridge plan is in the interest of 
consumers. 

•	 As part of considering whether to certify a bridge plan as a qualified health plan, the 
Exchange must ensure that bridge plan eligible individuals are not disadvantaged in terms 
of the buying power of their advance payments of premium tax credits. 

•	 The Exchange must accurately identify bridge plan eligible consumers, and convey to the 
consumer his or her qualified health plan coverage options. 

•	 The Exchange must provide information on bridge plan eligible individuals to the federal 
government, as it will for any other individuals who are eligible for qualified health plans 
on the Exchange, to support the administration of advance payments of premium tax 
credits. This will be done using the same mechanism that will be in place for the larger
Exchange population. 

Successful implementation of a Medicaid bridge plan will involve a high degree of
coordination between the state Medicaid agency, department of insurance and the
Exchange. States operating State-Based Exchanges will be best positioned to achieve the 
level of coordination needed to implement and support the offering of a Medicaid bridge 
plan on an Exchange. Additional guidance will be issued soon. 

Pre-Existing Condition Insurance Plan and Other High-Risk Pools 

15. Does the federal government intend to maintain the Pre-Existing Condition Insurance Plan 
program beyond 2014? How will state high risk pools be affected by the affordability and 
insurance market reforms in 2014? 

A.  	Under the Affordable Care Act, coverage for persons under the Pre-Existing Condition 
Insurance Plan program (whether federally-run or state-run in a state) will generally not 
extend beyond January 1, 2014, which is when all individuals will be able to access coverage 
without any pre-existing condition exclusions in the individual market. The transitional 
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reinsurance program is expected to help stabilize premiums in the individual market by 
reimbursing issuers who enroll high cost individuals, such as those currently enrolled in the
Pre-Existing Condition Insurance Plan, as they enter that market. 

In the notice of proposed rulemaking on the health insurance market rules (77 Fed. Reg.
70584; November 26, 2012), we noted that we are exploring ways in which states could
continue to run their existing high risk pools (i.e., separate from the Pre-Existing Condition
Insurance Pool program) beyond 2014. 

Basic Health Plan 

16. Will HHS issue federal guidance and regulation regarding implementation of the Basic 
Health Plan? 

A.  	Yes. HHS plans to issue guidance on the Basic Health Plan in the future. States interested in 
this option should continue to talk to HHS about their specific questions related to the
implementation of the Basic Health Plan. 

CONSUMERS 

Consumer Outreach 

17. How does HHS plan to conduct outreach about the Exchanges and new coverage options? 
Will outreach materials be tailored to each state? Will states be able to provide HHS with 
input in developing materials? 

A.  	Education and outreach are high priorities for implementing the changes coming in 2014.
HHS plans to conduct outreach to consumers in a variety of ways, including the Navigator 
program, in-person assistance, the internet, and call centers. States and other stakeholders
definitely will be able to provide input in developing its outreach approach to consumers. 

18. How does HHS plan to operate the Navigator program for the Federally-Facilitated 
Exchanges? How many and what types of Navigators will there be in a particular state? 
What will their roles be? Can states require Navigators to hold a producer license? If not, 
what type of training or certification will they receive? 

A.  	Section 1311(i) of the Affordable Care Act directs an Exchange – whether a State-Based
Exchange or a Federally-Facilitated Exchange – to establish a program under which it 
awards grants to Navigators. Section 1311(i) and 45 C.F.R. section 155.210 articulate the 
required duties of a Navigator. In addition, section 155.210(c)(2) directs that the Exchange 
select two different types of entities as Navigators, one of which must be a community and
consumer-focused non-profit group. This program is further described in the “General 
Guidance on Federally-facilitated Exchanges.” 

The number of Navigators per state served by a Federally-Facilitated Exchange will be 
contingent upon the total amount of funding available as well as the number of applications 
that we receive in each state in response to the forthcoming Navigator Grant Funding 
Opportunity Announcement that we plan to issue early next year to support the Federally-
Facilitated Exchanges. 
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Additionally, a state or Exchange cannot require Navigators to hold a producer license (i.e.,
a license as an agent or broker) for the purpose of carrying out any of the duties required of
Navigators in section 1311(i)(3) of the Affordable Care Act and 45 C.F.R. section 155.210(e). 
Because the law directs Navigators to carry out all required duties, linking a producer
license to any one of those specific duties would have the effect of requiring all Navigator
entities, their employees, and their sub-grantees to hold a producer license. As described
above, this would prevent the application of the standard set forth in 45 C.F.R. section
155.210(c)(2) that at least two different types of entities must serve as Navigators. As such, 
and as provided by section 1321(d) of the Affordable Care Act, any state laws which would
require all Navigators to hold a producer license would be preempted by 45 C.F.R. section
155.210(c)(2). 

In Federally-Facilitated Exchanges and State Partnership Exchanges, individuals selected to 
receive Navigator grants or working for entities selected to receive Navigator grants must 
successfully participate in an HHS-developed and administered training program, which
will include a certification examination pursuant to 45 C.F.R. section 155.210(b). In 
addition, under state law, states may impose Navigator-specific licensing or certification 
requirements upon individuals and entities seeking to operate as Navigators, so long as
such licenses or certifications are not preempted by the requirement to award to different 
types of entities identified in 45 C.F.R. section 155.210(c)(2), such as producer licenses. 

19. What does HHS expect that states in a State Partnership Exchange must do to fulfill their 
obligations regarding in-person consumer assistance? How will the state-specific in-person 
consumer assistance programs be integrated with the Navigator program? 

A.  	In-person assistance programs are an additional mechanism through which Exchanges may 
meet the consumer assistance responsibilities of the Exchange under 45 C.F.R. section
155.205(d) and (e). As described in the Federally-facilitated Exchange Guidance, states
operating under a State Partnership Exchange will build and operate an in-person 
assistance program, for which grant funding is available under section 1311 of the
Affordable Care Act, distinct from the Navigator program for that Exchange. State-Based
Exchanges may do so as well. The purpose of providing multiple tools for in-person 
assistance is to ensure that all consumers can receive help when accessing health insurance 
coverage through an Exchange. 

Consumer Eligibility and Enrollment 

20. What information will consumers provide in the single streamlined application? What is 
the process/timeline for the approval of a state-specific single streamlined application? 

A.  	Section 1413 of the Affordable Care Act directs HHS to develop a single, streamlined
application that will be used to apply for coverage through qualified health plans, Medicaid
and CHIP. In addition, it can be used by persons seeking the advance payment of premium 
tax credits and cost sharing reductions available for qualified health plans through the
Exchange. In consultation with states and other stakeholders, and with the benefit of
extensive consumer testing, HHS has been developing an on-line and paper version of the 
single, streamlined application. We are releasing information on a rolling basis both to seek
public comment and to support states in their eligibility system builds. 
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In July 2012, HHS published a notice in the Federal Register outlining the initial data 
elements that will be included in the streamlined application for public comment. HHS
received over 60 comments from states and other stakeholders that have helped inform our
ongoing development work. These comments, coupled with ongoing consumer testing, have 
helped us refine and improve the application. 

Consumer testing and extensive consultation with states and consumer groups continues. 
HHS expects to provide the final version of the online and paper application in early 2013
and will also work with states that seek Secretarial approval for their own application. 

21. What will consumers be told if it appears they are not eligible for Medicaid, CHIP, or 
advance payments of premium tax credits? 

A.  	A qualified individual still will have the option to purchase a qualified health plan through
the Exchange if he or she is not eligible for Medicaid. CHIP or an advance payment of a
premium tax credit. As outlined in 45 C.F.R. section 155.310(g), Exchanges will provide
timely written notice to an applicant of any eligibility determination made by the Exchange.
45 C.F.R. section 155.230(a) provides further detail on the content of notices, including that 
notices contain contact information for available customer service resources and an 
explanation of appeal rights, if applicable. 

22. How will HHS help Exchanges with the eligibility process for exemptions from the shared 
responsibility payment for individuals? 

A.  	Section 1311(d)(4)(H) of the Affordable Care Act specifies that the Exchange will issue 
certificates of exemption from the shared responsibility payment described in section
5000A of the Internal Revenue Code, which otherwise applies to individuals who do not
maintain minimum essential coverage. In the “State Exchange Implementation Questions 
and Answers” released on November 29, 2011, we indicated that a State-Based Exchange 
could either conduct this assessment itself or use a federally-managed service for
exemptions from the shared responsibility payment. We included this option in the
Exchange Blueprint. State-Based Exchanges can also choose to conduct this function 
independently. 

With this service, the Exchange will accept an application for an exemption, and then 
transfer the information contained on the application to HHS through a secure, electronic 
transaction. HHS will conduct relevant verifications and return an eligibility determination 
to the Exchange, which will then notify the individual who submitted the application. The 
Exchange and HHS will share responsibility for customer service. To the extent that an 
individual’s situation changes during the year, he or she would be required to submit an 
update to the Exchange, which will then transfer it to HHS to process. This configuration 
limits the level of effort required on the part of the Exchange, while ensuring that the
Exchange complies with the statutory direction to issue certificates of exemption. 

HHS will provide additional information regarding exemptions shortly, including technical
specifications for the application and for the application transfer service. 
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Consumer Experience 

23. How will the Federally-Facilitated Exchange display qualified health plan options to 
consumers? Will consumers see all of their options or just those that are “best” for them? 
Will the Federally-Facilitated Exchange allow individuals who are eligible for Medicaid or 
CHIP to purchase qualified health plans instead? 

A.  	Consumers will see all qualified health plans, including stand-alone dental plans, certified to
be offered through the Federally-Facilitated Exchange, offered in their service area. HHS is 
developing ways for consumers to sort qualified health plan options based on their
preferences. 

Qualified individuals who are Medicaid or CHIP eligible are allowed to purchase qualified
health plans instead of receiving coverage through the Medicaid or CHIP programs. 
However, they are not eligible to receive advance payments of premium tax credits or cost-
sharing reductions to help with the cost of purchasing qualified health plans through an 
Exchange. 

MEDICAID 

Expansion 

24. Is there a deadline for letting the federal government know if a state will be proceeding 
with the Medicaid expansion? How does that relate to the Exchange declaration deadline? 
Is HHS intending to provide guidance to states as to the process by which state plan 
amendments are used to adopt Medicaid expansion under the Affordable Care Act? 

A.  	No, there is no deadline by which a state must let the federal government know its intention 
regarding the Medicaid expansion. Nor is there any particular reason for a state to link its 
decision on the Exchange with its decision on the Medicaid expansion. States have a
number of decision points in designing their Medicaid programs within the broad federal
framework set forth in the federal statute and regulations, and the decision regarding the
coverage expansion for low-income adults is one of those decisions. 

As with all changes to the Medicaid state plan, a state would indicate its intention to adopt 
the new coverage group by submitting a Medicaid state plan amendment. If a state later
chooses to discontinue coverage for the adult group, it would submit another state plan
amendment to CMS. The state plan amendment process is itself undergoing modernization. 
As part of an overall effort to streamline business processes between CMS and states, in 
early 2013 CMS will begin implementing an online state plan amendment system to assist 
states in filing state plan amendments. We will be discussing the submission process for
Affordable Care Act-related state plan amendments on our monthly State Operations and
Technical Assistance calls with states and will be available to answer questions through that 
process. 

While states have flexibility to start or stop the expansion, the applicable federal match
rates for medical assistance provided to “newly eligible individuals” are tied by law to 
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specific calendar years outlined in the statute: states will receive 100 percent support for
the newly eligible adults in 2014, 2015, and 2016; 95 percent in 2017, 94 percent in 2018,
93 percent in 2019; and 90 percent by 2020, remaining at that level thereafter. 

25. If a state accepts the expansion, can a state later drop out of the expansion program? 

A.  	Yes. A state may choose whether and when to expand, and, if a state covers the expansion 
group, it may decide later to drop the coverage. 

26. Can a state expand to less than 133% of FPL and still receive 100% federal matching 
funds? 

A.  	No. Congress directed that the enhanced matching rate be used to expand coverage to
133% of FPL.  The law does not provide for a phased-in or partial expansion. As such, we 
will not consider partial expansions for populations eligible for the 100 percent matching
rate in 2014 through 2016. If a state that declines to expand coverage to 133% of FPL
would like to propose a demonstration that includes a partial expansion, we would consider
such a proposal to the extent that it furthers the purposes of the program, subject to the 
regular federal matching rate. For the newly eligible adults, states will have flexibility
under the statute to provide benefits benchmarked to commercial plans and they can design 
different benefit packages for different populations. We also intend to propose further
changes related to cost sharing. 

In 2017, when the 100% federal funding is slightly reduced, further demonstration 
opportunities will become available to states under State Innovation Waivers with respect 
to the Exchanges, and the law contemplates that such demonstrations may be coupled with
section 1115 Medicaid demonstrations. This demonstration authority offers states 
significant flexibility while ensuring the same level of coverage, affordability, and
comprehensive coverage at no additional costs for the federal government. We will
consider section 1115 Medicaid demonstrations, with the enhanced federal matching rates, 
in the context of these overall system demonstrations. 

27. Do you still support the Medicaid blended FMAP (matching rate) proposal in your budget? 

A.  	No. We continue to seek efficiencies and identify opportunities to reduce waste, fraud and
abuse in Medicaid, and we want to work with Congress, states, and stakeholders to achieve 
those goals while expanding access to affordable health care.  The Supreme Court decision 
has made the higher matching rates available in the Affordable Care Act for the new groups
covered even more important to incentivize states to expand Medicaid coverage. The 
Administration is focused on implementing the Affordable Care Act and providing 
assistance to states in their efforts to expand Medicaid coverage to these new groups. 

28. How does the Supreme Court ruling affect the interaction between the Exchanges and 
Medicaid? Will a state’s decision whether or not to proceed with the Medicaid expansion 
have implications for the Exchange’s ability to make Medicaid eligibility determinations? 

A.  	As the letter from Secretary Sebelius to Governors sent on July 10, 2012 and the letter from
the CMS Acting Administrator Marilyn Tavenner sent on July 13, 2012 stated, the Supreme 
Court’s decision affects the financial penalty that applies to a state that does not expand
Medicaid coverage to 133% of the federal poverty level under the Affordable Care Act. No 
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other provisions of the law were affected. Thus regardless of whether a state adopts the
Medicaid expansion, the provisions related to coordination with the Exchange, including the
use of standard income eligibility methods, apply. An Exchange in each state will make
either a Medicaid eligibility determination or a Medicaid eligibility assessment (at the
state’s option) based on the Medicaid rules in the state, including the income levels at which
the state’s Medicaid program provides coverage. 

29. What help will be available to states to accommodate the added administrative burdens 
and costs they will have to bear if they expand coverage in Medicaid? 

A.  	We have provided 90 percent federal matching funds for the new or improved eligibility 
systems that states are developing to accommodate the new modified adjusted gross 
income rules and to coordinate coverage with the Exchange. To further reduce system 
costs, we have promoted ways for states to share elements of their system builds with each
other, and we will be sharing the business rules for adopting modified adjusted gross 
income in the new eligibility systems. In addition we are designing, with extensive state 
and stakeholder consultation, a new combined and streamlined application that states can 
adopt (or modify subject to Secretarial approval). And, we will continue exploring 
opportunities to provide States additional support for the administrative costs of eligibility 
changes. These and other initiatives relating to state systems development will lower
administrative costs. 

Implementation of the on-line application system, the new data-based eligibility rules, 
verification and renewal procedures and states’ access to the federally-managed data 
services hub (“the hub”) will collectively help defray states’ ongoing costs and result in 
greater efficiency in the long term. For example, states will be able to electronically verify 
eligibility factors through the hub, where previously they had to verify through multiple
federal venues. This is expected to lower the per-person administrative costs of enrollment 
and renewal for both newly and currently eligible individuals. As stated in previous 
guidance, no charge will be imposed on states for use of the hub, nor for the required data 
accessed there. In addition, it is anticipated that many individuals—both those who are 
eligible under current state eligibility rules as well as those who are eligible under the adult 
expansion—will apply for coverage via the Exchange. Our rules provide states the option to
have the Exchange determine eligibility for Medicaid or to assess eligibility for Medicaid, in 
both cases using the state’s eligibility rules and subject to certain standards. No charge will
be imposed on states for the Medicaid determinations or assessments conducted by the
Exchanges. 

30. CMS has released 90/10 funding in order for states to improve their eligibility systems for 
Medicaid. Will that funding continue? 

A.  	Yes. “90/10” funding remains available through December 31, 2015 for Medicaid eligibility 
system design and development, and the enhanced 75 percent matching rate will be 
available indefinitely for maintenance and operations of such systems as long as the
systems meet applicable program requirements. 

In previous guidance, we have assured states that the 90/10 and 75/25 percent funding for
eligibility systems will be available without regard to whether a state decides to expand its
program to cover newly eligible low-income adults. We reiterate that system
modernization will be supported and the enhanced matching funds will be available 
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regardless of a state’s decision on expansion. Additionally, we will continue exploring 
opportunities to provide States additional support for the administrative costs of eligibility 
changes. 

31. Will low-income residents in states that do not expand Medicaid to 133 percent of the FPL 
be eligible for cost sharing subsidies and tax credits to purchase coverage through an 
Exchange? 

A.  	Yes, in part. Individuals with incomes above 100 percent of the federal poverty level who
are not eligible for Medicaid, the Children’s Health Insurance Program (CHIP) or other
minimum essential coverage will be eligible for premium tax credits and cost sharing 
reductions, assuming they also meet other requirements to purchase coverage in the
Exchanges. 

32. Can states that are “expansion states” under the law receive newly eligible matching rate 
for some populations in their state? 

A.  	Yes. The expansion state Federal Medical Assistance Percentage, or matching rate, 
described in section 1905(z)(2) of the Social Security Act is available to some states that 
expanded Medicaid coverage prior to enactment of the Affordable Care Act, but does not 
exclude those states from receiving the increased newly eligible match for expenditures for
beneficiaries who meet the statutory qualifications. If a population covered by a state that 
qualifies as an expansion state meets the criteria for the newly eligible matching rate, the 
state will receive the newly eligible matching rate for that population. States will receive 
the highest matching rate possible for a given population; being an expansion state will
never disadvantage the state in terms of matching rates for that population. 

The following are several examples of circumstances in which an expansion state will
receive the newly eligible matching rate for some beneficiaries: 

•	 States are considered expansion states if, as of March 23, 2010, they provided
coverage that meets the standards specified in section 1905(z)(3) of the Act to both
childless adults and parents up to at least 100 percent of the federal poverty level. If
a state provided Medicaid coverage up to 100 percent of the federal poverty level
but not above, expenditures for individuals between 100 and 133 percent of the
federal poverty level would qualify for the newly eligible matching rate. 

•	 States that qualify as expansion states may have offered less than full benefits, 
benchmark benefits, or benchmark-equivalent benefits.  Individuals who received 
limited benefits under a Medicaid expansion will qualify as “newly eligible”
individuals and the newly eligible matching rate will apply. 

•	 States that qualify as expansion states based on the provision of state-funded
coverage will receive the newly eligible matching rate for people previously covered
by the state-only program, since they will be newly eligible for Medicaid coverage. 

The expansion state matching rate is only available for expenditures for non-pregnant,
childless adult populations described in the new low-income adult group. CMS will work
with states to ensure that the correct matching rate is applied to expenditures for
populations in expansion states that qualify as newly eligible. 
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Flexibility for States 

33. What specific plans and timeline do you have for enacting the reforms and flexibility 
options for Medicaid that you spoke of in 2009? When can states give further input on the 
needed reforms? 

A.  	CMS continues to work closely with states to provide options and tools that make it easier
for states to make changes in their Medicaid programs to improve care and lower costs. In 
the last six months, we have released guidance giving states flexibility in structuring 
payments to better incentivize higher-quality and lower-cost care, provided enhanced
matching funds for health home care coordination services for those with chronic illnesses, 
designed new templates to make it easier to submit section 1115 demonstrations and to
make it easier for a state to adopt selective contracting in the program, and developed a 
detailed tool to help support states interested in extending managed care arrangements to 
long term services and supports. We have also established six learning collaboratives with
states to consider together improvements in data analytics, value-based purchasing and
other topics of key concern to states and stakeholders, and the Center for Medicare and
Medicaid Innovation has released several new initiatives to test new models of care relating 
to Medicaid populations. Information about these and many other initiatives are available 
on Medicaid.gov. We welcome continued input and ideas from states and others.
States can implement delivery system and payment reforms in their programs whether or
not they adopt the low-income adult expansion. With respect to the expansion group in
particular, states have considerable flexibility regarding coverage for these individuals. For
example, states can choose a benefit package benchmarked to a commercial package or
design an equivalent package. States also have significant cost-sharing flexibility for
individuals above 100% of the federal poverty level, and we intend to propose other cost-
sharing changes that will modernize and update our rules. 

34. Will the federal government support options for the Medicaid expansion population that 
encourage personal responsibility? 

A.  	Yes, depending on its design. We are interested in working with states to promote better
health and health care at lower costs and have been supporting, under a demonstration 
established by the Affordable Care Act, state initiatives that are specifically aimed at 
promoting healthy behaviors. Promoting better health and healthier behaviors is a matter
of importance to the health care system generally, and state Medicaid programs, like other
payers, can shape their benefit design to encourage such behaviors while ensuring that the
lowest income Americans have access to affordable quality care. We invite states to
continue to come to us with their ideas, including those that promote value and individual
ownership in health care decisions as well as accountability tied to improvement in health
outcomes. We note in particular that states have considerable flexibility under the law to
design benefits for the new adult group and to impose cost-sharing, particularly for those 
individuals above 100% of the federal poverty level, to accomplish these objectives, 
including Secretary-approved benchmark coverage 

35. Will CMS approve global waivers with an aggregate allotment, state flexibility, and 
accountability if states are willing to initiate a portion of the expansion? 

A.  	Consistent with the guidance provided above with respect to demonstrations available
under the regular and the enhanced matching rates, CMS will work with states on their 
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proposals and review them consistent with the statutory standard of furthering the
interests of the program. 

MAGI 

36. Will states still be required to convert their income counting methodology to Modified 
Adjusted Gross Income (MAGI) for purposes of determining eligibility regardless of 
whether they expand to the adult group? If so, how do states link the categorical eligibility 
criteria to the MAGI? 

A.  	Yes, as required by law. Conversion to modified adjusted gross income eligibility rules will
apply to the nonelderly, nondisabled eligibility groups covered in each state, effective 
January 2014, without regard to whether a state expands coverage to the low-income adult 
group. The new modified adjusted gross income rules are aligned with the income rules that 
will be applied for determination of eligibility for premium tax credits and cost-sharing 
reductions through Exchanges; the application of modified adjusted gross income to
Medicaid and CHIP will promote a simplified, accurate, fair, and coordinated approach to
enrollment for consumers. CMS has been working with states to move forward with
implementation of the modified adjusted gross income rules, and consolidation and
simplification of Medicaid eligibility categories. 

DSH 

37. The Disproportionate Share Hospital allotments will be reduced starting in 2014 using a 
methodology based on the reduction in the number of uninsured. One, when will HHS issue 
the regulations and methodology for this reduction? Two, for a state that does not see a 
decrease in its uninsured population, will the remaining states absorb the full reduction? Is 
HHS planning any modification to the manner in which it will reduce DSH allotments as it 
relates to states that do not expand? 

A.  	The law directs HHS to develop a methodology to reduce Disproportionate Share Hospital
(DSH) funding over time in a way that is linked to reductions in the number of uninsured or
how states target their funds. We have heard from states and health care providers about
their concerns related to this change and are exploring all options. The Department will
propose this methodology for public comment early next year. 

COORDINATION BETWEEN EXCHANGES AND OTHER PROGRAMS 

38. How can states use premium assistance to help families that are split among the Exchange, 
Medicaid, and the Children’s Health Insurance Program (CHIP) enroll in the same plans? 

A.  	In 2014, some low-income children will be covered by Medicaid or CHIP while their parents
obtain coverage on the Exchange with advance payments of the premium tax credit. 
Premium assistance, an option under current law, provides an opportunity for state
Medicaid and CHIP programs to offer coverage to such families through the same coverage 
source, even if supported by different payers. Under Medicaid and CHIP statutory options, 
states can use federal and state Medicaid and CHIP funds to deliver Medicaid and CHIP 
coverage through the purchase of private health insurance. Most commonly, states have 
used premium assistance to help Medicaid/CHIP eligible families pay for available 
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employer-based coverage that the state determines is cost effective. There are cost sharing 
assistance and benefit wrap-around coverage requirements, to the extent that the insurance 
purchased with Medicaid and/or CHIP funds does not meet Medicaid or CHIP standards. In 
both Medicaid and CHIP, premium assistance is authorized for group health coverage and,
under some authorities, for health plans in the individual market, which, in 2014 would
include qualified health plans available through the Exchange. Please note that advance 
payments of the premium tax credit and cost-sharing reductions are not available for an 
individual who is eligible for Medicaid or CHIP. The statutory authorities that permit use of
title XIX or title XXI funds to be used for premium assistance for health plans in the
individual market, including qualified health plans in the Exchange, are sections 1905(a)
and 2105(c)(3) of the Social Security Act. 

For example, beginning in 2014, when a child is eligible for Medicaid/CHIP and the parent is 
enrolled in a qualified health plan through the Exchange, a state Medicaid or CHIP program 
could use existing premium assistance authority to purchase coverage for a Medicaid or
CHIP-eligible child through that qualified health plan. The premium tax credit would not be 
available to help cover the cost of coverage for these children. As noted above, with respect 
to the children, the state would adhere to federal standards for premium assistance, 
including providing wrap-around benefits, cost sharing assistance, and demonstrating cost-
effectiveness, as appropriate. A State-Based Exchange may be able to support such an 
option, and in states where a Federally-Facilitated Exchange is operating, a State Medicaid
or CHIP agency may be able to take this approach by making arrangements with qualified
health plans to pay premiums for individuals. We will be working with states interested in 
this option to consider how the state Medicaid and CHIP agency can coordinate with the 
Exchange to establish and simplify premium assistance arrangements. 

39. How can states use premium assistance to promote continuity of care when individuals 
move between Exchange, CHIP, and Medicaid coverage? 

A.  	The Affordable Care Act envisions and directs that there be a coordinated system for
making eligibility determinations between Medicaid, CHIP and the Exchange to avoid gaps 
in coverage as individuals’ income fluctuates. Smooth eligibility transitions will not 
necessarily prevent people from having to select a new plan and/or provider when they
lose eligibility for one insurance affordability program and gain eligibility for another. The 
extent to which such changes in plans and providers occur will depend on whether and to
what degree plans participate in both the Exchange and in Medicaid and CHIP, and the
networks in such plans. 

Premium assistance can help address this issue, while encouraging robust plan 
participation in Medicaid, CHIP, and the Exchange. As discussed above, this option permits 
state Medicaid or CHIP programs to use premium assistance to enroll a Medicaid or CHIP
eligible individual or family in a qualified health plan through the Exchange. States may be 
most interested in this option for families close to the top of the Medicaid income limit.
Under this arrangement, if a family’s income changes such that some or all members of the
family become ineligible for Medicaid or CHIP and eligible for a premium tax credit to help 
cover the cost of a qualified health plan through the Exchange, it would be less likely that 
members moving into Exchange coverage would need to change plans or providers. 
Similarly, premium assistance could help increase the likelihood that individuals moving 
from Exchange coverage into Medicaid or CHIP may remain in the same qualified health
plan in which they had been enrolled through the Exchange. 



 

 

 
          

            
        

   

As discussed above, premium assistance options in Medicaid and CHIP are subject to federal
standards related to wrap around benefits, cost sharing and cost effectiveness. There may 
also be an opportunity for states to promote continuity of coverage through “bridge plans” 
as described earlier. 
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