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AFFORDABLE CARE ACT IMPLEMENTATION:
EXAMINING HOW TO ACHIEVE A SUCCESS-
FUL ROLLOUT OF THE SMALL BUSINESS
EXCHANGES

WEDNESDAY, NOVEMBER 20, 2013

UNITED STATES SENATE,
COMMITTEE ON SMALL BUSINESS
AND ENTREPRENEURSHIP,
Washington, DC.

The committee met, pursuant to notice, at 10:00 a.m., in Room
428-A, Russell Senate Office Building, Hon. Mary L. Landrieu
(Chair of the Committee) presiding.

Present: Senators Landrieu, Shaheen, Heinrich, Booker, Risch,
Vitter, Scott, Fischer, Enzi, and Ron Johnson of Wisconsin.

OPENING STATEMENT OF HON. MARY L. LANDRIEU, CHAIR,
AND A U.S. SENATOR FROM LOUISIANA

Chair LANDRIEU. Good morning, everyone, and if we could take
our seats and welcome to this important hearing this morning.

The purpose of today’s hearing is to explore the success stories
of the rollout of the Affordable Care Act in states throughout the
country where teamwork and cooperation has proven to be exceed-
ingly effective.

We will also hear from a federal panel that will talk about the
federal rollout and some of the challenges that have presented
themselves. Normally, we have the federal panel first and the state
panel second. But at the discretion of the Chair, I reversed it but
required the federal leaders to be here to hear from the state ex-
changes and from individual business owners about how the situa-
tion could be improved.

I would like to begin by quoting, I think it was Mark Twain who
said, “A lie can get halfway around the world before truth gets out
of bed in the morning and puts its boots on.”

So, this morning we are going to try to give truth a chance.

Thank you for joining us for this hearing. The Affordable Care
Act passed, as we all know, in March of 2010 and was signed into
law by the President three days later. That was over three and a
half years ago.

Last year, the Supreme Court upheld one of the essential compo-
nents of this law, including the no free rider provision, requiring
full participation through private and public health insurance mar-
ketplaces.

o))



2

The goals of the Affordable Care Act at the time we passed the
law were implemented for creating a workforce that was healthy
because only a healthy workforce can be a strong workforce and
America needs the strongest workforce we can get so we can con-
tinue to have the strongest economy in the world.

Those were the goals three and a half years ago. That is the hope
and promise today.

There were four specific goals of the Affordable Care Act. One,
to slow skyrocketing health care costs and reduce what America
spends on health care as a share of our GDP. It was rising from
15 percent to 16.5 and headed very soon to 19. That trend has been
reversed.

To use the power, not of the government but of the private sector
competition, the proven power of private sector competition to rein
in costs and improve quality care and coverage.

To provide the first opportunity in the history of our country,
whether union or nonunion, middle, high, or low income wage earn-
er, whether self-employed, small or large business to access afford-
able quality health care.

And one of the most exciting and under appreciated features of
the Affordable Care Act and one that this Committee has focused
a great deal of work is that it provided for the first time a key to
Americans to unlock them from job-lock which prevents individuals
in every state, including my own, from starting a new business be-
cause the risk associated with leaving full and good employment
with full and good health care coverage causes them to stay some-
times in companies where they themselves might even do a better
job starting their own providing disruptive technology or good serv-
ices.

I am proud to hand many of our entrepreneurs that key and in-
tend to do so.

According to the Robert Wood Johnson Foundation, nearly 1.5
million Americans, including 25,000 Louisianians, will become self-
employed thanks to this bill, allowing them to fulfill their dream
of becoming entrepreneurs, to pursue their dreams, to create the
product or the system or service that they have dreamed about and
have health insurance which was not possible before the Affordable
Care Act.

Fourth, to provide coverage to millions of low income and work-
ing-class families that work 40, 50, and 60 hours a week and
worked for decades and yet could not afford health care in the
United States of America.

The way that this bill has been crafted, they will, if the gov-
ernors would expand Medicaid, to be able to choose their hospitals,
doctors, and have health care. Unfortunately, many of our gov-
ernors are standing in the way.

This is the hope and vision that we fought for. It is still worth
fighting for now.

The focus of today’s hearing will be specifically, though, on cov-
erage options and access to our small businesses or businesses re-
gardless of size, and I want to be clear. This is about the self-em-
ployed, about the growing percentage of our population that call
themselves contractors because of the way our economy is struc-
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tured to be very flexible and independent, small businesses below
50 and small businesses above.

Now, we all know the rollout of the federal marketplace for indi-
viduals as not worked as well as we had hoped. We know that
there are many challenges. We will hear about those today.

But thank goodness there are bright examples throughout the
United States where the ACA’s vision is working and we are going
to hear from those states today.

Specifically, we are going to hear from representatives leading
the implementation of the SHOP marketplaces now open at the
state level to understand both the challenges and the successes ex-
perienced by those states who accepted the responsibility to build
their own exchanges, who accepted the challenge of the Federal
Government to say we cannot always do things right. Here, we will
give you the option to do it.

Some of our governors were brave enough to do so; others were
not.

Usually, this Committee hears from federal officials, as I said,
but I have asked them specifically to be in the room because they
need to hear the best practices about what is going on around the
country so they can get a better understanding of what we are try-
ing to do. We will also be hearing from representatives of federal
agencies, et cetera.

Now, let me go into a few more things and the time that I take
will be given equally to the minority.

Before we begin, I would like to take a moment to put today’s
discussion into context. As we were debating the Health Reform
Act in 2009 and I was here and robustly engaged in that debate
and helped to design the system that we have now which was a
compromised system between a government-run, single-payer sys-
tem and a medical savings account system with no floor or no safe-
ty net, we designed this.

It was particularly for 96 percent of all businesses that employ
fewer than 50 people who were struggling to remain competitive
and we were focused on helping them.

Small businesses were paying an average of 18 percent more
than big business for health insurance that was not the same qual-
ity and they saw their health care costs increase faster than the
prices of products and services they were selling. The record says
four times faster than the rate of inflation between 2001 and 2009.

After the number of employers offering coverage remained rel-
atively flat in the 1990s, average annual family premiums for
workers at small businesses increased by 123 percent, from 5700
in 1999 to 12,700 in 2009.

So, in the rate of increase was going up substantially before the
Affordable Care Act which is one of the reasons it was passed to
try to taper down those rates and get them lower.

The percentage of small firms offering coverage started falling
from 65 percent to 59 percent, and it was spiraling downward. It
is no wonder that since 1986 one concern for every small business
every year has been access to affordable care and this is not from
a liberal think tank. This is the finding of the National Federation
of Independent Business. They have testified before our Committee
on many occasions.
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This made reform, in my mind, imperative and the small busi-
ness health care marketplace an important tool towards increasing
choice and competition, reducing costs for small business and pro-
viding coverage to their employees that serve as the backbone of
this American economy and a model for the world.

A SHOP is an online marketplace where small businesses with
50 or fewer employees can purchase health insurance for their em-
ployees voluntarily because under the Affordable Care Act they are
not required, the businesses are not required, employees can. Func-
tioning SHOP marketplaces will give small business owners the
tools they need to be smart consumers as they choose affordable op-
tions for their businesses without damaging their bottom line and
leveling the playing field with large businesses through improved
access to affordable health benefit options for their employees.

Many are like family. I cannot tell you how many small business
owners have come up to me over the course of the last several
years and said, Senator, I would love to offer my people insurance
but I cannot find it anywhere; and because my best friend to help
me start this businesses wife has cancer, we are now completely
priced out.

How am I going to keep my business because I feel badly because
I do not want to ask him to leave? If he would leave, I could get
insurance for my businesses.

That is a choice I do not think Americans should be making and
I do not want anyone in Louisiana to make that choice or have to
make that choice.

At the end of this month, small businesses with 50 or fewer full-
time equivalents will be eligible, but not required, to purchase and
provide coverage to their employees. Beginning in 2006 (sic), all
SHOPs will be open to employees with up to 100 individuals.

Pooling these eligible, or FTEs, pooling these eligible small busi-
nesses and larger groups will spread risk, allowing insurers to stop
charging higher premiums that accompany the greater uncertainty
about the likely health care costs of small groups.

The new SHOP marketplaces will allow small businesses to com-
pare plans easily which was never, hardly ever possible before, tak-
ing the administrative burden off employers and allowing them to
get back to running their businesses which they do best, not filing
paperwork to get health insurance.

It was a broken market. We intend to fix it.

According to a 2009 Business Roundtable Report, the administra-
tive costs to small businesses through the exchanges would be re-
duced by as much as 22 percent.

I would like my staff to put up what is happening around the
states, and I would like people’s eyes to focus on what is happening
in a good way and still challenging ways.

This is the United States of America. You will recognize it. De-
clared state-based exchanges are in red. Planning for partnership
exchanges are in the gray area, and those states that defaulted to
the Federal Government, and I want to underscore this because
mine is one of them, states that had a chance to set up an ex-
change for their small businesses that were given every oppor-
tunity, and in the case of my State was also attached with a check



5

for $16 billion to help make it work, was rejected by my governor
and by many governors.

And instead they defaulted, at their own choice, not my choice,
at their own choice, not at President Obama’s choice, to let the
Federal Government set up their exchanges and then did nothing
of virtually to help. It is no wonder some of them are not working.

But today we are going to have the opportunity to talk to those
governors and those states, both Republican and Democrat, that
did step up and lead, that did take what was offered to them and
set up exchanges that could work for their small businesses.

Each state has the flexibility to decide how they want to operate
their health insurance marketplaces. As you can see on this map,
there are four different categories that each of the 50 states and
the District of Columbia fit into.

Some states have what they call federally-facilitated exchanges
which means that they are not choosing to set up their own market
and leaving it to the Federal Government. Unfortunately, that
would be mine. I wish I had been given that choice but unfortu-
nately that was one mistake in the bill, leaving it up to governors,
maybe not a mistake but in some cases it was it seems.

Other states are operating partnership exchanges where the Fed-
eral Government operates the marketplace in conjunction with the
state. Some states chose a partnership with the Federal Govern-
ment. We will see how that is working.

And another group of states have split exchanges where the Fed-
eral Government runs the individual marketplace and the state
runs the SHOP marketplace.

The final category is made up of states that run both, their own
individual and small business marketplaces. These states cover ap-
proximately one third of the population of the United States.

This is a big country, and it goes way beyond the Beltway of
Washington D.C. You are going to hear today about one third of
the population that is either working really, really well or it is
working to some degree and with some changes could work better
and a few places where they are having some serious challenges.
But you are going to hear from people that are at least trying.

Kentucky and the District of Columbia are included in this cat-
egory. We will be hearing from representatives of these exchanges
during our first panel this morning. In total, there are 18 states
plus the District of Columbia running their own SHOP exchanges.

And for the record, since this is so important, I want to put these
states in the record. California, Colorado, Connecticut, the District
of Columbia—not a state yet, maybe one day—Hawaii, Idaho, Ken-
tucky, Maryland, Massachusetts, Minnesota, Nevada, New Mexico,
lgTeW York, Oregon, Rhode Island, Utah, Vermont, and Washington

tate.

In all parts of our country, some with Republican governors,
some with Democratic governors, some with Republican legislators,
some with Democratic legislators, but all with people who need
leadership to help them find health care that they can afford.

Nearly 40 percent of all the Nation’s small employers are in
these states. That is who we are focused on today.

We all know that the rollout of the individual insurance ex-
change website has been disappointing to say the least, but today’s
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hearing is focused on implementing the rollout of the SHOP ex-
changes which is the focus of our Committee where we had a lot
of input into how this bill was designed to emphasize the need for
a better rollout, not just for individuals but for small businesses.

Today, as I said, we are joined by states who accepted this chal-
lenge and responsibility to create state-based exchanges and did it
well, as well as those who are having difficulty.

For those states that have made the decision to operate their
own SHOP marketplaces, we are already seeing evidence. I am not
going to repeat everything that is in the testimony but I will say
that for Kentucky, I was completely happy to see and I spoke to
Governor Beshear, Kentucky did what I thought we should do and
I have a bill to correct this, to use their licensed health agents to
sell the policies which is a brilliant idea. We did not do that unfor-
tunately.

And so, they hit the ground running because their agents were
already licensed and understood the market well and were able to
sell. We will hear more about that. That is Kentucky, and you will
hear more about Kentucky.

In D.C., between October 1 and 13, they had more than 84,000
visitors to their website. What I loved about the testimony from
D.C., and you will hear more about it, is that instead of the Cham-
ber of Commerce dragging its feet, he says, the D.C. Chamber of
Commerce, the Greater Washington Area Hispanic Chamber, and
the Restaurant Association partnered to build this exchange and
put their muscle and their brainpower behind it, and it is probably
one of the most successful in the country. Nearly 700 employer ac-
counts have been created using their site.

Finally, in New Mexico, and our senator is here, has seen similar
success as well. They accepted the leadership challenge, and today
1,143 small businesses with 3,192 employees have been registered,
required information with the New Mexico exchange.

If they all fully enroll with the average number of dependents,
that would be a potential total of 8,000 members, and it has just
been opened for a very short period. We will hear more about that.

Making the ACA work the way it was intended is what I intend
to try to do. There are others that have different goals. Ensuring
that these marketplaces work the way they were intended when we
passed the Act is vital to helping the businesses in our country and
families that depend on these businesses to get the help that they
need to stay healthy.

And most importantly for me as a mother, not just to stay
healthy physically but to be mentally free of the worry that any
day your business is one day away from bankruptcy or your family
is one accident away from bankruptcy.

There is no price that you can put, in my view, on peace of mind.
I do not know any economist in the world that could price it but
I could tell you as a mother that it is very costly.

The SHOP marketplaces need to work so that small-business
owners can easily and efficiently compare the different plans avail-
able for themselves which they were never able to do, and their
employees can pick the plan that makes the most sense.
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Now, opponents of the law, and there are many, are fixated, fix-
ated on the problems of the law as opposed to the promise that it
holds. I believe this is wrong.

These problems, while challenging, are fixable. We have fixed
many things in the United States, big things, bold things, and
great things. This is something we can fix.

And regardless of how we voted for the ACA, whether we liked
it or not, it is the law of the land; and in my view, it deserves to
be fixed, not repealed. We have the responsibility to make the Af-
fordalble Care Act work, not because of politics but because of the
people.

This is not about President Obama. It is about the people of the
United States of America. It is about the millions of small business
owners who want desperately to provide quality, affordable health
care to their employees who dreamed about building a business,
who love the people that they work with, and they were never able
to find something that they could afford or count on.

And if they did, they had to compromise below their standards
because I know Americans pretty well and they are very generous
people. And it is about people like Kiwi Armstrong from Baton
Rouge, and independent construction worker. He works on big
projelcts in both oil and gas onshore and off. We have a lot of those
people.

Because of the nature of his employment, he works on several
different projects throughout the course of his year and he is not
a member of a labor union. In 2012, he got nine different W—2s.
He works hard every day.

But the shifting nature of his employment means he cannot get
coverage through his employers. When he tried to get Blue Cross
Blue Shield through his last steady job, they denied him because
of type II diabetes.

Because of the Affordable Care Act, he can get coverage on the
health insurance marketplace. It will be there when he needs it,
and give him flexibility to work any project he wants without wor-
rying about whether it will provide coverage or not.

This is why we are having this hearing today. We are having this
hearing to make sure we are doing everything possible to make
sure that this Act works for small business owners and their em-
ployees.

My goal for this hearing is it will not be occasion for
grandstanding but rather an opportunity to focus on the work be-
fore which is fixing what is broken.

And to do that, we have to be honest with each other and open
to hear testimony about what is working, what is not working; and
when we find something that is not working, how it can be fixed.

Some of our witnesses today are also small business owners that
have yet to realize the benefits that their colleagues in states
where these exchanges are working. Some of these businesses are
in states where the governor has basically said, no, we are sorry,
we do not want to help you. I am sorry that you all are in those
states but that is the situation.

I am going to add one thing for the record and turn it over to
my Ranking Member. There was a study that came out yesterday
that I want to put into the record, a tax study, I have it here.
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This study came out this week. The Supreme Court’s ACA deci-
sion and its hidden surprise for employers. This report is about
Medicaid expansion, and the key finding is, states that do not ex-
pand Medicaid leave employers exposed to higher shared responsi-
bility of payments under the Affordable Care Act. The associated
cost to employers could total $876 million to $1.3 billion each year
in the 22 states that have opposed or leaning against or remain un-
decided. By way of example, the decision in Texas to forgo Medicaid
expansion may increase federal tax penalties on Texas employers
by $299 to $448.

Now, this is from a completely nonpartisan Jackson Hewitt, I
think they prepared tax returns. I do not think they are a stake-
holder group to anyone.

So, because of the decision that Governor Perry made, his deci-
sion, not President Obama’s, is going to cost his businesses more.

Now, I am going to turn this over to Senator Risch. He can have
as much time as I did which I think is probably about 20 minutes,
25 minutes, and then we will go to, your statements will be sub-
mitted to the record and then we are going to go directly to our tes-
timony. I thank all of my colleagues for coming this morning.

OPENING STATEMENT OF HON. JAMES E. RISCH, RANKING
MEMBER, AND A U.S. SENATOR FROM IDAHO

Senator RiscH. Well, thank you very much, Madam Chairman.

First of all, I commend you for holding this hearing, but probably
not for the reasons that you think. Certainly, when you throw hun-
dreds of billions of dollars against the wall, something is going to
stick; and to try to use the handful of things that actually have
worked in this 3,000 pages of legislation and nobody knows how
many pages of regulations and say, okay, well, it is working be-
cause this small part is, really is to ignore the overall problem.

Again, I commend you for your courage in holding this hearing;
and more importantly, Madam Chairman, I commend you for your
st?itement that you helped to design this system that we have
today.

I suspect that as we go forward trying to find people who will
admit to having had some part in this is going to be like trying to
find somebody that admitted voting for Richard Nixon.

This has been a catastrophic failure across America. And you
talked about the truth and you know, the American people, they
do not understand all the niceties and all the complexities of health
care and health care insurance and what have you.

But they know when they have been lied to, and the polling is
incredibly strong, indicating that they believe that they have been
lied to. And once the American people believe they have been inten-
tionally lied to, it really causes difficulties in trying to solve prob-
lems. This does not bode well as we go forward.

You provided your list of successes and one of them was Idaho.
When I was Governor, I appointed the gentleman who now sits as
the Director of the Department of Health and Welfare. My suc-
cessor kept him on and he is a really good guy. He came out of the
insurance industry.

I am not exactly sure if you were boasting that Idaho is one place
where Obamacare is working. But I can tell you that it is a dis-
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aster in Idaho. Perhaps it is not in Louisiana, but it is a disaster
in Idaho.

I know that you brought in some people from Kentucky to talk
about some of the good things. I believe that Kentucky is working
better than other places, although that is not a very high bar.

I have got a couple of letters I want to put into the record from
insurers who are working in this area in Kentucky, and I am just
going to read parts of them as an indication of what is actually
happening in Kentucky.

This is from Houchens Insurance Group from Bowling Green,
Kentucky. This is written by their Executive Vice President.

He says, “We are writing to you to explain what we are seeing
here in Kentucky and throughout other parts of the country that
Houchens Industries, Incorporated, and the Houchens Insurance
Group serves regarding our clients’ implementation of the Afford-
able Care Act.”

“While Houchens, with over 18,000 employees, is not a small
company, our insurance group, HIG, serves over 1000 small busi-
nesses with their insurance needs throughout Kentucky and the
United States. The remainder of this letter lays out what we are
seeing. For an agency to represent its’ customers responsibly, we
need to be able to share all options available. At this point, Ken-
tucky’s Healthcare Connection, Kynect, presents us with more chal-
lenges than solutions. To date we have not enrolled any groups in
the Small Business Health Options Program, SHOP, primarily be-
cause of the confusion the system has created. Business owners are
anxious and frustrated as to what they have to do in order to get
pricing. Creating an account within Kynect and then assigning an
agent takes a considerable amount of time and is not something
they should have to do while managing their business.”

He then goes on to list many more of the problems with Ken-
tucky’s system.

The other letter comes from The Benefits Firm, another company
in Kentucky. And again, their Senior Vice President writes, “Ken-
tucky has been viewed by other states and people in Washington,
D.C., as a state that most things have gone correctly with the
Health Insurance Market place. While it is true that Kynect has
been operating properly, especially compared to the Federally Fa-
cilitated Marketplace, there are still many unresolved problems. In
particular, I would like to address the SHOP exchange. Logistically
and technologically, we are not having the same success with the
SHOP exchange as we are with individuals in Kynect in Kentucky.
This week, I have reached out to numerous employee benefit bro-
kers in Kentucky, none of which have finished a SHOP exchange
application. While I do believe that the technical hindrance is part
of the problem, it is not the primary obstacle to the success of the
SHOP exchange. I firmly believe there are flaws to this system
that the current law cannot overcome. Numerous businesses that
I have worked with decided that with PPACA there are advantages
to their business through Kynect. However, the advantage to their
business is to drop their employer-sponsored health plan and allow
each of the individuals and families to enroll in Kynect.”

And then he goes on and explains why that is a very good finan-
cial decision for small businesses.
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So, there is no doubt you are going to find some things that hap-
pened here that are good. But, like I say, when you throw these
kinds of hundreds of billions of dollars at something, you are bound
to find that.

Lastly, I would like to focus on what has been something that
has really undermined the confidence of the people of America in
this. When the President stood up as many times as he did, and
particularly Democrat senators stood up as many times as they did,
looked in the camera and said, if you liked your health care plan,
you can keep it, those of us who listened to that the first time said
that that is impossible. Where the government was going to lay out
all of these new requirements in the new health care plans, no plan
would exist.

So, I do not know how the President of the United States could
stand up and say that, and then repeat it over and over and over
again, when his people had to tell him that the policies no longer
existed. Somebody should have said, “Mr. President, stop saying
that. You are going to get hit over the head with this.” And of
course now, the chickens have come home to roost.

And that is where we are. You know, we tried to change this. My
good colleague, Senator Enzi, introduced Senate Joint Resolution
Number 39, and we had a vote on the Senate floor on September
21, 2010.

And that resolution which, if passed, would have become the law
of the United States said, if you like your plan, you can keep it.
But we were not able to pass that were we, Senator Enzi? There
was a straight partyline vote with all Republicans voting for Sen-
ator Enzi’s bill saying just like the President had promised and
every Democrat voting against that promise.

It is really unfortunate that it has come to that. Well, here we
are again trying to apply lipstick to this pig; and no matter how
many times it is said, the American people are not buying it.

The numbers are deteriorating every day as far as the confidence
of the American people—not only in what has happened here, but
particularly in going forward—what we are going to do about this
catastrophe.

And that is a problem that I think you and your colleagues are
going to have a very, very difficult time wrestling with. But the
good news is we are Americans and we are free.

We are going to have an election next November and the Ameri-
cans again are going to have a say in this. And everybody is going
to be able to stand up and say, look, I did this, I helped design this
system, I had my hands involved in this. So, put me back there and
see if I cannot do a little bit better next time, and the American
people are going to decide whether or not that is enough.

And that is exactly as it should be in America. And, as with all
other issues we have had in America, even though this is what
someone would call a man-made disaster, we will get through this.
We are Americans. We know how to fix these problems and we will
do it.

With that, I yield back, Madam Chair.

Chair LANDRIEU. Thank you very much, Senator.
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Let us begin on the panel with our first panelist, and then I am
going to call on Senator Heinrich to introduce the gentleman from
his State.

But let me start with Mr. William Nold, Deputy Executive Direc-
tor of the Office of Kentucky Health Benefit Exchange. Then we
have Mr. David Allen, President and CEO of David Allen Enter-
prises. I am sorry. We are going to go in the order of Mr. Nold, go
ahead. I will come back and introduce everyone else.

Go ahead. Thank you.

STATEMENT OF WILLIAM NOLD, DEPUTY EXECUTIVE DIREC-
TOR, OFFICE OF THE KENTUCKY HEALTH BENEFIT EX-
CHANGE, FRANKFORT, KY

Mr. NoLD. Chairman Landrieu, Ranking Member Risch, and
members of the Committee, we really appreciate the oppor-
tunity

Chair LANDRIEU. You are going to have to speak into your mic.
Just lean into it. Thank you.

Mr. NoLD. We appreciate the opportunity to come over here to
D.C. this morning and to share Kentucky’s experience with our ex-
change which we call, as Senator Risch said, we call it kynect. It
is a combined exchange in the sense that both our SHOP and our
individual, for administrative purposes, operates under one name.

My name is William Nold, and as the Senator said, I am the
Deputy Executive Director of the Office of the Kentucky Health
Benefit Exchange. It is a long title and we have got a lot of respon-
sibilities. I have submitted a written statement and also some
other documents that I assume will be made part of the record.

Chair LANDRIEU. We do. That will be part of the record and you
have four minutes and 10 seconds.

Mr. NoLD. Yes, ma’am. My next note was time is limited. But I
think a little time should be spent to talk about the landscape in
Kentucky as it has existed for a number of years.

Our population is about 4.4 million. 640,000 of those individuals
are uninsured. Of grave concern to our governor, however, is the
health status of our State.

We are 44th in overall health status, 50th in smoking, 40th in
obesity, 41st in diabetes, 50th in cancer deaths, 49th in heart dis-
ease, 43rd in cholesterol counts, 48th in heart attacks.

You know, we began our implementation of this law immediately
after it was passed. But as you know, many of the provisions in the
law were related to insurance matters early on and the exchange
seemed like it was far off, year 2010, and the exchanges really do
not have to be operational until 2014.

But we began immediately to try to bring consensus among all
the stakeholders in Kentucky about what we were wanting to do
with this exchange when the time came. Everyone in our State
wanted us to do a state-based exchange, everyone.

I think Deb Moessner, who is the President of Anthem in Ken-
tucky, probably said it best. She said, “If I am going to be regu-
lated, I want to be regulated across the Kentucky River, not the
Potomac River.”

And that kind of said it all, I think. Although a lot of the stake-
holders were opposed to this law, they realized that, you know, at
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least until the Supreme Court would make its decision that we
were stuck with it. And it is a good thing that we are stuck with
it. That is the way we found it anyway.

So, of course, we continued to meet with Governor Beshear along
the way, making decisions about what we were going to do, and so
he wanted to wait until after the Supreme Court had ruled to real-
ly dig into this and get moving on it and that is what he did.

And so, we presented all the pros and cons to our governor about
what we should do or what we should not do, and he kind of
stopped us. He said look, he said, and he is a lawyer, he had read
the bill.

He said this bill provides a unique opportunity for Kentucky to
improve these health statistics. I want you to do everything that
you can do to use this bill, not let this bill use me, but to use this
bill to improve our health. And that has been the charge that we
have accepted and have gone with ever since.

You know, my time is getting short here. I do want to share with
you, you know, we went live on October 1, down for a few hours,
not down, slowed up for a few hours. Got that all straightened out
and we have been running ever since and helping people get en-
rolled, not only in our SHOP but also in the individual market.

So, I guess the message from our governor is that he was very
strong in his opinion that the best way we could improve the
health of our State was to go the state-based exchange route. And
then also what we have done is that we have gotten agents in-
volved. Right now, 94 percent of the small insurance policies in our
State, small employer insurance policies, are offered through
agents.

Chair LANDRIEU. Try to wrap up please.

Mr. NoLD. Yes, ma’am.

Well, to summarize, and again this is in particular with regard
to the SHOP, since we went live on October 1, we have had 193
small businesses that have started applications to be eligible for an
employer coverage.

[The prepared statement of Mr. Nold follows:]
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UNITED STATES SENATE
COMMITTEE ON SMALL BUSINESS AND ENTREPRENEURSHIP

TESTIMONY OF WILLIAM NOLD, DEPUTY EXECUTIVE DIRECTOR
OFFICE OF THE KENTUCKY HEALTH BENEFIT EXCHANGE

November 20, 2013

Thank you, Chairwoman Landrieu, Ranking Member Risch and members of the
Committee for inviting me to testify this morning about Kentucky’s success in the
operation of our state-based health benefit exchange, and especially about the very
positive response we have received from the small business community.

First, please allow me to introduce myself to the committee.

My name is Bill Nold and | am the Deputy Executive Director of the Office of the
Kentucky Health Benefit Exchange. We calil our exchange "kynect’. | am pleased to
appear before you today to provide some background and answer any questions
members of the committee have about Kentucky’s decision to fully participate in the
Affordable Care Act by operating a state-based exchange, participating in the expansion
of Medicaid and proceeding with the Small Business Health Options Program, or SHOP,
for Kentucky’'s small employer groups.

{ would like to begin with a brief timeline of some of the major milestones along the way
of Kentucky's implementation of the Affordable Care Act.

On July 17, 2012, Kentucky Governor Steve Beshear issued an executive order
directing our office to take the necessary steps te be approved as a state-based
exchange. He did so with the vocal support of several interest groups representing
employers, health care advocates, and citizens. These include the Kentucky Hospital
Association, the Kentucky Chamber of Commerce, Kentucky Voices for Heaith, and
Anthem Blue Cross Blue Shield, all of which expressed their strong preference that the
Commonwealth, not the federal government, operate the exchange for our state. The
Office operates under the Cabinet for Health and Family Services.

On September 18, 2012, Governor Beshear appointed 19 members to the Heaith
Benefit Exchange Advisory Board. The board, which inciudes representatives with
relevant experience in health benefits administration, health care finance, health plan
purchasing, health care delivery system administration, public health, or health policy
related to the small group and individual markets and the uninsured, provided valuable
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input into the policies and procedures of the exchange. Subcommittees were also
established including one to deal with SHOP issues.

On May 9, 2013, Governor Beshear announced his decision to expand Medicaid to
Kentuckians whose income does not exceed 138 percent of the Federal Poverty Level,
providing access to heaithcare for many low-income, working Kentuckians who do not
qualify for Medicaid under the current threshold, but would not be eligible for subsidies
available through the Affordable Care Act.

According to the 2010 Census, Kentucky's population is a little mare than 4.4 million. Of
those more than 4 million Kentuckians, approximately 640,000 currently are uninsured.

By expanding Medicaid eligibility, an estimated 308,000 Kentuckians will now qualify for
health care coverage. The remaining 332,000 uninsured Kentuckians are now eligible to
purchase insurance through Kentucky’s exchange, which we call kynect. Of those
332,000, approximately 85 percent will qualify for some level of premium assistance to
help offset the cost of their health insurance plan.

Gov. Beshear cited Kentucky’s dismal rankings in multiple heaith outcomes as one of
the reasons he chose to participate in the expansion, giving lower-income Kentucky
families access to reliable, quality health care.

in 2012, Kentucky’s overall health ranking was 44th. Kentucky is at the bottom of many
national health rankings, including 50th in smoking, 40th in obesity, 41st in diabetes,
50th in cancer deaths, 49th in heart disease, 43rd in high cholesterol, 44th in annual
dental visits and 48th in heart attacks.

The poor physical heaith of our citizens has contributed to Kentucky perpetually being a
fiscally poor state. Providing Kentuckians with access to affordable health care
coverage will help us tackle these abysmal health statistics.

Muitiple state and national reports show that when someone has or gains health
coverage, there are measurable improvements in health status, including a decrease in
delayed care and reduction of mortality rate. And with improved health, our education
levels and job opportunities will alse improve. When farger groups gain health coverage,
the workforce improves.

Kentucky small business owners know how important the heaith of their workforce is to
the success of their business. Their employees truly are the lifeblood of their
husinesses. And the numbers show that Kentucky small businesses are eager to offer
health insurance to their workers.

The Office submitted its Blueprint application to HHS in Navember 2012 and in January
2013 Kentucky was conditionally approved to operate its own exchange. Since that
time, our exchange has been working closely with HHS, CCHQ and our state officer to
comply with all of the conditions necessary for approval. Kentucky is offering an
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individual exchange and a SHOP exchange. The two exchanges have been combined
for administrative purposes as permitted by the ACA. Small employers may offer a full
range of plans available from all participating issuers or plans from a single issuer.

In June 2013, Kentucky issued its final administrative regulation describing its Smali
Business Health Options Program. | have included this regulation along with other
documents describing Kentucky's SHOP program and ask that they be inciuded in the
record.

In Kentucky, Anthem, Bluegrass Family Health, Kentucky Health Cooperative and
UnitedHealthcare of Kentucky are offering plans in the small group market. With the
exception of Bluegrass Family Health, which is offering only regional coverage, these
insurers are offering plans in all 120 counties. Between these carriers, employers have
24 plan options from which to choose. Additionally, we anticipate that Humana, the only
remaining insurer in the individual and small group market in Kentucky, will participate in
SHOP beginning in 2015.

By using kynect, employers can choose the level of coverage they wish to provide to
their employees. All health plans are classified in one of four metal levels; bronze, silver,
gold and platinum. As the metal level increases in value, so does the percentage of
medical expenses that the plan will cover.

We are thrifled with the response we have received from the small business community
and we believe this is in no small part due to the active role our advisory board played in
developing the policies and procedures for the SHOP program. Agents, insurers and
health care providers all had input and the process was very collaborative and
transparent.

We have also received a very positive response to the SHOP from our agent
community. At this time, Kentucky has approximately 1,300 licensed agents that have
been trained, certified, on-boarded and identity-proofed and are standing by to assist
their employer clients in selecting health plans available on the exchange.

Since kynect, faunched on October 1, 2013, consumer interest has been overwhelming.
As of last Friday, over 450,000 visitors to our kynect website; almost 48,000 have
enrolled in new health coverage with over 8 780 individuals enrclled in a qualified health
pian.

in addition, with respect to the SHOP exchange, and as of November 15" a total of 913
small businesses have started applications to be eligible to offer employee coverage.
Of those 913 businesses, 343 have completed applications and are eligible to offer
coverage to employees and 97 of those small businesses are currently in the enroliment
process. Approximately half of the smali businesses that have selected health plans
using the SHOP are offering their employees a full chaice of plans.
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These numbers have truly exceeded our expectations. Small businesses with 50 or
fewer employees are not required to provide health insurance to their workers, but many
Kentucky small businesses are turning to kynect to seek insurance anyway. Business
owners know that a healthy workforce is a dependable workforce. Plus, small
businesses with 25 or fewer employees may be eligible for tax credits by using kynect.

To qualify for tax credits through kynect, a business must employ 25 or fewer full-time
employees; pay at least 50 percent of the premium for their employees and meet a
group average annual wage of less than $50,000

kynect allows small business owners to easily compare a variety of health plans offered
by private insurers. There is no designated open enroliment period for small
businesses. Small employer groups can enroll whenever they choose. Employers can
choose the level of coverage, the amount they wish to contribute toward their
employees’ coverage so Jong as it is af least 50% and any amount they may want to
contribute toward family or dependent care.

Employers also have one monthly bill for employee coverage and they can continue to
work with their current insurance agent. If they do not have an agent, kynect can help
them find one.

Employer-sponsored health insurance coverage is valuable for a number of reasons.
People who are insured are protected against uncertain and high medical expenses.
They are more likely to get healthcare. Health insurance also improves health cutcomes
and lowers mortality.

Employees with health insurance are more likely to be productive workers. Offering
health insurance can also help businesses attract and retain employees. it is a good
business decision because of the favorable tax treatment to both the employer and the
employee.

With almost half of all Americans receiving their heaith insurance from their employers,
business owners play an important role. Many small businesses already offer health
coverage to their employees and with SHOP, more soon will. It helps them recruit and
retain employees who are healthier, happier and more productive. It is good business
for the employers and the employees.

Thank you for allowing me the opportunity to appear before you today to testify about
Kentucky's extremely positive experience with the implementation of the Affordable
Care Act and its SHOP exchange.
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Bio for Bill Nold

Bill is a lifelong resident of Louisville; he graduated from the University of Kentucky in 1968 with
a BS degree in Mechanical Engineering. He graduated from the University of Louisville in 1974
with a 1D Degree. In 2001, after 26 years of private practice, he became employed with the
legal division of the Kentucky Department of Insurance as a staff attorney. in this position, his
job duties primarily related to issues involving health insurance and worker’s compensation
insurance. In 2008, Bill became the director of the Health and Life Division within the
Department of Insurance, where his job duties involved all aspects of health and life insurance
regulation.

In September 2012 Bill was appointed as the Deputy Executive Director of the Kentucky Office
of the Health Benefit Exchange. The Office has been working over the last year to establish a
state-based exchange that meets the requirements of state law and the ACA.
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Chair LANDRIEU. I am sorry. I am going to have to stop you
there. We have so many people to testify, and I really appreciate
and you have a wonderful statement. We have put it in the record.
Thank you, Mr. Nold, but we are going to have to go to our second
panelist.

Senator.

OPENING STATEMENT OF HON. MARTIN HEINRICH, A U.S.
SENATOR FROM NEW MEXICO

Senator HEINRICH. Thank you, Chair Landrieu for holding this
hearing on the rollout of the Affordable Care Act small business ex-
changes.

With attention squarely focused on implementation challenges at
the national level, a deep understanding of how our small busi-
nesses are fairing in securing meaningful, affordable health insur-
ance coverage for their employees is timely and essential to the
economic well-being of Americans.

Just an introduction, okay. Well, I am delighted and honored to
be here today to introduce one of our invited panelists, Dr. Martin
Hickey. He will describe to you in detail the success of the New
Mexico SHOP.

Dr. Hickey is not only a member New Mexico Health Insurance
Exchange Board but he is also the CEO of the New Mexico Health
Connections, a co-op, not-for-profit plan formed under the Afford-
able Care Act to provide health insurance to small groups and indi-
viduals in New Mexico.

He is also a general internist who first practiced on the Navajo
Nation, and he has dedicated himself to developing rural health
programs.

Over the past three decades, he built a distinguished career in
health systems administration and delivery system reform across
the country and we are fortunate to have him in New Mexico.

I give you, Dr. Hickey.

Chair LANDRIEU. Thank you.

Dr. Hickey, please and you have five minutes.

STATEMENT OF MARTIN HICKEY, M.D., CEO, NEW MEXICO
HEALTH CONNECTIONS, ALBUQUERQUE, NM

Dr. Hickgey. Chairman Landrieu, Ranking Member Risch, and
distinguished Senators, thank you for the opportunity to testify
today about the early success of the New Mexico small business ex-
change.

New Mexico legislated a state-based exchange board in March of
just this year. The board consists of 13 highly representative mem-
bers of groups including small business, consumers, Native Ameri-
cans, Hispanics, physicians, hospitals, health insurers.

Within five months, the board and it’s very capable CEO and
team selected an experienced private exchange vendor, developed a
statewide plan for marketing, trained over 500 health care guides,
set the rules for an open market exchange, and succeeded in
launching a fully operational enrollment website, Be Well New
Mexico, on October 1.

In this time of national glitches and confusing rhetoric, the
board, our very supportive governor, Susanna Martinez, the ex-



19

change health insurers, and all New Mexicans are very proud of
the early enrollment successes that I will detail.

You got a background on myself. I have been CEO and a senior
manager in insurance companies, medical groups, hospitals. I have
seen this business from every single side. And what I am so proud
of is that I have always dwelt to on fixing access to care, and I can
tell you that this board that has come together from literally both
sides of the aisle in New Mexico, has come together passionately
to assure access to care.

New Mexico is 23 percent uninsured, second only to Texas, has
200,000 uninsured and 118,000 of them are eligible for financial as-
sistance.

And the Board gets this. Only 47 percent of the population has
employer-sponsored insurance, the lowest in the Nation which has
an average of 58 percent.

Our State exchange is unique from most others and we call it a
hybrid. Because the exchange formed so late, we did not have time
to implement an individual exchange this year. We were, however,
able to procure a competitive contract with Get Insured, an infor-
mation technology company with seven years of experience in
building private exchanges.

Next month, they will begin work on implementing the tech-
nology for an individual exchange which will be ready to rollout for
enrollment in October of 2014.

In the meantime, we have had to depend upon the federal ex-
change, but Be Well New Mexico has a calculator, is educational,
and when the federal exchange becomes fully operational, people
will be informed.

The small business exchange is also unique in that it not only
offers employers a choice of plan but offers choice to each of their
employees as well.

The employer enters the site, selects a metal level and a ref-
erence plan. The employer designates a percentage of premiums
that will be covered. That then creates a dollar amount made avail-
able to the employee for premium support in whatever plan the
employee chooses.

Thus, the employees have a choice of any plan of any carrier at
that metal level at whatever cost. That is what is so great about
New Mexico health insurance exchange for small businesses and
their employees. Choice, choice, and choice.

You know what? Even better it works, and it is easy. I did it for
my family last week and it was like going down a water slide.
There is even a calculator to help an employee choose the right
plan based upon generalized use of health care in the past.

I think the following quote from a small business in Albu-
querque, an attorney with four employees, sums it up best.

“I was very pleasantly surprised. I thought it was going to be an
administrative nightmare and it literally took me 15 minutes. They
gave me a quote that would save me $1,000 over what I was pay-
ing. I thought this was going to be an all-day thing so I had a Diet
Coke handy, was well rested and had a good lunch, and it was al-
most disappointing that it was so easy. I was blown away.”

So, to date, as you said, Senator, 1,143 small businesses in our
little State with a number of employees is essentially propelled us
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to a potential, once all the enrollment finishes up by the end of the
month, of over 8,000 members which already meets the goal that
the board had set for the State, and we still have got the rest of
the year and all next year to go.

So, as I said, about 500 personal assistors and brokers are very
heavily involved as well.

The other thing you emphasized was cost, and basically I will tell
you that our superintendent estimates that the rates for next year
will be no more than five percent of what they were this year,
when the American Society of actuaries said it would be a 34 per-
cent increase. He also set up a very competitive process. I know.
I had to go through it.

So, New Mexico small employers now have a great opportunity
to cover their employees and do so with a sense of choice and low
rates and a system that works.

[The prepared statement of Dr. Hickey follows:]
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Senate Small Business and Entrepreneurship Committee Testimony
Wednesday, November 20, 2013
Martin Hickey, MD

Chairman Landrieu and Senators, thank you for the opportunity to testify today about the early
success of the New Mexico Small Business Exchange. New Mexico legislated a state based
Exchange Board in March of this year. The Board of thirteen is highly representative of the
interests of small businesses, consumers, Native Americans, Hispanics, physicians, hospitals,
and health insurers. Within five months the Board and its very capable CEQ and team selected
an experienced private exchange vendor, developed a statewide plan for marketing, trained
over 500 “Health Guides,” set the rules for an “open market” exchange, and succeeded in
launching a fully operational enroliment website, BeWelINM.com on October 1. in this time of
national glitches and confusing rhetoric, the Board, our very supportive Governor, Suzanna
Martinez, the Exchange health insurers, and all New Mexicans are very proud of the early
enrollment successes that | will detail.

A brief background on myself will help reflect the “access to care” culture that the entire Board
shares. | am a general internist who started practice on the Navajo Reservation, and then
developed the first rural clinic pilots for the Veterans Administration with the assistance of
former Senator Domenici. | then went on to become a physician executive for the last 30 years.
| have been the CEO or senior executive of large multispecialty physician groups, hospitals, and
insurance companies and am currently the CEO of the new COOP health plan, New Mexico
Health Connections. | have seen the health industry from all sides and am honored to sit as a
carrier representative on the Board. The other Board members bring an equally extensive
background of expertise and understanding the needs of New Mexico. New Mexico, which has
the second highest state percentage of uninsured at 23%, has about 200,000 uninsured who
will qualify for the Exchange, with 118,000 eligible for financial assistance. 96% of businesses in
New Mexico have 50 or less employees, and only 47% of the population has employer
sponsored insurance, the lowest in the nation which has an average coverage of 58%.

Our State based Exchange is unique from most others and we call it a Hybrid. Because the
Exchange formed so late, we did not have time to implement an individual exchange this year.
We were, however, able to procure a competitive contract with Getinsured, an information
technology company with seven years of experience in building private exchanges. Next month
they will begin work on implementing the technology for an individual Exchange which will be
ready to enroll applicants in October of 2014 for coverage starting in 2015. For 2014 we have
had to depend on the Federal Exchange for individual enroliment, but BeWelINM.com can
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estimate individual subsidies, educate our population, and prepare individual/family enrollees
for the Federal Exchange when fully operational.

Our Small Business Exchange is unique in that it not only offers employers choices of plans, but
also offers choice to each of their employees as well. The employer enters the site and selects
a metal level and a reference plan in that level. The employer also designates what percentage
of the premium will be covered, the minimum being 50%. That then creates the dollar amount
made available to the employee for premium support whatever plan the employee chooses.
Thus, the employee has the choice of any plan of any carrier at that metal level at whatever
cost is associated with the plan, less the employer’s contribution. That is what is so great about
the New Mexico Heaith Insurance Exchange for small businesses and their employees — choice,
choice, choice!l

And even better, it WORKS and it is EASY. 1 did it for my family fast week and it was like going
down a water slide! There is even a calculator to help an employee chose the right plan based
on generalized use of health care in the past. The following quote is from an attorney in
Albuquergue with 4 employees and comes from an interview with the New Mexico Business
First Journal:

“I was very pleasantly surprised. | thought it was going to be an administrative nightmare and it
literally took me 15 minutes. They gave me a quote that would save me 51,000 over what | was
paying...] thought this was going to be an all-day thing, so | had a Diet Coke handy, was well
rested and | had a good lunch, and it was almost disappointing that it was so easy....I was blown
away.”

To date 1,143 small businesses with 3,192 employees have registered required information with the
State Exchange. If they all fully enroll with the average number of dependents (2.6 per employee) that
would be a potential total of 8,299 members accessing health insurance through the small business
exchange. That number exceeds the initiai Exchange Board estimate of 8,000 business members
enrolling for ail of 2014. And open enroflment continues for smali employers monthly throughout the
rest of 2013 and all of 2014.

Finally, the “average” cost for a second cheapest silver plan in New Mexico is $282 dollars with
a national average of $328. The Superintendent of Insurance estimates that the rates for 2014
are 0 to 5% higher than 2013 after reviewing and approving all rate submissions. The American
Society of Actuaries earlier this year predicted a 34% increase on average for New Mexico. But
as one of the four carriers working to have the most price competitive rates on the Exchange, |
can tell you that competition worked. So, now New Mexico Small employers have a great
opportunity to cover their employees and do so with extensive choice and low rates...in a
system that works.

Thank you.
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Martin E. Hickey, MID

Dr. Hickey, is the CEO of New Mexico Health Connections, a CO-OP not for profit health plan
formed under the health reform act to provide health insurance to small groups and individuals
in New Mexico. Previously he was a Managing Director of Navigant Consulting developing
ACOs, Patient Centered Medical Homes, shared savings, and medical analytics. Prior to joining
Navigant, Dr. Hickey was the first President/CEO of Alegent Health Clinic in Omaha, Nebraska.
in this role, he built a large multi-specialty group practice for the nine-hospital Alegent Health
System in Nebraska and iowa. Prior to Alegent, Dr. Hickey served as Senior Vice President of
Health Care Affairs at Excellus Biue Cross in Upstate New York overseeing Medicare, Medicaid,
Care management and all medical directors. From 1997-2002, he served as President and CEQ
of Lovelace Health Systems in Albuguerque, New Mexico, and as Chief medical Officer prior to
that. Dr. Hickey began his career on the Navajo Reservation in the indian Health Service in
Kayenta and Tuba City, and was the first Diabetes Coordinator for Navajo Area Indian Health
Service. He then moved to the VA and then to the University of New Mexico. During that time,
he set up pilot rural health programs for the VA, and an office of Managed Care Contracting for
the University where he was also the Medical Director of the Faculty Practice. Martin is a
graduate of the Rush Medical College in Chicago. He also earned his master’s degree in
Administrative Medicine from the University of Wisconsin, and completed a residency in
Primary Care Internal Medicine at the University of Rochester.
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Chair LANDRIEU. Thank you, Dr. Hickey. My only question is are
you available to come to Washington?

[Laughter.]

Chair LANDRIEU. All right. We will go now to Mr. David Allen.

STATEMENT OF DAVID ALLEN, PRESIDENT AND CEO, DAVID
ALLEN ENTERPRISES, LL.C, BOULDER, CO

Mr. ALLEN. Madam Chairperson, members of the Committee,
thank you for the opportunity to speak with you today about the
affects of the Affordable Care Act on my small business and our ex-
perience with the Colorado State insurance exchange.

I am the owner and operator of Flatirons Practice Management.
We are an independent medical billing company in Boulder, Colo-
rado. We provide medical billing and practice management services
to several hundred health care providers in eight states.

I currently employ 33 full-time personnel. Obviously, we are well
below the employer mandate threshold of 50 FTEs yet we provide
company-paid health insurance to our employees anyway under a
small-group plan and have for many years.

We do so because we can and we feel that it is the right thing
to do. I myself worked as an employee for other companies before
choosing self-employment and I relied on my employers for access
to health insurance.

Unfortunately, it has been increasingly hard for me to continue
to provide health insurance for my employees. Second only to pay-
roll, health insurance is our next largest expense. Even with an-
nual inflation rates in the one to two percent range, our premiums
have increased every year by 20 percent or more.

As much as I wish I could simply pass this along to my cus-
tomers, they too are experiencing the same pressures to manage
rising expenses in their small businesses.

We have done some creative things over the years to reduce the
magnitude of the premium increases while maintaining the integ-
rity of our coverage and have been successful in continuing to pay
for 100 percent of the cost of the premiums for our employees.

One such tactic was to select an insurance policy that covers only
generic pharmaceuticals. Anyone who requires a pharmaceutical
that is only available as a brand name product has to purchase it
out-of-pocket. As a result of the Affordable Care Act, our carrier
has discontinued this policy as it does not meet the minimum
standards as stipulated under the law. Due to this one change, our
premiums are now scheduled to increase by 52.3 percent in Janu-
ary 2014.

Clearly, absorbing this expense in order to continue to provide
the same benefit to my employees is entirely unrealistic. I will have
no choice but to require my employees to contribute substantially
to the cost of their premiums. The irony is that none of my employ-
ees currently take any brand name prescriptions or expect to in the
foreseeable future.

This law has turned what was a potential expense for my em-
ployees into a guaranteed expense for my employees for something
they neither need nor want.

Since the Affordable Care Act is what caused this problem for
me, I decided to embrace it and turned to the state SHOP insur-
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ance exchange in hopes that it would provide me with more afford-
able and appealing options.

The first obstacle I encountered was that the website would not
allow me to create an account. After my fourth failed attempt, I ini-
tiated an on-line chat with one of the exchange support personnel
and was told after close to an hour of waiting that they were hav-
ing technical difficulties with creating accounts and I should try
again later.

I did eventually create an account and download the census tem-
plate. I then began the frustrating experience of attempting to
upload the census. I tried unsuccessfully several times and received
nonsensical errors such as “wrong file type” when the file I was at-
tempting to upload was the very template that I downloaded from
the website.

After initiating my second on-line chat, it eventually came out
that my web-browser might be at fault. I find it unfortunate that
the website did not disclose any browser limitations before I wasted
yet another hour spinning my wheels.

Upon switching browsers, I was able to get the website to ac-
knowledge the file that I was attempted to upload but it ultimately
rejected the file on the basis that the date of hire field was not for-
matted correctly.

My third on-line chat resulted in validation that my data was,
in fact, formatted correctly and the website was again experiencing
technical difficulties.

Growing increasingly impatient, I resorted to having my assist-
ant manually type the information into the website. What should
have taken us minutes to complete instead took us hours.

Having finally uploaded our census, I received 34 insurance plan
options from which to choose. I found it challenging to objectively
compare and contrast them with our current plan and its 2014
equivalent because we currently offer a tolerable $750 annual de-
ductible to our employees and the lowest annual deductible avail-
able to us under the state exchange is $1,500.

In short, the only way we can markedly reduce the cost of our
health insurance through the state exchange is to select a policy
with a dramatically higher deductible thus shifting the financial
burden from me to my employees.

Frankly, I could do this on my own without the assistance of the
exchange and have consciously chosen not to pursue high deduct-
ible plans in the past because of the financial strain that it would
create for my employees. Instead, we opted to make concessions
that did not cause a financial strain such as forgoing brand name
pharmaceuticals.

On the surface, my company stands to benefit from the Afford-
able Care Act on the basis that more people will consume health
care services provided by my clients thus resulting in more busi-
ness for me. But this theory hinges on the affordability of the in-
surance available to the populace.

If my experience is any indication of the unintended con-
sequences of this law, it would appear that the Affordable Care Act
3ccomplished the polar opposite of what the law was designed to

0.
Thank you for your attention.
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[The prepared statement of Mr. Allen follows:]
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Written Testimony
Of

Mr. David M. Allen
President and CEQ, Flatirons Practice Management

Before the
U.S. Senate Committee on Small Business and Entrepreneurship
Wednesday, November 20, 2013
Madam Chairperson, members of the committee, thank you for the opportunity to speak with

you today about the effects of the Affordable Care Act on my small business and our experience with

the Colorado State insurance Exchange.

I'm the owner and operator of Flatirons Practice Management. We're an independent medical
billing company in Boulder, Colorado. We provide medical billing and practice management services to
several hundred healthcare providers in eight states. | currently employ 33 full-time pe;fsanne!v
Obviously, we're well below the employer mandate threshold of 50 FTE’s yet we provide company-paid
heaith insurance to our employees anyway under a smail-group plan and have for many years. We do
so because we can and we feel that it’s the right thing to do. | myself worked as an employee for other
companies before choosing self-employment and | relied on my employers for access to health

insurance.

Unfortunately, it's been increasingly hard for me to continue to provide health insurance for my
employees. Second only to payroll, health insurance is our next largest expense. Even with annual
inflation rates in the one to two percent range, our premiums have increased every year by 20 percent
or more, As much as t wish | could simply pass this along to my customers, they too are experiencing
the same pressures to manage rising expenses in their small businesses. We've done some creative
things over the years to reduce the magnitude of the premium increases while maintaining the integrity

of our coverage and have been successful in continuing to pay for 100% of the cost of the premiums for
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our employees. One such tactic was to select an insurance policy that covers only generic
pharmaceuticals. Anyone who requires a pharmaceutical that is only available as a brand name product
has to purchase it out-of-pocket. As a result of the Affordable Care Act, our carrier has discontinued this
policy as it does net meet the minimum standards as stipulated under the law. Due to this one change,
our premiums are now scheduled to increase by 52.3% in January 2014. Clearly, absorbing this expense
in order to continue to provide the same benefit to my employees is entirely unreatistic. | will have no
choice but to require my employees to contribute substantially to the cost of their premiums. The irony
is that none of my employees currently take any brand name prescription drugs or expect to in the
foreseeable future. This faw has turned what was a potential expense for my employees into a

guaranteed expense for my employees for something they neither need nor want.

Since the Affordable Care Act is what caused this problem for me, | decided to embrace it and
turned to the state SHOP insurance exchange in hopes that it would provide me with more affordable
and appealing options. The first abstacle | encountered was that the website would not allow me to
create an account. After my fourth failed atternpt, I initiated an on-line chat with one of the exchange
support persannel and was told after close to an hour of waiting that they were having technical

difficulties with creating accounts and | should try again later.

| did eventually create an account and download the census template. | then began the
frustrating experience of attempting to upload the census. | tried unsuccessfully several times and
received nonsensical errors such as “wrang file type” when the file | was attempting to upload was the
very template that | downloaded from the website. After initiating my second on-line chat, it eventuaily
came out that my web-browser might be at fault. | find it unfortunate that the website didn’t disclose
any browser limitations before { wasted yet another hour spinning my wheels. Upon switching

browsers, | was able to get the website to acknowledge the file | was attempted to upload but it
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ultimately rejected the file on the basis that the date of hire field wasn’t formatted correctly. My third
on-line chat resulted in validation that my data was in fact formatted correctly and the website was
again experiencing technical difficuities. Growing increasingly impatient, | resorted to having my
assistant manually type the information into the website. What should have taken us minutes to

complete instead took us hours.

Having finally uploaded our census, | received 34 insurance plan options from which to choose. |
found it challenging to objectively compare and contrast them with our current plan and its 2014
equivalent because we currently offer a tolerable $750 annual deductible to our employees and the
lowest annual deductible available to us under the state exchange is $1,500. In short, the only way we
can markedly reduce the cost of our health insurance through the state exchange is to select a policy
with a dramatically higher deductible thus shifting the financial burden from me to my employees.
Frankly, I could do this on my own without the assistance of the exchange and have consciously chosen
not to pursue high deductible plans in the past because of the financial strain that it would create for my
employees. Instead, we opted to make concessions that didn’t cause a financial strain such as forgoing

brand name pharmaceuticals.

On the surface, my company stands to benefit from the Affordable Care Act on the basis that
more people will consume healthcare services provided by my clients thus resuiting in more business for
me. But this theory hinges on the affordability of the insurance available to the populace. if my
experience is any indication of the unintended consequences of this law, it would appear that the

Affordable Care Act accomplished the polar opposite of what the law was designed to do.

Thank you for your attention.
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David M. Alien

David Allen earned his MBA in 1990 from the University of Tuisa, which he attended on a full
academic scholarship as an undergraduate, and has done additional post-graduate work in
Healthcare Systems Management at the University of Denver. David has 20 plus years of
healthcare management expetience, including senior-management roles, working for industry
leaders such as Quest Diagnostics and GE Healthcare. He has a well-documented track-record
of success in managing large, highly-productive organizations with financial responsibility into
the hundreds of millions of dollars.

In 2008, David left Corporate America to pursue self-employment and ultimately purchased
Flatirons Practice Management, a full-service, independent, medicai billing service company in
Boulder, Colorado. In the four and one-half years that David has owned the company, they've
grown from 17 to 33 FTE's, have expanded into seven additional states, and have widened their
services from two to now 10 different medical specialties.
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Chair LANDRIEU. Thank you. Our next witness is Mr. Drew
Greenblatt. Please identify your state and the kind of exchange you
have.

And Mr. Allen, just for the record, you are in Colorado with a
state-run exchange that is obviously, according to your testimony,
has some difficulties.

Mr. Greenblatt, what is your state and what kind of exchange do
you have?

Mr. GREENBLATT. Maryland state and we have the SHOP ex-
change but it is starting in April.

Chair LANDRIEU. And is it a federal exchange?

Mr. GREENBLATT. I believe Maryland State is trying to do it on
its own but I am not positive.

Chair LANDRIEU. A state-run exchange?

Mr. GREENBLATT. State run.

Chair LANDRIEU. Okay.

STATEMENT OF DREW GREENBLATT, OWNER, MARLIN STEEL
WIRE PRODUCTS, BALTIMORE, MD

Chair LANDRIEU. Chairwoman Landrieu, Ranking Member Risch,
and members of the U.S. Senate Committee on Small Business and
Entrepreneurship, thank you for the opportunity to testify before
you today.

I am Drew Greenblatt, and I am president and owner of Marlin
Steel Wire Products, based in Baltimore, Maryland. Marlin is a
manufacturer of wire baskets, wire forms and precision sheet metal
fabrications. We make it 100 percent in the USA. We make it here
and we ship it to 36 countries, and my favorite is we export to
China.

I am pleased to testify on behalf of the National Association of
Manufacturers. I am on the Executive Committee of National Asso-
ciation of Manufacturers.

Since you are the Small Business Committee, I thought you
would be interested to know that our average member has 35 em-
ployees. 97 percent of us provide health insurance for our employ-
ees. I mention this because the health and safety of our workers
is critical to manufacturers.

As a matter of fact, at Marlin, my company, we hit a huge mile-
stone two weeks ago. We have gone 1800 days without a lost time
accident, the thing that I am most proud of in running this com-
pany.

This commitment to a safe workplace and the overall health of
our employees is critical. To me, offering high-quality health care
coverage is part of that mix. Finding this good coverage is person-
ally important to me because my family is in the same plan as all
of my employees. So, we are all in this together.

Generally, I have come to expect my health insurance costs to go
up about 8 to 12 percent a year. I was startled, I was shocked when
our health insurance went up 49 percent this year.

I want to provide health insurance for my employees and their
families. We have been doing it for 15 years since I bought the
company. But now because it is so high, our plan, in effect, is not
viable because it is not affordable.
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Ultimately, we were able to secure an alternative coverage plan
for my employees because our term ended December 1. My pre-
mium, however, is still going up 10 percent. The plan I purchased
includes benefits I do not really need nor do my employees want.
This is key. The affordability, it has gone up. The cost has gone up
despite all the promises our costs would go down.

If T told my clients we are raising your prices 49 percent, they
would laugh at me. 49 percent is out of control. Even if I sat down
and explained to them, listen you are going to have some new fea-
tures, they do not want to hear about it; and this is the environ-
ment we are in.

I recently discovered the SHOP exchange of Maryland was de-
layed until April. I am not sure what products it offers. This is the
kind of instability that is harmful to our economy.

See, we do not know how much our employees are going to cost
this year. We do not know how much they are going to cost next
year. How do I quote jobs against my competitors in China? How
can I win jobs that are three-year and five-year contracts when I
do not know how much my costs are going to be?

I know that the ACA law is not going away and any change is
going to have to happen through bipartisan legislation. I urge legis-
lators on both sides of the aisle to look at all the health care laws
that are not working and please fix them.

This will not get better with finger-pointing. This is not going to
get better with rhetoric or regrets over broken promises. We need
practical approaches right now.

Cost was and is and remains our main issue. Reducing the cost
of care makes a health care delivery system more efficient and di-
rectly impacts the access to coverage.

Chair LANDRIEU. Please wrap up. I am sorry. You have 56 sec-
onds.

Mr. GREENBLATT. 56 seconds. Driving up the cost of coverage and
then providing subsidies to some just camouflages the underlying
problem. I may not be a supporter of the current system but I
would support changes that allow me to continue to provide high
quality health care to my employees at a reasonable price.

Thank you for the opportunity to testify today.

[The prepared statement of Mr. Greenblatt follows:]
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TESTIMONY
OF DREW GREENBLATT
PRESIDENT AND OWNER
MaRrLIN STEEL WIRE PrRODUCTS, LLC
ON BEHALF OF THE NATIONAL ASSOCIATION OF MANUFACTURERS

“AFFORDABLE CARE ACT IMPLEMENTATION: EXAMINING HOW TO ACHIEVE A
SUCCESSFUL ROLLOUT OF THE SMALL BUSINESS EXCHANGES”
NovmBer 20, 2013
BEFORE THE

U.S. SENATE COMMITTEE ON SMALL BUSINESS & ENTREPRENEURSHIP

Chairwoman Landrieu, Ranking Member Risch, and members of the U.S.
Senate Committee on Small Business & Entrepreneurship, thank you for the

opportunity to testify before you at today's hearing.

My name is Drew Greenblatt, and | am president and owner of Mariin

Steel Wire Products, LLC, based in Baltimore, Maryland. Marlin Steel Wire is a
leading manufacturer of custom wire baskets, wire forms and precision sheet
metal fabrication assemblies—all produced entirely here in the United States.
The customers for our material-handling solutions come from pharmaceutical,
medical, industrial, aerospace and automotive industries all over the world. We
export to 36 countries. Like so many other manufacturers in the United States
that compete in a global economy, Marlin Steel Wire succeeds through

innovation, investment and the hard work of our dedicated employees.
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When | bought Mariin Steel Wire Products in 1998, we had roughly
$800,000 in sales and 18 employees. Last year was our most successful one as

a business, with more than $5 million in sales and 29 employees.

| am pleased to testify today on behalf of the National Association of
Manufacturers (NAM). The NAM is the nation’s largest manufacturing trade
association, representing 12,000 member companies consisting of small and
large manufacturers in every industrial sector and state. As the voice of 12 million
men and women across the country who work in manufacturing, the NAM is
committed to achieving a policy agenda that helps manufacturers grow and
create jobs. | am proud to serve as a member of the NAM'’s Board of Directors,
and as a member of its Executive Committee. Since we are here at the Senate
Small Business and Entrepreneurship Committee, | believe it is important for me
to point out that the average size company NAM represents is around 35-40
employees. While most people think of manufacturing companies as large with

many employees, that’s not the case for a majority of NAM members.

According to NAM member surveys, roughly 97 percent of NAM members
provide health insurance for their employees. This is above the national average
overall for manufacturers, which is about 72 percent — the highest among all
sectors except government. Estimates from the Kaiser Family Foundation place

the insurance take-up rate for manufacturing employees offered coverage at 83
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percent — again, among the highest across business sectors. | mention this
because the health and safety of our workers is important to manufacturers — |
take immense pride in the fact that Marlin Steel Wire Products has operated
1,800 consecutive days without a time-loss incident. A safety record like that
takes commitment and dedication to a safe workplace and the health of my
employees. This translates to providing generous, high-quality health coverage

as well.

Marlin Steel Wire Products has provided health insurance to all its workers
since | acquired the company in 1998. As a demonstration of the importance |
place on safety and health, the plan | have been providing also covered
employee’s first $1,200 in costs for an individual or $2,400 for families. | am
personally vested in making sure cur health coverage is as robust as it needs to
be. | am on the same heaith plan as all of my employees. My family is on the

same policy as their families. If they aren’t covered, I'm not covered.

When healthcare reform was being debated, | was particularly interested
in what President Obama had to say about reducing costs by $2,500 per family
and was hopeful the plan would in fact reduce costs. The experience P've had

since its passage has been disappointing.

Before and since the Affordable Care Act was passed, | could expect my

insurance costs to increase somewhere between 8-12 percent every year. That
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largely held true until this year. My smail group plan carrier came to me this fall
and said that in order for me to continue my current policy, premiums for
individual-only coverage would require a 48 percent increase over last year. |
couldn’t absorb an increase of that magnitude, so | needed to find comparable
coverage o get myself and my employees into before the plan year starts on

December 1.

Three weeks ago, ! finalized purchasing coverage for my employees.
Ultimately, | was able to secure nearly equivalent coverage for me and my
employees, but my premiums still increased by 10 percent from the product | had
last year. This was only achievable because my plan year starts on December 1

instead of January 1, 2014.

My old plan was a good, quality product that | liked very much, but we
were forced to give it up because it was no longer affordable due to mandates,
taxes and fees required under the Affordable Care Act. As an employer with
fewer than 50 employees, | was repeatedly assured the ACA did not apply to me
and that | would be able to keep my plan - that is simply not my experience. if an
employer of any size purchases or provides health coverage for their employees

they are affected by the ACA.
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| want to provide health coverage for my employees and their families, and
| have, but because of the law, the coverage | wanted is no longer available to

me because it is unaffordable.

The plan | just purchased includes benefits | don’t want nor need and
neither did my employees. It certainly did not decrease costs as promised. As |
mentioned, if | kept my old plan, | would have been forced to pay 49 percent

more than | did last year.

For me, it's frightening to think about what we're going to do about
coverage next year and frankly | don't know what lies ahead of us in that regard.
| do know that as a business and a nation, we need to stay competitive, but | am

coming to the conclusion that we're on frack to make ourselves uncompetitive.

{ would be laughed out of the room if | told my customers | was going to
increase the price | charge by 48 percent — and I'd probably lose every bit of
business | have, if | tried. | could try to explain to my clients that they would get
all sorts of new features for the 48 percent increase —~ I'd be told they don't want it
or need it. Then, { would have a choice to make, and so would my customers. |
feel like | didn’'t have a cheice this year and many small employers find

themselves in the same position.
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As a manufacturer, 'm generally an optimist, but it's hard for me to
imagine how things will get better given the current circumstances. in my state,
there’s little real competition in the health insurance market. If you want to create
real competition, let me purchase coverage from other states or team up with

other businesses to negotiate a better deal

As for the SHOP Exchanges, from what | can tell, there has been minimal
outreach to businesses from the state to communicate about options under the
SHOP Exchange. | have not received even basic information about where they
stand in the process of getting them up and running or how they will work. | only
recently found out the SHOP exchange in Maryland has been delayed until next
April, but | don't know what kind of products will be available. This is the kind of
instability that threatens our economic success by inhibiting the ability of
businesses like mine to plan ahead. We need to be able to make economic
choices and budget for the coming year with certainty and a reasonable level of
confidence for two, three or five years out. As things stand, we have no idea how
much employee benefits will cost and that is not a comfortable position for any
business - particularly if it might be looking to add employees, expand current

facilities or invest in new ones.

I am well-aware that the Affordable Care Act is faw and it is not geing to
go away or change without bipartisan legislation. On behalf of the NAM, | urge

Members of Congress and the Senate on both sides of the aisle to take an
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honest fook at ail heaith laws that are not working, this one included, and fix
them. A 49 percent increase in premiums will not get better with finger pointing,
rhetoric, accusations or regrets over broken promises. Practical, real-world

approaches to changing the system are what we need.

Conclusion

When | think of healthcare reforms we need, and 1 think this is true of any
businessperson, cost is the main issue. Cost directly addresses the access
issue. If we reduce the cost of care in a meaningful way, we make the heaith
delivery system more efficient and we increase access to services. Driving up

costs and then providing subsidies just camoflages the underlying problem - cost.

We need to find a way to address this. | may not be a supporter of the
current systemn, but | would definitely support changes that allow me to continue
to provide high-quality health care to my employees at a reasonable price. Thank
you Chairwoman Landrieu and Ranking Member Risch for the opportunity to

testify today.
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Drew Greenblatt- President

Drew Greenblatt bought Marlin Steel Wire Products in 1998 when it was a small
maker of a commodity product. Since then, it has grown revenue seven-fold. In
the face of challenges to the global economy, Marlin Steel has invested more

than $3.5 million in robotics in a quest for quality and speed.

Today, Marlin Stee!l imports nothing and exports baskets and sheet metal
fabrications to 36 Countries, including China, Australia and Japan. Worker safety
is critical. Marlin Steel has passed 1,700+ consecutive days without a lost-time
accident. Marlin Steel has been recognized among the Inc. 5000 fastest growing
companies in the U.S. (2012, 2013); the Inner City 100 fastest growing
companies in the U.S. (2012, 2013), and Regional Employer of the Year (2007)
from Baltimore City and Baltimore County. Drew Greenblatt has been chosen as
an International Business Leadership Award Winner from the World Trade Center
Institute (2011).

Marlin’s secret sauce is Quality Engineering Quick (“QEQ”). Twenty percent of
Martin’s employees are mechanical engineers who innovate to save clients’
money by improving throughput with engineered wire baskets and custom sheet
metal fabrications. Marlin Steel’s engineers provide state-of-the-art, computer-
driven stress analysis so clients have comfort knowing that their designs will

withstand the rigors of their applications.

Greenblatt has testified to the U.S. Congress more than six times on topics
including small business, taxation, regulations, trade policy, and techniques to

grow the economy. Advocating for a robust manufacturing sector, Greenblatt
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believes that factories provide great jobs and superb benefits - a way to grow our

middle class with solid meaningful jobs.

Recognized as a leading spokesman for small business manufacturing, he writes
a weekly column for Inc.com. He has been featured on CNN, CNBC, NPR, BBC,
New York Times, Washington Post, Wall Street Journal, Economist, Fast
Company and is a FOX Small Business All Star. Greenblatt serves as an
executive board member of the National Association of Manufacturers. He serves
as chairman of the board of the National Alliance for Jobs and Innovation and of
the Regional Manufacturing Institute of Maryland. He also serves on the
Maryland Commission on Manufacturing Competitiveness as well as the

Governor’s International Advisory Council.

He has a BA from Dickinson College and an MBA from Tulane University. He

lives in Maryland with his wife and three sons.

Sheet Meta! Fabrication ~ Sheet Metal Punching
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FAST Stainless Wire Basket Quote



43

Chair LANDRIEU. Thank you, Mr. Greenblatt, for your excellent
testimony, and I am not seeing well with my cold but you did a
very good job and I thank you for focusing on fixing it as opposed
to the rhetoric associated with another proposal.

All right. Ms. Salter.

STATEMENT OF SHEILA A. SALTER, FOUNDER AND CEO,
EARLY2SURG, CHAPEL HILL, NC

Ms. SALTER. Good morning, Madam Chair Landrieu, Ranking
Member Risch, and other distinguished members of the Committee.
I am honored to be here today and to share my negative impact
Obamacare has had on my small business and me.

My name is Sheila A. Salter and I am the sole proprietor of
early2surg. I reside in North Carolina and that is a state that has
defaulted to the federal exchange.

My company is a marketing/consulting business and the mission
is to improve or accelerate the development and commercialization
of surgical devices. My primary customers are startup device com-
panies.

I have been in health care for over 35 years. I am well aware of
the weaknesses and strengths within our health care system. I do
not think there is a person in this great country of ours who does
not wish for every individual to have affordable health care.

Obamacare has negatively impacted my business and filled me
with uncertainty. I am my business. I planned for many years to
have my own business. I invested my time and my money to begin
early2surg this past February.

Now, because I have no employees, I am not eligible for SHOP
at this time but it would be a reality if and when I could afford
to expand. That is in my business plan.

Now, I would like to direct you to either the screen or you have
in front of you a chart that I submitted. You know, I was shocked
back in September when I received notice from Blue Cross Blue
Shield that my health care plan was going to be canceled and it
was going to be replaced by one that had been chosen for me at
the tune of $584 a month.

Now, if you look at the chart, we all need to be clear on this.
There is one health care plan. When I hear people talk about, oh,
you know, go to the exchanges, shop, shop, shop. You have one
plan. Okay. That plan includes the benefits listed in the left-hand
column.

Now, you can see Sheila’s plan. Sheila’s plan was the one that
I chose. I chose my services. I have done that all these years. I
chose those services, chose that deductible for $202 a month.

Now, with Obamacare, I have to have those 10 essential benefits.
Now, I challenge anybody in this room to look at the services that
I selected for myself, noting that I am 61. I know I do not look it
and I have no children or history of alcohol or drug abuse yet.
Okay.

[Laughter.]

But does anybody here really think that I need all these services
on the left-hand column? I do not think so. To have those choices
removed from me, to have the government tell me, Sheila, this is
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what is best for you, I really, I mean shocked is not the word. It
is unacceptable.

It is unacceptable now. It is going to be unacceptable 12 months
from now and I am going to never accept for someone to make my
health care choice for me.

The only thing that exchanges do, and I have gone on the ex-
changes, you have the selection of what is your deductible, what is
your co-pay, what you are going to do for prescription, are you
going to be in network or out of network.

But I do not care if you are a man or a woman, you are going
to have maternity and newborn care, you are going to have pedi-
atric services, and you are going to have services that you may or
may not need.

You know, that I think there should be a fix to it. I am open to
work with anyone to fix that.

So, how has it affected my business? Well, it has impacted how
am I going to establish my business, grow my business, expand my
business. All of that is going to be delayed.

And as you know, the website is not working exactly up to par
but I am concerned with the security of the website. You know, if
I have identity theft, if any of us have identity theft, we all know
what the consequence of that is. You know, it could wipe me out
to the point I would never recover.

So, you know, in our health care business we have a motto, first
do no harm. I want to see everybody have affordable health care.
That is a given but, you know, there are some fixes that need to
be made and I am happy to help with that.

Thank you again.

[The prepared statement of Ms. Salter follows:]
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Written Testimony
Of

Miss Sheila A. Salter
Founder & CEO, early2surg

Before the
U. S. Senate Committee on Small Business & Entrepreneurship
Wednesday, November 20, 2013

Good morning Madame Chair Landrieu, Ranking Member Risch and other
distinguished members of this Committee. | am honored to have this opportunity
to share the negative impact Obamacare has had on my small business and me.

My name is Sheila A. Salter and | am the sole proprietor of early2surg, which is a
Marketing Consulting business whose mission is to improve/accelerate the
development, and commercial launch of surgical devices for start-up device
companies.

For over 35 years my career has been in the healthcare field. | am aware of the
many strengths and weaknesses within our healthcare system. | do not think
there is a person in this great country of ours that does not wish for every
individual to have healthcare.

Obamacare has negatively impacted my business and filled me with uncertainty.
} am my business. | planned for many years to have my own business. | invested
my time and money to begin early2surg this past February.

| am still establishing the company but my business plan includes growth and
eventually, expansion. Because | have no employees | am not eligible for SHOP
at this time, but it would be my reality if and when | could afford to expand.

I'd like to direct you to the screen to clarify my points. (Content embedded
below)



46




47

I was shocked when | received notice from BC/BS the end of September my
insurance would be cancelled effective January 1, 2014. | looked over the
federally mandated 10 Essential Benefits (listed on the left side of the screen)
and it was immediately clear to me the federal government has taken away my
freedom and ability to select healthcare services | want.

Please look at the column titled "Sheila’'s Plan” which is the plan I enjoyed prior
o implementation of Obamacare. | was able to shop and find healthcare that
suited me for $202/month. The proposed BC/BS replacement policy for
$584/month includes services mandated by law and it has a higher deductibie
and co-pay. Does anyone here think my current policy is substandard?

I emailed my U. S. Congressman, David Price (Democrat) to ask for assistance.
Part of his response to me (attached is full response) was o shop con the
heaithcare gov website. That site was not working at the time and is still not
secure. He also placed blame on the insurance companies and the governor of
NC.

Clearly, there is one healthcare plan, which you see on the left hand column. The
federal government has legislated this plan is best for everyone, male or female.
"Shopping" under the federal law is deciding deductibles, co-pays but it does not
allow for one to choose one'’s own healthcare. | shopped for my healthcare and
found one | am very happy with for $202. Having my healthcare freedom of
choice taken from me is unacceptable now, 12 meonths from now, and will never
be acceptable.

How has Obamacare affected my business? It has a huge snowball effect. My
plans to establish, grow and expand are minimized and delayed. In addition, my
potential clients face the same impact. They may delay contracting my services
s0 they can pay their healthcare premiums.

Of course, ramifications of potential identity theft on my company and me could
wipe me out financially to the point I could never recover.

In my business we have a motto: First do no harm. | am faced with uncertainty
and this law has harmed me.

Again, | want everyone to have healthcare. | am happy to assist you in improving
or rebuilding an optimal plan for healthcare. But first do no harm.

Thank you again.
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From: Rep. David Price ncO4dpinbox:&mail house gov
Subject: Reply from Congressman Price
Date: November 1, 2013 af 5:30 PM
To: Sasalter&aol com

Thenk you for contzcting me regarding the notification you received from your insurence provider about changes to your plan and premium for 2014,
Although | cannot spesk for your insurance company, | eppreciste the opportunity to clarify the refationship between these changes and the Affordable Care
Act, and to summarize your health insurence options under the law.

If'you have a plan thet was "grandfithered” under the Affordeble Care Act (one that was in existence on March 23, 2010) and have not made changes to your
coverage sinoe then, you can choase o keep your plan. Grandfathered plans do not includs important new consumer proiections, such es a guaranteed right

o appeal disputed insurance decisions and rate reviews that hold insurers sccountable for excessive premiums. But if your plan was grandfathered and you

e satisfied with it the Jaw docs not require youto leave 1. You can feam more bout grandfathered plans at: hitps: /fwww.healthcare gov/whatiif-i-have-2-
grandfathered-health-plan.

1 you received a notification from your insurance provider stating that you must enroll in a new plan, the provider is cither assuming that your current plan
is not grandfathered or has decided to no longer offer the plan. You may decide to purchase the coverage your insurance company is suggesting, but this
may o may ot be the best aption for you. Before deciding how to proceed, I encourage you to visit healthcare.gov to determine which plans are offered in
your area and what the bottom-fine cost to you would be. Deciding which insurance plen works for you can be confissing, but there are unbiased resources
available - online, over the phone, o in person - & help you decide which private insurance company and level of insurance work best for you. You can
find these fre¢ resources at: localhelp healtheare. gov/.

Finally, | understand your concem about the rising cost of health care premiums. Although the Affordable Care Act does not prohibit insurance compenies
from increasing premium rates in response o changing market conditions, it docs make them justify their rete increascs, prohibit them from charging higher
retes e to pre-existing medical conditions, and require them to spend af least 80 percent of premiums on medical care ~ or refimd the difference to you. In
addition, many individuals and families are eligible for subsidies, tax credits, and cost sharing that will reduce the amount you pay for your premiums and
out-of-pocket expenses. To determine if you are eligible for these features, visit healtheare.gov. You can find out more about this part of the law st
ttps:/fwww.healtheare gov/will-i-qualify-to-save-on-monthly-premiums/.

Unfortunately, the North Carolina General Assembly and Governor Pat McCrory refiused to set up 8 state-fun insurance marketplece, which could have
attracted more competition between insurers, produced plans better taitored to the state’s needs, and resulted in lower premiums.

1 am under no llusion that the health care law s perfect, but  also know the health insurence merketplace we had before was badly broken and needed to be
repaired. | remain confident that the Affordable Care Act will produce better care at  more affordable cost & it is fully implemented, and | am willing to
work with anyone who wants to amend the iaw to make it work better. { am not, however, willing to go back to the system we had before, or tell the many
North Carolinians who lack affordable coverage that they have to wait yet anather year to get the insurance they so desperately need.

1 hope this information is helpful, and please continue to keep in touch on issues of concem,



49

Sheila A Salter Bio

Sheila A Salter is CEO and founder of early2surg, a Marketing Consulting LLC that
focuses on meeting the marketing needs of start-up, small-sized, and medium-sized
surgical device companies. In the 20+ years that Sheila worked at Covidien Surgical
(formerly Tyco Healthcare and US Surgical), she commercialized more products
than anyone else in the company’s history. One of Sheila’s many areas of expertise
is in the Minimally Invasive and General Surgery fields, particularly involving
laparoscopic procedures for Bariatric, General, Foregut, Colo-Rectal, Urology, and
GYN surgeries.

Sheila was born in South Carolina and graduated from the University of South
Carolina with a Bachelor of Science degree in Nursing. Sheila was the first person in
her family to graduate from college. Sheila’s interest in nursing began in her first
job as a nursing assistant at the age of fifteen. Sheila worked during summers to pay
for college as well as receiving a small scholarship and some student loans. Sheila’s
interpersonal skills, initiative and drive led her to move from nursing to medical
sales.

Sheila has worked in the healthcare industry for over 35 years. One of her goals was
to eventually have her own business and do what she enjoys most: assisting others
in fulfilling their dreams in the development and global commercialization of
surgical devices. In February of 2013, Sheila was able to realize that goal and
launched early2surg using her personal savings. Sheila is now able to combine her
many skills and extensive knowledge to bring innovative surgical device products to
the global market.
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Chair LANDRIEU. Thank you very much.
Ms. Evans.

STATEMENT OF CONNIE EVANS, PRESIDENT AND CEO, ASSO-
CIATION FOR ENTERPRISE OPPORTUNITY, ARLINGTON, VA

b Ms. EvVANS. Good morning, Chair Landrieu, Ranking Mem-
er——

Chair LANDRIEU. Welcome back.

Ms. EvaNs. Thank you very much for having me back. Ranking
Member Risch and members of the Committee, my name is Connie
Evans and I am the president and CEO of the Association for En-
terprise Opportunity, AEO, the national member organization and
the voice of micro-business in the United States.

For more than 21 years, AEO and its more than 450 member and
partner network of non-profit lenders and business development or-
ganizations have provided critical services, access to capital and
business counseling to under served entrepreneurs in micro-busi-
nesses all across the country.

The importance of our topic today, health insurance and its value
to micro-businesses can not be overstated. Similarly, our discussion
of how certain elements of the Affordable Care Act are changing
the health care landscape could not be timelier.

Before we proceed to the topic, however, I would like to give the
Committee some statistics about micro-businesses, those businesses
with under five employees, that AEO released just last week.

The report, Bigger Than You Think, the Economic Impact of
Micro-Business in the United States, tells a powerful story of how
the Nation’s smallest businesses make an outsized contribution to
our economy.

There are 26 million micro-businesses in the United States or
about 92 percent of all businesses. The ripple effect of direct, indi-
rect, and induced economic activities of these firms is quite impres-
sive.

Total employment of more than 41 million Americans, total eco-
nomic impact of nearly $5 trillion, and total revenue contributions
of $135 billion to federal, state, and local governments just in 2011.

In other words, although these main street businesses are small,
their combined impact is quite significant. Despite advantages,
however, many would-be entrepreneurs are reticent to leave their
jobs due to concerns about health care access.

For decades the inability to obtain health insurance has been a
barrier for those who are interested in starting a business. It is
well documented that access to health insurance drives employee
decisions.

Before the ACA removed pre-existing conditions as a barrier to
obtaining health insurance, employees often chose to stay with em-
ployers even though they were unhappy with their employment.
The inability to access health insurance prevented those who might
have otherwise left their jobs and start businesses.

As the Chair expressed this morning, indeed, the Robert Wood
Johnson Foundation does project that nearly 1.5 million Americans,
including 25,000 just in the Chair’s home State of Louisiana, will
become self-employed thanks to insurance reforms of the Affordable
Care Act.
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The entrepreneurs and micro-businesses that AEO members
serve have had the unfortunate choice of hamstringing their reve-
nues by providing health insurance to their employees or losing
their employees to larger companies who can provide that insur-
ance.

The ACA he reforms to the health insurance market, in our opin-
ion, were necessary and we hoped that these changes would lead
to better prices and more choices.

Our optimism is based largely on the exchanges, also referred to
as new marketplaces, which allow individuals or small businesses
to pool together statewide to obtain insurance.

It is with profound disappointment that the federal rollout of this
program is in complete disarray. While most of the government’s
attention has been focused on fixing the individual exchange, and
the small business exchange or SHOP has been treated as a sec-
ondary concern.

We fear that implementation of the federally facilitated SHOP
will continue to suffer delays. Even though the law requires indi-
viduals to obtain health insurance by March 2014, many plans for
individuals and businesses end at the end of 2013.

Decisions about coverage have to be made whether or not the
Federal Government can successfully rollout the exchanges. We
note that many individuals have received notices saying that their
coverage will be discontinued because that plan does not comply
with the ACA and the insurance companies have advised these cus-
tomers to shop in the exchanges but, of course, the exchanges are
not up and running so there is much frustration over what to do
in the meantime.

Do they just go without insurance and allow a gap in coverage?
What do they tell their employees?

In closing, our message is not based on any political leaning or
philosophical notion regarding health insurance. We just want it to
work. We urge the Congress and the Administration to come to-
gether to make it work for the 26 million micro-businesses on the
front lines of our economy.

Thank you for the opportunity to appear before you today and I
look forward to answering any questions the Committee may have.

[The prepared statement of Ms. Evans follows:]
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Good morning Chair Landrieu, Ranking Member Risch and Members of the
Committee. My name is Connie Evans, and | am the President and CEO of the
Association for Enterprise Opportunity (AEQ), the national member organization
and voice of microbusiness in the United States. For more than 21 years, AEOQ and
its more than 450 members and partner network of nonprofit lenders and business
development organizations have provided critical access to capital and business
counseling to underserved entrepreneurs and microbusinesses all across the
country.

The importance of our topic today ~ health insurance and its value to
microbusinesses-——cannot be overstated. Similarly, our discussion of how certain
elements of the Affordable Care Act (ACA, P.L. 111-148) are changing the healthcare
landscape could not be timelier.

Before we proceed to that topic, however, [ would like to give the Committee some
statistics about microbusinesses—those businesses with under 5 employees—that
AEQ released just last week.

The report, Bigger Than You Think: The Economic Impact of Microbusinesses in the
United States, tells a powerful story of how the nation’s smallest businesses make an
outsize contribution to our economy. There are 26 million microbusinesses in the
United States, or about 92% of all businesses. The ripple effect of direct, indirect,
and induced economic activity of these firms is impressive: total employment of
more than 41 million Americans, total economic impact of nearly $5 trillion, and
total revenue contributions of $135 billion to federal, state, and local governments
in 2011.1 In other words, although these main street businesses are small, their
combined impact is significant.

Furthermore, starting a business and creating a job is a pathway to upward mobility
and poverty alleviation, especially for women and people of color. Our research
shows that the median net worth of business owners is almost two and a half time
greater than that of non-business owners; for a Latino man, the difference is five
times higher for business owners compared to non-business owners; for an African-
American woman, the difference is more than ten-fold.2

Despite these advantages, many would-be entrepreneurs are reticent to leave their
jobs due to concerns about healthcare access, a recognized phenomenon called “job-
lock.”® For decades, the inability to obtain health insurance has been a barrier for
those who are interested in starting a business. It is well documented that access to

t “Bigger Than You Think: The Economic Impact of Microbusinesses in the United States,” The
Association for Enterprise Opportunity, November 2013.

2 Ihid.

3 Madrian Gruber (2002). “Health Insurance, Labor Supply and Job Mobility: A Critical Review of the
Literature.” National Bureau of Economic Research.
http://www.nber.org/papers/w8817.pdf7new_window=1
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health insurance drives employee decisions.* Before the ACA removed pre-existing
conditions as a barrier to obtaining health insurance, employees often chose to stay
with employers even though they were unhappy with their employment. The
inability to access health insurance prevented those who might have otherwise left
their jobs to start businesses.’ Indeed, the Robert Wood Johnson Foundation
projects that nearly 1.5 million Americans, including 25,000 in the Chair’s home
state of Louisiana, will become self-employed thanks to insurance reforms in the
Affordable Care Act.

Not only has access to health insurance stood in the way of those wanting to start
businesses, it has also greatly impacted small business growth. For small businesses
that needed to offer health insurance to their employees to be competitive,
additional health insurance costs presented a real problem. For these reasons, small
business owners, in a January 2013 Wells Fargo/Gallup poll named healthcare costs
as their greatest concern; 54% said the costs were “hurting a lot.”

The entrepreneurs and microbusinesses that AEQ’s members and partner network
serve have had the unfortunate choice of hamstringing their revenues by providing
health insurance to their employees or losing their employees or potential
employees to larger companies who can provide that insurance. They have
struggled to provide insurance because insurance companies dropped them if an
employee got sick.

Given the statistics that we just cited, it is no wonder that AEQ applauded the
disruption in the health care market that the ACA caused, because the previous
health insurance market fell flat when it came to the self-employed and
microbusinesses.

The ACA reforms to the health insurance market, in our opinion, were necessary and
we hoped that these changes would lead to better prices and more choices. Our
optimism is based largely on the exchanges, also referred to as new marketplaces,
which allow individuals or small businesses to pool together statewide to obtain
insurance. The logic behind the exchanges is that if microbusinesses can belong to a
large pool rather than try to obtain insurance one business at a time, more
insurance companies will be interested in insuring the pool. Therefore, since more
plans will be offered, free market competition will drive the prices down. Our
members, and the entrepreneurs they serve, have been looking forward to a break

4 See Field & Shapiro, “Employment and Health Benefits,” Institute of Medicine, 1993; Bundorf,
“Employee demand for health insurance and employer health plan choices,” Journal of Health
Economics, 2002; and Anand, “The Effect of Rising Health Insurance Costs on Compensation and
Employment,” Yale University, 2011,

5 Linda Blumberg, Sabrina Corlette, et al (2013). “The Affordable Care Act: Improving Incentives for
Entrepreneurship and Self-Employment.” Robert Wood Johnson Foundation.
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in prices and better access to health insurance, both on the individual and smail
business exchanges.®

It is with profound disappointment that the federal rollout of this program is in
complete disarray. While most of the government’s attention has been focused on
fixing the individual exchange, the small business exchange (or SHOP) has been
treated as a secondary concern. We fear that implementation of the federally
facilitated SHOP will continue to suffer delays.

Even though the law requires individuals to obtain health insurance by March 2014,
many plans for individuals and businesses end at the end of 2013. Decisions about
coverage have to be made whether or not the federal government can successfully
roll out the exchanges. There will be a scramble for enrollment through brokers and
private plans outside the exchanges to obtain coverage because many heaith
insurance plans expire at the end of the calendar year.

We note that many individuals have received notices saying that their coverage will
be discontinued because their plan does not comply with the ACA and the insurance
companies have advised these customers to shop in the exchanges. But the
exchanges are not up and running, so there is much frustration over what to do in
the meantime. Do they just go without insurance and allow a gap in coverage?
What does an employer tell its employees about when to expect coverage? These
are real problems that microbusinesses around the country are facing.

In closing, our message is not based on any political leaning or philosophical notion
regarding health insurance. We just want it to work, We urge the Congress and the
Administration to come together to make it work for the 26 million microbusinesses
on the front lines of our economy.

Thank you for the opportunity to appear before you today and I look forward to
answering any questions the Committee may have.

6 As a note, it is important to remember that the self-employed and sole proprietors must shop in the
individual exchange, not as small businesses. The self-employed account for 70% of all businesses in
the United States.
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Connic Evans is the President and CEO of the Association for Enterprise Opportunity (AEQ), the national
nonprofit organization and business trade association representing the U.S. microbusiness development
industry. AEO has nearly 400 member organizations that provide training, technical assistance and
resources to entrepreneurs across the United States.

Connie’s joining of AEO in March 2009 was a logical next step in her career as a visionary leader,
strategist, activist, and social entrepreneur who has founded three organizations. In 1986 she was the
founding president of the award-winning Women’s Self-Employment Project, the first and largest urban
microenterprise development organization in the U.S. and the first adaptation of the Grameen Bank model
to a U.S. urban setting. Evans also pioneered one of the first matched-savings program -- Individual
Development Aceounts -- in the country. In 2000 she founded WSEP Ventures, a social enterprise-hybrid
organization developed to serve as a catalyst for social change, economic development and community
empowerment. At WSEP Ventures, Evans launched Capital Bridge C3, a fellowship program supporting
emerging social entreprencurs. And in 2007, Evans founded CSolutions Consuiting, an advisory boutique
specializing in solutions that address soeial change.

An international developmient consultant, with over 23 years experience, she has been recognized and
utilized by such groups as the World Bank, the Clinton Administration, a host of local government and
private and independent sector organizations. With international experience spanning 43 countries, Evans
draws on her expettise in developing and implementing strategies to further economic development, health
and social change in communities.

Evans started her eareer in community mental health as a master-level psychologist. Fler commitment to
improving the health and life options for disadvantaged women and their familics moved her to “harncss
the marketplace” for solutions. As the Assistant Director of a Hull House Association affiliate in Chicago,
Evans became the Project Director for the first resident managed public housing site in the city. She helped
low-income wornen to organize, develop leadership skills, and learn business to take control over a multi-
million dollar enterprise.

Evans has lectured in universities throughout the United States and is a frequent panelist and keynote
speaker at conferences around the globe. She has many distinguished awards. A sampling includes being
named the Tnaugural Twink Frey Social Activist in 2006; the 1996 Chicagoan of the Year by Chicago
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Magazine who recognized her contributions in making Chicago a better place to live. Her leadership and
commitment to community service and social change has also been recognized with the first Teknion
Humanitarian Award in 1999; Gloria Steinem Woman of Vision Award; 1998 Community Leader of the
Year presented by the African American MBA Association at the University of Chicago; and the Chicago
Community Service Fellowship Award by the Chicago Community Trust.

Evans’ broad experiences across the worlds of bus.ness and finance compliment her skills in development
finance. She served two elected terms on the Board of the Federal Reserve Bank of Chicago, and was the
first African American woman to hold such a position. Evans was appointed by President Clinton to the
CDFI Advisory Board, a fund in the Department of the Treasury. She also received appointments from
President Clinton to the U.S. Delegation to preparatory meetings for the Summit of the Americas, to the
U.S. Delegation to preparatory meetings for the United Nations Fourth World Conference on Women in
Beijing, and again for Beijing Plus Five.

A strong advocate of good governance in nonprofits, Evans has nearly 20 years of service on philanthropic
foundation boards, and serves on a number of national and international boards including the Social
Venture Network, She is also the Chair of the Chicago Committee for the African Women’s Development

Fund, based in Ghana,
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Chair LANDRIEU. Thank you very much and all of you for your
testimony. It was all helpful to helping us work forward to try to
fix this bill for the benefit of our small businesses and individual
contractors and self-employed.

I am going to take five minutes for questions. We will do a five-
minute round alternating—I am sorry, Mila. I am so sorry to miss
you. I will tell you this cold is really knocking me for a loop.

Ms. Mila, go right ahead, Ms. Mila Kofman.

STATEMENT OF MILA KOFMAN, EXECUTIVE DIRECTOR, D.C.
HEALTH BENEFIT EXCHANGE AUTHORITY, WASHINGTON, DC

Ms. KorFMAN. Thank you. Thank you very much, Madam Chair-
woman Landrieu and thank you Ranking Member Senator Risch,
and members of the Committee.

My name is Mila Kofman and I am the Executive Director of the
District of Columbia’s Health Benefit Exchange Authority, other-
wise known as DC Health Link.

Senator Landrieu, thank you so much for your leadership and
advocacy on behalf of the Nation’s small businesses, both for your
home State and nationwide. It is truly I appreciated all the work
that you have done through the years for the small business com-
munity.

It is my honor to be here today to share with you what we have
done here in the District of Columbia. The District was an early
leader with the Affordable Care Act implementation.

In March of 2012, Mayor Gray signed legislation creating the DC
Health Benefit Exchange Authority. We are a private-public part-
nership with seven voting members who are small business owners
and experts in health insurance and health care financing. We also
have four government members who serve as nonvoting.

In the District, it really did take a village to bring success to
date. We had a very strong partnership with all of our agents, gov-
ernment agencies. We also had a very strong partnership early on
in our policy decisions. We had policy workgroups, stakeholders
who helped us make our policies and set our priorities.

We had strong support from Mayor Gray and his entire adminis-
tration as well as the City Council and Congresswoman Norton. We
had the political support we needed to move forward.

We also had strong relationships in collaboration with the busi-
ness community here in the District, business associations who rep-
resent the small business owners here. We also had strong support
from the Federal Government and especially Gary Cohen and his
entire team.

On October 1, we opened for business; and as you know, it was
reported that we were one of four states that opened on time and
did not go down and we have not gone down. We are fully open for
business and we welcome everyone, every individual who lives in
the District, every small business that is in the District, and now
I look forward to serving many of you and your staff. It was a great
pleasure to be designated as a provider of health benefits to all of
you.

I want to know that we had very strong partnerships with our
insurance industry. We have four major insurance companies sell-
ing to small businesses through DC Health Link and I think the
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best insurance companies in the Nation, Aetna, United, CareFirst
Blue Cross Blue Shield, and Kaiser Permanente.

They offer 267 different products to small businesses, something
for everyone. If you want zero deductible plan, it is there. If you
want an HSA high deductible health plan, it is there, and every-
thing in between at all price points.

Our carriers offer nationwide physician and provider networks as
well as very robust local and regional networks, and we are very
proud to offer full employer and employee choice.

So, when a small business comes in, it is very easy to create an
account. DCHealthLink.com is our web address. When a small
business comes in, the small business decides how much to con-
tribute and what options to offer to employees.

For the first time, a small business can offer the types of options
that only in the past have existed for the large employers. A small
business can pick what to contribute and pick a level of benefits
like the gold level and employees have 112 different products to
choose from.

The small business gets one invoice and we clearly say how much
the small business has to contribute and how much to withhold
from the paychecks of employees.

We also did not, we decided to take advantage of the private
market innovations so we did not negotiate rates or benefits. We
let the insurance companies compete and, boy, did they compete.

After we made all of their premiums public, one company came
back in lowering their rates twice. Another company came in and
lowered their rates once and a third company came in and lowered
their rates and offered additional product.

So, we have seen real private market competition work. When in-
surance companies compete, small businesses and individuals ben-
efit from that competition.

Chair LANDRIEU. Please try to wrap up please.

Ms. KOFMAN. Thank you, Madam Chair.

I just want to note and thank the D.C. Chamber of Commerce,
the Greater Washington Area Hispanic Chamber of Commerce, and
the Restaurant Association of the Metropolitan Washington area.
They had been our strong partners, and they are part of our suc-
cess.

I also want to note that the insurance brokers especially of the
National Association of Health Underwriters has also been a crit-
ical part to our success.

I look forward to answering any questions you may have.

[The prepared statement of Ms. Kofman follows:]
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U.S. Senate Committee on Small Business and Entrepreneurship
“Affordable Care Act Implementation: Examining How to Achieve a Successful Rollout of
the Small Business Exchanges”
November 20, 2013

Testimony of Mila Kofman, I.D., Executive Director, DC Health Benefit Exchange Authority

Good morning Chairwoman Landrieu, Ranking Member Risch and members of the Committee.
My name is Mila Kofman and I am the Executive Director of the District of Columbia’s Health
Benefit Exchange Authority. Thank you for your leadership and advocacy on behalf of small
businesses. It is an honor to be here today to testify about DC Health Link ~ the District of
Columbia’s new on-line Marketplace for individuals and small businesses in DC. We are also
proud to have been selected by the Office of Personnel and Management to serve as the health
exchange for Members of Congress, Senators and your designated staff and look forward to
serving you in that capacity.

The District of Columbia decided early to be a leader in ACA implementation. We were among
the first to apply to be a state-based exchange. We expanded Medicaid quickly after the ACA
was signed into law. Qur agencies began working together to develop our health insurance
marketplace in 2011. On March 3, 2012 Mayor Gray signed legislation creating the DC Health
Benefit Exchange Authority. The Authority is a private-public partnership with seven voting
members., They are private citizens including small business owners in the District. Four
government officials serve as non-voting members.

Our success is due to the broad collaboration we have had with our partner agencies in District
government, strong community participation in the development of our policies and priorities for
the Marketplace, leadership and support from our elected officials, our collaboration with the
business community, a close working relationship with health insurance companies and support
from our federal government partners especially the team at HHS and CMS. We had strong
support from Mayor Gray and all members of the City Council, as well as from Congresswoman
Norton. To have a successful October 1 launch of DC Health Link, it took a village.

DC Health Link opened for business on October 1, 2013. It was reported that we were one of
only four states to be successfully up and running that moming. Since Day 1 we have seen
strong interest by people and businesses in competitively priced quality health insurance.
Between October 1 and November 13, we have had more than 84,272 unique visitors to our
website (DChealthlink.com), nearly 20,000 accounts have been created by individuals to shop,
compare and choose health insurance, and nearly 700 employer accounts have been created.
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We at DC HealthLink think that the District of Columbia has the best marketplace in the nation
for small businesses. Four major insurers have traditionally served the District’s small
businesses: Aetna, CareFirst Blue Cross Blue Shield, Kaiser Permanente and United Healthcare.
We worked with each insurer to ensure all would sell to small businesses through
DCHealthLink.

There is a product for everyone, fitting a small business’ needs and budget. Insurers are offering
267 different products — HMOs, PPOs, zero-deductibie plans, and HSA-compatible high
deductible coverage, plans with broad nationwide provider networks and robust local and
regional networks — and full employer choice that allows each small business to offer its workers
a choice of insurers, plans, and different levels of coverage. Small businesses, like large
employers, can finally offer their employees choices.

When we were implementing our marketplace for small businesses, we prioritized employer and
employee choice. An employer who opens an account at DCHealthLink.com can choose what
options to offer their workers. Each employer can offer its workers:
» one health plan from one insurer;
e all health plans (HMOs, PPOs) in all levels (bronze, silver, gold, and platinum) from one
insurer; or
e all health plans from all insurers in one level of coverage, e.g. gold level has 112 different
plans from all four insurers.

An employer receives one invoice reflecting all choices by workers. That invoice reflects the
amount the employer choses to contribute and the amount that should be withheld for the
employee contribution. Very simple, one bill, and more choice for employees in small
businesses than ever before.

The DC Exchange chose not to negotiate benefits or rates. We decided instead to rely on private
market competition. We have created one big marketplace for individuals, families and small
businesses. After a transition period, all health insurance in the individual and small group
markets will be sold through our web portal. All prices and products are transparent in one
place. This policy passed the IXC Council unanimously. The creation of one big tarketplace
has been critical to creating real competition. After the four insurers initially filed proposed rates
and they became public, three of them resubmitted lower rates. One lowered its proposed rates
twice, and another submitted additional products. Insurers know that when a consumer sees all
prices, consumers are in the driver’s seat. They know that prices must be competitive and low
enough to attract buyers. We created real competition in prices and people and small
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businesses benefit.

A critical part to our success is the strong support we have had from our business community.
Throughout the development of DC Health Link, we worked with the DC Chamber of
Commerce, the Greater Washington Area Hispanic Chamber of Commerce, and the Restaurant
Association of Metropolitan Washington. This summer, we formalized these partnerships.
These three organizations are trusted sources of information for DC small businesses. They cach
host at least monthly DC Health Link educational and enroliment events. They are conducting
door-to-door outreach to small businesses in targeted areas. They are also reaching large
businesses, many of whom employ part-time workers who are not eligible for employer-provided
benefits and who will benefit from our individual and family DC Health Link marketplace. All
have posted information about DC Health Link on their websites and all are prominently
displayed on DCHealthLink.com as our partners. And, they are utilizing social media to help
educate, encourage, and enroll small business owners and their employees through DC Health
Link.

To-date, they have hosted 44 small business outreach and training sessions, promoted DC Health
Link at another 51 community events, have made individual contact with over 2000 businesses,
have more than 10,000 twitter followers, and have had more than 170,000 visits to their
websites.

Similarly, we have worked closely with the health insurance broker community. We see
insurance brokers as a vital and core sales force. We worked closely with local professional
broker associations and have a formal relationship with the National Association of Health
Underwriters (NAHU). Early in implementation, NAHU assisted us with expert support on
many of our stakeholder policy working groups. NAHU also conducted all broker training for
us.

We have created a successful business partnership with CVS — which has 59 stores in the
District. They have displays with DC Health Link brochures in each location, they promote DC
Health Link at their in-store health screening events, and they are hosting 36 DC Health Link
enrollment events during open enrollment.

Our success reflects the community based approach we have taken. Stakeholder policy working
groups helped us develop consensus based policy recommendations. Diverse stakeholders
worked together to help build DC Health Link. I want to take this opportunity to thank them and
recognize that it took a village to build the nation’s leading SHOP marketplace.
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For all of these reasons, I am proud to be here today to discuss our success and why DC Health
Link is the best health insurance marketplace in the nation for small businesses. Thank you
again for the invitation to testify and I look forward to answering your questions.
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Mila Kofman

Executive Director Kofman's Testimonies Before the Council of the District of Columbia

Mila Kofman is the Executive Director of the DC Health Benefit Exchange Authority. Appointed to the
position by a unanimous vote of the Board of Directors, Kofman is a nationally recognized expert on
private health insurance markets and has worked with states and all stakeholders to implement health
insurance reforms. Her approach is informed by her hands-on experience as the former Superintendent of
Insurance in Maine implementing health insurance reforms, being a former federal regulator working
with states to implement HIPAA reforms of the 1990s, studying state-based reform efforts and markets,
and working with employer purchasing coalitions seeking to leverage purchasing power for sustainable
financing of medical care.

From March 2008 to May 2011 as the Superintendent of Insurance in Maine, Kofman regulated a multi-
billion dollar insurance industry, heading an agency with 70+ staff and a multi-million dollar budget. A
gubernatorial appointee, she was nominated and first confirmed in 2008 and in 2010 was renominated
and unanimously reconfirmed to a new term. Her effective alliances with business groups, the insurance
industry, consumer and patient advocates, physicians, trial attorneys, and sister state agencies helped to
improve the state’s insurance market for both consumers and companies, The property and casualty
market improved its ranking to third best in the nation. Kofman was successful in her priority legislative
initiatives with some having passed unanimously. She also successfully undertook agency restructuring.
She realigned resources to clear backlogs and improve services to the regulated community; created a
market conduct examination unit responsible for ensuring compliance with the state’s laws; created a
formal and more effective enforcement process, going from a few to dozens of active enforcement cases;
and improved consurmer services processes making it easier for consumers to get help. Kofman improved
transparency and government accountability by holding public hearings around the state on health
insurance rates, efforts that were recognized by the White House and served as a model in other states.

In addition to serving on the Governor’s Steering Committee on health reform implementation in 2010,
Kofman served in key leadership positions at the National Association of Insurance Commissioners
(NAIC). She was elected Secretary/Treasurer of the northeast zone and served on the NAIC's Executive
Committee, she chaired the Health Insurance Regulatory Framework Task Force (responsible for ACA
changes to NAIC models), co-chaired the Consumer Information Working Group (statutory working
group under ACA with diverse membership of regulators, industry, consumers, physicians, agents, and
other stakeholders), and was a member of the (B) Health Insurance and Managed Care Committee, the
Exchanges Working group, the Executive Committee’s Professional Health Insurance Advisors Task
Force, and Anti-Fraud Task Force. She was also a member of the Life Insurance and Market Regulation
cominittees. She held the NAIC seat on URAC’s Board of Directors.

From 2001 to 2008, Kofman was an Associate Research Professor and Project Director at the Georgetown
University Health Policy Institute. She studied state private health insurance market reforms, regulation,
products (including alternative products like discount cards), and financing strategies. She rejoined the
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faculty at Georgetown University Health Policy Institute in July 2011 as a Research Professor and Project
Director.

In addition to more than 30 peer reviewed publications, her work included papers on group purchasing
and private-public purchasing partnerships (pre-cursors to exchanges). She led ground breaking research
on associations, which continues to be used widely. Ms. Kofman was the first in the nation to document
the third cycle of health insurance scams (a report published by BNA) ~ research that informed a GAO
study and a subsequent Congressional hearing. She has testified before the US Senate, the US House of
Representatives, and state legislatures. She also served as an expert witness in civil and criminal cases.
Kofman served on the NAIC Consumer Participation Board of Trustees for & years, the Board of Directors
for URAC for 5 years, and was co-editor for the Journal of Insurance Regulation for 3 years. In 2007, she
was recognized by the American Council on Consumer Interests and was the 2007 Esther Peterson
Consumer Policy Forum Speaker.

Ms. Kofinan was a federal regulator at the US Department of Labor (1997-2001). She worked on
legislation and implemented HIPAA and related laws, She was honored with the Labor Secretary’s
Exceptional Achievement Award. In 2000, she was appointed Special Assistant to the Senior Health Care
Advisor to the President at the White House to work on legislative and regulatory initiatives -- the
Patient’s Bill of Rights, long-term care insurance, nursing home reform, and ERISA reform.

She has appeared on NPR, CNN, CBS Evening News, ABC News and has been cited in BusinessWeek,
Consumer Reports, the NY Times, the Wall Street Journal, the Washington Post, the LA Times, the
Chicago Tribune, Forbes, US News & World Report, AM Best, AP, and other press. Her blogs have
appeared in Huffington Post, Health Affairs, and The New Republic.

Ms. Kofman holds a J.D. from Georgetown University Law Center and a B.A. in Government and Politics
from the University of Maryland (summa cum laude).
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Chair LANDRIEU. Thank you very much.

Before I start my line of questioning, I would like to submit for
the record a letter from the State of Minnesota, the governor, Mark
Dayton, who was a member of the Senate, and he quotes, and I will
put the rest in the record, Mnsure, which is—sure’s focus on small
business as a result of our State’s decision to create a Minnesota-
made exchange that best provides for the needs of Minnesotans.
Virtually every health care organization, business organization or
respected expert strongly supported our state exchange in design-
ing something that would work for us.

And he could not be here. Minnesota could not testify, but they
have some excellent information. I would like to submit that to the
record with no objection.

Let me respond in my time first to my good friend and Ranking
Member’s reference to my not supporting Senator Enzi’s amend-
ment. Senator Enzi is here. He can most certainly explain his
amendment.

But I want to say for the record the reason that I voted against
it, and I remember the Democratic caucus, is because it would have
eliminate the cap on lifetime limits.

So, people could basically exceed their limits and I thought that
was wrong and it would also have knocked young adults off their
parents plans which is one of the strongest features of the Afford-
able Care Act.

So, I would say Senator Enzi, of course, can defend himself in his
rebuttal. His bill which I voted against and many Democrats did
not keep the promise. It gutted in the bill.

Now, I have a bill that will actually keep the promise and hap-
pily last week in the House of Representatives both Republicans
and Democrats overwhelmingly voted to support some version of
the Keep Your Promise Bill that would extend that for a year. That
would help you, Ms. Salter, because you could actually keep your
plan.

So, I wanted to put that in the record.

My first question would be to you, Ms. Salter. When did you
start your current business?

Ms. SALTER. I just started my business this past February.

Chair LANDRIEU. Okay. So, you have been in business about nine
months.

Ms. SALTER. Uh-huh.

Chair LANDRIEU. And you are just starting.

Now, I want to put into the record that not only if my bill could
pass, and I hope that you could support it or a version of it, you
could keep the plan that you want. But if you chose to go to an-
other plan, I want to put in the record, if you make $27,500 a year
in your business, assuming you have no additional income, you will
actually save $4,986 because of the premium that you and your
business will receive.

If you make $32,000 a year, your annual cost of your premium,
even in North Carolina where the State itself chose not to help you
by setting up their own exchange—they let it be set up by the Fed-
eral Government—so, your State made that decision, not to us—
you would save, you would pay every year $919 and you would
save $4,257.
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If your business makes $35,000 in your first year and it goes up
to 40 or 45,000, your premium, you would still save $2,823. So, I
am sorry that your exchange is not working as well. That is what
we are here to do. But there are some benefits that hopefully you
can come to appreciate as we move forward.

Ms. Kofman, let me ask you. The D.C. exchange has gotten some
very good feedback, and as you said, both bipartisan, Republican
and Democrat. It is understood.

What would you say are the two most important features that
caused your exchange to be so beneficial to your small businesses?
Was it the way it was designed, was it the cooperative nature,
what was it and what would you recommend to others trying hon-
estly to fix this and to make it work for their small businesses?

Ms. KoFMAN. Thank you, Madam Chair.

There were several elements that were critical to us. We wanted
to build the exchange from the ground up, community-based effort,
priorities, policies that we adopted were very much stakeholder
driven. The decisions we made reflect the stakeholders who were
involved in helping us build DC Health Link.

The other critical part to us is the huge choices that are available
to small businesses, 267 different products, everything, HMOs,
PPOs, no deductible, high deductible, everything from all of the
major insurance companies.

And our value proposition is we want to make it as easy as pos-
sible to small businesses to be able to offer coverage and offer small
businesses the kind of clout they never had in the past, the clout
that large employers have enjoyed for many, many years.

That as well as the business community in the District stepping
up to the plate, putting politics aside and helping us make hard de-
cisions and helping us to build this DC Health Link to provide
services that small businesses need and want and are desperate for
in terms of affordability and predictability and an opportunity to
offer great options to their workers.

So, it took a village and the small business community was defi-
nitely a strong part of it.

Chair LANDRIEU. Thank you so much.

Senator Risch.

Senator RISCH. Madam Chairman, back to the Enzi proposal
again. I heard your explanation. You voted against it because it
eliminated lifetime caps that were required under Obamacare and
it eliminated the 26-year-old coverage which was required under
Obamacare. But this is exactly the point.

You did not promise us that if we politicians like your policy, we
are going to let you keep it. You said, if you like your policy, you
can keep it. There were a lot of people that wanted to buy policies
that cost less and that did not have lifetime caps lifted, and there
were a lot who wanted to buy plans that did not cover their 26-
year-old.

But you did not let us do that and that is the problem. The
American people want to be free. We are smart people. We can
make our own decisions. We do not need the Government telling
us what we have to have. And that is the biggest complaint I get
from Idahoans, from Americans, saying why are the politicians in
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Wilshington, D.C., constantly telling us what we should do for our-
selves.

And that is the basic problem with all of this. Whenever you try
to socialize an industry or nationalize an industry like has been
done here, it has never worked. It has been tried in every com-
munist country in the world. It has been tried in all kinds of social-
ist countries, and it never works, and it is not going to work here.

Well, let me ask a couple of questions. First of all, Mr. Nold, I
am told that there have been 150,000 small group plans that have
been canceled in your state. Is that true?

Mr. NoLD. Sir, I am not familiar with the number there. At the
Department of Insurance is the agency that handles the mecha-
nisms for that. I will be glad to provide that information to you.

Senator RiscH. Well, I have got it. They said there are 150,000
small group plans that have been canceled. On the other side of the
ledger through November 8th, 309 have signed up again. That is
a big problem it seems to me. We have 150,000 canceled and 309
signed up.

Mr. NoLD. Certainly with the small group, it is to note that the
open enrollment period that affects individuals is not the same
with small groups. There is a continuous open enrollment period
available to small groups. They can sign up anytime during the
year.

Senator RiscH. Got it.

Ms. Kofman, first of all, let me say that it is really encouraging
to hear that you were one of five, did you say, that made the roll-
out work October 1. Is that what you said?

Ms. KorMmaN. In the morning of October 1, Bloomberg news was
reporting we were one of four jurisdictions

Senator RiscH. Four.

Ms. KOFMAN [continuing]. That went live without a glitch that
morning.

Senator RiSCH. That is really good to hear that they were work-
ing. People were able to sign up. They were able to get on and do
what they wanted to do. That is a really, really good thing.

What is the population of the District?

Ms. KoFMAN. We are a small population jurisdiction, about
640,000.

Senator RISCH. I am told that in the first month with you up and
running, no glitches, everything is working well and with that kind
of a population, that you had only five enrollees in the first month.
Is that true?

Ms. KOFMAN. No, that is not true.

Senator RiscH. What is the number?

Ms. KOFMAN. I can provide your office with the exact numbers.
We did issue the most recent numbers as of November 13. We had
close to 700 employer accounts created. In terms of individuals who
completed their applications both for premium reductions and full
premiums, we were at about 1350 for full-price applications and
close to 2000 for reduced price. Each application could be a family
of 10. We only count applications.

In terms of account holders who selected a plan, over 1100 ac-
count holders selected a health plan and 565 account holders said
they wanted to be invoiced to pay.
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Now, they are not required to pay until December 15. So, I just
want to make sure that people who are residents of the District are
reminded of that. We are not asking for people to pay early. If they
want coverage to be effective January 1, they do have to make
their payment by December 15.

Senator RISCH. So, by my calculation then, a little under one per-
cent of the population in the District signed up. Would that be fair?

Ms. KOFMAN. I can provide you better numbers. Right now folks
who are shopping and making decisions, there is a lot of activity
through DCHealthLink.com.

I am encouraging both small businesses and individual shoppers
to take their time. Selecting health insurance is not an easy deci-
sion and if you are not working with a broker who can help you
through it, you really do have to take your time.

I can tell you as a former insurance regulator myself, insurance
is very complicated. Consumers who get a 150-page document
which is their insurance contract which has the exclusions and
what is included is very complicated. So, although we have made
it much easier through our webpage to shop and compare apples
to apples, we provide four-page coverage summaries that make it
much easier than before to shop. It is still not a quick decision and
we encourage everyone to take their time.

Chair LANDRIEU. Thank you, Ms. Kofman.

Senator Booker, and let me welcome you to this Committee and
welcome you to the United States Senate. I look forward to your
leadership. You have already been a champion of small business
and you are just a perfect person to join us in our effort to help
them.

Senator BOOKER. Thank you very much, Chairwoman. I want to
thank you and I want to thank the Ranking Member.

These are the things you need to teach the new guy, how to turn
on your microphone.

But I want to thank the Chair and I want to thank the Ranking
Member both who took times out of your busy schedule to sit and
meet with me and help me get along my way.

This is such an important issue for the State of New Jersey that
I am very grateful to have the opportunity. I want to thank all the
panelists. They have been informative. I wish we had more time
and I look forward to reading more of your testimony that was sub-
mitted into the record.

Mr. Greenblatt, first of all, I appreciate your Jersey connection,
a guy who vacations in Jersey, and you have some Jersey boy aura
sp to you.

[Laughter.]

I want to say to you, first and foremost, as the geologists say, you
rock. And you rock not because of your Jersey connection because
I feel one of a kinship with you, both you and I in the last month
have come down to Washington. You get to go home I think; I am
going to stick it out here and battle it out.

But you deal with pragmatism and I have had to deal with it.
I cut 25 percent of my employees as a mayor. One of the reasons
I had to cut so much is because health costs were going up so
much, my taxpayers could not afford it.
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I had to balance the budget for every year. So do you. And the
challenge that you have which I have seen working with local man-
ufacturers in my city that I wanted to expand is that you said you
export products to China. Right?

Mr. GREENBLATT. Yes.

Senator BOOKER. You are competing globally, right?

Mr. GREENBLATT. Absolutely.

Senator BOOKER. I would like you a lot and when you compete
globally, you are competing against countries in Europe and Asia
and across the globe, right?

Mr. GREENBLATT. Absolutely. Right.

Senator BOOKER. And many of those countries have different
health care systems and most of those countries, most of our com-
petitor Nation’s have much lower health care costs, right?

Mr. GREENBLATT. Absolutely. This is a challenge for us. Take
Canada, their health insurance is included, is part of the system
but their taxes are 15 percent. Our taxes are 40 something percent.

Senator BOOKER. God bless you.

Mr. GREENBLATT. This makes it challenging to compete with
Canada.

Senator BOOKER. I want to compete with Canada in every way
except for Toronto, their Mayor, they have challenges there.

[Laughter.]

So, my point to you is that your pragmatism I love because this
is not about politics, it is not about the pugilism that is profoundly
prodigious sp in Washington. It is about solving problems, lowering
costs, giving access; and small business people like you want to
compete with the big boys. Right?

Mr. GREENBLATT. Absolutely.

Senator BOOKER. And what I see in my city is many folks have
a hard time keeping employees who could easily go to other compa-
nies who have better health insurance plans.

In fact, you probably know people that will go to a company and
get less salary for better health insurance. Is that not correct?

Mr. GREENBLATT. I think that is one of our positive attributes
that we have such a good plan.

Senator BOOKER. Right. And so the key here, and the goal here,
is to make sure that we take this variable which has made small
businesses get so crushed in the past that it helps them be more
competitive, not only in keeping employees locally but also com-
peting against other countries that have lower health care costs,
call it socialism or whatever you want, they have lower health care
costs and you are competing against them because you internalize
those costs and many of those companies do not. Right?

Mr. GREENBLATT. You are right.

Senator BOOKER. So, that is the pragmatism. We are not here to
score political points. I do not care about in the next election. I care
about solving the problems. And when you look at polls, they might
not like politicians but most people are saying right now, fix the
dagnab thing which you are saying. Right?

Mr. GREENBLATT. Absolutely.

Senator BOOKER. And so, Mr. Hickey, who has no New Jersey
connection.

Dr. HiCKEY. Actually I do.
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[Laughter.]

Senator BOOKER. You do. In my last 90 seconds, sir, would you
please, you are well down the field. You have a functioning ex-
change. You heard the good Jersey boy, Mr. Greenblatt, and Mr.
Allen’s problems.

Could you please tell us what the future could look like for them
and how to solve the very real problems they brought up?

Dr. Hickey. Number one, put together an exchange board that
is from both sides of the aisle but, as you say, they care about the
people of New Jersey. Our board has people——

Senator BOOKER. I am sorry to interrupt you, sir. I do not know
if you know about my governor. He is a very quiet, soft-spoken not
to many people know who he is.

[Laughter.]

But he did not participate in the exchanges. We have one of the
best local insurance-based knowledge there is and we did not en-
gage in that in New Jersey. We left it up to the Federal Govern-
ment. So we are way behind you in Kentucky, not a place that we
like to be in New Jersey. But continue. Or New Mexico.

Dr. HICKEY. Yes. And that board being made up of people even
though they were vitriolic against the ACA. Once they got on that
board, they said we have an obligation, a fiduciary duty to the peo-
ple of New Mexico, and we are going to make this work.

Senator BOOKER. Right and left coming together.

Dr. HickeY. Right. And we all came together. We have a great
Chairman. He is also a doctor. We all came together and we met
and we met and we met and resolved the issues. We hired an excel-
lent CEO and we hired a company, a previous private exchange
vendor, a SHOP in a box is what we call it, and it already worked
and we knew it would work.

Senator BOOKER. My time has expired but we do not have time.
People are hurting right now. We have got to fix this before the
next election and I appreciate you showing us the way forward.

Chair LANDRIEU. Thank you very much, Dr. Hickey.

Senator Enzi.

Senator ENzI. Thank you, Madam Chairman.

I had not anticipated getting into my Congressional Review Act.
But since it has been brought up several times, I will.

One of the reason that it included some things that you would
prefer not to have in it is that when the Federal Register is pub-
lished and says that there is going to be this huge cost of people
losing their insurance even though the President has promised that
if they like their insurance they can keep it, your choice is not to
pick from the things that are in there.

You have to reverse the whole regulation. The whole regulation
would have made it possible for people to keep their insurance if
they liked it.

So, you also have a very limited time to be able to bring up a
Congressional Review Act and have that kind of a forced eight-hour
debate and then up or down vote on a regulation. And I took ad-
vantage of that window.

After that window closes, the only people that can make a dif-
ference would be through the majority leader which means that the
majority side could have brought up things that would have left out
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the one or two things that were in that regulation that they did
not like and they could have made it so that people could keep
tﬁeir insurance if they liked it provided it did not have those two
things.

That is not how it works and there has not been any effort in
the meantime to do that. Now that it has been exposed, there is
a tremendous effort and interest, and Senator Johnson has a bill
that would comply with what I think the Chairman said would be
acceptable to go ahead and fix it so that people who like their in-
surance can keep it, although it should have been done three years
ago so that the insurance companies would have had the oppor-
tunity to adjust to the time, to have their actuarial stuff together
for this particular time and I think it would have helped out busi-
nesses.

There are actually three changes that I would like to make in
Obamacare; and if we made those three changes, it would make
more of a difference in jobs and the economy than the stimulus
package did.

One of those would be to change those hours for part-time from
30 to 40, and that is kind of the standard by the Small Business
Administration, and this is the Small Business Committee. So, I
would hope that we would do that.

I had a 10-step plan for fixing health insurance before the Presi-
dent ever became a Senator, and one of the things in that was
small business health plans, and we had an opportunity to do that
that would allow small businesses to group together through their
association, any association, across state lines, nationwide, so they
would have a big enough group that they could effectively negotiate
with any insurance company.

There is another proposal that would have allowed them to self-
insure on those big groups. Those would have provided a lot of ad-
vantages for small business. Those are not available.

Small business owners in Wyoming are asking me what can be
done. Wyoming did not do an exchange. It is the least populated
state in the Nation. It is less populated than the District of Colum-
bia, and we have a lot of miles between places, and we have ex-
tremely small towns, and we only have two insurance companies
that are interested in serving there.

Under prescription part D, we only had two companies providing
prescriptions until we did prescription part D. And one of the
things that surprised us, suddenly 48 companies wanted the busi-
ness in Wyoming even though it was a small populated state.

What was the effect? Before the law even went into effect, it
dropped prices by 25 percent and gave people choices. We could
have had that same thing here but we do not.

So, I want to thank you all for the testimony that you had. I had
some pretty specific questions that I would ask just quickly.

Mr. Allen, you mentioned that drugs cost 52 percent more be-
cause of the name brand requirement. Could you expand on that
just a little more?

Mr. ALLEN. Yes. So, the plan that we have presently covers only
generic drugs, and the difference in premiums to go to the new pol-
icy that includes the brand-name drugs, the difference in the pre-
mium is 52.3 percent.
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Senator ENZI. I think you said that none of your employees were
using brand-name drugs?

Mr. ALLEN. That is correct. In preparation for my testimony
today, I did a poll among my employees and not one single person
is presently taking or has any plans to take any pharmaceuticals
that are only available as a brand-name product.

Senator ENzI. Thank you.

I think there are a number of great examples there, and I appre-
ciated Mr. Greenblatt’s comments about his sales to China and how
he bids those three or five years in advance, and sometimes he
could not use a little bit of stability in what his prices are going
to be, and he is not getting that under the exchange.

I thank the Chair.

Chair LANDRIEU. And I thank the Senator from Wyoming.

Senator Shaheen, who also comes from a small State, just to put
for the record as the Senator knows, there are 576,000 people in
Wyoming less than in the District of Columbia. One chose the ex-
change, one chose not.

Senator.

Senator SHAHEEN. Thank you very much, Chair Landrieu and
Ranking Member Risch for holding the hearing. Thank you all for
being here. I am sorry I missed your spoken testimony this morn-
ing but I do think it is very important for all of us to hear from
small businesses.

In New Hampshire, 96 percent of our employers are small busi-
nesses. It is a brilliant foundation of our economy, and the frustra-
tions that you have shared are ones that I think everybody on this
panel appreciates and shares in terms of how to make this law
work and what we can do better.

You know, one of the biggest concerns that I have heard from
New Hampshire small businesses is about the cost of health care,
and Mr. Greenblatt, you and Senator Booker engaged in a back
and forth on that this morning.

But small businesses currently in New Hampshire are paying 18
percent more than large businesses because of administrative costs.
So, finding a way to address the challenges that you face is going
to be critical.

And you know, looking at what we can do to fix this legislation
I think is very important. In that vein, I have all offered a bill that
would delay open enrollment in the individual market because that
is the immediate problem that we are facing in New Hampshire,
and I did that because we want to make sure that people have time
to enroll.

Now, fortunately with the SHOP exchanges, that is an ongoing
opportunity. But New Hampshire like Wyoming, like a number of
other states, also has not chosen to do a state to exchange; and so
we are very much struggling with what is happening at the federal
level.

I wonder for Mr. Nold and Ms. Kofman as you have participated
in state exchanges that are working, if you could talk about the re-
action of those businesses that are enrolled in the SHOP exchanges
in the District of Columbia and in Kentucky and how they are feel-
ing at this point about the product that they are getting.

Mr. Nold, maybe you would go first.
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Mr. NOLD. Sure. As you are aware, the enrollment process will
in the small-group exchange, the SHOP exchange, is really a two-
step process.

The first step is the employer themselves will come to the ex-
change and shop and try to determine which plans they want to
offer to their employees. Once they go through that process and
pick the plans that they want to offer, then the employees are
given a 30-day open enrollment opportunity to go on line and pick
the one they want.

So, it takes a little longer in the SHOP to really get to the point
where you actually are enrolling. So, that process has to be com-
pleted. That is, the open enrollment period for the employees has
to be completed.

We have a participation requirements in Kentucky that says that
75 percent of the employees have to participate. If they do not,
then the employer, so that takes time.

We have gotten to the point where now employers have selected
plans and the open enrollment period is ongoing where employees
can come in and choose.

So, what I am trying to say is that it is difficult to say how that
is all going to happen. It is again predicting the future. So, but we
are very, very encouraged about the numbers. I mean, we have had
over 93 employers that have gotten to the point where their em-
ployees are now picking plans.

Senator SHAHEEN. Great. Thank you. Ms. Kofman.

Ms. KoFMAN. Thank you. I will just share with you a theme
small businesses have shared with me of their experience. So, one
small business is growing and they never offered coverage in the
past. So, this is the first time they can offer coverage to their work-
ers and themselves because if the workers are not covered it is
likely the owner is not covered either. So, one small business was
very excited about that.

Another small business I spoke to on October 1 said, the owners
said, based on his quick review of all the products he will save 12
percent, at least 12 percent. At that point in time he has not made
a decision of the products he wanted to offer.

And another small business I spoke to said they were very happy
not to be paternalistic any longer. They can just decide how much
to contribute and let their employees decide which HMO or PPO
or insurance company to select.

So, anecdotally, small businesses that I have talked to have been
very, very pleased with the product offerings, the range of offer-
ings, and the price is.

Senator SHAHEEN. Thank you.

Thank you, Madam Chair.

Chair LANDRIEU. Thank you very much.

Senator Johnson, thank you for joining us.

Senator JOHNSON. Thank you, Madam Chair.

In solving any problem, in negotiation, the first thing you want
to do is figure out what you can agree on. There are a couple of
things I can agree right off the bat with you, Madam Chair.

You know, we need to fix this bill, and there is a lot to fix. Sec-
ondly, it sounds certainly in your opening statement that you are
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giving states a lot of credit and we are having real problems on the
federal level.

I agree. The federal level I do not think has any capability of
doing this. The states are far better, a far better place to start solv-
ing these problems.

So, I want to start my first question with Mr. Nold. Did Ken-
tucky need a 1600-page bill with 20,000 plus pages of regulations
to do this small business exchange?

Mr. NoLp. Uh

Senator JOHNSON. Quickly.

[Laughter.]

You could have done it on your own. Could you not?

Mr. NoLD. We tried to do it back in 1990, the early 1990s and
it—

Senator JOHNSON. You did not need a federal bill. Did you?

Doctor Hickey, did you really need a 1600-page bill and 30,000
pages, 20 or 30,000 pages of regulations, to do this in New Mexico?

Dr. HickeEy. That set up some of the rules and regulations, Sen-
ator, but we had a 60-page bill creating the exchange.

Senator JOHNSON. So, you could have done it far easier. We did
not need a federal solution. We did not need to take over one sixth
of our economy to start doing these things.

So, again I will stipulate. Another thing we agree on. I think a
smeill business exchange is a good idea. It is a sharing of the risk
pool.

Dr. HicKEY. Right.

Senator JOHNSON. It is a good idea.

Dr. HICKEY. Right, right. And we had a very supportive Repub-
lican governor doing it and a Democratic legislature and they com-
promised on this bill and we moved right out of the gate. I think
states are a great place to start.

Senator JOHNSON. To paraphrase Senator Booker, this is not
about politics. It should not be. It is really about solutions. I would
say ﬁt is really about recognizing reality. It is about telling the
truth.

In fact, the matter is the American people have not been told the
truth. Let us talk about cost. You know, we were guaranteed that
if you pass this law, the cost for an average family plan would be
reduced by $2500 per year.

Ms. Salter, by the way, did a great job here. I want to ask you,
because you have the exact experience, if you have a health care
plan and that add, we will say, ambulatory patient services, is that
going to increase the cost or decrease it?

Ms. SALTER. If I have one now?

Senator JOHNSON. Yeah.

Ms. SALTER. It will increase.

Senator JOHNSON. Doctor Hickey, if you add emergency hospital
services to that, is that going to increase the cost or decrease it?

Dr. HickEY. They are automatically covered.

Senator JOHNSON. But again, in other words, if you add cov-
erages to a health insurance plan, is that going to increase the cost
or decrease the cost?

Dr. Hickey. That generally will increase the cost but the state,
again coming back to the state, the state had the authority under
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the federal bill to decide what essential benefits were going to be
covered.

Senator JOHNSON. But again, I am just talking about the truth
of what promises were made here and we were promised that the
health care law would actually decrease costs but all of the added
costs, all the added coverages, all the added mandates have in-
creased costs. Correct?

Dr. HICKEY. Sir, if I could point out to you that 25 percent of the
premiums that you pay today goes to cover the uninsured and the
services they get from wherever they get them from.

So, in fact, I think, is where the opportunity, once those people
get covered, the insurance companies will have a major oppor-
tunity

Senator JOHNSON. Right, that is

Dr. HICKEY [continuing]. To lower the cost.

Chair LANDRIEU. Please let him answer.

Senator JOHNSON. But that is really not

Chair LANDRIEU. Please let him answer.

Senator JOHNSON [continuing]. What the business people are ex-
periencing.

Chair LANDRIEU. Senator Johnson, please let him answer.

Go ahead.

Senator JOHNSON. Well, I have such limited time here so I have
got to move quickly.

I do want to talk about the other totally broken promise. Fraud,
and it is massive fraud. It was a political deception that if you like
your health care plan you could keep it. While I do appreciate that
Senator Enzi pointed that out if you like your health plan you can
keep it which again I appreciate Madam Chair’s, her attempt, but
her bill only covers those individuals who participate in the indi-
vidual market where we are going to see, I believe, because of
those increase in cost, 49 percent, 52 percent increase in insurance
premiums, we are going to see a massive loss of employer-spon-
sored coverage coming next year.

So, I guess I would certainly encourage Madam Chair to take a
look at my bill which actually is all inclusive, and it is not quite
so onerous on forcing insurance companies to do what they may not
be able to do because of state regulators.

So, I would really like you to take a look at your law versus my
law and I would like to start working with you folks to actually
start giving Americans in the freedom, allow them to keep their
ability to choose the types of health care plans that they can afford,
that they actually want.

So, thank you, Madam Chairman.

Chair LANDRIEU. Thank you. I will look forward to doing that.
Your bill, of course, guts be Affordable Care Act. Mine fixes it. We
will talk about that later.

Senator Vitter.

Senator VITTER. Thank you, Madam Chairman.

First of all, I wanted to give a quick update. At one of our last
hearings about Obamacare and small business, we had a very com-
pelling witness from Louisiana, Larry Katz, the owner of Dot’s
Diner. And unfortunately—I have followed up with him in response
to his testimony, and unfortunately, it has gone from bad to worse
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due to he was forced to cancel policies he provided before in par-
ticular so that many of his employees could still be eligible for a
subsidy on the exchange.

Now, he followed the law by giving 90-day notice and he also
asked and hired a consultant to come in to help his employees with
the Obamacare exchange application.

However, all the website problems have pretty much shut down
their ability to purchase insurance on the federal exchange for now.
The consultant next coming in December 1st which gives them two
weeks to enroll.

If his employees go to the individual market, they will see an av-
erage premium increase of 54 percent; and if they cannot get plans
there on the exchange, there will be 30 individuals who were pre-
viously happy with their employer-based coverage who will not
have any coverage. So, that is a very real-world but unfortunate
update.

In terms of questions, Ms. Kofman, I wanted to ask you a few
particularly based on Congress and congressional staff going to the
D.C. SHOP exchange under the special carveout rule for Congress.

Are there more than 50 members of Congress or employees that
will procure insurance on this D.C. SHOP exchange?

Ms. KOFMAN. I am sorry. All of the enrollment for employers is
protected information, and I am not able to share with you any
specific details about the Congressional enrollment.

Senator VITTER. Based on the size of Congress, 535 members and
the size of their employee base, would you expect that number to
be more than 507

Ms. KOFMAN. More than 50 people enrolling?

Senator VITTER. Yes.

Ms. KOoFMAN. Oh, yes, I am sorry. I did not understand your
question. That is correct. The provision under the Affordable Care
Act that speaks about Congressional enrollment essentially over-
rides the small business size and that is how you are able to avail
yourself of the same choices that small businesses have in the Dis-
trict.

Senator VITTER. Correct. Is there any other large employer,
meaning over 50, who gets the same treatment and gets to go to
that exchange?

Ms. KOFMAN. So, At this time, the Congressional provision—the
Congressional prevision only applies to Congress. In 2016

Senator VITTER. Forget about the Congressional provision.

Right now, for 2013, 2014, going into 2014 is there any other
large employer who has the opportunity to go to the D.C. SHOP ex-
change or whose employees can?

Ms. KorMAN. In the city, we made a decision to limit the size of
the small business market to up to 50 workers.

Senator VITTER. So, Congress is the only large employer who gets
that special treatment?

Ms. KoFMAN. It is a function of one of the provisions in the Af-
fordable Care Act.

Senator VITTER. Okay. And is there any large employer who gets
this huge subsidy well above the normal income-based subsidies of
Obamacare in that exchange?
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Ms. KOFMAN. So, small businesses in the District, they also,
many contribute 100 percent to the premium just as you have
heard from other witnesses. Small businesses, especially non-
profits, in the District provide platinum plus level of coverage to
their workers and contribute 100 percent. Many contribute 100 per-
cent toward the premiums so they do better than Congress.

Senator VITTER. But again, Obamacare has a clear distinction be-
tween under 50 and over 50. So, my question was. Are there any
other large employers, which means over 50, who go to an ex-
change, go to the D.C. SHOP exchange at all or go there and con-
tribute this big subsidy?

Ms. KOFMAN. So, in the District, we do not allow larger employ-
ers to come in. In 2016, larger employers up to 100 can come in
starting in 2016, and then it will be a policy decision for the Dis-
trict whether or not to expand the DC Health Link to larger-sized
employers.

Senator VITTER. What, in your opinion, justifies this completely
different and better treatment for Congress?

Ms. KorFMmaN. Congress gets the same treatment as all small
businesses in the District. You have the same——

Senator VITTER. Congress is not a small business. It is not under
50 employees.

Ms. KOFMAN. So, by going through DC Health Link, you get ac-
CﬁSS to everything that small businesses in the District get. By
choice——

Senator VITTER. I understand.

Chair LANDRIEU. Your time is up.

Senator VITTER. But my question is. What in your opinion justi-
fies this completely different

Chair LANDRIEU. Senator Vitter, I am very sorry. Your time is
up so let me answer that question.

The Federal Government is not a small business. The Federal
Government is a large business and the Federal Government, Con-
gress, employees, postal workers as you know very well because
you have studied this issue very well is under the same as large
businesses in America; and that insurance premium is shared be-
tween the worker and the government, their employer.

Now, that is not the subject of this hearing. We can talk about
it. We have debated it. You have had ample time to debate that
on the floor. So, if you do not mind that, let us take that debate
to the floor.

Senator VITTER. Madam Chair, can I briefly the respond?

Chair LANDRIEU. No, you may not and your time——

Senator VITTER. Can I briefly respond?

Chair LANDRIEU. I will give you 20 seconds to respond because
you have a lot of time on the floor on this issue and Ms. Kofman
does not.

Senator VITTER. Well, I certainly did not have a 25-minute open-
ing statement here so I would just like to briefly respond.

Chair LANDRIEU. You have plenty time on the floor. You can re-
spond. Ms. Kofman does not have the time.

Senator VITTER. You are right that Congress is not a small busi-
ness. It is a large employer and it is treated completely differently
than any other large employer and far better by being able to go
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to this exchange, the only large employer that is allowed to do that.
And by being able to get a huge subsidy, only large employer that
is able to do that for this period or any time soon.

Chair LANDRIEU. And if your bill passes, the only large employer
that will not be able to get insurance would be you and your staff.

Thank you all very, very much. I really appreciate it. It has been
an excellent hearing. We are going to go to the second panel.

[Pause.]

Excuse me. Welcome back. Thank you all so much and let us
beﬁin with our second panel. If you will just briefly introduce your-
self.

In light of the time, we would like to extend this for another 30
minutes. It is very, very important.

Most of the members have left accept Senator Vitter and myself.
So, we will stay here and debate this or get testimony on the
record.

If you would proceed please—I am sorry. Senator Booker is also
here.

If you would introduce yourself briefly and begin. Ms. Borzi.

STATEMENT OF HON. PHYLLIS C. BORZI, ASSISTANT SEC-
RETARY, EMPLOYEE BENEFITS SECURITY ADMINISTRATION,
U.S. DEPARTMENT OF LABOR, WASHINGTON, DC

Ms. Borzi. Thank you, Madam Chair. Good morning, or I guess
it is afternoon by now, to you, Chair Landrieu.

Chair LANDRIEU. Can you speak into your mic please? You have
got to lean and I am very sorry. It is uncomfortable but you have
to lean forward.

Ms. Borz1. Thank you very much for inviting me here this morn-
ing. I am Phyllis Borzi. I am the Assistant Secretary of Labor for
the Employee Benefits Security Administration and I am here
today to discuss the Department of Labor’s activities related to
communicating with small business about the opportunities and re-
quirements that exist under the Affordable Care Act.

The department’s Employee Benefits Security Administration or
EBSA is committed to helping small businesses and employees un-
derstand and benefit from the law.

The health insurance market place premium tax credits and no-
tices to employees of coverage options available through the mar-
ketplace are all designed to expand access to affordable health cov-
erage.

For small businesses, the small business health options program,
the SHOP exchange, offers one-stop shopping to enable small busi-
nesses to find and compare private health insurance options. The
SHOP is administered by HHS and the states.

The marketplaces will help individuals and small businesses
evaluate their private health insurance options for coverage effec-
tive January 1, 2014. The new Fair Labor Standards Act Section
18B notice gives employees information about coverage options
available through the marketplace and, if applicable, information
about their employer-offered coverage.

Employers covered by the FLSA are required to provide this key
notice of coverage options to each employee no later than October
1, 2013. For all new employees hired after that date, employers
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have to provide the notice within 14 days of the employee’s start
date.

Now, although there is a statutory duty on employers to provide
this notice, there is no fine or penalty under the statute for failing
to do so.

On May 2, the department issued Technical Release 2013—2 pro-
viding guidance on the coverage options notice, as well as model
notices. We are increasingly using model notices in an effort to be
helpful to small businesses because a model notice makes the no-
tice requirement far less burdensome.

Without a model notice, employers need to figure out for them-
selves how to comply with statutory requirements or hire somebody
to help them.

EBSA worked with HHS and our other sister agencies to develop
the model notices. We also received feedback from employers. The
model notice serves as a compliance assistance tool for employers
but employers are not compelled to use these notices.

There is one model notice for employers who offer health plans
to their employees and a second one for employers who do not offer
health plans. These notices are posted on our website in multiple
formats for easier use by employers and are also available in Span-
ish.

The two model notices make the process for shopping for health
care coverage easier for both employers and employees. For exam-
ple, the model notice for employers who offer health care coverage
deliberately contains more information than the minimum statu-
tory requirements for this notice. Why? Because then employees
will have more information about their coverage options inside and
outside of the marketplace.

This also creates efficiencies for employers because the extra in-
formation in the model notices matches exactly the marketplace
employer coverage tool designed by HHS which is part of the single
streamlined application for the coverage in the marketplace.

This means that an employer who uses our model notice will not
face additional requests for information from the marketplace
about coverage with respect to the employee because the model no-
tices satisfy both the FLSA and the HHS requirements.

Outreach and compliance assistance are very high priorities for
EBSA. We partner with HHS, Treasury, IRS, and the Small Busi-
ness Administration using a multifaceted approach that——

Chair LANDRIEU. Please try to wrap up.

Ms. Borzi. Certainly—coordinated online information linked to
other agencies, webinar trainings and compliance and participant
assistance.

In addition, we have benefit advisors that are available to assist
small employers with compliance both through our website and
through our toll-free hotline.

I think I will stop there and be happy to take any questions.

[The prepared statement of Ms. Borzi follows:]
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TESTIMONY OF PHYLLIS C. BORZi
ASSISTANT SECRETARY OF LABOR
EMPLOYEE BENEFITS SECURITY ADMINISTRATION
BEFORE THE
SENATE COMMITTEE ON SMALL BUSINESS
AND ENTREPRENEURSHIP
UNITED STATES SENATE

November 20, 2013

Introductory Remarks

Good morning Chair Landrieu, Ranking Member Risch, and Members of the Committee.
Thank you for inviting me to discuss the Department of Labor’s (Department) activities
related to communicating with small businesses about the opportunities and requirements
that exist under the Affordable Care Act. The Department’s Employee Benefits Security
Administration (EBSA) is charged with the administration of the Employee Retirement
Income Security Act of 1974 (ERISA), and is committed to protecting the security of
health, retirement, and other employee benefits for America’s workers, retirees and their
families.

The Affordable Care Act will extend health care coverage to millions of Americans. Many
provisions of the Affordable Care Act are designed to expand access to affordable
healthcare coverage. These include provisions for coverage to be offered through the
Health Insurance Marketplace (Marketplace), premium tax credits to assist individuals and
small businesses in purchasing coverage, and employer notices to employees of coverage
options available through the Marketplace. For small businesses, the Small Business
Health Options Program (SHOP) offers “one-stop shopping” to enable small businesses to
find and compare private health insurance options.

The Department, Treasury, and HHS work together to administer and provide compliance
assistance with respect to many aspects of the Affordable Care Act, particularly the
consumer protection provisions. The Departments share responsibility for issuing
regulations and other guidance. Other provisions such as the Marketplace and SHOP rules
are administered by HHS and the States, while the employer-shared responsibility and tax
credit provisions are administered by IRS and Treasury. We also work closely on outreach
with HHS, Treasury, the Small Business Administration (SBA), and others to ensure that
small business owners know the facts about the Affordable Care Act.

EBSA works to provide understandable and easily accessible communications about the
law’s requirements. Qur approach to date has been to work together with plans, issuers,
consumers, providers, States, and other stakeholders to help members of the regulated
community come into compliance with the law and to help individuals and small
businesses understand and benefit from the law, as intended.
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Expanding Access to Affordable and Comprehensive Health Care Coverage
New Notice Requirement

The new Marketplaces will help individuals and small businesses evaluate private health
insurance options for coverage effective January 1,2014. The Affordable Care Act creates
a new Fair Labor Standards Act (FLSA) section 18B requiring employers to provide a
notice to employees of coverage options available through the Marketplace and, if
applicable, information about their employer-offered coverage. Employers covered by the
FLSA' are required to provide this key notice of coverage options to each employee,
regardless of plan enrollment status or part-time or full-time status.

To assist employers with their notice obligations, on May 8, 2013, the Department issued
Technical Release 2013-02 providing temporary guidance on FL.SA section 18B, as well as
model notices. These model notices serve as a compliance assistance tool for employers,
but they are not compelled to use these notices. One model notice is for employers who
offer a health plan to some or all employees, and a second model notice is for employers
who do not offer a health plan. The model notices are also available in Spanish. The
Department developed the model notices after engaging in outreach and receiving
feedback from employers. The Technical Release also outlines the statutory content
requirements so that employers may tailor the models to their own situations. Many
employers find this information through our website —~ the Technical Release was the
second most visited page on our website last fiscal year. The model notices and related
FAQs are popular as well.

The model notices respond to requests from employers to assist them as they communicate
with their employees about coverage in the Marketplace and to help answer the many
questions employees may have. In particular, the model notice for employers who offer a
health plan contains more information than the minimum statutory content requirements
and assists employees by providing them with information about their coverage options
inside and outside the Marketplace. This model notice will create efficiencies for
employers because it matches the Marketplace Employer Coverage Tool designed by
HHS (which is part of the single-streamlined application for Marketplace

coverage). Accordingly, employers who use the model notice will not face additional
requests for information about coverage with respect to an employee. The model notice is
posted on EBSA’s website in multiple formats for easier use by employers.

Employers that prefer to organize their notices differently, or to provide more or less
information are free to do so, as long as the notices still meet the minimum statutory
content requirements. To comply with the statute, the notice must inform employees how
to contact the Marketplace, and describe the services it provides. It must inform
employees that, depending on their income and the coverage offered by their employer,

1 The Department’s Wage and Hour Division provides guidance relating to the applicability of the FLSA in
general, including an Intemet compliance assistance tool to determine applicability of the FLSA.
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they may be eligible for a premium tax credit if they purchase coverage through the
Marketplace. The notice must include a statement informing employees that, if an
employee purchases a qualified health plan through the Marketplace, he or she may lose
the employer contribution (if any) to any health benefits plan offered by the employer and
that all or a portion of such contribution may be excludable from income for Federal
income tax purposes.

Covered employers were required to provide the notice to all current employees no later
than October 1,2013.% For all new employees hired on or after that date, employers must
provide the notice within 14 days of the employee’s start date. Employers have several
options for delivering the notice, including hand delivery, first-class mail, or electronic
delivery. As explained in guidance released September 11, 2013, there is no fine or
penalty under the statute for failing to provide the notice.

Tax Credits and Market Reforms

Many small businesses that offer coverage to lower-wage workers may receive a tax credit.
In addition, as explained in the FLSA notice requirements, individuals may qualify for a
premium tax credit depending on household income if they purchase health insurance
through the new Marketplace, but only if their employer does not offer coverage, or offers
coverage that does not meet certain standards. Treasury administers these provisions.

The insurance market reforms under the Affordable Care Act improve health coverage for
small businesses and individuals by providing important protections. These reforms
include extending dependent coverage up to age 26; prohibiting preexisting condition
exclusions for children under age 19 and for all individuals beginning in 2014; and
prohibiting lifetime dollar limits on essential health benefits. Most individuals are now
able to receive coverage without cost sharing for recommended preventive services, such
as blood pressure, diabetes and cholesterol tests, regular well-baby and well-child visits,
routine vaccinations and many cancer screenings. The Departments have worked together
to release guidance and inform the public about these important reforms.

Outreach and Compliance Assistance

QOutreach and compliance assistance are high priorities for the Departments and, as
previously mentioned, our approach emphasizes helping employers, especially small
employers, to understand and comply with requirements of the law. We partner with the
Departments and SBA, using a multi-channel approach that includes coordinated online

2 The statute provided that the FLSA notice requirements take effect on March 1, 2013, in accordance with
Department of Labor guidance. The Department issued guidance on January 24, 2013, explaining that the
notice requirement would not take effect March 1 so that the notice could be coordinated with HHS's
educational efforts and Treasury guidance. Delaying the effective date to Octaber 1, 2013, provided
employers sufficient time to comply with the notice requirements while ensuring that employees received the
information at a meaningful time coordinated with the open enroliment period for the Marketplace.
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information linked to the other agencies, webinar trainings, and censumer and participant
assistance.

We work with the SBA in a number of ways to reach small business owners. Our staff
assisted in presentation materials for educational webinars last spring, which the SBA has
subsequently promoted to their networks of small business owners. Additionally, we work
to co-promote other Affordable Care Act educational opportunities through e-blasts, social
media postings, and BusinessUSA, the Federal one-stop shop business information. These
coordinated efforts are very effective in letting the small business community know about
our outreach events and assistance available from EBSA.

Most recently, EBSA hosted a two-day compliance assistance webcast with representatives
from Treasury and HHS on September 17 and 18 titled “The Affordable Care Act
Compliance Assistance Webcast.” This webcast, available online, provides employers
with practical information, helpful tips, and clarification on the new law. Topics included
information on the FLSA notice, implementation of key market reforms, and the new
Marketplace and SHOP,

EBSA engages in extensive outreach and compliance assistance activities throughout the
year to help with the implementation of the Affordable Care Act and the Marketplace. The
following are examples of activities and materials:

e Health Benefits Education Campaign. Through this Campaign, EBSA develops
and distributes educational materials and tools and conducts outreach on Federal
health care benefits laws for employees, employers, plan administrators, issuers,
third party administrators, and state insurance department staff. The Campaign
sponsors compliance assistance seminars in coordination with the State Insurance
Commissioners across the country to help increase awareness and understanding of
the Federal health care benefits laws. The two-day seminars, focusing on small
business owners, include presentations from Treasury and HHS (or the State) on
the exchanges and the tax credits.

= Panel discussions and other speeches related to Affordable Care Act guidance.
EBSA participates in panel discussions across the country providing technical
assistance to employers, health plans, issuers, third party administrators, lawyers,
and other stakeholders in the regulated community.

Information on EBSA’s upcoming events is available on our website. We also have a
dedicated Affordable Care Act web page® and a consumer page® that together provide a
comprehensive compilation of the most up-to-date guidance, tools and resources on the
market reforms and the Marketplace, including links to related resources from other
agencies and organizations. The dedicated web page has had over 1.5 million visitors and
last fiscal year was the most-visited page on EBSA’s website.

3 http://www.dol.gov/ebsa/healthreform/
4 http://www.dol.cov/ebsa/healthreform/consumer.htmi
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In addition to outreach activities, EBSA receives inquiries directly from employers,
consumers, providers, insurers, and health benefits attorneys and consultants regarding
employer group health plans. Many of the inquiries that EBSA receives are through its
website and/or toll free hotline (1-866-444-EBSA) where EBSA’s Benefits Advisors are
the first point of contact. Other calls received by EBSA are handled directly by EBSA
staff who develop the regulations.

EBSA’s Benefits Advisors field inquiries related to individuals® health benefits and plan
compliance with the requirements of the rules. When EBSA receives a health benefits or
compliance inquiry, trained Benefits Advisors effectively use fact-finding techniques and
their knowledge of the law to determine the nature of the inquiry and provide a response
and/or informal dispute resolution if needed. The Departments have coordinated to assure
that inquirers get the most complete response. With training between the Departments, the
Benefits Advisors answer many questions and assess if it is necessary to refer inquirers to
Treasury or HHS. EBSA’s Benefits Advisors have responded to almost 47,000 inquiries
related to the Affordable Care Act, including over 9,400 requests for compliance assistance.

Enforcement

The Department and Treasury generally enforce the Affordable Care Act requirements for
private, employment-based group health plans. HHS and the States generally have
primary enforcement responsibility with respect to health insurance issuers. For
consumers with questions or complaints, regardless of which Federal or State Agency they
call, the Agencies work together, as appropriate, to ensure violations are addressed.

The Departments receive inquiries and complaints from participants, beneficiaries,
providers, and other stakeholders and work with these individuals and the regulated
community to correct any violations. Under the Affordable Care Act, there are various
provisions that apply to group health plans and health insurance issuers and various
protections and benefits for consumers. The Departments are working together with
employers, issuers, States, providers and other stakeholders to help them come into
compliance with the law.

Our approach is to emphasize assisting (rather than imposing penalties on) plans, issuers
and others that are working diligently and in good faith to understand and comply with the
new law.

Conclusion

Thank you for the opportunity to testify at this important hearing. The Departments are
implementing the Affordable Care Act to work toward better and more affordable health
care coverage. We recognize the challenges facing small businesses and are available for
outreach and to provide assistance to help them understand and benefit from the law.
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Chair LANDRIEU. Thank you very much.
Mr. Cohen, please introduce yourself briefly and get into your
testimony. Thank you.

STATEMENT OF GARY COHEN, DEPUTY ADMINISTRATOR AND
DIRECTOR, CENTER FOR CONSUMER INFORMATION AND IN-
SURANCE OVERSIGHT, CENTERS FOR MEDICARE AND MED-
ICAID SERVICE, U.S. DEPARTMENT OF HEALTH AND HUMAN
SERVICES, BALTIMORE, MD

Mr. CoHEN. Thank you, Chair Landrieu and members of the
Committee. I am Gary Cohen. I am privileged to serve as Director
of the Center for Consumer Information and Insurance Oversight
within the Centers for Medicare and Medicaid Services, and thank
you for the opportunity to discuss the many benefits the Affordable
Care Act provides for small businesses.

I was very pleased, as I know you were Madam Chair, to hear
from our state partners from Kentucky and New Mexico and the
District of Columbia about their successes in building small busi-
ness marketplaces at the state level.

From the very beginning we encouraged every state to set up
their own marketplaces because we believe that states were in the
best position to create those marketplaces in hallway that would
best serve the residents of their states.

We have worked very closely and, indeed, every day with our
state partners to help them stand up those exchanges, and we take
great pride in the success that they have had.

But I think it is also important to remember that the reforms of
the Affordable Care Act are not just about the exchanges. They go
beyond the exchanges to the entire small business market.

As you know did in your opening statement, Madam Chair, many
small businesses that would like to offer health benefits to their
employees have faced significant challenges in the market as it ex-
ists today.

Premiums have been going up, double digit, 20 plus percent
every year. Small businesses have been charged 18 percent more
for the same type of coverage that the larger employers pay; and
most importantly, they were subject to wide variations and high
volatility in premiums based on the type of work that the business
did, based on the health status and demographic characteristics of
their employees. So, a small construction company would pay more
than an accounting firm of the same size for the same coverage.

Small employers often face significantly higher rates if they had
older workers or more women in their workforce than others. Be-
cause of the small risk pool, if even one employee became sick,
rates for the entire company would skyrocket.

The Affordable Care Act is changing all of that and transforming
this market. Most importantly, we are expanding the risk pool to
all of the small business enrollees in an entire state. We are
spreading the risk among all of those employers.

We are saying that you cannot charge more just because some
people get sick or are women, and there are limits to how much
more you can charge people because of their age.

So, the whole point of this is for the small business market to
function more like the large group market has functioned and, as
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you noted, Madam Chair, where premiums have been significantly
lower.

In addition, what we have said is that insurance should be real
insurance. It should not run out just as soon as you have an illness
that requires a hospital visit. It should provide the essential bene-
fits that were determined by states and were pegged in most cases
to what was prevalent in the small group market today.

So, these are not a bunch of new benefits that nobody ever
thought about or wanted to have. This is what small businesses
had today and what we said is that it is the type of coverage that
is real coverage so that people do not find that if they become sick
and they all of sudden have to go to the doctor or go to the hos-
pital, oh, you do not have that coverage. You do not have hospital
coverage. You do not have prescription drug coverage. It is real cov-
erage.

Now in addition, the Affordable Care Act created the small busi-
ness health care tax credit to help small employers of 25 or fewer
employees who earn an average of less than $50,000 a year, and
if the employer pays at least 50 percent of the premium cost of
their employees, they qualify for a tax credit.

That tax credit has been in effect and hundreds of thousands of
small businesses have already benefitted from it. Beginning in
2014, the tax credit increases to up to 50 percent of the employers
contribution to their employees health care costs.

I just want to touch very briefly on some of the things that we
have done to make sure that small businesses are aware of these
benefits and options, and in particular I want to say that we have
worked very closely with the agent-broker community.

We understand that most small businesses do obtain coverage
from an agent, using an agent or a broker. We have done a series
of many webinars and trainings for literally tens of thousands of
agents and brokers who participated in those so they can under-
stand how to participate in the SHOP exchange.

In addition, our regional offices have conducted many, many
workshops and programs across the country to inform small busi-
ness about the benefits of the Affordable Care Act.

Thank you very much.

[The prepared statement of Mr. Cohen follows:]
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Statement of Gary Cohen on

“Affordable Care Act Implementation: Examining How to Achieve a Successful Rollout of
the Small Business Exchanges™

U.S. Senate Committee on Small Business and Entrepreneurship

November 20,2013

Chairman Landrieu, Ranking Member Risch, thank you for the opportunity to discuss the many
benefits that the Affordable Care Act will provide for small businesses. Although many small
employers would like to offer health benefits to their employees, they have faced many
challenges. Historically, small businesses have been charged 10 to 18 percent more for the same
benefits compared to large employers.' It has been difficult for employers to comparison shop
among issuers. Small businesses employing women or workers with chronic or high-cost
illnesses, or with pre-existing conditions, have faced higher insurance rates in most states.
Because small firms have fewer employees to pool, premiums can vary dramatically from year tc
year due to changes in just one or two workers’ health status or because of small changes in the
ratio of malc to female employees. The Affordable Care Act removes these obstacles for most
plans and fosters more predictable rates while it helps smali employers provide their employees
with high-quality, affordable health care coverage that cannot be taken away or priced so high

that it is out of reach for most businesses just because someone gets sick.

On October 1, 2013, the Health Insurance Marketplace opened, providing Americans, including
small businesses, with a new way to shop for health insurance coverage. The Small Business
Health Options Program (SHOP) will provide small businesses with a new, streamlined way to
purchase the high quality health care coverage. There is no limited open enrollment period for
the small group market, which means that small businesses can generally buy coverage for their

employees on or off the Marketplace at any time during the year.

"hitp://www.commonwealthfund.org/~/media/Files/Publications/In%20the%20L itcrature/2006/May/Benefits%20an
d2%20Premiums%20in%20Job%20Based%20insurance/Gabel_benefitspremiumsijobbased _925_it1%20pdf.pdf
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Reforms are Already Helping to Make Insurance More Affordable and Comprehensive

The Affordable Care Act is already ensuring that small employers get better value for their
premium dollar. Before the Affordable Care Act, Americans watched insurers raise their
premiums year after year, often without explanation or anyone reviewing the rates to ensure they
are appropriate. As a result, premiums doubled over a decade, while benefits were often pared
back. In an effort to slow health care spending growth and give all Americans more value for
their health care dollars, the Affordable Care Act has brought an unprecedented level of scrutiny
and transparency to health insurance rate increases by requiring an insurance company to justify
a rate increase of 10 percent or more for most plans in the individual and small group markets,

shedding light on arbitrary rates.

The average premium increase for small businesses in 2012 was 4.7 percent, which is 19 percent
lower than the average requested premium increase.” Americans saved an estimated

$866 million on their health insurance premiums in the small group market in 2012 after rate
review. The Affordable Care Act's requirements for transparency and a justification of rate
increases is working—more than a third of insurers’ requests for rate increases of 10 percent or
more ultimately resulted in issuers imposing a lower rate increase than requested or no rate

increase at all.

The rate review program works in conjunction with the 80/20 rule (also called the Medical Loss
Ratio rule),’ which requires insurance companies to spend at least 80 percent of premiums on
health care, and no more than 20 percent on administrative costs (such as executive salaries and
marketing) and profits in the individual and small group markets. If insurance eompanies fail to
do so, they must provide rebates to their customers. In 2012, the 18.2 million small business
owners and their employees covered by this 80/20 rule saved an estimated $1.0 billion upfront on

their premiums because of the rule and other Affordable Care Act programs.4 Additionally,

2 Rate Review Annual Report, September 2013.
http://aspe.hhs.gov/health/reports/2013/acaannualreport/ratereview_rpt.cfm

¥ MLR Final Rule: https://www.Federalregister.gov/articles/2012/05/16/2012-11753/medical-loss-ratio-
reguirements-under-the-patient-protection-and-affordable-care-act

“ Based on internal analysis of the MLR Public Use File for 2012. Public use file available at
http://www.cms.gov/CCHO/Resources/Forms-Reports-and-Other-Resources/Downtoads/2012-medical-loss-ratio-

report.pdf
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small group market consumers saved $207 million in rebates, with families accounting for

3.1 million enrollees receiving an average rebate of approximately $123 per family.’

Group health insurance plans have to comply with restrictions in the annual dollar limits they can
place on essential health benefits. The lowest permissible annual limits has been increasing
since September 23, 2010, and for plan or policy years beginning in 2014, group health plans
will be prohibited from imposing annual dollar limits on essential health benefits. Because of
this change, Americans will no longer worry about hitting an annual cap, which could have
forced them to either pay out of pocket for health care costs above the dollar limit or forgo

necessary care.

New Market Rules Make Coverage More Affordable

In the past, most small businesses were subjected to wide variations and high volatility in
premiums based on the type of work they did or the health status of their workers. A small
construction company often would pay more than an accounting firm of the same sizc for the
same coverage. Small employers often faced significantly higher rates if they had older workers
or more women on the payroll. And because of the small risk pool, if even one employee or
dependent became ill, rates for the entire firm often would skyrocket. The market reforms in the

Affordable Care Act have helped address these practices.

For plan years beginning in 2014, new market rules will ensure that premiums for most health
insurance plans available to small employers will not vary based on what type of small business
they cover or the health status of the firm’s employees. Premiums can only vary by age, tobacco
use, family size, and geography. Most small businesses can get coverage without being
penalized due to the health status or gender of their employees or because an employee becomes
ill, with limits on additional premiums for older employees. And because generally, risk pools in
state small group markets will be merged beginning in 2014, small businesses will be shielded

from the impact of one employee becoming iil.

* http://www.cms.gov/CCIIQ/Resources/Data-Resources/Downloads/20 1 2-mir-rebates-by-state-08-01-2013.pdf




93

Small employers and their employees can also buy coverage with confidence that health
insurance plans will cover the important health care services they need. Most small group
insurance plans, including all plans in the SHOPs, must cover essential health benefits® that are
based on what a typical small business offers in the market today. These benefits— which must
be equal in scope to a typical employer health plan—include items and services such as
ambulatory patient services (including doctors’ visits), hospitalization, prescription drugs, and
maternity and newborn care. These plans must meet certain actuarial values: 60 percent for a
bronze plan, 70 percent for a silver plan, 80 percent for a gold plan, and 90 percent for a
platinum plan. Actuarial value means the average percentage paid by a health plan of the total
allowed costs of benefits. For example, if a plan has an actuarial value of 70 percent, the average
consumer could expect to be responsible paying out of pocket for approximately 30 percent of
the cost of care for the essential health benefits the plan covers. These tiers will allow business
owners to compare plans with similar levels of coverage, which, along with comparing
premiums, provider participation, and other factors, will help them make more informed

decisions.

Last week, thc Administration announced that insurers can offer consumers and small businesses
the option to renew their 2013 health plans in 2014, without change, allowing them to keep their
plans. To access this option, insurers must notify enrollees that they can purchase coverage
through the Health Insurance Marketplace where they can potentially qualify for premium tax
credits. And they must tell consumers what protections they are giving up to keep the plan they
have. Older plans cannot be sold to new customers in 2014, which would undermine the

Marketplace and drive up premiums for millions of hard-working Americans.

The Affordable Care Act created the Smalt Business Health Care Tax Credit to help small
employers of lower wage workers afford a significant contribution towards workers’ premiums.
An employer may qualify for a tax credit if it has fewer than 25 full-time equivalent employees
making an average of less than $50,000 a year. To qualify for the Small Business Health Care
Tax Credit, an employer must pay at least 50 percent of the premium cost of employee-only (not

family) coverage for each of its employees. Starting in 2014, the tax credit is worth up to

® hitp://www.gpo.gov/fdsys/pke/FR-2013-02-25/pdf/2013-04084 pdf




94

50 percent of the employer’s contribution towards employees’ premium costs (up to 35 percent
for tax-exempt employers) when coverage is made available through the SHOP. The tax credit
will help lower the cost of offering health care coverage. Hundreds of thousands of small

businesses have already benefited from the tax credit in 201 1.7

Small Business Health Options Program (SHOP)

SHOPs in every state offer a single point of entry for small employers and their employees to
apply for coverage, and if eligible, the employer may qualify for a tax credit worth up to

50 percent of the employer’s premium contribution.

In 2014 and 2015, in most states, the SHOPs will be open to small employers with 50 or fewer
full-time equivalent employees. In 2016, the program will be open to businesses with 100 or
fewer full-time equivalent employees, and states could choose to expand eligibility to businesses
of that size before 2016. In 2014, the Federally-facilitated SHOPs will allow employers to
choose one qualified health plan from a range of plans to offer their employees. Many state-
based SHOPs are giving employers the option to let their employees choose from a number of
plans from multiple insurance companies and in 2015 Federally-facilitated SHOPs will provide

that option as well.

Beginning in August, we launched a dedicated call center for employers to learn more about
SHOP and to get answers to some of their basic questions on the Affordable Care Act. We
continue to receive calls from all 50 states and DC, though we redirect callers from state-based

SHOPs to the appropriate state call center.

Where permitted by the state, agents and brokers will play a vital role in the SHOPs, as they do
in the small group market today. Agents and brokers act as trusted counselors, providing service
at the time of plan selection and enrollment and customer service throughout the year. The
SHOP call center is also available to assist agents, brokers, Navigators, and other Marketplace

Assisters working on behalf of small employers.

7 hitp://www.whitehouse.gov/the-press-office/2012/02/16/fact-sheet-president-obama-s-budget-expands-simplifies-
small-business-he
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One of the most important tasks is ensuring that small businesses understand the new options
available to them. CMS is working closely with the Small Business Administration (SBA),
which is leading outreach to small businesses, and with the Departments of Labor and the
Treasury. For example, CMS regularly presents during a weekly webinar series called “ACA
101” sponsored by the Small Business Majority and SBA — with dates for the webinar in place
through the end of the year. CMS also has extensive information about the SHOP on

HealthCare.gov, which is also available on the business aggregation site BusinessUSA.gov.

State-based SHOPs

We are already seeing success with state-based SHOPs. For example, the Kentucky SHOP —
known as Kynect - has seen higher than expected enrollment in small group plans. Much of this
success can be attributed to the Kynect staff”s positive working relationship with the smail
business community in Kentucky, including the Chamber of Commerce. The Kynect team met
regularly with small employers to answer questions and keep them informed of progress in
establishing the Marketplace and how it would impact them and their employees. Kynect also
made it a priority to develop a strong working relationship with the state’s agent and broker

community.

Several states have decided to operate their own SHOP Marketplaces while the Federal
Government operates the Individual Marketplace for that state. We will explore this option with
additional states in future years. In addition, nearly all state-based SHOPs have begun to
implement employee choice, where employers can choose to select a level of coverage from
which their employees select individual plans from a variety of insurance companies, and
employers receive one bill and make one payment each month regardless of the number of plans
chosen by employees. We have seen success with this model in New Mexico, where hundreds of

small employers have already offered SHOP coverage to their employecs to date.

Conclusion

For too long, small business owners have struggled to keep up with the ever-rising cost of health
insurance for their employees. The Affordable Care Act makes it casier for businesses to find
better coverage options and builds on the current employer-based insurance market The SHOP,

combined with new insurance reforms and tax credits provided by the Affordable Care Act,
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gives employers new options to provide their employees with high quality, affordable health care
coverage. The SHOP allows employers to avoid the confusion that can currently come with

looking for coverage, allowing them to make an apples-to-apples comparison between plans and
apply using a streamlined application. Ilook forward to continuing to work with you to improve

the health care options for America’s small businesses.
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Gary M. Cohen, Deputy Administrator and Director of the Center for Consumer
Information and Insurance Oversight (CCIIO), Centers for Medicare & Medicaid
Services, U.S. Department of Health and Human Services

Cohen recently served as General Counsel for the California Health Benefit Exchange
and served as the Director of the Division of Insurance Oversight in CCIIO for two year:
prior to becoming the Deputy Administrator and Director of CCIIO. Prior to joining
CCIIO, Cohen served as Chief of Staff to Congressman John Garamendi, and was
General Counsel of the California Department of Insurance under Commissioners
Garamendi and Steve Poizner. He also served as General Counsel of the California
Public Utilities Commission and was a partner at the law firm Keker & Van Nest, LLP.
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Chair LANDRIEU. Thank you very much.
Ms. Markowitz.

STATEMENT OF MARIANNE O’BRIEN MARKOWITZ, REGIONAL
ADMINISTRATOR, REGION V, U.S. SMALL BUSINESS ADMINIS-
TRATION, CHICAGO, IL

Ms. MARKOWITZ. Chair Landrieu and members of the Committee,
thank you for having me here today to discuss SBA’s efforts to edu-
cate small businesses about the Affordable Care Act.

As SBA’s Regional Administrator for Region V, I serve as the
agency’s principal representative for Illinois, Indiana, Michigan,
Minnesota, Ohio, and Wisconsin. In this role, I oversee SBA’s Af-
fordable Care Act outreach through our seven district offices in the
Midwest.

America’s 28 million small businesses are the backbone of our
economy, creating two out of every three net new jobs and employ-
ing half of America’s work force.

At SBA, we are committed to providing entrepreneurs with the
tools and the resources they need to start and grow businesses.
This includes an aggressive outreach effort around the Affordable
Care Act to ensure that small business owners have the facts that
they need to make sound business decisions for their businesses
and their employees.

With a nationwide network of 68 district offices, SBA is uniquely
positioned to provide outreach and education on the Affordable
Care Act. Since February 2013, we have participated in more than
1200 Affordable Care Act outreach events reaching over 68,000
small business owners and stakeholders across the country.

I have personally presented at over 20 health care forums, and
my team in Region V has participated in an additional 100 plus
events throughout the Midwest.

These events are often hosted in partnership with local chambers
and other community organizations and enable SBA to connect
with a wide range of entrepreneurs.

In conjunction with our federal partners at the Department of
Health and Human Services, the Department of Labor, and other
agencies, SBA provides small business owners with the most up-
dated information on the Affordable Care Act.

We continue to educate entrepreneurs on issues such as the im-
pact of the law based on a businesses size, the tax credits available
for small companies, and the eligibility and enrollment details rel-
evant to the individual marketplace.

I cannot emphasize enough that there is a great deal of misin-
formation about the health care law and the small business com-
munity. In my travels, I frequently meet with small business own-
ers who are anxious and apprehensive about how the Affordable
Care Act may impact their business.

When I speak at outreach events, many entrepreneurs, regard-
less of the size of their business, often mistakenly believe that they
will be affected by the employer shared responsibility rules. I am
able to reassure them that this is not the case.

In fact, 96 percent of all businesses and most of the businesses
that I encounter in these sessions are too small to be impacted. Of
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the remaining four percent, the vast majority already provide
health care that meets these standards required by the law.

When entrepreneurs have access to accurate information, they
are able to have their questions answered. They can leave better
equipped to make educated decisions about what is best for their
unique business.

SBA also promotes the benefits available to small businesses
through the SHOP marketplace. Whether it is a state-run exchange
or a federal program, these new marketplaces are designed to give
small businesses with generally up to 50 full-time employees the
same purchasing power and options enjoyed by larger companies.

While there is no requirement for employers to participate, the
marketplaces provide a tremendous opportunity for many small
business owners who want to purchase quality, affordable health
insurance for their employees.

In addition to these efforts, SBA has developed a robust online
and digital toolkit that complements our in-person counseling ac-
tivities and provides business owners with on-demand access to the
latest information about the Affordable Care Act.

We have created extensive online content at both SBA.gov and
businessUSA.gov. These sites together receive more than 2 million
visitors per month. We also launched a direct enewsletter which
reaches more than 1 million subscribers.

In participation with the Small Business Majority since July, we
have held more than 35 Affordable Care Act one-on-one webinars
for small businesses across the country. These popular online ses-
sions which take place every Thursday have reached more than
16,000 entrepreneurs and have been very well received.

SBA leverages our extensive resource partner network to help
educate small businesses on the Affordable Care Act. Earlier this
year, we held a series of apprehensive webinar trainings for our
Small Business Development Centers, our Women’s Business Cen-
ters and our SCORE counselors.

Working with over 1 million entrepreneurs annually, these part-
ners are able to expand our Affordable Care Act outreach efforts
and serve as a resource on the law in their communities.

As the Affordable Care Act continues to be implemented, SBA is
committed to collaborating with our federal partners in ensuring
that small business owners have the facts and resources they need
to understand and benefit from the law.

Thank you again for the opportunity to testify today. I look for-
ward to your questions.

[The prepared statement of Ms. Markowitz follows:]
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Chair Landrieu, Ranking Member Risch and members of the Committee — thank you for having me here
today to discuss the U.S. Small Business Administration’s (SBA) efforts to educate small businesses
about the Affordable Care Act.

As SBA’s Regional Administrator for Region V, I serve as the agency’s principal representative in
[linois, Indiana, Michigan, Minnesota, Ohio, and Wisconsin. In this role, I oversee SBA’s Affordable
Care Act outreach through our seven district offices in the Midwest.

America’s 28 million small businesses are the backbone of our economy, creating two out of every three
net new jobs and employing half of America’s workforce. At SBA, we are committed to providing
entrepreneurs with the tools and resources they need to start and grow businesses. This includes an
aggressive outreach effort around the Affordable Care Act to ensure that small business owners have the
facts they need to make sound decisions for their businesses and employees.

SBA is uniquely situated to provide outreach and education around the Affordable Care Act, thanks in
large part to our network of 68 district offices. Since February 2013, we have participated in more than
1,200 Affordable Care Act outreach events throughout the country, reaching over 68,000 small business
owners and stakeholders. I have personally presented at more than 20 health care forums and my team
in Region V has participated in an additional 100 plus events across the Midwest. Often hosted in
partnership with local chambers and other community organizations, these town hall meetings and
roundtable discussions enable SBA to connect with a wide range of entrepreneurs.

Moreover, in conjunction with our federal partners, SBA provides small business owners with the most
updated information on the Affordable Care Act. We continue to educate entrepreneurs on issues such
as the impact of the law based on size, tax credits available for small companies, and eligibility and
enroliment details relevant to the Small Business Health Options Program (SHOP) Marketplace.

There is a great deal of misinformation about the healith care law. In my travels, I frequently meet with
small business owners who are anxious and apprehensive about how the Affordable Care Act may
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impact their businesses. When [ speak at outreach events, many entrepreneurs, regardless of their
business’s size, often mistakenly believe that they will be affected by the Employer Shared
Responsibility rules. 1 am able to reassure them that this is not the case. In fact, 96 percent of all
businesses, and most of the businesses I encounter in these sessions, are too small to be impacted. Of
the remaining four percent, the vast majotity already provide health care that meets the standards
required by the law.

When entrepreneurs have access to accurate information and are able to have their questions answered,
they leave better equipped to make educated decisions about what is best for their businesses.

SBA also educates small businesses about the benefits available to thcm through the SHOP
Marketplace. Whether a state-run exchange or the federal program, these new marketplaces are
designed to give small businesses with generaliy up to 50 full-time employees the same purchasing
power and options enjoyed by larger companies. While there is no requirement for employers to
participate, the marketplaces provide a tremendous opportunity for many small business owners who
want to purchase quality, affordable health insurance for their employees.

SBA has developed a robust online and digital effort to provide additional information about the
Affordable Care Act, including a direct e-newsletter that reaches more than one million subscribers.
We’ve also created extensive online content at both SBA.gov and BusinessUSA gov, which together
receive more than 2 million visitors per month.

And since July, in partnership with Small Business Majority, SBA has held more than 35 Affordable
Care Act 101 webinars for small businesses actoss the country. The webinars, which take place every
Thursday, have had over 16,000 attendees and have received very positive feedback.

SBA also continues to leverage our resource partners to help educate small businesses about the
Affordable Care Act. Earlier this year, we held a series of comprehensive webinar trainings for our staff,
federal partners, and our extensive network of Small Business Development Centers, Women’s Business
Centers, and SCORE. These partners, working with over one million small businesses each year, are
able to expand our outreach efforts and serve as resources on the Affordable Care Act for small
businesses in their communities.

As the Affordable Care Act continues to be implemented, SBA is committed to leveraging our resources
and federal partnerships with the Department of Health and Human Services, Department of Labor, and
others to ensure that small business owners have the facts and resources they need to understand and
benefit from the law.

Thank you for the opportunity and I look forward to your questions.
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Marianne O'Brien Markowitz
Regional Administrator
Region V
1.8, Small Business Administration

in August 2009, Marianne O'Brien Markowiiz was named Regional Administrator for SBA's Midwest
Region. She has responsibility for the states of lllinois, Indiana, Michigan, Minnesota, Ohic and
Wisconsin.

As Regional Administrator, Markowitz is the principal representative of SBA in the Midwest and provides
interface with regional, state and local elected and appointed officials, trade organizations and small
husingss communities across the region,

Markowitz recently served as the Chief Financial Officer for Obama for America and was previously a
financial operations consultant for the launch of the Obama Exploratory Committee and resulting
Campaign. For more than 17 years, Markowitz provided finance and risk management expertise to a host
of leading globat institutions including Switzerland-based corporation Syngenta, Inc.—-the world’s largest
agrochemical company-—where she served as a lead international treasury/financial operations
consultant. While at Syngenta, inc., she was tasked with designing and implementing a global treasury
operation and financing pest demerger. Prior fo that, she served as a treasury and risk manager for one
of the largest pharmaceutical benefit management companies kxpress Scripts, Inc.

Additionally, while al Mallinckrodt, inc., a medical device firm, Markowitz worked {o create the giobal
treasury department after its divestiture from IMC Global.

in addition to designing and implementing financial operations departments, Markowitz has a deep
background in running treasury and risk management departments, assessing insurable risks and
evaluating insurance, treasury and financing alternatives.

In all her roles, Marianne Markowitz specialized in helping private sector companies successfully design
and implement new systems or scale their existing processes, systems and staffing to meet the needs of
a hyper-growth environment.

Markowitz received her B.S. in business administration from the University of Missouri and her MBA from
DePaul University, She and her husband Jeffrey are the proud parents of Maura.
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Chair LANDRIEU. Thank you. Our hearing has gone 15 minutes
over time but this is so important I want to continue the ques-
tioning. I think we have gotten a lot of valuable testimony on the
chord as we continue to try to fix and improve the Affordable Care

ct.

But let me ask all three of you briefly my first question. We have
the Department of Labor represented here, Ms. Borzi. We had the
Center for Medicaid and Medicare, CMMS. We have Small Busi-
ness Administration.

The three of you all are primarily responsible to helping imple-
ment the Affordable Care Act at the federal level, and there has
been undoubtedly justified criticism of what has happened so far at
the federal level and in those states where governors, mostly Re-
publican but some Democrats, have refused to set up their own ex-
change and ask you to come in and do it. There has been some dif-
ficulty.

So, my question is. What are you going to promise to do better,
what are you working on specifically? And I want 30 seconds each
of you starting with you, Ms. Markowitz. And what did you learn
this morning that could help you do a better job? Starting with you.

Ms. MARKOWITZ. Sure. Thank you, Chairman Landrieu.

Chair LANDRIEU. Speak into the mic. You have to press your
back button.

Ms. MARKOWITZ. Sorry. What the SBA is focused on is outreach
and we continue more than ever to get the word out to small busi-
nesses. One of the biggest problems that we run into is the misin-
formation in the small business community.

Chair LANDRIEU. Which is purposefully I think in large measure
but go ahead.

Ms. MARKOWITZ. It is very prevalent. Most of the rooms that I
walk into are filled with small businesses. They are nowhere near
the size that would be impacted by the employer shared responsi-
bility provision and yet they are positive that they will be impacted
by this. So, we cleared that up.

Chair LANDRIEU. Just for the record, could you clear that up now
that when you walk into a room it is mostly filled with businesses
that are of what size?

Ms. MARKOWITZ. Well under 50 employees.

Chair LANDRIEU. And are they affected by it at all?

Ms. MARKOWITZ. Not at all.

Chair LANDRIEU. So, no business in America that is under 50 em-
ployees are affected at all by the employer shared responsibility.

Ms. MARKOWITZ. No. In fact, that represents 96 percent of all
overall businesses. In addition to not being impacted by the em-
ployer shared responsibility, those 96 percent of businesses have,
you know, access to new benefits and protections that they never
had before.

So, often I walk into a room and there can be a very negative
perceptions of this Act and they have not begun to explore the ben-
efits that are available to them because they are so confused by the
misinformation.

Chair LANDRIEU. Okay. Mr. Cohen.

Mr. COHEN. Thank you. What we are doing and I will not sur-
prise you, we are working very hard to improve the online experi-
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ence. I am pleased to say that we actually have made significant
improvements, and I keep hearing every day that more and more
people are able to get through the application in a reasonable pe-
riod of time and get enrolled in coverage.

There is actually a story on NBC news today is the story about
the healthcare.gov roll out outdated, and I think it is. I think we
have moved on significantly from where we were before.

In terms of what I learned today, I was really impressed by all
the three states talking about the involvement of their stakeholder
communities, and I think we have done that.

But it is different at the federal level frankly than it is at the
state level but I think we need to work really hard to make sure
that we are working with the agent-broker community, the issuer
community, the consumer community, the small business commu-
nity, and so forth to make sure that everybody gets to the benefits
of this law.

Chair LANDRIEU. Ms. Borzi.

Ms. BorzI. I have had the same experience that my colleagues
had. I do a lot of small business roundtables. There is a lot of mis-
information. People, not only do they not understand that the em-
ployer responsibility penalty does not apply to them, what I found
remarkable is that they do not understand that the small business
tax credit is already available, has been available since the law was
signed, and these are small businesses who are trying to do the
right thing by their employees which is providing coverage.

I know, Madam Chair, that you are very interested in the notice
requirement that we administer. We are trying very hard to make
sure that people understand that this can be an opportunity for
small businesses to understand a little bit better about their re-
sponsibilities and I certainly will promise you that we will work
closely with your staff and the others, the staff of the other mem-
bers of the Committee, to try to make the experience of having to
fill out these forms clearer and easier.

Chair LANDRIEU. I appreciate that. In my last few minutes, I
want to submit the forms that the Department of Labor put out
that I found very, very confusing, new health care insurance mar-
ketplace coverage.

First of all, it should have said that if you receive this as an em-
ployer and you are under 50 people, disregard it. It is not appro-
priate for you. Over 50, this is what, and so I am going to submit
something that we have come up with that might be a more clear
form, and I hope that you all will work on that.

Once the website gets up, people can have a better walk-through
experience because the consumer experience with this is extremely
important.

So, thank you all very much and I will come back a few. I think
it is Senator Johnson and then Senator Booker.

Senator JOHNSON. Thank you, Madam Chair.

Mr. Cohen, in general what is happening to the insurance pre-
miums, the gross premiums now, not after taxpayer subsidy, what
is happening to the insurance premiums of young, healthy individ-
uals under the Affordable Care Act?
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Mr. CoHEN. I think they vary a lot from state to state and even
within a state, region to region. I do not think it is possible to
make a, you know, broad, general statement about that.

Senator JOHNSON. I would like to enter into the record, I guess
it is the Republican staff Committee has put together a summary
sheet of what is happening, and I can say, for example, in the State
of Illinois somebody 27 years old, a male is going to an experienced
a 104 percent increase, a female about a 42 percent——

Chair LANDRIEU. Could you clarify, though, is that with subsidies
or without?

Senator JOHNSON. That would be the gross premium.

Chair LANDRIEU. That is without subsidy.

Senator JOHNSON. Yes.

Chair LANDRIEU. But the bill has subsidies in it so let the
record——

Senator JOHNSON. I understand that.

Chair LANDRIEU [continuing]. Reflect that so we will not be con-
fused.

Senator JOHNSON. The point being is the only way that anybody
is going to, not the only way, but one of the prevalent ways that
people actually see their share of health premiums reduced is be-
cause taxpayers are going to subsidize their care.

In Wisconsin—let me finish, Madam Chair—in Wisconsin, the
cost of a male 27 years old will increase about 125 percent, a fe-
male about 77 percent.

While that has to do really with the fact that we are a commu-
nity rating, we are limiting the insurance premium rate on older,
sicker individuals and we are increasing the premiums, making the
younger, healthier people pick up that burden, right? Is that not
correct? Is that not redistribution?

Mr. CoHEN. Well, what I think we are hoping to do is increase
the number of younger people who are actually covered because the
rate of coverage is——

Senator JOHNSON. Right. So, they can get in the pool and pay a
lot more than they were currently paying in the individual market-
place. Correct?

Mr. CoHEN. Well, what

Senator JOHNSON. I mean——

Mr. COHEN. We are expanding the risk pool so we can spread the
risk across the whole population. That is the idea behind the law.

Senator JOHNSON. Mr. Cohen, let me ask you as the expert in the
CMMS. When did you realize that what the President was saying
that if you like your health care plan you can keep your health care
plan, if you like your doctor you can keep your doctor period, when
did you—did you believe that ever?

Mr. COHEN. The law provides that issuers could continue plans
as grandfathered plans as long as they wanted to into the future.
So that the law——

Senator JOHNSON. Well——

Mr. COHEN [continuing]. The law was designed to enable that
what the President said.

Senator JOHNSON. Yes, but my

Mr. COHEN [continuing]. To be true and it was really up to the
insurance industry to make decisions as they have in the past.
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Senator JOHNSON. Let me explore that. My bill, If You Like Your
Health Plan You Can Keep It Act uses the President’s exact same
language in the bill. The problem with the President’s, the grand-
father clause in the Affordable Care Act, yeah, you can keep your
plan as long as you totally change it.

What we did is we took out these as long as you totally change
it, we did not force some of those initial essential health benefits
on to those plans.

So, the fact of the matter is you could not keep your plan unless
you changed it.

Mr. CoHEN. Grandfathered plans are not subject to the essential
health benefit requirements.

Senator JOHNSON. But there are other things they are subject to,
guaranteed issue, maximum, over the lifetime maximum.

Mr. CoHEN. No. They are not subject to guaranteed issue. In fact,
it is quite the opposite you cannot add more people onto a grand-
fathered plan under the law.

Senator JOHNSON. I am not asking to add more people.

er. COHEN. Well, guaranteed issue, that is what you are talking
about.

Senator JOHNSON. Well, okay. Lifetime maximums. We will get
you the list of the changes required in that grandfather clause be-
cause we extract that in my bill.

But anyway getting back to my question. Did you believe that if
people like their health care plan they would be able to keep it,
across-the-board that nobody would lose their health care plan if
they wanted it?

Mr. COHEN. I believe that the law provided an opportunity for in-
surance companies to have grandfathered plans which would make
President’s

Senator JOHNSON. What about

Mr. COHEN [continuing]. Promise to be true and it was also true
that the large majority of Americans who have employer-sponsored
c?verage through large employers were also able to keep their
plans.

Senator JOHNSON. But every American? I mean, for example, did
you realize that state high risk pools like in Wisconsin which cov-
ers 22,000 Wisconsinites, did you believe those things would still
be available after implementation of Obamacare?

Mr. COHEN. Well, before the Affordable Care Act, every American
was not able to keep his or her health plan. You could lose it

Senator JOHNSON. That is not what we are talking about.

1\1211". COHEN [continuing]. Because you could lose it if you got
sic

Senator JOHNSON. Listen. We are talking about the promise
made that if you like your health care plan you can keep it. I have
got a couple in Wisconsin, both cancer victims, that have been
dropped, will be dropped from the high risk pool because it becomes
obsolete January 1.

You knew that as a health care expert, correct?

Mr. CoHEN. The law did not require states to drop their high risk
pools. The law allows states to continue the high risk pools. So, I
do not think that is a requirement of the law. That was a decision
made by the State of Wisconsin.
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Senator JOHNSON. But you knew those things would be gone?

Mr. COHEN. No.

Senator JOHNSON. You really believed, did you really believe that
every American would be able to keep their health care plan and
their doctor? You believe that to be a true statement?

Mr. CoHEN. Well, there is nothing in the law that requires any-
body to lose their doctor.

Senator JOHNSON. I am just asking you whether you believe that.

Mr. CoHEN. I believe that the law contained provisions that
would enable that to be true but it also is a private market solu-
tion. So, it is not government mandated health care. It is up to in-
surance companies what products they offer in the marketplace. In-
surance companies were given the option, the ability to maintain
the existing plans as grandfathered plans, and if they do that, peo-
ple are able to keep those plans.

Senator JOHNSON. Are you surprised——

Mr. CoHEN. That is the choice

Chair LANDRIEU. I am sorry. Time.

Senator JOHNSON. Are you surprised millions of Americans are
losing their health care plan? Are you surprised by that?

Mr. COHEN. Well—

Senator JOHNSON. Are you surprised? Just yes or no. Are you
surprised that millions of Americans are losing health care plans?

Mr. COHEN. I am not surprised or unsurprised. I did not have an
op(iln(iion as to what the market would do. I knew what the law pro-
vided.

Chair LANDRIEU. Senator Johnson, thank you for sharing such
clarifying comments.

Senator Booker.

Senator BOOKER. First of all, I want to thank the Chair. You
held this hearing at a difficult time with a lot of political noise and
nonsense and rancor.

You know, it reminds me of a great President who once said, it
is not the critic counts, it is not the man who points out that the
strong man stumbles or the doer of deeds could have done better,
it is the person actually in the arena whose face is marred with
blood and sweat. It is not the man in the arena this time; it is the
woman. Thank you for holding this hearing and bringing right and
left together to discuss practically what is going to help Americans.

And so, I have a very simple question which is fueled by my frus-
tration. I want to form a new caucus already and I have only been
here 20 days, and it is the what is going to grow American busi-
nesses, what is going to help small businesses which, as you right-
fully pointed out, are the job creators right now that are driving
our economy right now.

And what was before, I do not want to go back. I am not putting
this country in reverse to go back to a time where small businesses
were getting crushed because they were losing good employees be-
cause they did not have health insurance.

Small businesses were getting crushed because those who tried
to step up to the plate and provided insurance in a globally com-
petitive market who were competing as countries who fixed this
problem with lower health care costs, forcing small businesses to
either internalized this or put their workers in the corner.
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We have got to figure out a way to fix this in a way that is going
to grow and strengthen small businesses. The idea in itself is very
good, that we can find a way to create a competitive business envi-
ronment for small businesses so they do not have to worry about
this fear.

I agree with the Ranking Member. This is about freedom from
fear. I know tons of businesses that lived in that fear. So, the one
thing that has already been discussed that you forget rhetoric,
practically you are seeing what I am seeing, is that when you go
around the State of New Jersey there is so much confusion fueled
by politicians and media of folks about the facts.

96 percent of businesses are not affected here, and yet I have
small businesses in New Jersey who think somehow it is going to
shake them and are not even aware that there are federal sub-
sidies to help them.

And so, in this state of mass confusion, fueled by media and poli-
ticians, please tell me from your experience what is the best way
to cut through all this mishegoss—that is a Jersey term—all this
mishegoss and get to what the facts are?

How can we get the truth to small businesses who need to be
freed, liberated from fear and know how this actually could help
them? Anybody?

Ms. MARKOWITZ. Well, thank you, Senator.

Senator BOOKER. With a name like O’Brien Markowitz, you are
about bringing things together, building bridges.

[Laughter.]

Ms. MARKOWITZ. This is true.

You know, it is really about outreach and education and bringing
the focus onto the benefits that are available for the 96 percent of
small businesses that are not only not affected by the employer
shared responsibility provision but that have all of these benefits
that they cannot focus on because of the misinformation, and that
is what we as an agency are entirely focused on.

We work with our federal partners. HHS has been a great part-
ner in this outreach as have some of our state partners.

Once a business gets rid of that fear that you allude to which is
very real, they can focus on the fact that there are these tax cred-
its, be very excited about focusing on and exploiting those for their
business.

They understand more about the broader reform and that they
cannot be discriminated for having a diverse workforce, for employ-
ing women, for employing sicker or older employees. I mean, these
are things that once a business find out about the 80—20 rule and
they understand that all of these benefits are available to them be-
cause of this important reform, they are very excited about it and
that is what we are out there doing, creating more outreach and
creating more educational opportunities.

Senator BOOKER. So if you witness the relief, even the excite-
ment from real companies, who you do not ask them if they are Re-
publican or Democrat, you just ask how can we help the company
and you see it which I have seen with my eyes, the relief many
businesses feel.

Can I ask you very pragmatically, when you are explaining
things, is there anyone change or anything practically that we
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could do here in Washington, besides listen to ourselves speak, to
actually help this bill get a little better than it is now? Practically
is there anything that you might want to suggest that could help
this Committee?

Ms. MARKOWITZ. I mean, honestly, what you are doing today is
very helpful, bringing the focus on to the truth, you know, and the
benefits that are available for small businesses.

I think as the exchanges move forward and I know HHS is work-
ing around the clock. For instance, in my outreach before the
launch, the focus on these businesses is really on the broader re-
form once they get through the misinformation.

After the launch, it really is surprisingly it remained on that.
They were not so focused on the website issues. They are really fo-
cused on this broader reform and how it impacts their business.

The elephant in the room was the pricing, and now that the
launch has happened for the SHOP exchanges, even though they
may not be fully functional, and HHS is working on that, there is
pricing information.

So, with this information, it is just more information. The busi-
nesses can go away, do the analysis and figure how SHOP can
eventually be a resource for their business.

It is really all about information, education, outreach, and get-
ting the truth out and cutting through all of the misinformation.

Mr. CoHEN. Very quickly I would just add, you know, one of the
reasons why the states’ exchanges have been so successful is frank-
ly they had had resources available to them to do a lot of this out-
reach because under 1311 we were able to give them grants and
we have been limited in terms of what we were able to do.

Chair LANDRIEU. And why were you limited?

Mr. COHEN. Just because of the appropriation. We do not have
funding under the appropriation process to do as much. We do out-
reach but to do as much as we would like to do so that is one area
if we could work together in a bipartisan way just to get in the
facts out, that would be wonderful.

Chair LANDRIEU. Ms. Borzi, your last word.

Ms. BoORrzZi1. Just one quick thing. The thing that troubles all busi-
nesses regardless of size, but it is particularly important for small
businesses, is uncertainty.

So, there is lots of misinformation but there is also lots of uncer-
tainty because they keep hearing that it is going to be repealed, it
is going to be changed, this is going to happen, that is going to be
happening.

It is very important as all of us go out to be able to say to small
businesses, this is what is going to happen when, because it is not
just 96 percent of them are not affected. It is that this Act can ac-
tually give you positive benefits like more choice, the ability to get
coverage which you were not able to get for your employees before.

Chair LANDRIEU. Thank you very much. This has been an excel-
lent hearing and let me particularly thank Senator Booker. This
has been an extraordinary first full hearing for you attend.

Senator BOOKER. You always remember your first.

Chair LANDRIEU. Yes, and you will remember this one, and it has
been an extraordinary privilege to be here with you. And Senator
Johnson thank you for participating all the way to the end.
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I started this morning by saying, and I knew this hearing would
be full of a lot of strong opinions, but I started this morning by say-
ing, as Mark Twain said, that a lie can go half way around the
world before truth gets out of bed and puts its boots on in the
morning.

This hearing was held to get the truth out about the benefits of
the Affordable Care Act to small business and the challenges that
are presented to us.

As Americans, I think if we work together, we could meet those
challenges.

The meeting is adjourned.

[Whereupon, at 12:34 p.m., the Committee was adjourned.]
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Opening Statement of Senator Michael B. Enzi
Small Business Committee Hearing
Affordable Care Act Implementation: Examining how to
achieve a successful roliout of the Small Business
Exchanges

10:00 am, Wednesday, November 20, 2013
428 Russell

Thank you, Madam Chairman and Ranking Member Risch,
for holding this important hearing to discuss the issues
surrounding the roll out of the SHOP exchanges and the
consequences for small businesses in this country.

I think we can all agree that the goal of affordable health
care coverage for employers and individuals in this country is a
shared one. The disagreement arises in how we believe this
goal is best accomplished. I've worked on health care issues for
years as a member of the Health, Education, Labor and Pensions
Committee and the Finance Committee. I've worked on my own
10 step plan for health care reform and with a number of
members on some of their ideas. As a former small business

owner, | have been especially cognizant of the needs of small
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businesses and appreciate the opportunity to take a more
targeted look at how the roll out of the SHOP exchanges and
surrounding activities are affecting our small businesses.

What I've heard from small businesses in Wyoming as
recently as last Thursday is in line with the information we are
starting to receive nationally — small businesses are seeing
increases in premiums, fewer insurance options available for their
employees, and several businesses are losing health care
coverage they like and were told they could keep.

This issue of keeping what you like is one | spoke about
extensively back in September 2010. | talked about this particular
promise and how it was impossible to keep. I'm sorry to say that
what | thought would happen is what we're seeing now — millions
of Americans, including small businesses, are receiving
cancellation notices because their plans don’t meet the
requirements of the heaith care law.

| tried to correct this problem back in September 2010. |

filed, and the Senate voted on, a resolution of disapproval, S.J.

2
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Res. 39, that would have overturned the so-called grandfather
rule in the health care law and allowed small businesses to truly
keep the plan they had if they liked it. My resolution dealt only
with this rule and didn't touch or repeal other areas where folks
might have issues, like lifetime limits. Unfortunately, the
resolution failed on a party-line vote on an issue that should be
bipartisan.

To add to the injustice of cancelled plans and a breach of the
“if you like it, you can keep it” promise, the SHOP exchange roll
out has been delayed to the point that small businesses wili be
left with woefully little time to review plans and make decisions
about what insurance option they will carry, if any, before losing
coverage in January 2014. If the federal SHOP exchange issues
are fixed by the November 30 deadline the Administration has set,
businesses will only have until December 15 to shop for and
choose a new health care plan for their employees and likely
themselves for 2014. At the same time, however, employers will

also have to continue running their businesses.

3
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We often hear folks on both sides make remarks about small
businesses being the backbone of the U.S. economy and the
driver of our economic growth. How are we helping our small
businesses expand their businesses, hire more employees and
continue to grow our economy when we burden them with
regulations and break promises made that affect their ability to
provide health care coverage for their employees and themselves
- effectively undermining their bottom line? The short answer is,
we're not. We need to address these issues and I'm pleased we
have a forum today to discuss the issues more extensively and
hopefully also discuss ways to address them. Thank you, Madam

Chairman.
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United States Senator Marco Rubio, Statement for the Record to Committee on Small
Business and Entrepreneurship

November 20, 2013

“Affordable Care Act Implementation: Examining How to Achieve a Successful Rollout of
the Small Business Exchanges.”

There are lots of reasons to be nervous about Obamacare, especially if you’re a small business
owner or worker. Think of working class Americans who right now are working 40 hours a
week, but because of ObamaCare, employers are going to be cut back workers’ hours to 29 hours
a week. Think about the small businesses that want to invest, expand, and grow our stagnant
economy, but are afraid to do so because it would trigger the ObamaCare mandate, I’ve met
these people and talked to these people. These are not billionaires, these are not millionaires,
these are hard working class Americans who are on the verge of being punished because this law
was built on broken promises.

As I traveled through Florida this summer, [ repeatedly heard these Obamacare concemns from
my constituents. In Gainesville and Jacksonville, entrepreneurs wanted to expand and hire more
workers but were in a holding pattern because Obamacare is full of unknowns. Businesses
couldn’t plan for the future or commit to hire new employees as long as Obamacare’s mandates,
taxes, and regulations remain unclear or too burdensome.

This is devastating to people trying to provide for their families. Thousands of Florida families
will be taking home less income due to their hours being capped at 29 per-week rather than the
32 hours-per-week allowed before ObamaCare. Especially for families living paycheck-to-
paycheck, cutting their hours and income is exactly how ObamaCare devastates middle class
Americans and the economic opportunity America used to provide her people.

In Pensacola, a grocery store owner told me he might stop offering insurance to his employees
because he had some seniors working for him and it was going to be too expensive to keep doing
s0. Obamacare’s onerous regulations now make it easier for this employer to drop coverage, pay
the Obamacare tax, and have these workers buy their own insurance on the newly created
exchange.

These are the stories I heard from Floridians this summer, and they are the ones I continue to
hear from people now — in calls, letters, emails, meetings here in DC and visits throughout
Florida. And they are the fears and worries that have only gotten worse as this ObamaCare
rollout has turned out even worse than imagined.

The reason why I'm so passionate about ObamaCare is because it is undermining, for millions of
people, the ability to achieve the American Dream. We cannot stand by and allow America -
where talent and hard work has always meant that the sky is the limit - to be destroyed by an
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ObamaCare law that puts a ceiling on people’s dreams and a cap on the aspirations of job
creators. We can’t allow this to be a place, just like so many other places in the world, where our
message to job creators is: ‘Don’t grow too big, or government will come after you.”

Regardless of if you are a Republican, a Democrat, or an Independent- this issue is bigger than
that, it’s bigger than politics. This is really about people. And this morning I highlighted the
plight that small businesses in Florida are facing, but hundreds of thousands if not millions of
others will soon face. This law is going to hurt millions of middle-class Americans in the ways
that I’ve just described. I hope that this hearing will result in some productive discussion and
debate on ways that we can provide some relief to Americans who may soon lose their jobs,
businesses, or healthcare insurance as we continue to find out exactly what is in this devastating,

job-killing law.
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Post-Hearing Questions for the Record
“Affordable Care Act Implementation:
Examining How to Achieve a Successful Rollout of the Small Business Exchanges”
November 20, 2013

Submitted to Ms. Kofman, District of Columbia
From Ranking Mcmber Risch

On November 14, 2013, the President publicly recognized the failure of the exchange rollout and
announced his proposal to grandfather individual plans, and despite being fired after his
statement, DC Exchange Commissioner, William White, said the proposal undercuts the
exchanges, including the District’s DC Health Link, by making it more difficult for them to
operate. According to data reported by insurers participating in the exchange, DC
HealthLink had only FIVE enrollees in the first month (for reference, see
http://www.politico.com/story/2013/11/obamacare-enroliments-washington-dc-99589.html,
included in the record).

How do you consider five enrollees in an entire month a success?

Since DC Health Link opened for business on October 1, 2013, there has been a strong response
from residents and small business owners in the District. For example, as of November 13,
2013, there were 19,706 household accounts created and 696 small business accounts created on
DCHealthLink.com. Of those, 3,303 households had completed an application for coverage and
1,115 households had chosen a health plan for 2014. As of December 10, the number of
accounts created increased to 33,019. Employer accounts increased to 982. The number of
completed applications for coverage totaled 5,603, a significant increase of 2,300 in one month.
These numbers have continued to rise, reflecting the pent up demand for affordable, quality
health insurance in our community.

Four national insurance companies are participating in DC Health Link — Aetna, CareFirst
BlueCross BlueShield, Kaiser Permanente, and UnitedHealthcare. Small businesses have 267
different plan options from all four major carriers. District residents have 34 different health
insurance options to choose from including HMOs, PPOs, point of service plans, and health
savings account-compatible high-deductible plans from three major carriers.

How do you respond to Commissioner White’s concerns about the President’s proposal?

Please see below statement from the Department of Insurance, Securities and Banking.
hitp://disb.dc.gov/release/department-statement-regarding-non-affordable-care-act-compliant-
health-plans

Wednesday, November 27, 2013

Department Statement Regarding Non-Affordable Care
Act-Compliant Health Plans
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Today, the District of Columbia’s Department of Insurance, Securities and Banking announced that it will
not exercise the discretion delegated to state insurance commissioners in the U.S. Department of Health
and Human Services’ transitional policy from Nov. 14 that would permit carriers to continue renewing non-
Affordable Care Act-compliant health plans for policy years starting between Jan. 1 and Oct. 1, 2014.

“The department carefully considered all factors involved in this decision — District residents, the industry
and the unique characteristics of our market — and concluded that there are greater benefits to continuing
the District's Affordable Care Act implementation efforts as planned,” said Chester A. McPherson, interim
commissioner for the department. “The department believes this approach provides more certainty for
residents and carriers by subjecting all health plans to the same standard as outtined in the law.”

Specifically, the additional elements of the Affordable Care Act’s essential health benefit requirement
ensure that District residents have comprehensive coverage to meet their heaith care needs. Aiso, our
review concluded that the future rate impact of the transitional policy wouid be more significant to District
residents than continuing implementation as intended.

In making its decision, the department received input from the District's Health Benefit Exchange
Authority, carriers operating in our market, public interest organizations and District residents. Residents
or issuers with questions regarding the department's implementation of the Affordable Care Act should
contact Philip Barlow, associate commissioner for insurance, at philip barlow@dg gov.
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Post-Hearing Questions for the Record
“Affordable Care Act Implementation:

Examining How to Achieve a Successful Rollout of the Small Business Exchanges”

November 20, 2013

The Honorable Phyllis C. Borzi
From Ranking Member Risch

1. The week before the October 1 requirement that nearly all businesses provide a "Notice of

Coverage Options" document to full-time and part-time employees, the Administration
announced there would not be any fines or penalties for failure to distribute the document
at that time.

a. Can you say with certainty that small businesses will never face fines,

penalties, or litigation for failure to distributing the document to new
employees within 14 days of their start date?

Employers covered by the Fair Labor Standards Act are required to provide a
notice of coverage options available through the Marketplace to all current
employees no later than October 1, 2013. For all new employees hired on or after
October 1, 2013, employers must provide the notice within 14 days of the
employee’s start date. Employers have several options for delivery of the notice,
including hand delivery, first-class mail, or electronic delivery.

As explained in guidance released September 11, 2013, there is no fine or penalty
under the statute for failing to provide the notice. To assist employers with their
notice obligations the Department of Labor issued model notices based on
feedback from employers. One model notice is for employers who offer a health
plan to some or all employees, and a second model notice is for employers who do
not offer a health plan. Employers that prefer to organize their notices differently,
or to provide more or less information (as long as it still meets the minimum
statutory content requirements), are free to do so.

From Senator Michael B. Enzi

1.

The Administration continually emphasizes “choice™ for small employers and individuals
under the health care law. Recent press reports about the Administration’s Request for
Information on Stop Loss Insurance suggest that the Administration is contemplating
steps to limit self-insured and stop loss options for smaller and medium-size plans.

! The Department’s Wage and Hour Division provides guidance relating to the applicability of the FLSA in general,
including an Internet compliance assistance tool to determine applicability of the FLSA. The FLSA Coverage and
Employment Status Advisor can be found at http://www.dol.gov/elaws/esa/flsa/scope/screen9.asp.

% See Affordable Care Act Regulations and Guidance, Notice to Employees of Coverage Options, FAQ on Notice of

Coverage Options, available at www.dol.gov/ebsa/fags/fag-noticeofcoverageoptions.html.
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a. Can you confirm that the Administration is not drafting regulations or
planning any executive actions along those lines?

The Departments of Labor, Health and Human Services (HHS), and the

Treasury (Treasury) issued a Request for Information Regarding Stop Loss

Insurance (77 FR 25788, May 1, 2012) to gain better information regarding how this
product is being used. In particular the Department is interested in how it impacts small
employers (who may not be as well positioned to absorb the financial risks). The
Departments have not taken any additional steps to address the use of stop-loss insurance
through rulemaking since the publication of the joint Request for Information in

May 2012.

. Stop-loss insurance coverage is offered by various entities to cover aggregate group and
individual losses that exceed certain agreed upon thresholds. Such coverage is provided
to an employer maintaining a self-funded group health plan, and in such cases, the self-
funded group health plan is providing health coverage to individual participants, not the
stop-loss insurer. Stop loss coverage is appropriately considered as liability insurance in
Code section 9832(c)(I)(C). Treasury also recognized that stop-loss should not be
considered a "specified health insurance policy” in the final regulations implementing
Code sections 4375 and 4376. Further, HHS exempted stop-loss policies from the
reinsurance contribution requirements.

a. Consistent with the treatment of stop loss insurance coverage under these
areas of the law, will the Administration continue to recognize stop loss
coverage as liability insurance when implementing other provisions enacted
under the Patient Protection and Affordable Care Act?

Stop-loss insurance generally is not subject to Federal consumer protections applicable to
health insurance, including certain patient protections under the Affordable Care Act. It
is similarly not subject to State health insurance laws including coverage laws, rating
policies, and other State consumer protections applicable to health insurance.
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Written Questions for the Record
Gary Cohen’s Hearing
“Affordable Care Act Implementation: Examining How to Achieve a Successful Rollout of
the Small Business Exchanges”
Before
Senate Small Business Committee

November 20,2013

Senator Risch

1. U.S. Department of Health and Human Services Secretary Sebelius has testified before
Congress that the federal SHOP exchange will be operational by the end of November.
She has also testified that in order to have plans active by the law’s deadline of January
1, 2014, small businesses must enroll on the federal exchange by December 15, 2013.
Even if the Administration meets its projection of November 30, 2013, that leaves small
businesses with onlyl6 calendar days to enroll on the federal SHOP exchange. The
entire small business community of at least 29 states- those choosing to take advantage
of the federal exchange, as well as those states that were unable to successfully
implement their own SHOP exchange- is relying on this exchange to provide health
coverage for their employees.

» Will the federal SHOP exchange be operational (operational meaning the
ability for a small business to successfully enroll online at healthcare.gov and
hold an active health care policy for its employees by January 1, 2014) by
November 30, 2013?

Answer: We are exploring options to ensure that small businesses have access to
coverage in the SHOP market. We are currently doing our assessment and we
will have a process for enroliment in place by the end of November.

> What specific tasks remain to be completed in order to achieve operability of
the federal SHOP exchange website?

Answer: In advance of the October 1 opening of the SHOP, CMS worked to
prioritize essential website functionality to ensure that consumers would be able
to apply for eligibility and select a plan on the October 1st launch date. We
continue to work through our punch list of software and hardware fixes to
enhance the user experience for consumers and to bring online delayed features.

> If the federal SHOP exchange website is not operational by November 30,
2013, how will the Administration address the additional delay? Will the
Administration provide any relief to small businesses wishing to purchase
insurance for their employees on Healthcare.gov?
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Answer: We are exploring options to ensure that small businesses have access to
coverage through the SHOP Marketplace. We are currently doing our assessment
and we will have a process for enrollment in place by the end of November.
Small businesses can enroll at any point in time during the year, and are not
limited to the same open enrollment period that exists for the individual market,
giving business the opportunity to provide coverage at any time.

» Can you confirm that small businesses will be able to purchase health
insurance for their employees by November 30, 2013?

Answer: Small businesses will be able to purchase health insurance for their
employees both in the existing small group market — as they do today — and
through the SHOP Marketplace. Small employers are already able to complete a
paper application for the SHOP and to go online and view basic plan and pricing
information. Employers can also call the dedicated SHOP call center to learn
more about SHOP and to get answers to some of their basic questions on the
Affordable Care Act. We will have a process in place by the end of November to
ensure that small businesses have access to coverage through the SHOP
Marketplace.

2. The Administration keeps referring plans under the health care law as “better,” but has
yet to define the term. After our July ACA hearing, your office provided in a statement
to this Committee that “[flor small employers that choose to offer coverage, the reforms
in the law will help employers and their employees have access to better coverage at a
lower cost in 2014.” Three small businesses testified on November 20, 2013 before your
testimony, that the law, in fact, has had the polar opposite effect for their small
businesses.

» Can you explain how these plans are “better” when they 1) require
consumers to pay for coverage they do not need, 2) significantly increase
costs to small businesses, and 2) restrict small businesses, including the small
business witnesses who testified on November 20, 2013 in front of this
Committee, from expanding and providing health insurance for their
employees?

Answer: Historically, small businesses have been charged 10 to 18 percent more
for the same benefits compared to large employers.' Before the Affordable Care
Act was enacted, nearly all small group plans covered many, if not all, essential
health benefit categories outlined in the Affordable Care Act. However, in the
past, most small businesses were subjected to wide variations and high volatility
in premiums based on the type of work they did or the health status of their
workers. A small construction company often would pay more than an
accounting firm of the same size for the same coverage due to use of industry
rating factors. Small employers often faced significantly higher rates if they had
sicker workers or more women on the payroll. Because premiums could vary

'http://www.commonwealthfund.ore/~/media/Files/Publications/In%20the%20 Literature/2006/May/Benefits%20an

d%20Premiums%20in%20Job%20Based%20Insurance/Gabel_benefitspremiumsjobbased_925 _it1%20pdf.pdf
2
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based on a group’s actual or projected health care costs, and becausc each small
business formed its own, isolated risk pool, if even one employee or dependent
became ill, rates for the entire firm often would skyrocket. The market reforms in
the Affordable Care Act have helped address these practices.

For plan years beginning in 2014, new market rules will ensure that premiums for
most health insurance plans available to small employers will not vary based on
industry or the health status of the firm’s employees. Premiums generally can
vary only by age, tobacco use, family size, and geography. Most small businesses
can offer employees coverage without having to pay higher premiums due to the
health status or gender of their employees with limits on how much higher
premiums can be for older employees than for younger employees. And, due to
these reforms, and because issuers will generally have to treat all of their non-
grandfathered plans in a state’s small group market as a single risk pool beginning
in 2014, small businesses will be shielded from the impact of one employee
becoming ill.

Small employers and their employees can also obtain coverage with confidence
that health insurance plans will cover the important health care services they need.
Most small group insurance plans, including all plans in the SHOPs, must cover
essential health benefits that are based on what a typical employer plan offers in
the market today. These benefits include items and services such as ambulatory
patient services (including doctors’ visits), hospitalization, prescription drugs, and
maternity and newborn care.

In addition the Affordable Care Act provides new protections for consumers to
limit their deductibles and other out-of-pocket costs. Beginning in 2014, the
maximum deductible allowed in a small group health plan is $2,000 for a single
individual and $4,000 for a plan covering more than one individual. Consumers
will no longer need to worry that their health insurance coverage will leave them
. with medical bills they cannot afford.

How do you justify the CMS statement that employers will see lower costs in
2014 when that statemcnt directly contradicts the astronomical increases that
small businesses, including these three witnesses, are seeing in their plan
costs for 2014 on the SHOP exchanges?

Answer: In an effort to slow health care spending growth and give all Americans
more value for their health care dollars, the Affordable Care Act has brought an
unprecedented level of scrutiny and transparency to health insurance rate
increases by requiring an insurance company to justify a rate increase of

10 percent or more for most plans in the individual and small group markets,
shedding light on arbitrary rates.

The average premium increase for small businesses in 2012 was 4.7 percent,
which is 19 percent lower than the average requested premium increase.
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Americans saved an estimated $866 million on their health insurance premiums in
the small group market in 2012 after rate review.

The Affordable Care Act’s requirements for transparency and a justification of
rate increases are working-—nearly one-third (28 percent) of small group insurers’
requests for 2012 rate increases of 10 percent or more were modified by the issuer
or rejected by the state -- ultimately resulting in issuers charging a lower rate
increase than requested or no rate increase at all.

This trend continued in 2013: according to the National Survey of Employer-
Sponsored Health Plans, conducted annually by Mercer,” growth in the average
total health benefit cost per employee slowed to just 2.1 percent in 2013, While
cost growth has slowed among employers of all sizes, it was lowest for small
employers in 2013. Among those with 10 to 499 employees, average cost rose by
only about | percent.

» If the SHOP options available were so great, how do you explain the
thousands of small businesses that have rushed to renew their policies early
outside of the exchanges to avoid these large premium increases on January
1,2014?

Answer: It's up to private insurance companies to decide what products they
offer in the market and it then is up to each small business to choose whether or
not to renew such a plan or look for a new plan for its employees.

> Immediately after these small business witnesses testified that the ACA has
directly increased costs and restricted the competitiveness and growth of
their businesses, you testified that the law has “no impact” on small
businesses of 50 or fewer employees. Could you explain your statement,
which is obviously false in light that all three of these witnesses fall into this
category?

Answer: The Affordable Care Act specifically exempts employers with fewer
than 50 employees from the employer responsibility requirement. It also created
the Small Business Health Care Tax Credit to help small employers of lower
wage workers afford a significant contribution towards workers’ premiums. An
employer may qualify for a tax credit if it has fewer than 25 full-time equivalent
employees making an average of less than $50,000 a year. To qualify for the
Small Business Health Care Tax Credit, an employer must pay at least 50 percent
of the premium cost of employee-only (not family) coverage for each of its
employees. Starting in 2014, the tax credit is worth up to 50 percent of the
employer’s contribution towards employees’ premium costs (up to 35 percent for
tax-exempt employers) when coverage is made available through the SHOP. The
tax credit will help lower the cost of offering health care coverage. In 2012, the

2 http://www,mercer.com/press-releases/1 565093
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most recent year for which complete data are available, over 185,000 employers
received more than $535 million in tax credits.

3. In its response to concerns raised by this Committee of the critical tasks that have
delayed establishment of the federal exchanges (as reported by GAO), and the situation
where no insurers signed up to offer coverage on the Mississippi exchange, your office
provided that “CMS has been pleased with the response from insurers to participate in
the Marketplaces.”

> How do you respond to states like Washington, which has successfully
secured only one carrier on its SHOP exchange, which will offer SHOP plans
in only two counties in the State?

Answer: There has been great interest by issuers in offering coverage on the
Marketplaces. Nationwide, there are already 185 issuers offering 3,257 plans on
the SHOP Marketplaces. A major problem in the existing insurance market has
been a lack of competition in some areas, especially rural ones. In many states, we
have seen new issuers offering plans on the Marketplace that were not offering
plans before, and we hope that in future years, the number of issuers will continue
to increase.
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UNITED STATES SENATE
COMMITTEE ON SMALL BUSINESS AND ENTREPRENEURSHIP

RESPONSE TO POST-HEARING QUESTIONS SUBMITTED TO WILLIAM NOLD,
DEPUTY EXECUTIVE DIRECTOR FROM RANKING MEMBER RISCH

OFFICE OF THE KENTUCKY HEALTH BENEFIT EXCHANGE

February 4, 2014

William Nold submits the following in response to post-hearing questions from
Ranking Member Risch:

1. Kentucky is reporting that 48,507 individuals have signed up for Medicaid
through Kentucky's health exchange, kynect. This represents more than 80% of
all those enrolling through the exchange.

a. How many of these Medicaid enroliees are newly eligible due to the
expansion of Medicaid versus those who are considered
“woodworkers” and would have qualified under eligibility
requirements prior to expansion?

b. What percentage of the State budget will Medicaid enrollees represent
to each of the proceeding five years?

Response:

Sufficient data is not yet available to make this calculation. An estimate of those who
will be considered woodworkers for SFY 2014 is 17,059.

Following is a breakdown of Medicaid as a percentage of the State budget for the
proceeding five years. Please note the Medicaid and Commonwealth figures represent
all fund; General, Federal and Agency Restricted funds:
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SFY 2009 SFY 2010 SFY 2011 SFY 2012 SFY 2013

Medicaid Benefits
Actual Payments 5,236,550,418 | 5,845,670,323 | 5,971,857,771 |5,957,911,371 | 5,796,606,989
Commonwealth of KY

Actual Expenditures
{rounded to nearest $100} | 23,013,240,000 | 24,688,933,000 | 24,434,732,000 | 23,217,632,000 | 23,268,007,000

DMS Benefits % of
State Expenditures 22.75% 23.68% 24.44% 25.66% 24.91%
2. The State received $253 million from taxpayers to start its exchange to enroli—to

date—about 11,500 people in private health insurance. That is $22,000 per
enroliee in private health insurance.

a. How can you justify this expense to the taxpayer?

b. Once the federal grant money to establish kynect is exceeded, how
will Kentucky continue to fund the exchange?

c. What percentage of the total State budget will this represent?
Response:

The federal grants awarded to the Commonwealth were fully justified in the grant
applications submitted to HHS. | would reference these grant applications and the
various reports relating to them for a more complete answer to this question. However,
for the record, it should be noted that any cost-benefit analysis based solely on the
grant amounts and the number of individuais enrolied in private health insurance is
misplaced. The grants awarded have afforded Kentucky with an opportunity to develop
a new eligibility and enroillment system for Medicaid (the previous system was nearly 20
years old) and Qualified Health Plans offered through the exchange. This system will
serve millions of Kentuckians for many years. Beyond enroliment, the grants have
supported many of the technical requirements of a state-based exchange mandated by
the ACA, including the “no wrong door” obligation and the ability for persons enrolling in
Medicaid in Kentucky to have the opportunity to enroli on-line to a number of human
service programs, an option not previously available to them. Lastly, it should be noted
that as of January 31, 2014, the number of individuals enrolled in qualified health plans
in Kentucky has quadrupled from the number at the time of the previous testimony.

In the future, the Commonwealth plans to fund the exchange with a premium
assessment on plans offered on and off the exchange, not unlike the assessment that
was previously used to support the state’s high risk pool. The Office of the Kentucky
Health Benefit Exchange (OKHBE) will not be receiving any general fund dollars from
the State. By SFY 186, the estimated annual operating budget need to fund the
Exchange on an annual basis upon full implementation and roil out is estimated at less
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than $27 million annually. As a Fherefore-the percentage of the total State budget, the
amount that will be allocated to the OKHBE is approximately one-tenth of one percent.

3. A November report from Deutsche Bank states that the “metrics continue to
suggest high risks of adverse selection in the population that is enrolling into the
Kentucky exchange. Specifically, the data shows no improvement in the age mix
of the population enroiling into the exchange, while a much higher percentage of
applicants continue to choose more benefits-rich platinum and gold plans relative
to the lower cost bronze options”

a. What percentage of those between 18 to 34 years of age are enrolling in
private bronze or silver plans through kynect?

b. What percentage of those between 35 to 64 years of age are enrolling in
private bronze or silver plans through kynect?

Response:

Based on 44,001 enroliments in private heaith insurance as of January 31, 2014, note
the following:

Age 18-34 % Age 35-64 %
Bronze 1,229 2.8% Bronze 3,209 7.3%
Silver 3,929 8.9% Silver 12,435  28.3%
Total 5,158 11.7% Total 15644  35.6%
4, According to the office of Governor Beshear, as of November 22, 1,063 small

businesses had started an application, but only 407 completed the process, to be
eligible to offer coverage te employees. This is in comparison to 150,000 small
group plans being cancelled.

a. How can you characterize 407 completed enroliments versus 150,000
cancellations of small business health plans a “success?”

Response:

The characterization that 150,000 small group plans in Kentucky had been cancelled is
erroneous. Except for “grandfathered” plans, the ACA requires plans in the individual
and small group markets that are issued or renewed on or after January 1, 2014 include

3
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specific benefits and follow specific rating requirements in order to be compliant. As
part of a transition to ACA compliant plans and, as required by long-standing Kentucky
law, insurers sent notices to all policyholders in the individual and smali group markets
advising them of these requirements. The characterization of these notices as
“cancellations” is inaccurate.

Furthermore, all policyhoiders in the individual and small group markets were offered
the opportunity to early renew their coverage in order to delay the time when these
policies must be ACA compliant. Also, in accordance with the transitional relief
provided by President Obama, many policyholders were able to delay ACA compliance
until late 2014.

5. Many small businesses in Louisville hire individuals from bordering states, such
as Indiana. As these small businesses consider options on the State SHOP
exchange, they are discovering that the providers in Kentucky are considered in-
network. Therefore, for an individual who lives out of state, there will be no
hospitals, facilities or doctors nearby for that person or their family to visit.

a. What kind of choice is this providing small businesses that want to
offer coverage to their employees? More importantly, what good
would this health coverage be to their employees?

b. Do you intend on addressing this problem for small businesses, and if
so, how?

Response:

Qualified health plans offered on the exchange must meet the minimal network
adequacy requirements established under Kentucky law and the ACA. This is nota
new phenomenon. While some issuers may include out-of-state providers in their
approved networks, and many do, others may not. Except for “emergencies” there is no
legal requirement that issuers provide coverage for out-of-state providers.
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Post-Hearing Questions for the Record
“Affordable Care Act Implementation:
Examining How to Achieve a Successful Rollout of the Small Business Exchanges”
November 20, 2013

Submitted to Ms. Markowitz, SBA

From Ranking Member Risch

1. After this Committee’s July hearing on the ACA, I asked the SBA to provide figures of the
funds used to support its outreach efforts, and SBA could not provide an answer. Since July,
the SBA has held numerous ACA webinars and educational sessions across the country. 1
have been informed that SBA has also instructed each of its District Offices to hold a certain
amount of outreach activities per month. SBA has also informed this Committee that it pays
a Senior Policy Advisor, whose duties are primarily devoted to ACA “educational efforts.”

» Although SBA “does not track employee time expended on ACA educational
efforts,” please provide 1) the average amount of time these educational sessions and
webinars last, 2) the exact number of trainings and webinars conducted as
December 11, 2013, and 3) the salary level of, or compensation provided to, the
staffer(s) who runs them?

1. Each ACA webinar is approximately one hour. In-person events can range from
one-hour to full-day events.

2. From February through December 11, 2013, SBA held 37 ACA webinars, and
participated in nearly 1,500 local events, which, together, have educated over
75,000 small business owners, entrepreneurs, and other individuals.

3. Each of our 68 district offices participate in ACA outreach events. These
trainings are typically facilitated by a Regional Administrator, District Director
or Deputy District Director, whose pay grades range from GS 14 — SES.

e What is the salary level of the “Senior Policy Advisor” whose primary duties are
devoted to the ACA?

o The Senior Policy Advisor is a GS-15.

s What are the names and salary levels of each individual that has contributed to
SBA’s health care blog, “Health Care Business Pulse?”

o The individuals who contribute (by drafting the blog posts, etc.) to SBA's health
care blog have the following titles and pay grades:
®  Senior Policy Advisor — GS-15
= Policy Advisor — GS-14
= Deputy Assistant Administrator, Office of Communications & Public
Liaison — GS-14
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= Depuly Press Secretary — GS-12, currently open
»  Online Media Coordinator — GS-13
= Special Assistant for Public Engagement — GS-9
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UNITED STATES SENATE
COMMITTEE ON SMALL BUSINESS AND ENTREPRENEURSHIP

TESTIMONY OF WILLIAM NOLD, DEPUTY EXECUTIVE DIRECTOR
OFFICE OF THE KENTUCKY HEALTH BENEFIT EXCHANGE

November 20, 2013

Documents for the Record

900 KAR 10:020. Kentucky Health Benefit Exchange Small Business Health
Options Program.

Small Business Health Options Program (SHOP) Paper Application for
Employers.

Small Business Health Options Program (SHOP) Paper Application for
Employees.

On-line application for Employer

Fact Sheets used in education and outreach Program
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ONS COMPILER

REGULATH

Cabinet for Health and Family Services
Office of the Kentucky Health Benefit Exchange
(New Administrative Regulation)
900 KAR 10:020. Kentucky Health Benefit Exchange Small Business Health Options
Program.
RELATES TO: KRS 194A.050(1), 42 U.S.C. 18031, 45 C.F.R. Parts 155, 156

STATUTORY AUTHORITY: KRS 194A.050(1)

NECESSITY, FUNCTION, AND CONFORMITY: The Cabinet for Health and Family
Services, Office of the Kentucky Health Benefit Exchange, has responsibility to
administer the state-based American Health Benefit Exchange. KRS 194A.050(1)
requires the secretary of the cabinet to promulgate administrative regulations necessary
to protect, develop, and maintain the health, personal dignity, integrity, and sufficiency
of the individual citizens of the Commonwealth; to operate the programs and fulfill the
responsibilities vested in the cabinet; and to implement programs mandated by federal
law or to qualify for the receipt of federal funds. This administrative regulation
establishes the policies and procedures relating to the operation of a Small Business
Health Options Program in accordance with 42 U.S.C. 18031 and 45 C.F.R. parts 155
and 156.

Section 1. Definitions.

(1) "Agent’ is defined by KRS 304.9-020(1).

(2) "Annual open enroliment period” means the period each year during which a

1
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qualified employee may enrolf or change coverage in a qualified health plan through an
exchange.

(3) “Annual renewal date” means the date following twelve (12) months from the first
day of the-first coverage month and every twelve (12) months thereafter.

(4) “Children’s Health Insurance Program® or “CHIP” is defined by 42 C.F.R. 457.10.

(5) "COBRA" means continuation of coverage under the Consolidated Omnibus
Budget Reconciliation Act of 1986, as amended.

(8) "Department of Health and Human Services” or “HHS" means the U.S.
Department of Health and Human Services.

(7) “Employer identification number” means a unique numerical identifier which ‘is
used to identify a business, partnership, or other ént'tty.

(8) “Full-time employee” is defined by 45 C.F.R. 155.20.

(9) "Fuli-time kequiva!ent employee” shali be the number of employees determined by
using the method set forth in section 4980H(c)(2) of the Internal Revenue Code.

(10) “Group participation rate” means the number of eligibfé employees enrolled in a
group health plan in relation to the number of employees eligible to enroll in the group
health plan. k

(11) *Health ptan” is defined by 42 U.S.C. 18021(b)(1).

(12) “Indian” means any individual as defined by 25 U.S.C. 450b(d).

(13) “Initial open enroliment period” means the period during which a qualified
employee may enroll in health coverage through an exchange for the 2014 benefit year
which shall:

(a) Begin October 1, 2013; and



10

11

12

13

14

15

16

17

18

19

20

136

(b) Extend through March 31, 2014.

(14) “Kentucky Health Benefit Exchange” or “KHBE" means the Kentucky state-
based exchange conditionally approved by HHS under standards set forth in 45 C.F.R.
§155.105 to offer qualified health plans on January 1, 2014,

(15) “Kentucky Health Insurance Premium Payment Program” or “KHIPP” means a
Kentucky Medicaid program that pays the costs of some or the entire employee portion
of employer-sponsored health insurance premiums.

(16) “Medicaid” means coverage in accordance with Title XIX of the Social Security
Act, 42 U.S.C. sections 1396 et seq. as amended.

(17) "Medicare advantage plan” means a Medicare program under Part C of title
XViit of the Social Security Act, which provides Medicare Part A and B benefits through
a private insurer.

(18) "Metal level of coverage” means health care coverage provided within plus or
minus two (2) percentage points of the full actuarial value as follows:

(a) Bronze level with an actuarial value of 60 percent;

(b) Silver level with an actuarial value of 70 percent;

(c) Gold level with an actuarial value of 80 percent; and

(d) Platinum level with an actuarial value of 80 percent.

(19) “Minimum essential coverage” is defined by 26 C.F.R. 1.5000A-2.

(20) “Participation agreement” means an agreement between the Office and a small
employer participating in the KHBE Small Business Health Options Program.

(21) “Plan year” means a consecutive twelve (12) month period during which a

health plan provides coverage for health benefits.
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(22) “Premium’” is defined by KRS 304.14-030.

(23) “Qualified employee” means an individual employed full-time by a qualified
employer who has been offered health insurance coverage by the qualified employer
through the SHOP.

(24) “Qualified employer” means a small employer that elects to offer, at a minimum,
all full-time employees of such employer eligible fpr one or more QHPs in the small
group market offered through a SHOP.

(25) "Qualified Health Plan” or “QHP" means a health plan that has in effect a
certification issued by the KHBE that it meets the standards described in 45 CFR 156
subpart C.

(26) “Qualifying event” means an event described in Section 9 (1) of this
administrative regulation.

(27) “Reference plan” means the selection of a single plan on which an employer will
base their contribution and employees are then able to elect other plans and pay the
prerﬁium differential.

(28) “Service area” means a geographical area in which an individual shall reside or
be employed in order to enroll in a QHP.

(29) “Shared responsibility payment” means a penalty imposed for failing to meet the
requirement to maintain minimum essential coverage in accordance with 26 U.S.C.
Section 5000A.

(30) *SHOP" means a Small Business Health Options Program operated by an
Exchange through which a qualified employer can provide employees, spouses and

their dependents with access to one or more QHPs.
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(31) “Small employer” of “small group” means for a plan year beginning:

(a) Before January 1, 2016, an employer who employed an average of at least two
(2) but no more than fifty (50) full-time employees on business days during the
preceding calendar year; or

(b) On or after January 1, 2016, an employer who employed an average of at least
one (1) but no more than one hundred (100) full-time equivalent employees on busiress
days during the preceding calendar year and who employs at least one (1) employee on
the first day of the plan year.

(32) “Special enroliment period" means a period during which a qualified employee
who experiences certain qualifying events may enroll in, or change enroliment, in a
QHP through the KHBE outside the initial and annual open enroliment periods.

(33) “TRICARE" means the Department of Defense health care program
administered serving active uniformed service members, retirees and their families.

Section 2. Employer Eligibility and Participation Requirements.

(1) Beginning Octaber 1, 2013, a small employer shall be eligible to purchase health
insurance coverage for its small group through the KHBE SHOP if the employer is a
small employer that;

(a) Elects to offer, at a minimum, a full-time employee coverage in a QHP through
the KHBE SHOP; and

(b) 1. Has its principal business address in the service area and offers coverage to
its full-time employees through the KHBE SHOP; or

2. Offers coverage to each eligible employee through the KHBE SHOP serving that

employee’s primary work site;
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(c) Has a valid federal empioyer identification number; and

(d) Has a group participation rate of at least seventy five (75) percent in accordance
with subsection (B) of this section.

(2) A small employer participating in more than one SHOP and meeting the criteria
in subsection (1) of this section, shal} offer coverage to its employees whose primary
work site is in the service area of the KHBE SHOP.

(3) A small employer may submit an application to participate in KHBE SHOP:

(a) Via the KHBE website at www.kynect.ky.gov;

(b) By telephone by contacting the KHBE customer service center;

(c) By mai; or

(d) In person.

(4) A qualified employer who ceases to be a small employer solely by reason of an
increase in the number of employees shall be eligible to participate in the KHBE SHOP
untii the employer:

(a) Fails to otherwise meet the eligibility criteria of this section; or

(b) Chooses to no langer purchase health insurance coverage for qualified
employees through the KHBE SHOP.

(5) As part of the verification of an application of the employer application, a small
employer shall submit:

(a) An employee census that includes the name, address, and social security
number of all eligible employees;

(b) Proof of a federal employer identification number; and

(c) Copy of most recent Employer's Quarterly Unemployment Wage and Tax
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Report, if applicable.

(6) A calculation of a group participation rate shall not include in the count of eligible
employees an employee:

(a) Enrofled in:

1. A group health plan‘offered by a second employer;

2. A group health plan offer through the spouse of the employee;

3. An individual health plan;

4. Medicare, including a Medicare advantage plan;

5. Medicaid or CHIP;

6. TRICARE or other veteran's health coverage;

7. A parent's health plan;

8. Coverage identified in 45 C.F.R. 156.602; or

9. Coverage recognized by HHS as meeting the requirement for minimum essential
coverage under 45 C.F.R. 156.604.

(b) Issued a certificate of exemption from the shared responsibility payment by
KHBE or HHS; or

(c) Not residing in the service area of at least one QHP offered by the employer.

(7) If a small employer's group participation rate falls below the requirement in
subsection (1)(d) of this section during a plan year, the qualified small employer shall be
eligible to participate in the KHBE SHOP through the remainder of the plan year.

(8) If the information submitted by a small employer is inconsistent with the eligibility
standards in this section, the employer shall have thirty (30) days after a notification of

the inconsistency fo present documentation to support the employer’s application or
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resolve the inconsistency.

(9) A qualified small employer participating in the KHBE SHOP shall:

(a) Disseminate information to its qualified employees about the process to enroll in
a QHP through the KHBE SHOP;

(b) Make a contribution toward the premium of any qualified employee in accordance
with Section 4 of this administrative regulation;

(c) Remit to the KHBE, employer and employee contributions upon receipt of invoice
from the KHBE;

{d) Notify the KHBE of a change in eligibility status of an employee or dependent of
an employee enrolled in a QHP within thirty (30) days of the event; and

(e) Enter into a participation agreement with the KHBE.

(10) A small employer may designate an agent to:

(a) Perform an employer function on behalf of the employer; or

(b) Assist an employee with enroliment and plan selection.

(11) A small employer participating in a SHOP may be eligible for small employer
health insurance tax credits in accordance with 26 USC 45R.

Section 3. Employer Selection of Qualified Health Plans.

(1) A small employer shall make available to a qualified employee:

(a) A single QHP;

(b) All available QHPs at a single metal level of coverage; or

(c) If metal levels are contiguous, one (1) or more QHPs at more than one (1) metal
level of coverage.

(2) A qualified employer may apply for coverage through the KHBE SHOP for its
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small group at any time in a year.

(3) The employer’s plan year shall consist of the 12-month period beginning with the
qualified employer’s effective date of coverage.

Section 4. Minimum Contribution.

(1) Iif a small employer selects one (1) QHP to offer to a qualified employee in
accordance with Section 3 of this administrative regulation, the small employer shall:

(a) Define a percentage contribution of at least fifty (50) percent toward a premium
for employee-only coverage under the QHP; and

(b) Apply the employer contribution determined in paragraph (a) of this subsection
toward a QHP selected by the employee.

(2) If a small employer selects more than one (1) QHP to offer to a qualified
employee in accordance with Section 3 of this administrative regulation, the small
employer shall:

(a) Selecta QHP to serve as a reference plan on which a contribution shall be
based;

(b) Make a percentage contribution of at least fifty (50) percent toward a premium for
employee-only coverage under the reference plan; and

(c) Apply the employer contribution determined in paragraph (b) of this subsection
toward a QHP selected by the employee.

(3) if a small employer elects to provide dependent coverage, the small employer
may make a contribution toward a premium for dependent coverage.

Section 5. Annual Employer Election Period.

(1) On an annual basis a small employer shall have a thirty (30) day period prior to
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the completion of the employer's plan year and before the annual open enroliment to
change the employer’s participation in the KHBE SHOP for the next plan year.

(2) During the employer annual election period, a small employer may change the:

(a) Method by which the qualified employer makes QHPs available to qualified
employees in accordance with Section 3 of this administrative regulation;

(b) Employer contribution towards the premium of a qualified employee made in
accordance with Section 4 of this administrative regulation; and

(c) QHP or QHPs offered to qualified employees in accordance with Section 3 of this
administrative regulation.

Section 6. Employee Eligibility.

(1) An employee shall be eligible to enrolt in a QHP through the KHBE SHOP if the
employee receives an offer of coverage from a qualified employer.

(2) An employee shall submit an application to enrolf in a QHP:

(a) Via the internet at www.kynect.ky.gov;

(b) By telephone by calling the KHBE customer service center;

(c) By mail; or

(d) In person.

(3) i the information submitted by an employee is inconsistent with the eligibility
standards in this section, the employee shall have thirty (30) days after a notification of
the inconsistency to present documentation to support the employee’s application or
resolve the inconsistency.

(4) A qualified employee may designate an individual or organization as an

authorized representative.
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(5) An eligible employee who does not want to enroll in a QHP offered by a qualified
employer shall waive coverage.

(6) A small employer shall be notified if a qualified employee enrolled in a QHP
terminates coverage in the QHP.

Section 7. Enroliment and Effective Dates of Coverage.

(1) A qualified employee shall select a QHP or change a QHP offered by a qualified
employer in accordance with Section 3 of this administrative regulation during:

(a) The initial open enroliment period;

(b) An annual open enroliment period as set forth in Section 8 of this administrative
regulation;

(c) A special enroliment period set forth in Section 9 of this administrative regulation;
or

(d) An enroliment period outside of the employer’s open enrcliment period as set
forth in Section 8(3) of this administrative regulation, only for a qualified employee who
is newly eligible,

(2) The length of an initial open enroliment period and annual open enroliment
period shall be:

(a) Thirty (30) days; and

(b) At the request of a small employer, extended up to a maximum of fifteen (15)
additional days.

(3) Coverage in a QHP shall be effective:

(a) If plan selection is made prior to December 15, 2013, during the initial open

enrofiment period, January 1, 2014;

11
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(b) if open enrollment ends between the first and fifteenth day of any month, the first
day of the following month;

(c) if open enroliment ends between the sixteenth and the last day of any month, the
first day of the second following month; and

(d) Upon receipt of the full first month’s premium from a small employer.
(4) For a renewal, the effective date of coverage shall be an employer's annual
renewal date.

(5) For a special enroliment period, the effective date of coverage shall be in
accordance with subsection (5) and (6) of Section 9 of this administrative regulation.

(6) (a) Except for the death of an empioyee or dependent of an employee, the
effective date for cancellation of coverage shall be the last day of the month during
which an issuer terminates an employee’s or dependent of an employee’s coverage.

(b) The effective date for cancellation of coverage for the death of an employee or
dependent of an employee shall be the date of death.

(7) Unless an employee changes coverage due to a qualifying event, a premium
shall not change until the empioyer’s annual renewai date.

Section 8. Annual Open Enrofiment Period.

(1) A qualified employee shall select a QHP or change QHPs during an annual open
enroliment period that shali be:

(a) No less than thirty (30) days; and

(b) Prior to the end of the employer's plan year.

(2) If a qualified employee enrolled in a QHP remains eligible for coverage, the

qualified employee shall remain enrolled in the QHP selected the previous year unless:
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(a) The qualified employee enrolls in another QHP; or

(b) The QHP is no longer available to the qualified employee.

(3) (@) A newly added employee who becomes eligible after the beginning of the
plan year and prior to the annual enroliment period shall have thirty (30) days prior to
the date the newly added employee becomes eligible for employer-sponsored coverage
to enroll in a QHP.

{b) The effective date of coverage of a newly added employee is the first day of the
month following the month the newly added employee becomes eligible for employer-
sponsored coverage.

Section 9. Special Enroliment Period.

(1) A qualified employee or dependent of a qualified employee may enroll in a QHP
or a qualified employee may change QHPs during a special enroliment period if:

(a) The qualified employee or dependent of a qualified employee loses minimal
essential coverage;

(b) The qualified employee gains a dependent through marriage, birth, adoption, or
placement for adoption;

(c) The qualified employee or dependent of the qualified employee enrolls or fails to
enroll in a QHP due to an error, misrepresentation, or inaction of an officer, employee,
or agent of the KHBE or HHS;

(d) The qualified employee or dependent of the qualified employee demonsirates to
the KHBE that the QHP in which the qualified employee or dependent of the qualified
employee is enrolled substantially violated a material provision of its contract in relation

to the enrollee;
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(e) The qualified employee or dependent of the qualified employee gains access to
new QHPs as a result of a permanent move;

(f) The qualified employee or dependent of the qualified employee demonstrates that
the qualified employee or dependent of an employee meets other exceptional
circumstances;

(g) The qualified employee is an Indian who may change from one QHP to another
QHP one time per month;

(h) The qualified employee or dependent of the qualified employee loses eligibility
for coverage under Medicaid or CHIP; or

(i) The qualified employee or dependent of a qualified employee becomes eligible for
premium assistance through KHIPP.

(2) A qualified employee or dependent of a qualified employee has thirty (30) days
from the date of a triggering event described in paragraphs (a) through (g) of subsection
(1) of this section to select a QHP through the KHBE SHOP.

(3) A qualified employee or dependent of a qualified employee has sixty (60) days
from the date of a triggering event described in paragraphs (h) and (i) of subsection (1)
of this section to sefect a QHP through the KHBE SHOP.

(4) A dependent of a qualified employee shall not be eligible for a special enroliment
period if a smalif employer does not offer coverage to a dependent.

(5) Except as provided in subsection (6) of this section, the effective date of
coverage for an enrollment during a special enroliment period if a qualified employee
selects a QHP shall be:

(a) Between the first and the fifteenth day of any month, the first day of the following

14
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month; and

(b) Between the sixteenth and the last day of any month, the first day of the second
following month.

(8) (a) In the case of birth, adoption, or placement for adoption, the effective date of
coverage shall be the date of birth, adoption, or placement for adoption; and

(b) In the case of marriage, or in the case where a qualified employee loses
minimum essential coverage as described in subsection (7) and (8) of this section, the
effective date of coverage shall be the first day of the following month.

(7) Loss of minimum essential coverage includes those circumstances described in
26 CFR 54.9801-6(a)(3)(i) through (iii). k

(8) Loss of minimum essential coverage does not include termination or loss due to:

(a) Failure to pay premiums on a timely basis, including COBRA premiums prior to
expiration of COBRA coverage, or

(b) A situation allowing for a rescission as specified in 45 CFR 147.128.

Section 10. Employer Voluntary and Involuntary Termination from KHBE SHOP.

(1) (a) An employer may terminate its participation in KHBE SHOP at any time and
for any reason by providing written notice to KHBE.

(b) The earliest effective date of termination shall be the last day of the calendar
month following the calendar month in which notice is given.

(2) An employer may be terminated from participation in KHBE SHOP if the
employer:

(a) Fails to pay a premium in accordance with Section 4 of this administrative

regulation;
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(b) Fails to meet the employer eligibility requirements established in Section 2 of this
administrative regulation; or

(c) Commits fraud or misrepresentation.

(8) The effective date of employer termination from participation in the KHBE SHOP
shall be:

(a) The date of notification of termination for non-payment of premiums, if the
condition in subsection (2) (a) of this section is met,

(b) The last day of the plan year, if the condition in subsection (2) (b) of this section
is met; or

(c) The last day of the caiendar month following the month in which an employer
shall be notified of the termination by the KHBE, if the condition in subsection (2) (c) of

this section is met.

16
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900 KAR 10:020

APPROVED:

Carrie Banahan
Executive Director
Office of the Kentucky Health Benefit Exchange

APPROVED:

LT .

Audrey Tayse Ha))nes
Secretary
Cabinet for Health and Family Services
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900 KAR 10:020

PUBLIC HEARING AND PUBLIC COMMENTS:

A public hearing on this administrative regulation shall, if requested, be held on July 22,
2013, at 9:00 a.m. in the Public Health Auditorium focated on the First Floor, 275 East
Main Street, Frankfort, Kentucky 40621. Individuals interested in attending this hearing
shall notify this agency in writing by July 15, 2013, five (5) workdays prior to the hearing,
of their intent to attend. If no notification of intent to attend the hearing is received by
that date, the hearing may be canceled. The hearing is open to the public. Any person
who attends will be given an opportunity to comment on the proposed administrative
regulation. A transcript of the public hearing will not be made unless a written request
for a transcript is made. If you do not wish to attend the public hearing, you may submit
written comments on the proposed administrative regulation. You may submit written
comments regarding this proposed administrative regulation untif July 31, 2013. Send
written notification of intent to attend the public hearing or written comments on the
proposed administrative regulation to:

CONTACT PERSON: Tricia Orme, Office of Legal Services, 275 East Main Street 5 W-B, Frankfort, KY
40621, (502) 564-7905, Fax: {502} 564-7573

18
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REGULATORY IMPACT ANALYSIS AND TEIRING STATEMENT

Administrative Regulation Number: 300 KAR 10:020
Contact Person: Carrie Banahan (502) 564-7940

1.

Provide a brief summary of:

@)

©

()

What this administrative reguiation does: This administrative regulation
establishes the policies and procedures relating to the operation of a
Small Business Health Options Program in accordance with 42 U.S.C.
Section 18031 and 45 C.F.R. parts 155 and 156.

The necessity of this administrative regulation: This administrative .
regulation is necessary to estabiish the policies and procedures relating to
the operation of a Small Business Health Options Program.

How this administrative regulation conforms to the content of the
authorizing statutes: This administrative regulation is necessary so that
small businesses are aware of the small business health options pragram
which will allow them to enroll employees in qualified health plans offered
on the Kentucky Health Benefit Exchange as required by 45 C.F.R. Parts
155 and 156 and qualify for small employer heaith insurance tax credits
pursuant to 26 U.S.C. 45R.

How this administrative regulation currently assists or will assist in the
effective administration of the statutes: This administrative reguiation
provides detailed requirements for the small business health options
program and how small businesses may enroll employees in qualified
plans to be offered on the Kentucky Health Benefit Exchange to comply
with the statute and qualify for small employer health insurance tax credits
pursuant to 26 U.S.C. 45R.

If this is an amendment to an existing administrative reguiation, provide a
brief summary of:

(@)

(b)

(©

G

How the amendment will change this existing administrative reguiation:
This is a new administrative regulation.

The necessity of the amendment to this administrative regulation: This is
a new administrative regulation.

How the amendment conforms to the content of the authonzmg statutes:
This is a new administrative regulation.

How the amendment will assist in the effective administration of the
statutes: This is a new administrative regulation.

19
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List the type and number of individuals, businesses, organizations, or state and
local governments affected by this administrative regulation: This administrative
regulation will affect approximately 2,500 small businesses that may purchase
health insurance for their employees on the Kentucky Health Benefit Exchange
and potentially qualify for small employer health insurance tax credits.

Provide an analysis of how the entities identiﬁed in question (3) will be
impacted by either the implementation of this administrative regulation, if
new, or by the change, if it is an amendment, including:

(a) List the actions that each of the regulated entities identified in question (3)
will have to take to comply with this administrative regulation or
amendment: Each entity will be able to submit an application online to
purchase healith insurance coverage for their employees through the
Exchange, provide supporting documentation, and contribute at least 50%
of the premsum towards an employee coverage.

(b) In oompiymg with this administrative regulation or amendment how much
will it cost each of the entities 1dent|ﬁed in question (3): No cost will be
incurred by the entities.

(c)  As aresult of compliance, what benefits will accrue to the entities
identified in question (3); This administrative regulation will benefit each
small business as it may ease the administrative burden of administering
their heaith insurance program and may benefit certain employers through
health insurance tax credits.

Provide an estlmate of how much it will cost the admtmstratsve body to
implement this administrative regulation: .

(@ Initially: No additional costs will be incurred to |mptement this
administrative regulation. .

{t) Ona continumg basis: No additional costs will be incurred.

What is the source of the funding to be used for the implementation and
enforcement of this administrative regulation: The source of funding to be used
for the implementation and enforcement of this administrative regulation will be
from Kentucky Office of Health Benefit Exchange existing budget. No new
funding will be needed to tmplement the provrsnons of this regulation.

Provide an assessment of whether an increase in fees or funding will be

necessary to implement this administrative regulation, if new, or by the change if
it is an amendment: No increase in fees or funding is necessary.
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State whether or not this administrative regulation established any fees or directly
or indirectly increased any fees: This administrative regulation does not establish
any fees and does not increase any fees either directly or indirectly.

TIERING: Is tiering applied? (Explain why or why not)

Tiering was not appropriate in this administrative regulation because the
administrative regulation applies equally to ali those individuals or entities
regulated by it.
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FISCAL NOTE ON STATE OR LOCAL GOVERNMENT

Reguiation Number: 800 KAR 10:020
Contact Person: Carrie Banahan
Phone number: 502-564-7940

(1) What units, parts, or divisions of state or local government (including cities, counties,
fire departments, or school districts) will be impacted by this administrative regulation?
This administrative regulation affects the Office of the Kentucky Health Benefit
Exchange within the Cabinet for Health and Family Services.

(2) Identify each state or federal statute or federal regulation that requires or authorizes
the action taken by the administrative regulation. KRS 194A.050(1), 42 U.S.C. § 18031,
and 45 C.F.R. Parts 155 and 156. ‘

(3) Estimate the effect of this administrative regulation on the expenditures and
revenues of a state or local government agency (including cities, counties, fire
departments, or school districts) for the first full year the administrative regulation is to
be in effect.

(a) How much revenue will this administrative regulation generate for the state or
local government (including cities, counties, fire departments, or school districts)
for the first year? This administrative regulation will not generate any revenue.

(b) How much revenue will this administrative regulation generate for the state or
local govemment (including cities, counties, fire departments, or school districts)
for subsequent years? This administrative regulation will not generate any
revenue,

(c) How much will it cost to administer this program for the first year? No
additional costs will be incurred to implement this administrative regulation.

(d) How much will it cost to administer this program for subsequent years? No
additional costs will be incurred to implement this administrative regulation on a
continuing basis.

Note: If specific dollar estimates cannot be determined, provide a brief narrative to
explain the fiscal impact of the administrative regulation.

Revenues (+/-):

Expenditures (+/-):

Qther Explanation;

22
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FEDERAL MANDATE ANALYSIS COMPARISON

Administrative Regulation # 900 KAR 10:020
Contact Person: Carrie Banahan, 564-7940

1.

Federaj statute or regulation constituting the federal mandate. 42 U.S.C. Section
18031 and 45 C.F.R. Parts 155 and 156.

State compliance standards. KRS 194A.050(1) requires the secretary of the
cabinet to promulgate administrative regulations. necessary to protect, develop,
and maintain the health, personal dignity, integrity, and sufficiency of the
individual citizens of the Commonwealth; to operate the programs and fulfil the
responsibilities vested in the cabinet, and to implement programs mandated by
federal law or to qualify for the receipt of federal funds. This administrative
regulation establishes the policies and procedures relating to the operation of a
Small Business Heaith Options Program in accordance with 42 1J.5.C. Section
18031 and 45 C.F.R. parts 155 and 156.

Minimum or uniform standards contained in the federal mandate. The Affordable
Care Act establishes the creation of the American Heaith Benefit Exchange as
identified in Section 1311(a) of the Affordable Care Act. The “Kentucky Heaith
Benefit Exchange” (KHBE) is the Kentucky state-based exchange conditionally
approved by HHS established by 45 C.F.R. 155.105. An Exchange must
establish a Small Business Health Options Program (SHOP). A SHOP is
designed to assist qualified small employers in the state in enrolling their
employees in qualified health plans in the state’s small group market.

Will this administrative regulation impose stricter requirements, or additional or
different responsibilities or requirements, than those required by the federal
mandate? No.

Justification for the imposition of the stricter standard, or additional or different

responsibilities or requirements. This administrative regulation does not impose
stricter requirements than those required by the federal mandate.

23
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e . Small Business Health
kyneCt Options Program (SHOP)

Insurance Application for Employers

kynect, Kentucky's Healthcare Connection, offers a new way for small employers to offer health insurance to
their employees through the SHOP. The SHOP is open fo all small business owners with 50 or fewer
employees.

THINGS TO KNOW

Your information is private.
e We'll keep your infarmation private as required by faw.

& We'll use the information on this form only fo see if you qualify fo participate in the SHOP through kynect and to
gather information about the empioyees to whom you are offering health insurance coverage.
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— s, Small Business Health
kynect Options Program (SHOP)

Hentuekys Heslihoars Gennetion Insurance Application for Employers

<12 Are you eligible to participate in SHOP?

i you answered No fo any of these guestions, you do not qualify to participate in the SHOP.

it you answered Yes fo all of these questions, continue to Step 2.

0= Employer and Contact Information

1 Company Name ’ h T2 Federal Employer ldentification Number {(FEIN)
3. Doing Business As (DBA} T 4. Year of incomporation/Establishment
5. Employer Type : 8. If you marked privaie sector, check one of the following: T
"1 Churchfchurch-affifiated I Fareign government {71 C Corporation {1 8 Corporation {3 Pattnership
5 Stateflocal government Private sector i 171040 Schedule C Business 3 Tax-exernpt organization
7. Primary Business Address o .
BTGy ’ {QA State 10. Zip Code 141, County

14, Mailing Address I Check here if same as prii-nax;y business address

s Ciy 16, State 47 Zip Code T8 County

19. Preferred Phone Number 20, Séc‘o‘ndar‘y‘Phoﬁ

! J ( ;

51, Fax Number 22. Emall Address
23. Preferred Spoken Language (if ‘h“dt‘Engiish) T 24, Preferred Written Language {i{ noi English)
E. E 1§ you need help with your application, contact an insurance agent or a kynector. You can aiso apply faster onfine at
i www lonect.ky.gov or by calling 1-855-4kynect {459-6328). Para ayuda en Espariol, Bame gratis al 1-856-dkynect
= (459-6308),

E Farm KHBE-E1Q Rev. 8-30-13 Page 2 of 4
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| ciei= <l Employees to Whom You Are Offering Coverage

Attach separate sheets to add more employses or employee dependents.

1. Employee Name {First name, Middis initial, Last name) | 2, Soclal Security Number 3. Gender
o H Dale CiFemale

4. Date of Birth (mm/ddAyyyy) | 5. Email Address (OPTIONAL) 6. Phane Number
o )
7. Employee Type 8. Hire Date 8, Annual Salary . 10. Used tobacco at least 4 times a week in the
1 Fulttime 3 Contract {mm/ddiyyyy) | (OPTIONAL} past 6 months? {defaults to Yes if left blank)
1 Part time i : idYes [INo

11. Home Address | Ty 13, State "14.Zip Code | 15. County

ter d : employee’s dependent be offered
6. Dependent Name | 17.Date of Bith | 18. Gender
: - OMale DFemale
¢ 1. Employes Namea {First name, Middle initial, Last name) 2. Social Security Number 3. Gender
ef S S - RN ... OMeale ClFemnale
4. Date of Birth (mm/ddiyyyy) © 5. Email Address (OPTIONAL} 8. Phane Number
: Ly

19, Refationship to Employee

ployee Type 8. Hire Date 9. Annual Salary | 10. Usaed tobacco af jeast 4 fimes a wesk in the
{7 Fuiltime 7} Contract (mm/ddyyyy)  {OPTIONALY past 6 months? (defaults to Yes ¥ left blank}
I Part time : i O Yes TiNo
11, Home Address Boy T e ke Ui Fip Gode B County

16. Dependent Name 17. Date of Birth | 18. Gender 19, Relationship to Employee
CMale UlFemale
. 1. Employee Name {First name, Middle initial, Last name) 2. Social Security Number 3. Gender
e‘ UiMale ClFemale

4. Date of Birth {mm/ddfyyyy) 5. Email Address(OFTIONAL) o 6. Phone Number
7. Employse Type 8. Hire Date 9. Annual Salary | 10 Used tobacco at least 4 times a week In the
3 Fulttime [0 Contract {(mm/ddiyyyy) | {OPTIONAL) past 8 months? {defaulis to Yes if left blank}
1 Part time : : Uiyes  INo
714, Home Address T 2 cy 13 State 14 Zip Code | 15. County

CiMale TjFemale

i 1, Employee Name {First name, Middle initial, Last name) i 2. Social Security Number | 3. Gender
0 ; GMale [Femaie

3 Date of Birih (mmiddiveyy) T s, Emall Address (OPTIONAL) & Bhone Number

] ( )
7. Employee Type 8. Hire Date 3. Annual Salary . 10. Used tobacco at least 4 times a week in the
J Fulitime ) Contract @ (mm/ddiyyyy) {OPTIONAL) | past 6 months? (defaults to Yes if left blank}
1 Part time i [OYes LiNo
"11, Home Address 12. City " 13 State T pr“‘C‘Dde

. Gende
CMale CiFemale

E, E i you need help with your application, contact an insurance agent or a kynector. You can also apply faster onfine at
] www.kynect.ky.qov or by calling 1-855-4kynect (459-5328). Para ayuda en Espafiol, lame gratis al 1-855-dkynect
I, (459-8328).

E Form KHBE-£10 Rev, B-30-13 Page3of4
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1. Employee Name (First name, Middle initial, Last name) : 2. Social Security Number | 3. Gender
e : [ Male [T Female

4. Date of Bitth (mm/dd/yyyy) = 5. Email Address (OPTIONAL)

& Phone Number

7. Employee Type ; &, Hire Date 9. Annual Salary | 10, Used tobacco at least 4 times a week in the
1 Fulitime I Contract (mm/ddiyyyy) (OPTIONAL} | past 6 months? {defauits to Yes if left blank}
O Part time : : . [DYes ONe

11. Home Address 12, Clty 13 State 14, Zip Code | 15. County

ployas's dependents that Wil be offered o

[IMale ClFemale

i 1, Empioyee Name {First name, Middie initial, Last name} | 2. Social Security Number | 3. Gender
e {3 Male {3 Female
"4, Date of Birth {(mm/ddiyyyy) | 5. Email Address (OPTIONAL) 6. Phone Number
[
7. Employee Type 8 Hire Date | 9. Annual Salary | 10, Used tobacco at least 4 times & week in the
I Fulttime % Contract {mm/dd/yyyy) ¢ {(OPTIONAL} past 6 months? (defaults to Yes # feft biank)
J Part time ~ . OYes [iNo

11. Home Address T aciy T s State 14. Zip Code | 15. County

18. Dependent Name . 17. Date of Birth | 18, Gender

{IMale TlFemale

19. Relationship to Employee

i 1 Sign and Date this Application

+ { am signing this application under penaity of perjury which means { have given true answers fo alf the questions on
this form to the best of my knowledge and belief. | know that | may be subject to penaities under federal law if |
provide false and/or unirue information.

= | know that | must tell kynect if anything changes from what | wrote on this application within 30 days of the change. |
can visit kynect.ky.gov or call 1-B55-4kynect (459-6328} o report any changes.

+ 1 know that under federal law, discrimination is not permitted on the basis of race, color, national origin, sex, age,
sexual orientation, gender identity, or disability. | can file a complaint of discrimination by visiting
www.hhs.gov/ocr/office/file.

= Any person who knowingly and with intent to defraud any insurance company or other person files an application for
insurance containing any materially faise information or conceals, for the purpose of misleading, information
concerning any fact material thereto commits a fraudulent insurance act, which is & crime.

= My right to appeal. If | think kynect has made a mistake, | can appeal its decision. To appsal means to teli someone
at kynect that | think the action is wrong, and ask for a fair review of the action.

Signature S Date {(mm/dd/yyyy)
E‘ E if you need help with your application, contact an insurance agent or a kynecior. You can also apply faster onfine at
] wwwkynact ky.gov or by calling 1-B58-dkynect (459-6328). Para ayuda en Espafiol, llame gratis al 1-855-4kynact

{458-5328).

E Form KHBE-E10 Rev. 8-30-13 Pagedofd
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ey Small Business Health
kynect Options Program (SHOP)

et insurance Application for Employees

Use this application to give us more information about you and the dependents that you may want to cover
through the heatth caverage offered by your employer.

THINGS TO KNOW

Your information is private.
e We'll keep your information private as reguired by faw.

° Well use the informatian on this form only ta coliect additional information about you or any depenidents
you may want to cover through your emplioyer-sponsored health insurance plan.
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S—_— Small Business Health
kynect Options Program (SHOP)

— Insurance Application for Employees

If someone else is helping you fill out this application, use Appendix B to give us that person’s
information.

Who is your employer? | Compeny Name

Get started with your application below. 'r

=0l Information about You, the Employee

1. First name, Middie initial, L.ast name & Suffix § 2. Sccial Security Number
3. Date of Birth {mm/ddiyyyy) { 4. Gender { 5. Used tobacco at least 4 times a week in the past 6 months?
| OMale DFemale | Oves DCNo

6. Horne Address - {1 Check here if you do not have a Home Address. You will still have to enter a Mailing Address balow.

7. City } T et |'a.Zip Cade 10. County

i

11. Mailing Address {Only required if different from Home Address)

12. City 713 State | 14.Zip Cade (5 County
| l |
18. Emall Address
KR Primary Phone Numbear CHome DwWork ClCelt 18, Secondary Phone Number  [Home [UlWork [Celt
{ ) { R
19. {1 Check here to allow kynect {o send text message 20. {1 Check here to aliow kynect to send text message
alerts to your primary phone number. alerts to your secondary phone number.
21, Preferred Language Spoken {if not English) 22, Preferred Written Language {if not English)
23. Are you of Hispanic, Latino or Spanish origin? (OPTIONAL)  [JYes 1 No
24 Race - (QPTIONAL) )
{} White {IAmerican indian UFilipino 1 Vietnamese Ul Guamanian or Chamorra
3 Black or African  TAlaska Native {lJapanese {7} Other Asian {3 Samoan
American Ulasian indian {JKorean 3 Native Hawailan {1 Other Pacific islander

1 Chinese

e

Do you Want coverage for yourse if on y’? Skip to Step3. : : 5
Do you want coverage for your dependems’? Go to Step 2to snter your dependents mformatto i
Eo you not’ want ia enroll in ihe ooverage foered by this emp cyer’? Skipto Step 4.

®

&

0

If you nzad help with your application, contact your employer, an insurance agent or a kynecior: You can also
apply faster anfine at www.kynectky.goy or by calling 1-855-4kynect (459-6328). Para syuda en Espafiol,
llame gratis al 1-B55-4kynect (459-6328).

Frrm KHBE-E11 Rav. 8-30-13 Page2of5
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Sit=~r.  Information about your Dependents

Provide details for each dependent who is applying for coverage. Use additional pages if

needed.
Dependent 1
1. First name, Middle initial, Last name & Suffix
2 Social Security Number o 3. Relationship to you
4. Date of Birth {mm/ddiyyyy) ;5 Gender 6. Used fobacco at least 4 times a week in the past
{ IMale [ Female 6 months? OYes CNo

7. is this person of Hispanic, Latino or Spanish origin? (OPTIONAL)  [lYes U No
8. Race - (OPTIONAL)

73 White 1 American indian {1 Filipino 3 Vietnamese 7 Guamanian or Chamorm
{7} Black or African [ Alaska Native 3 Japansse [ Other Asian 1 Samoan
American {1 Asian indian 1 Korean [J Native Hawaiian [J Other Pacific Islander

1 Chinese
9. Does DEPENDENT 1 live at the same address as you?

3Yes. if yes, do not enter an address below. {ZNo. if no, enter DEPENDENT 1's address below.
10. Home Address 11. Mailing Address {Required if different from home address)
Dependent 2
1. First name, Middle initial, Last name & Suffix
2. Social Security Number 3. Relationship to you
4. Date of Birth (mm/dd/yyyy) |5, Gender 8. Used tobacco at least 4 times a week in the past

| D Male [JFemale g months? TiYes [INa

7. 1s this person of Hispanic, Latino or Spanish origin? {OPTIONAL)  TiYes O No
8. Race - (OPTIONAL}

1 White 3 American Indian {1 Filipino 1 Vietnamese {1 Guamanian or Chamorra

{3 Biack or African {1 Alaska Native ] Japanese  {I Other Asian £ Samoan

American 3 Asian indian 3 Korean [ Native Hawaiian 3 Gther Pacific Islandar

[J Chinese
9, Doss DEPENDENT 2 live at the same address as you?

UlYes. if yes, do not enter an address below. CiNo. H no, enter DEPENDENT 2's address below.
10. Home Address 11. Mailing Address {Required if different from home address}

if-you need help with your application, contact your employer, an insurance agent or a kynector. You can alsa
apply faster online at www kynectky.gov or by caliing 1-858-4kynect {459-6328). Para ayuda en Espafiol,
tame gratis al 1-855-4kynect (459-6328).

Form KHBE-E11 Rev. 8-30-13 Page 30f5
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Dependent 3

1. First name, Middie initial, Last name & Suffix

2. Sociai Security Number 3. Relationship to you ‘

4. Date of Birth (mm/ddiyyyy) k 5. Gender 6. Used tobacco at least 4 times a week in the past
O Male [ Female 6 months? [lYes [INo

7.1s this person of Hispanic, Latino or Spanish origin? (OPTIONAL)  [lYes O Neo
8. Race - (OPTIONAL) ’

O White O American Indian {3 Filipino ] Vietnamese 1 Guamanian ar Chamarro
{3 Black or African [ Alaska Native [} Japanese  [J Other Asian 3 Samoan
American 3 Asian Indian ] Korean 1 Native Hawaitan 1) Other Pacific Istander
1 Chinese
‘s, Does DEPENDENT 3 live at the same address as you?
{IYes. if yes, do nat enter an address below. INo. ¥ no, enter DEPENDENT 3's address below.
10. Home Address ) 11, Mamng Address {Required if different from home address)

seiz= e | Additional Questions

1. Is anyone on this application American Indian or Alaska Native?

{IYES. If yes, answer questions a and b. ONOQ. 1 no, go to question 2.

a. Who?

b. Is this person a member of a federally recogmzed tnbe band f\atton communvty or other group?
[OYes. If yes, answer guestions c-e CiNa. 1f na, go to question 2.

c. What tribe?
d. What state is this tribe primarily located in? _ .
e. Is this persan eligible to receive Indian Health Services? O Yes [No

2. Does anyone on this application have other heaith coverage Now, mdudmg dental and major medmal
coverage thatis nct Medscaxd or KCH!P? :

b DYES ifyes, answer the quesiton beiow - Dﬁc}

Nams of msurance ccmpany RS

i you need heip with your application, contact your employer, an insurance agent or a kyneclar. You can also
apply faster online at www.kynectky.gov or by calling 1-858-dkynect (459-6328). Para ayuda en Espafiol,
Hlame gratis al 1-B55-4kynect (459-6328).

Form KHBE-E11 Rev. §-30-13 Page 4of &
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== | Do not want employer-sponsored coverage

1 | am waiving my employer-sponsored coverage.

What is the reason for waiving the health cov erage offered by this employer?

73 | have individual private insurance {1 1 have Medicare 11 don't five in health pian service area
T { have insurance from another job 1t have Medicaid or CHIP [ t don't wish to participate
O { have insurance through my @ t have TRICARE 3 1 have an exemption

spouse/partner {31 have VA coverage

{11 have insurance through a parent

==l Sign and Date this Application

» | am signing this application under penalty of perjury which means ! have given true answers {a all the questions on
this form to the best of my knowledge and belief. | know that | may be subject to penalties under federal law if |
provide false andfor untrue information.

» | know that | must tell kynect if anything changes from what | wrote on this application within 30 days of the change. |
can visit kynect.ky.gov or call 1-855-4kynect {(459-6328} o report any changes.

+ | know that under federal law, discrimination is not permitied on the basis of race, color, national origin, sex, age,
sexual orientation, gender identity, or disabifity. | can file a complaint of discrimination by visiting
waww hhs.goviocr/office/file.

« Any person who knowingly and with intent fo defracd any insurance company ar other person files an application for
insurance containing any materially false information or conceals, for the purpose of misleading, information
concerning any fact material thereto commits a fraudulent insurance act, which is a crime.

Voter Registration: If | am not registared to vote or not registered where | currently live,  can choose to register to
vote by checking yes below. 1f 1 check yes, | will receive a voter registration application in the mail. Checking yes or no
below does not affect how much payment assistance | can get.

1 Yes, | want to apply to register to vote. An application will be mailed to me.  TINo, | don't want fo register fo vote.

« My right to appeal. If | think kynect has made a mistake, | can appeal its decision. To appeal means io fell
someone at kynect that | think the action is wrong, and ask for a fair review of the action.

Signature | Date {mm/ddiyyyy)

i you need help with your application, contact your emplayer, an insurance agent or a kynector. You can alse
apply faster online at wwaw kynectkv.gey or by calling 1-855-dkynect (459-8328). Para ayuda en Espafiol,
flama gratis al 1-B55-dkynect (459-6328).

Form KHBE-£33 Rev. 8-30-13 Page 5 of 5
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Small Business
fact sheet

New options for health coverage are good for husiness.
As an smployer, you want 10 do what s best for your employees and your business, You may have found a lack of health insurance
options to meet the nesds of your business. kyniect can help,

kynect is a health insurance marketplace that gives small businesses access to a new range of health plan cholces. kynact makes
it easier 1o compare a variety of qualified health plans from private insurance companies. As ths employer, you decide the level of
coverage provided to your employees. This is how much a health plan will cover of your employees’ medical expenses. Ta help
yol make that decision, all health plans sterting in 2014 will be classified into ong of four meial categories:

Bronze Silver Gold Platinum

As the metal level increases In value, so does the percentage of medical expenses that a plan will cover. This means that the
platinum tevel plan wilt cover the highest partion of medical costs at time of care. 1t will also have the highest premium cost.

You can choose a plan with a higher premium and pay a lower out-of-pocket cost. Or, you can choose a plan with a lower premium
and pay a higher out-of-pocket cost.

SHOP for lower insurance costs.

kynect will assist small group employers in enrofling thelr employees in health plans through the Smalf Business Health Options
Program (SHOP). Small businesses can use kynect if they have 50 or fewer employess. Tax credits may be available for businesses
with 25 or fewer full-time employees. To qualify for tax credits through kynect, a business must meet three requirements:

Example of a Small Business Receiving Tax Credits:

. Employ 25 or fewer

Beauty Shop with 10 Employees |
full-time employees.

Business Main Street Hair
2. Pay at least 50% of the
premjum for employees. Employess 10 fuil-time employees
) $250,000 tatal o an average of
3. Mest a group average Wages 526,000 per employee
annual wage of less
than $50,000. Empioyee Health insurance Cost 570,000
2013 Tax Credit $24,500 {35%)
2014 Tax Credit $35,000 (50%)

7 bt &
Tt ameunts i

s Tax Cradits a1 heat

CTarge Ry gov.

[{a| kynectky.gov 1-855-dkynect (459-6328}
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Simplified solutions, greater choice.
kynect will help you provide affordable insurance to your employeas and make it easy to manage. You make the big decisions.
We help with the details and biliing.

= Easy comparisons. kynect ists you sasily compare a variety of health plans offered by private insurers. Plans on kynect
follow a new set of consumer-friendly rules. You can go oniine to kynect.ky.gov or call 1-B55-4kynect {459-6328},
TTY: 1-855-326-4654.

» Employer choice. You decide whether or when to participate in kynect, There is na designated open-enroliment period.
After October 1, 2013, you can envoll accarding te your policy’s renewal date or whenever you choose.

= Employer control. You chooss the level of coverage, the amount of your contribution toward your employees’ coverage
and any amount you may want to contribute to family or dependent care. If you don't want to contribute to dependent
coverage, you can encourage your employees to contact kynect to buy individual coverage for their family members.

« Expanded choices. kynect levels the playing field by giving you and your employees access to more plans.

* No unexpected costs. Your costs remain the same no matter which plans your employees choose because you conirol
the amount of your contribution. This helps you control your budget.

= Simple administration. One manthly bill. Plus, you can keep working with your current insurance agent. if you aren’t
warking with an insurance agent, kyneet can help you find an insurance agent or provide other assistance at no cost to you.

Coverage can hegin as soon as January 2014.

Employer-sponsared health insurance is valuable for a number of regsons. People who are insurad are protected against
uncertain and high medical expenses. Thay are more likaly ta get healthcare, Heaith insurance also improves health outcomas
and lowers mortality.

Empioyers with more than 50 employees that da not offer affordable insurance or offer coverage that does not meet the
minimum standards may be subject to penalties starting in January 2015. Businessss with less than 50 employees that do not
provide health coverage will not face a penalty.

Employees with health insurance are more likely ta be productive workers, Gifering health insurance can also help your
business atiract employees. it s a good business decision because of the favorabie tax treatment to both the employer and
the employae,

With almaost haif of alf Americans receiving their healih insurance from their employers, you - the business owner —
play an important roje. Many small businesses already offer health coverage, it heips them recruit and retain employees
wha are healthier, happier and more productive. kynact is good business for you and your employess.

i-885-dkynect (459-6328)
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Applying is free, easy & confidential

At kynect, you can see your coverage options, all in one place, with one appication. You can compare a wide variety of health
insurance plans. kynect lets you meke apples-to-apples comparisans of costs and coverags o help you decide which one is
right for you.

Enroliment begins Octobar 1, 2013, and coverage starts January 1, 2014. Federal law now requires that most individuals have
health insurance or pay a penafty starting in 2014. Medicald and Msdicare coverage meet the requirament.

Through kynect, you can find out if you are sligible for Medicaid and help with monthly insurance bill payments or
out-of-pocket costs.

Get the health benefits you need

Health insurance plans may alsa ba called Qualified Health Plans or QHPs. Al plans must offer the same 10 core benefits.
These core benefis are also called essentjal health benefits and include:

Doctor Visits

Hospitalization

Emergancy Care

Maternity and Newbarn Care

Pediatric Care, including Dental and Vision Care
Prescriptions

Medical Tests

Mental Health Care and Substance Abuse
Physical, Speech and Occupattanal Therapy
Weliness

Y

-

Plans must caver preventative care at no extra cost to you, including flu and pneumnonia shots and routine vaccinatinns,
Plans must also cover most cancer screenings, such as mammograms and colonoscopies. You wilt see exactly what each plan
offers and can compare them side-by-side when you shop for a plan.

Find the plan that is right for you

When you compare health insurance plans on kynect, the plans are put into four “metal” levels. The lavels are based on how you
and the plan can expect to shars the costs of care: ,

Bronze Siver Gold . Piatinum

The levels Bronze, Silver, Gold and Platinum do not reflect the quality or amount of care the plans provide. The level you chooss
affects how much your premium costs each month and what portion of the bilf you pay for things iike hospital visits or prescription
madications. it also affects your total out-of-pocket costs — the total amount you will spend for the year if you need iots of care.

E&

| kynectky.gov 1-855-4kynect (459-6328)
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Balancing monthily premiums with out-of-pocket costs

As with all health plans, yeu will have to pay a monthly premium. But it is also important to know how much you have to pay
out-of-pocket for services when you gst carg.

in general, when choosing your health plan, keep tﬁis in mind: the lower the premium, the higher the out-af-pockst costs
when you need care, and the higher the premium, the lower the out-of-pocket costs when you need cara.

What to consider when choosing your plan

Think about the healthcare needs of your housshold when considering which health insurance plan o buy. Do you expect a lot of
doctor visiis or need regular prescriptions?

i you do, you may want a Gold or Platinum plan.

if you don't, you may prefer a Bronze or Silver plan. But keep in mind that if you get in 2 serious accident ar have an Unexpected

health problem, Bronze and Silver plans will require you to pay more of the costs,
Can | get a minimum coverage plan?

kynect also offers “catastrophic” plans to people under 30 years old and those that qualify for *hardship exemptions.”
A catastrophic health plan is minimum coverage designed to provide an emergency safety net far unexpected medical casts,
Preventive services would be covered at no cast befors the deductible.

A hardship exemption is determined by the Federal governmant. To find out more, go 1o
http://www.irs.gov/uac/Questions-and-Answers-on-the-individual-Shared-Responsibility-Provision.

Why get health insurance?

Health coverage gives you protection and peace of mind. if you get sick or have an accident, you will have access to
medical care. And starting in 2014, no one can be denfed heaith coverage because aof a pre-exisiing candition,

Help is avaiiable
kynect has special groups ready to help you - Insurance Agents, kynectars and Customer Service, To tearn mare or to find an

insurance Agent or kynector, go to kynect.ky.gov. Customer Service is available at kynect.ky.gov or 1-855-4kynect (459-6328),
TTY: 1-855-326.4654.

n kynectky.gov 1-8865-4kynect {(459-6328)
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Individuals and Families
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Quafity Health Coverage. For Every Kentuckian.

Getting Kentuckians Covered.

Kemtuckians can seon buy health coverage a new way: through kynect, Kentucky's Healthcare Connection. kynect will offer choices
of health plans at a good vajue. Coverage cannot be denled or canceled, even if you have a condition fike high blood pressurs ar
diabetes.

kynect can help you find guality coverage. It can help even if you were denied coverage before or could not afford it. t's a new kind
of health insurance marketplace ~ canvenient and easy to use.

Open enroiiment begins October 1, 2013.

It’s easy to apply, and coverage can begin as early as January 1, 2014, Just fill out one applic

tion to see if you can save money.
kynect will show plans and prices. it also checks for low-cost or free coverage through Medicaid and KCHIP, the Kentucky
Children’s Health Insurance Program, Open enroliment ends March 31, 2014,

Help to shop.

There will be plenty of piaces to find out more abaut kynact. You can visit kynectky.gov or call custarmer service at

1-855-4kynect {459-6328}, TTY: 1-855-326-4654. When enroliment starts, we will have special groups trained and ready to help you
= Insurance Agents = kynectors » Customer Service

All these groups can help vou find the best healthcare plan for you, your family and your budget. Free heip is avaliable in person, by

phone and oniine.

Quality plans to meet your needs.

kynect haaith plans offer peace of mind. All plans will cover essential health benefits like doctor visits, trips to the hospital or
amargency room, medicine and care for pregnant women and children.

Plans you can afford.

Many pecple know they need health insurance, but are concerned about cost. To make sure health coverage is affordable,
kynect will help people find out if they qualify for:

Help with monthly bills: Just enter your income to see if you qualify. Payment assistance can lower your manthiy bill

Help with out-of-packet cosis: You may qualify for discounts on aut-of-pocket expenses, iike the co-payment when you

go to the doctor.

Medicaid: Medicaid is low-cost health coverage for those who qualify, including people with disabilities and lower incomes.
There are no premiums, but there may be some co-payments.

Compare heaith plans more simply.

With kynect, comparing different heaith plans is simpie. Health plans offered on kynect wilt be in one af four new metal categories:
Bronze, Sitver, Gold and Platinum. As the metal level increases In value from Bronze to Platinum, so does the percentage of medical
sxpenses that the plan will cover. For example, you could choose a Platinum plan with a higher premium and pay

a lower out-of-pocket cost, Or you could choose a Bronze plan with a fowar premium and pay a higher out-of-pocket cost.

kynect.ky.govw 1-855-4kynact {459-6328)
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in the chart below, you can see how differant people may qualify for government help with the cost of health insurance.
These examples are only estimates and may not apply to your situation. Costs will also vary based on what metal level
of plan is selected.

Many people will gualify for help with insurance payments.

An individual 18 or older -
making less than $15.857* Medicaid, a government program ‘ No cost

. Payment assistance that you can use fo pay foryour ¢ Your estimated cost is $67 per month or

ﬁ‘lna:(?givisdggio%%gr oider insurance premium, and spacial discounts to pay Jess $800 per year, if you pick the second-least-
G 520, when you receive medical care™ : expensive Siiver plan
. You da not qualify for payment assistance or special
Amlmwgfggfsoégéger discounts, but you are stiil eligible to buy health
maxing : insurance through kynect
A family of four making o
less than $32,500¢ fftedicaid, a government program ‘ No cost

Payment assistance that you can use to pay for your Your estimated cost Is $252 per manth or

fn;%”yﬁgﬂgéow insurance premium, and special discounts to pay less  : $3,024 per year If you pick the second-isast-
9548, when you receive medical care™ expensive Sliver plan
" . i  Your estimated cost is $634 per month or
ﬁ?giri?\w sosf Ofo(;.go‘ Aéa:])iiﬁr;glt that you can use fo pay for your insurance  $7,600 per year, f you pick the second-least-
g 580 p expensive Sitver plan

p . You da not qualify for payment assistance or spaciat
égg"gg’éff faur making over discounts, but you are still eligible to buy health
! insurance through kynect

“fcome fevels arg based on e vear 2013 Vou i oh kynsct i be eliyibi for payment assistance and spacisf discounts

Make Sure You're Covered.

The new federal law requires most peaple cver age 18 to have public or private health insurance or faca fines beginning in 2014,
To make sure you are covered, you need to enrolt in health insurance before March 31, 2014,

kynect also has a special program for businesses with 50 or fewer emplayees. [t is called the Small Business Health Options
Program or SHOP.
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EBSA also provides the following comment For The Record:

With respect to the quote by Sen. Landrieu on page 115, lines 1 through 6, please note that the
FLSA section 18B notice requirement applies to employers to which the FLSA applies. The
FLSA generally applies to employers employing one or more employees who are engaged in
interstate commerce and who have not less than $500,000 in annual dollar volume of

business. DOL’s Technical Release 2013-02 (attached), which provides guidance on the notice,
sets forth a description of employers subject to the notice requirement.
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H&R BLOCK"

December 4, 2013

Senate Committee on Small Business & Entrepreneurship
Attn: Editorial and Document Section

Rm: 428A

Russell Senate Office Building

Washington, D.C. 20510

RE: Affordable Care Act Implementation: Examining How to Achieve a Successful Rollout of
the Small Business Exchanges

H&R Block is the world’s largest consumer tax services provider. During our most recent fiscal
year, which ended on April 30, 2013, we prepared more than 22 million U.S. tax returns. More
than 5 million of those were prepared by small business owners who own and operate, through
our franchise program, more than 40% of our 10,000 retail tax offices.

The Patient Protection and Affordable Care Act (ACA) creates a new intersection between health
care and taxes. Since the law was enacted in 2010, we have been studying the impact to
individual taxpayers and small businesses. Small business owners are tasked not onty with
navigating these complex provisions to understand the impact to their personal federal tax return
filing requirements, but also the impact to their businesses and employees.

As a result, we have a strong interest in identifying taxpayers’ knowledge and understanding of
the tax implications of the ACA. To that end, we conducted two surveys with ORC International,
one in September 2012, and one in April 2013. During the past tax season we also conducted a
series of panel discussions engaging the general public, government officials, nonprofit
organizations and small businesses.

The surveys indicate consumers know very little about the ACA’s tax impact, including both the
availability of tax subsidies and the shared responsibility payment. Specifically,

e three out of four taxpayers don’t know what it takes to become eligible for health
insurance under the new law,

e 35 percent of respondents aged 18-34 were not aware of the possible tax penalty for not
obtaining health insurance, and

e 44 percent of the respondents indicated that they were most likely to seek out information
on the ACA from their employer.

Yet, our surveys and panel discussions echo the testimony of Ms. Marianne O’Brien Markowitz,
Regional Administrator of the U.S. Small Business Administration, before the Committee on
November 20™ 2013: that there is a great deal of misinformation surrounding the ACA among
small business owners.
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H&R BLOCK®

In the next few months, millions of these taxpayers will turn to their trusted tax advisors to file
their 2013 federal income tax returns. H&R Block believes this presents a significant opportunity
to perform educational outreach and our 80,000-plus tax professionals and associates will be
doing their part to help fill the education gap. You can see an example of our efforts at
helpth.com

We are also partnering with GoHealth, a web-broker entity (WBE), to provide enroliment
assistance for our clients who may be in the market for health insurance. On November 25, the
Department of Health and Human Services issued proposed regulations that would allow WBEs
to assist small employers and their employees enroll in health insurance through the Small
Business Health Options Program. We are encouraged by this development as we believe it
would help achieve a successful rollout of these small business exchanges.

We have attached the following report, which summarizes our surveys and panel discussions
mentioned above: Understanding the Implications of the Affordable Care Act: Enroliment,
Education and Taxes. The section on small businesscs starts on page 11.

We would welcome the opportunity to discuss this report as well as our unbiased education and
outreach efforts around this new, complex intersection of healthcare and taxes.

Thank you for your consideration.

/{p/“m;&;

Kathy Pickering
"H&R Block’s Vice President of Government Relations and Executive Director of the Tax
[nstitute at H&R Block.

Page 2 of 2
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A
The Tax Institute at H&R Block is the go-te source for objective insights on federal and state tax laws affecting the
individual. 1t provides nonpartisan information and analysis an the real world implications of tax policies and proposais to
policymakers, journafists, experts and tax preparers. The Institute’s experts include CPAs, Envolied Agenis. tax attomeys
and former IRS agents. Buiiding off more than 10 years of research and analysis from a specialized tax sesearch group at
H&R Block, the company launched The Tax institute in 2007.

IT THES REPOR
Fram February through April of 2013, The Tax institute at H&R Biock conducted nationwide panet discussions on the
implications of the Patient Protection and Affordable Care Act (ACA). Focused on the intersection of taxes and heaith
care created by the ACA, as well as on education, enroliment and outreach issues, we visited Washington, D.G.,
Tallahassee, Florida, Sacramento, California and Springfield, lilinols. At each stop, a diverse panei of expetts spoke on
their areas of expertise, and on the unique challenges they foresaw for each state. Each panel was moderated by an
expert from Bloombarg Governiment, and questions were encouraged from audiences of focal government officials,
medical professionals, business leaders, non-profits and other associations, and other relevant stakeholders. This repart
presents the findings and conclusions from the tour, from each stop individually as well as coflectively.

This repart, and the tour it has drawn from, would not have been possibie without the support and participation of a wide
range of groups and individuals. First thanks go to ail wha attended the panel discussions. Whether as a panelist or
audience member, the expertise, insights and guestions you brought were truly the lifeblood of the towr and this report.
We aiso thank alf of the media organizations that promoted each event and amplified the conversations that came from
them, Finally, we thank our partner Bloomberg Government, including all the analysts and staff who contributed to the
production of these programs. This report would not have been possible without the help of each of these groups, and
again we thank you.

THE TAX INSTITUTE'

the implications of the Affordable Care Act: Enroliment, Education and Taxes
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Letter to ocur readers:

The Patient Protection and Affordable Care Act {ACA) not only contains the most significant
reforms the American health care system has seen in decades, but also some of the largest
changes fo the tax code.

At H&R Block our purpose is to look at life through tax and find ways to help. This groundbreaking
law, and the new, inextricable link between health care and the tax code, has created many
unique and unprecedented issues for taxpayers and the uninsured. As a result we began o fook
ahead to the 2014 implementation and asked, “How is this going to affect taxpayers” and, “How
can we help?” This is something H&R Block has done for our clients since 1955 — helping to
navigate complicated federal laws in a practical way.

With an eye to the fall 2013 open enroliment season when some of the more broad-reaching
parts of the ACA will be enacted, The Tax institute at H&R Biock conducted a wide-ranging
consumer opinion survey in September 2012, The survey, conducted by ORC international,
found that three out of four taxpayers don't know what it takes to become eligible for health
insurance tax subsidies under the new law, including that their 2012 tax return couid be used as a
baseline for the credit. The study also found that while most people are famitiar with the
requirement to obtain insurance, 44 percent of respondents age 18-34 were not aware that they
may face a tax penaity if they fail to obtain insurance.

While many of the current conversations about the ACA are focused on setting up the insurance
marketplaces for cpen enroliment in October, the survey told us that there’s also a real need to
educate consumers on the tax implications of this monumental law.

This is why we launched a series of panel discussions. The nationwide conversations, which
were conducted in partnership with and moderated by Bloomberg Government, brought together
thought leaders from the government, the private sector, non-profit groups and academia to talk
about challenges and opportunities facing those who will navigate the new system.

After the last discussion, The Tax instifute at H&R Block commissicned another ORC survey in
April 2013, which asked the same questions that were asked in September 2012 and tested for
questions raised during the discussions. The discussions and survey confirmed that individuat
awareness remains a challenge, outreach and enroliment efforts are still being developed and
refined, and small businesses are eager for informaticn and support.

The bottom fine? Implementing the fandmark ACA is still 2 work in progress and strong
partnerships among government officials, nonprofit groups, private industry and other key
stakeholders will be essential in helping consumers navigate the system.

We hope this report heips to draw attention to the key issues and challenges that consumers
must navigate. We at H&R Block look forward to continuing to be part of this important
conversation, and working with ail stakeholders moving forward.

A \e/éz:z‘.u,;&;

Kathy Pickering
Executive Director
The Tax nstitute at H&R Block

ing the fmplic s of the Affordable Care Act: Enroffment, Education and Taxes
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Mare than three years after the passage of the landmark Patient Protection and Affordable Care
Act (ACA) aimed at overhauling the $2.7 trition" U.S. health care system, implementation has
begun in earnest to provide 30 million uninsured” Americans with coverage. As the federal
government and states work to expand the health care system, there no doubt will be canfusion,
uncertainty and the occasional setback along the way.

Since implementation relies in part on the U.S. tax code, The Tax Institute at H&R Block
partnered with Bloomberg Government to host panels around the country fo discuss the
challenges, opportunities and potential solutions related to ACA implementation. In early 2013,
we traveled to Washington, D.C., Tallahassee, Fla., Sacramento, Calif, and Springfield, Il to
better understand the road ahead for implementing the ACA and how these key states’ differing
approaches wilt affect the uninsured.

The discussions focused on topics such as how to best make large and diverse populations
aware of the coming changes; innovative ways to reach audiences and drive enroliment; how
these changes affect the way companies provide health care to thelr employees; and how states
are preparing to assist the uninsured in the enroliment process. We found that:

e Awareness of the implications of the ACA remains low. People have received
information that is inaccurate, incompiete or haven't received any information at all.
Frustrations are already elevated, and the appetite for knowledge is low.

» Qutreach and enroliment efforts are still being developed and refined. The people
who will guide consumers through this process have not been fully identified, the scope
of their roles has not been solidified, and the toois and techniques they will use have not
been finalized.

« Small businesses are eager for information and support. Most of these companies
lack the capability or resources to manage ali their options and responsibilities, and are
looking for assistance from the government and the private sector.

s Technology is an open question. Whether or not requisite data will be seamlessly and
sufficiently integrated will be a critical factor in preventing confusion and delays.

To understand what's ahead for consumers, it is essential to learn what they do or do not know.
Despite all the media attention, political discourse and public debate about the forthcoming
changes and deadlines for implementing the law, many remain unaware of its benefits and their
responsibilities going forward.

« A survey conducted by The Tax Institute at H&R Block and ORC international in
September 2012 found that 77 percent of Americans were unaware that their 2012 tax
return may be used as a baseline for their income if they choose to take advantage of a
tax credit to help subsidize the cost of health insurance. That number remained
consistent, at about 73 percent, based on a similar survey conducted in April 2013.

= Approximately 44 percent of 18-34-year-olds were also unaware that they could face a
tax penafty if they do not have insurance, which would be impesed in Aprit 2015. Cn a
positive note, the April 2013 survey showed a shift for these respondents. Unawareness
among 18-34-year-olds was at 35 percent, some 8 points below the September survey.

Understanding the implications of the Affordabie Care Act: B ent, Education and Taxes
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The September figures added urgency during our panel discussions. Collectively, the discussions
showed the great obstacles that the government, heaith care providers, insurers, tax preparers
and other organizations must overcome in the approaching months and years to educate a large
cross-section of the country on their obligations to secure heaith care coverage and the tax
consequences of remaining uninsured. They also highlighted the levet of collaboration that will
be necessary between the public and private sectors to successfully taunch and sustain the new
health care system.

in addition to the critical issue of how to raise awareness, participants discussed the challenges
of reaching a diverse American population and potential solutions, including lessons learned from
the implementation of the federal prescription drug program known as Medicare Part D and the
State Children’s Health Insurance Program (SCHIP). Questions were also raised about who is
best suited to provide that information fo consumers and what will happen to one of the largest
segments affected by the new law ~ small business owners and their employees.

Participants in the forums universally agreed that despite the inevitable setbacks, public and
private entities must work together to create innavative ways to educate taxpayers and the
uninsured about their obligations and opportunities under the ACA. Unique soiutions proposed
included the use of emerging technology as a way to assist enroliment and provide information,
guidance and assistance to small businesses and their employees who are expected to face the
most challenges when trying to explain and implement the changes.

Sister Carol Keehan, President and CEQO of the Catholic Health Association of the United States
and a panelist at the Washington, D.C. panel discussion, put it best: In order to make the system
work, we must all “have faith, go forward, fix problems.”

THE TAX INSTITUTE 2

G the implications of the Affordable Care Act: £ iment, ion and Taxes
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The Intersection of Health Care & Taxes
The Requirement to Obtain Insurance

Perhaps the ACA’s most widely known feature is the requirement to obtain heaith insurance
coverage. Beginning in 2014, almost all Americans will be required to enrolf in a qualified health
plan, or be forced to pay a tax penalty. The amount of the tax penalty will be phased in between
2013 and 2016, and will vary based on filing status and income.

Traditionally, the majority of Americans have secured health insurance coverage through their
employer®. The ACA seeks to maintain the primacy of that system by requiring businesses to
provide insurance if they employ more than 50 full-time equivalent workers. Companies at this
size that do not offer coverage could face a penalty of up to $2,000 per employse. Some
companies will be eligible for tax credits to help buy employee insurance, which again vary based
on workforce size and average wages.

Exemptions from the Requirement

individuals who earn less than $8,750 per year are not subject to the requirement to abtain
insurance and the penaity. In addition, recent regulations list the individuals who are exempt from
the requirement to obtain insurance and therefore the tax penalty and how such exemptions are
to be claimed. in sum, there are eight exemptions, divisible into three categories: those which
reguire an individual to obtain a certificate from an exchange, those which an exchange cerificate
is availahle but not reqquired, and those which may only be claimed when filing a tax return. The
following is a list of exempt individuals.

« Exchange certificate required
o A member of a recognized refigious sect
o Anindividual experiencing hardship
s Exchange certificate or claim when filing tax return
o A member of a health care sharing ministry
o An incarcerated individuat
o A member of a federally recognized Indian tribe
« Claim only when filing tax return
o An individual not lawfully present
o An individual offered coverage by an employer that is unaffordable
o Anindividual experiencing the first short-term coverage gap of the ¢alendar year

Tax Credits to Obtain Insurance

The Cangressional Budget Office estimates that 22 million Americans will receive tax credits, also
known as premium subsidies, to purchase insurance through the exchanges by 2017*. Those
credits move along a sliding scale depending on a variety of factors.

Famifies and individuals with incomes ranging between 133 percent and 400 percent of the
federal poverty level may be eligible for advance tax credits to help them purchase health
insurance. However, these tax credits are only available if the insurance is purchased through
one of the new insurance marketplaces, also known as exchanges.

ITUTE
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Insurance Marketplaces (Exchanges)

At the time of this report, 17 states and the District of Columbia are planning to open their own

state-controlled health insurance marketplaces this October. Just over half the states, 26, will

rely on the fedarai heaith exchange. Another seven states will offer a hybrid model, working in
partnership with the federal program. Each of these approaches provides unique opportunities
and challenges for their residents, The states examined in this report are as follows:

4
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By far, the most talked about issue during the discussions was the level of awareness about the
forthcoming changes to health care insurance and what stakeholders are doing, and must do, to
help educate Americans about their obligations to have coverage and dispel any confusion or

misinformation.

The numbers paint a vivid picture about just how much
Americans know about the ACA, according to two
surveys conducted by The Tax institute at H&R Biock
and ORC International. The surveys found that many
knew about the risk of a tax penaity for not having
insurance coverage: 71 percent in Aprit 2013 (up from
68 percent in September 2012}, Yet, in April 2013 an
even greater number of respondents, 73 percent, did
not know that their 2012 tax return could be used as
the baselina for determining their eligibility to receive
financial support to pay for health care coverage.

The surveys also reinforcad the fact that Americans do
not plan to change the way that they do their taxes, despite knowing now that their income will
dictate how much of a tax credit they could be eligible to receive as a result of the ACA. Some 84
percent said in Aprit that they would prepare their taxes the same way, up from 78 percent who
said the same last year.

“} think the issue of awareness is the single most important issue right now facing this faw. And

one of the dangers of everybody being respensible is that nobody is responsible,” Peter Gosselin,

an analyst at Bloomberg Government, said during the Tallahassee, Fla. event.

TUTE
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That could have significant
implications for the millions of
uninsured Americans who wilt be
affected by the ACA. The population
of uninsured in just the three states
that The Tax Institute and
Bloomberg Government visited —
Califomia, Florida and lHinois — is
more than 13 million, nearly 3 miilion
of whom are expected to join the
health care marketplaces during the
first year of open enroliment’, which
begins in October 2013.

“Gommunication is going to be, as it
normally is, the biggest chalienge,” former Sen. Blanche Lincoln (D-Ark.), who was a key player
during negotiations for the ACA, said during the Washington, D.C. forum. “There is sa much
misinformation that people may not even seek out information because they're so angry or upset
or so confused by the misinformation that they've aiready gotten.”

And of course the central question is: where will consumers get this information?

According to the April and September surveys, 54
percent of respondents said that they were most likely
to ask friends and family. That was followed by 49
percent who said that they would ask an insurance
company, 45 percent who said a doctor and 44 percent
who said their employer.

“There is no average American family when i comes to
heaith reform because what the program means is very
different for different people, depending on their
circumstances,” Professor Mark Paul, of University of
Pennsylvania Wharton Schoot of Health Care
Management Department, said during the forum in
Washington, D.C.

Panelists discussed the awareness gap of some
Americans, noting that sometimes it is hard for the
information to penetrate.
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“They're either in low-wage jobs or the cost of health care greatly exceeds the price of
employment or they have a preexisting condition where the cost of health care is just much teo
great for them to be able to afford it or it isn't even offered because it's too expensive,” Allan
Zaremberg, president and CEO of the California Chamber of Commerce, said at the forum in
Sacramento.

“For many of the people whe don't
have access today, i isn't just
about: Now you have insurance. - it
is 10 be able to show them that this
is going to resutt in better heaith
care for them, that there are clinics
available, that there are physicians
available, there are nurse
practitioners available, there's a
heaith care system that's available
far you if you sign up here,” he said.

Panelists also highlighted that some
of those without existing insurance
coverage are not the easiest to reach. Furthermore, the message is not a simple one and needs
to be communicated more than just once, as noted by Kathy Chan, associate director and
director of policy and advocacy for the illinois Maternal and Child Heaith Coalition during the
forum in Springfield, .

“One of the marketing things that we keep hearing is that it takes about seven times for
somebady to hear @ message or hear a name before it really resonates with them. And it takes
over 30 times for them to hear either the same or a similar message for them to actually take
action,” she said.

8
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While it is relatively easy to draw attention fo an issue or raise concerns, the surveys and panel
discussions sparked fively debates about how best to conduct the necessary outreach to get
Americans to enroll in the health care insurance marketplaces and educate them about the
potential fax implications.

Panelists expressed concerns that there are long ways
1o go to identify the people who will guide Americans
through the insurance enrofiment process and that the
scope of their roles coupled with the {oois to
accomplish the goal have yet to be finalized. They alsa
noted that enroliment is further complicated by the fact
that some states are hosting their own insurance
marketplaces and other states are allowing residents to
enwoll in the federal marketplace.

To succeed, outreach and enroliment would have to go
far beyond using communications tools such as
advertising and traditional and social media. Additionat
efforis and support would have to come from
community arganizations, local and state officials and
authorities, heaith care providers, among many others.
The consensus that emerged during the forums was
that it must be an “all of the above” implementation
plan.

“} think that awareness never ends,” said Rose Naff,
CEQ of Florida Health Choices, ane of that state’s
insurance marketplaces. "The marketpiaces will have to do a much broader awareness
campaign. And in Florida, that program will be grants given by the federal agency to navigators
and other persons.”

While each state's circumstances are unigue based on its population and its approach to
implementing the ACA, the overall message is fargely the same: enroll to ensure better health,
receive information about financial assistance available to help pay for insurance and help slow
soaring health care costs.

California provided a snapshot of ane aggressive effort focused on overcoming the challenges.
The state has the seventh largest uninsured poputation in the country with more than 7.3 million
without coverages, and nearly 60 percent of that population is Hispanic®.

“We are fortunate here in California that the state did choose to create their own exchange,
Covered California” said Larry Levitt, vice president of special projects at the Kaiser Family
Foundation. *I've been in discussions with Covered California here about their plans for outreach,
and they're appropriately worried about the task ahead of them but have dene a tremendous job
of thinking about how to tailor these messages to the diversity of the state.”

THE TAX INSTITUTE 7
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He noted that the state was working with community groups and various types of media including
autlets that focus on certain ethnic communities and radio. “Radio often is a very effective source
for some communities,” Levitt said during the Sacramento forum.

Another panefist painted to other recent examples to help foreshadow what the ACA’s first year of
open enrofiment will look like in California. “it took California four years before its own State
Children’s Health insurance Program reached maximum enroliment back in the tate 1890s,” said
Dyian Roby, director of Health Economics and Evaluation Research Programs at the UCLA
Center for Health Policy Research.

To date, the state’s Medicaid program currently only has about 81 percent enroliment of those
eligible, according to Roby. “So there is concern in California about making sure that peaple are
actually using the services that they're entitled to, taking advantage of those subsidies, enroifing
in Medi-Cal.”

On the other coast, Florida also has a high
population of uninsured (20 percent'®). Unlike
California, the state chose net to create its
own health insurance marketplace which
means residents can envoll through the
federal government marketplace. Millions are
expected to enrcll and many are expected to
be eligible for the {ax credits. The state has
had experience with reaching out to its
communities to enrofl them in health
programs before, such as Florida Healthy
Kids, a public-private partnership that
provides young children health care.

Other more recent prograns also offer insight
into best practices on how to inform a hard-to-
reach population. For example, Medicare
Part D was jaunched in 2006 to help seniors
tower the cost of the medicine they needed
through federal subsidies.

“If you look at the educationat efforts that
have been directed to cider people regarding
Medicare Advantage aptions and Medicare Part D, the prescription drug plan, when that was first
introduced, everybody said, ‘Oh, oider people will never be able to understand their opticns,
never be able to make rational choices,” said Professor Marshall Kapp, Director, Center for
innovative Colfaboration in Medicine & Law, Florida State University. "The educational effort has
worked pretty well in those areas. So we do have some models fo emulate perhaps.”

THE TAX INSTITUTE 8
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Today, just a few years after Medicare Part D
began, there has been a significant
proliferation of new technologies that will aid
enroliment. Mobile technology will help the
uninsured sign up on the spot with a portable
electronic device such as a tablet or
smartphone, whether it is at a hospital,
doctor’s office, pharmacy, or clinic ~ virtually
anywhere.

“We believe mobile apps touch a substantial
number in this population. When we've gone
out and tested, we've been amazed at how
many folks at various income strata have
access to cell phones and have use of various
social media,” said Paul Keckley, executive
director for the Deloitte Center for Health
Solutions. “So what wa're trying fo work
through is the right method of pushing to them
infarmation and teachable mornents, when
their decisions about where they get care
from clinic or [emergency depariment] or
somewhere can be influenced and they can
be enrofled and at least begin that enroliment
process through a mobile app.”

One additional place they could enroli might
be at their tax preparer's office, which
panelists suggested would be a natural fit
because miflions of Americans use their
services each year and the new heaith care
law is closely tied to their annual tax returns.

{llinois Deputy Governor Cristal Thomas
recognized that, “There will be a lot of
assisters out there who may not be grantees
but will be interacting with a population and
will want to help them, help get them & :
information ar help them apply and that will include employers. That will include provi
hospitals. it will include tax preparers.”

ders,

“That effort is already well underway. Even now our professionals are educating clients across
the country about these issues,” said Kathy Pickering, Executive Director of The Tax institute at
H&R Block.

Smail businesses may also have a role to play in educating their employees. Some employees
who do not interact with the health care system - largely because they are healthy — could stili
need basic information, such as what is a deductible, premium and tax credit, Laura Minzer,
executive director for the Health Care Coungil at the liinois Chamber of Commerce said during
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the Springfieid, 1li. event. I think many small employers see that they can be the go-to entity for
that.”

Minzer was not alone in advocating the concept of using small business empioyers as the conduit
for information about the coming changes because that is where the bulk of Americans spend
most days,

“It's really important that the government have the consistent, friendly message that an employer
can deliver to the employee because that's where they are on a regular basis,” said Altan
Zaremberg, president and CEO of the California Chamber of Commerce.

THE TAX INSTITUTE 10
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SMALL BUSINESSE?

The small business community has received significant attention as the ACA takes effect, with
some policymakers and commentators expressing concerns about the costs to small businesses
that may not have the necessary resources or capital to make healthcare available.

The April and September surveys found that
employers are a significant resource for employees to
receive information about heaith care, and 40 percent
of thuse polled said that they would trust their
empiloyer to help them enroll for health insurance.
That would suggest that small businesses wilt still
need to communicate how their workers can receive
health care coverage through the federal or state
health insurance marketplaces.

But one of the biggest concerns will be the risk for
further bureaucracy that couid leave small
businesses drowning in canfusion and paperwork.
Many smalf businesses operate on slim margins, and
to create additional red tape related to offering heatlth insurance coverage could have significant
effects on their bottom lines. As one forum participant put it, many business owners are not just
the chief executive officer, they're also respansible for many additional roles, leaving fittie time for
sorting out complications.

‘I always say to my own members, ‘the guy who is changing your oil is the CEQ, the director of
HR, he’s got six employees.’” You just can’t make this so complex,” said Sister Carol Keehan,
president and CEQ of the Catholic Health Association of the United States.

Others strongly echoed the call for simplicity. “The
more simplified we can make it from a government's
perspective in dealing with small business, certainly
from the incentives to provide health care, the more
successful we'll be,” Zaremberg said.

Some also expressed concern that small businesses
that do offer health insurance may decide to drop that
tenefit and send their employees {o the heaith
insurance marketplaces. Putting aside the public policy
debates associated with such a shift, the system must
be ready for an influx of these workers. During such a
transition the businesses would need to provide
comprehensive information to employees who wilf then
have the responsibility to go enroll in the new
marketplaces.

“Especially when you are talking to those mid-level
employers, mid-size employers that are kind of on that bubble, it's causing a ot of anxiety and
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angst,” said Minzer. "But | think the good news is there are options that are opening up when we
talk ahout the exchange and the benefit to, value to, employers.”

“} think it's important fo think of these small business owners not just as carriers of the message
but, in fact, as targets of the messages as well,” said Larry Levitt, vice president of special
projects at Kaiser Family Foundation.

THE TAX INSTITUTE
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While health care uses some of the most sophisticated technology to evaluate and diagnose
patients, other parts of the system, such as making patient medical records electronic and
allowing the seamless transfer of information between providers, have heen racing to catch up.
When policymakers adopted the new health care {aw, technology was seen as a major factor to
help speed and improve care as well as lead to increased efficiencies and cost savings.
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During the panel discussions, guestions arcse ahout
whether the new enroliment systems will be sufficiently
robust and interconnected. Other questions included:

¢ Can the enraliment forms be filled out efectronically
and continue to be accurate?

+  Will the individual’s income reported on their tax
returns populate the forms?

» Wil that information be accurate and will the
formulas properly calculate the tax credit or tax
penaity owed by the taxpayer for coverage?

“When you think about the incredible interoperability
and connectivity you're going to have to have, the IT
functionality of all of this is enarmous,” said Minzer,
executive director of the Health Care Council for the
{llinois Chamber of Commerce.

Specifically, the system faces the question of whether the requisite data will be seamlessiy and
sufficiently integrated to support the individual enrollee and his or her family. For example, state
marketplaces will need federal income tax information, via queries sent to the Internal Revenue
Service to determine eligibiiity for tax subsidies to help pay for health coverage.

“Even if California puts all this energy into getting the system up, if on October 1, 2013, they send
a query to the federal government, to the IRS and say: "What's line 40 of your 1040 form for this
persan and nothing comes back or the wrong number comes back and it doesn't calculate it
appropriately, then people will start to get disenfranchised,” said Dr. Reby of UCLA's Center for
Health Policy Research.

Dr. Roby also noted that there were technology-related issues early during the Medicare Part D
prescription drug program enroliment period a few years ago, which led tc confusion and delays
for some seniors who were unable to get their medications on time. On top of that, the onrgaing
political duels in Washington related to the budget sequestration efforts could further undermine
connecting states and the IRS to help enroliment. That couid leave consumers “between a rock
and a hard place,” Dr. Roby said.

Additionally, this greater connectivity between tax returns and the health insurance business
raises guestions about ensuring that information provided, such as Sacial Security numbers and
income details, remain secure.
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There are safeguards already in place tc protect such sensitive information and that will have to
extend to the new systems. That will open opportunities for entreprenaurship, but in the meantime
could cause some angst as the health care infrastructure races tc caich up to the rest of the
business world in the technology fieid.

“The irony is there are aimost 4,000 HIT [heaith information technology] vendors in the U.S.
system with all kinds of apps... So it's a market that's being consolidated fast. ii's a market
where its standards - not just privacy and security, but technical standards — are very much a
wark in process,” said Keckley of Deloitte.
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The nationwide panels hosted by The Tax institute at H&R Block and Bioomberg Government led
{0 a robust discussion about awareness, outreach, enroliment, small businesses and technology
as the federal and state governments work to implement the Patient Protection and Affordabie
Care Act.

New surveys and the discussions during the tour showed that there is still significant work to be
done during the coming months and years, particularly with raising awareness and conducting
outreach to ensure enroliment in the health insurance marketplaces is a success. While
awareness is relatively high on the need to enroll, numbers are iow for people who know that their
tax return could be a key piece of information necessary to help them receive financial support to
hetp pay for coverage.

That knowledge will be crucial as organizations work fo reach out to those uninsured Americans
and explain ta them their obligations and how to sign up for coverage. Complicating that process
is the fact that those who will guide them through that process have not yet been fuily identified
and their roles have not been completely worked out. Further, the discussions also highlighted
the chalienges of reaching certain constitiencies and the lengths it will require to educate them.

it is not just uninsured Americans who need assistance: smail businesses are one constituency
that is also vital to support because many of them lack the capacity or resources to navigate the
new heatlth care options. Some are locking to the marketplaces to assist during this time of
uncertainty. That's particularly important because employees think of their bosses as a primary
and trusted resource for information about their health care options.

Some of thase issues can and likely will be solved by technology, whether it's a mobile
application on a tablet computer or smartphone, or integrated systems that help uninsured
Americans obtain a tax credit to pay for insurance coverage. This can improve and speed
coverage, and uitimately help to stem cosis and improve efficiencies.

As new parts of the landmark heaith law take effect, there are still many questions to answer.
The forums around the country highlfighted just how much active and ongoing engagement from
ail types of stakeholders — private, public and traditional ones in the heaith care industry and
other, newer faces — will be necessary to help ensure success. We look forward to continuing to
foster and participate in these discussions that engage policymakers, state administrators,
businesses and taxpayers as we ail face the road head toward full implementation of health care
reform.
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Moderator: #Megan Hughes, Bloomberg TV

Megan Hughes is a Washington D.C -based correspendent for Bloomberg Television. Hughes
covers all aspects of government including regulatory reform, lobbying, tax policy and healthcare
legistation. Hughes is also a reporter for Bloomberg Government, or BGOV, Bloomberg’s data,
research and news product offering exclusive insight into the intersection of business and
government policy.

Hughes has reported extensively from the campaign trail of the 2012 presidential election. She
provided live coverage of the Super Tuesday primary from the battieground state of Ohio and was
stationed in lowa for the state’s caucus in January. Hughes also covered the U.S. Supreme Court
hearing of the Affordable Care Act, state labor disputes and the showdowns over collective
bargaining rights in Wisconsin and Ohio. in 2011, she interviewed governors from around the
country at the National Governors Assaciation meeting in Sait Lake City, Utah.

Prior to jeining Bloomberg in 2011, Hughes covered politics in Washington D.C. for CNN
Newsource, Hearst and Bloomberg. Prior to that, Hughes served as a Washington correspondent
for Cox Media Group, where she covered the 2008 Presidential election, President Obama's
inauguration, the Virginia Tech shootings and other stories for Cox television affiliates around the
country. Hughes has also reparted internationally, covering world events and feature stories from
South Africa, Thailand, South Korea and more. Earfier in her career, Hughes reported for WRAL-~
TV in Raleigh and WiS-TV in Columbia, South Carolina,

A native of Cleveland, Chio, Hughes earned hoth her bachelor's and master's degrees from
Northwestern University, majoring in journalism with a concentration in political science

Panelist Blographies
Former Sen. Blanche Lincoin, {D-Ark.}

On November 3, 1998, Senator Blanche L. Lincoln made history when she became the youngest
woman ever elected to the United States Senate at the age of 38 — a milestone that still exists
today. Lincoln made history again on September 2, 2008, when she became the first female to
serve as chairmarn of the Senate Agricuiture, Nutrition and Forestry Committee in its 184-year
history.

During her 16-year career in the U.S. Congress, first as a two-term member of the House of
Representatives and then as a two-term member of the U.S. Senate, she built a reputation as a
results-oriented, bipartisan legislator. She served on several committees in Congress, including
the House Committee on Agriculture, House Energy and Commerce Committee, Senate
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Committee on Agriculture, Nutrition and Forestry, Senate Commitiee on Energy and Natural
Resources, Senate Special Committee on Aging and the Senate Finance Committee, and is
widely recognized as a naticnal leader in the areas of agriculture, anti-hunger, aging, healthcare,
international trade, taxes and energy policy.

As one of the Finance Committee’s top-ranking Democrats, Lincoin was named the first woman
Democratic Senator to tead a Finance Cammittee subcommittee. During her time on the Finance
Committee, she went on to chair two subcommittees and helped deveiop and pass legislation
reducing taxes, impraving heailthcare and expanding international trade.

A senior member of the Energy and Natural Resources Committee, Senator Lincoln worked to
produce bipartisan legistation improving energy efficiency and enhancing domestic energy
supplies including nuclear and renewable sources.

In her fight against hunger, she founded the Senate Hunger Caucus and used her chairmanship
of the Senate Agriculture, Nutrition and Forestry Committee to author and enact the largest
investment in child nutrition programs ever. The new law was deficit-neutral, established
nutritional standards for school lunches for the first time, received strong bipartisan support and
was signed into law by President Obama.

As afarmer’s daughter, she became knawn as a champion of production agriculture who fought
to ensure that producers were able to continue to provide the safest, most abundant and
affordable supply of food and fiber to meet the global needs of the 21st century.

Senator Lincoln is a Helena, Ark. native and received a bachelor's degree from Randaiph-Macon
Woman's College in Lynchburg, Va.

Professor Mark Pauly, Professor of Health Care Management, University of Pennsyivania,
Wharton

Mark V. Pauly holds the position of Bendheim Professor in the Department of Health Care
Systems at the Wharton School of the University of Pennsylvania. He received a Fh.D. in
economics from the University of Virginia. He is a professor of health care systems, insurance
and risk management, and business and public policy at the Wharton School and professor of
economics in the School of Arts and Sciences at the University of Pennsylvania. Dr. Pauly is a
former commissianer on the Physician Payment Review Commission and an active member of
the Institute of Medicine.

One of the nation’s leading health economists, Dr. Pauly has made significant contributions to the
fields of medical ecenomics and health insurance. His classic study on the economics of morat
hazard was the first to point out how health insurance coverage may affect patients’ use of
medical services. Subsequent work, both theoretical and empirical, has explored the effect of
conventional insurance coverage on preventative care, on outpatient care and on prescription
drug use in managed care, In addition, he has explored the influences that determine whether
insurance coverage is available and, through several cost-effectiveness studies, the influence of
medical care and health practices on heaith outcomes and cost. His work in health policy deals
with the appropriate design for Medicare in a budget-constrained enviranment and the ways to
reduce the number of uninsured through tax credits for public and private insurance.

Dr. Pauly is co-editor-in-chief of the international Journat of Health Care, Finance and Economics
and associate editor of the Journal of Risk and Uncertainty. He has served on the Institute of
Medicine paneis on improving the financing of vaccines and on public accountability for health
insurers under Medicare. He is an appeinted member of the U.S. Department of Health and
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Human Services National Advisary Committee to the Agency for Healthcare Research and
Quality (AHRQ).

Sister Carol Keehan, President and CEO of the Cathotic Health Association of the United
States

Sister Carol Keehan, DC, RN, MS, is the ninth president and chief executive officer of the
Catholic Health Association of the United States {CHA). She assumed her duties as of October
2005. She is responsible for all association operations and leads CHA's staff at offices in
Washingtan, DC, where she is based, and in 5. Louis.

Sister Carol worked in adminisirative and governance positions at hospitals sponsared by the
Daughters of Charity for more than 35 years. Most recently, she was the board chair of Ascension
Health's Sacred Heart Health System, Pensaccla, Fia. Previously, she served for 15 years as
president and chief executive officer of Pravidence Hospital, which inciudes Carroll Manor
Nursing and Rehabilitation Center, in Washington, DC. in the early 1980s, she served as
Providence Hospital's vice president for nursing, ambulatory care, and education and training. in
addition, she has served in leadership positions at Sacred Heart Hospital, Cumbertand, Md. and
Sacred Heart Children's Hospital and Regionat Perinatal intensive Care Center, Pensacoia, Fla.

Sister Carol has held influential roles in the governance of a variety of health care, insurance and
educational organizations. She had been a representative to the International Federation of
Catholic Health Care Associations of the Pontifical Councll for Pastoral Health Care. She serves
on the board of Catholic Relief Services, Baltimore. in addition, she has been a member of
several health, labar and domestic policy committees of the United States Conference of Catholic
Bishops, Washington, DC, and serves on the finance commitiee of the Archdiocese of
Washington.

Currently, Sister Carol serves on the boards of St. John's University, Queens, N.Y., and the
University of St. Thomas, St. Paui, Minn. She has served on the boards of the District of
Columbia Hospital Association, of which she is a past chair; Care First/Blue Cross of Maryland
and the Nationai Capital Area, Owings Milis, Md., and its affiliate, Group Hospitalization and
Medical Services, inc. in addition, she has previously served on the nominating committee of the
American Hospital Association, the finance committee of the Maryland Hospital Association and
is a past chair of the Florida State Human Rights Advocacy Commission.

Her numerous awards and honors include the American Hospital Association's Trustee Award;
the Pro Ecclesia et Pontifice (Cross for the Church and Pontiff), bestowed by Pope Benedict XVi:
the American Cardinals’ Encouragement Award; the Medal of Honor and the Mensignor George
C. Higgins Labor Advacacy Award from the Archdiocese of Washington; the Seton Legacy of
Charity Medai awarded by The Daughters of Charity Emmitsburg Provinge; LOWR 2011
Outstanding Leadership Award, Leadership Conference of Women Religious, Silver Spring, Md.;
the Elizabeth Ann Seton Award, given by SOAR!, Silver Spring, Md.; the Cardinal Josept
Bernardin Award from Catholic Common Ground Initiative, New York; the 2009 Vision Award
from Catholic Charities USA; and the Friend of Children Award from Childrer’s National Medical
Center, Washington, D.C. Sister Caroi was named in 2010 one of TIME magazine's "100 Most
influential People in the World"” and has been on Modern Heaithcare's list of "100 Most Influential
People in Healthcare” several years, having topped the list as number one in 2007.

Sister Carol received honorary doctorates from Niagara University, N.Y.; the College of the Holy
Cross, Worcester, Mass.; St. John's University, Queens, N.Y; The Catholic University of
America, Washington, D.C.; Marymount University, Arfington, Va,; and from DePaul University,
Chicago. She earned a bachelor of science degree in nursing from St Joseph's College,
Emmitshurg, Md., where she graduated magna cum laude, and a master of science degree in
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business administration from the University of South Carolina, Columbia, from which she received
the Schoo! of Business Distinguished Alumna Award in 2000 and was honored in 2009 as "an
outstanding alumna who has served others in a manner that goes beyond what is required by the
individual's job or profession.”

Paul Keckley, Executive Director for the Deloitte Center for Health Solutions

Paul H. Keckiey, Ph.DD., is executive director for the Deloitte Center for Heaith Solutions, a
research center within Deloitte LLP. He brings a distinguished 35-year career in health services
research and policy analysis in the private sector and academic medicine.

Or. Keckley is a health economist and a leading expert on U.S. health industry trends and reform.
He has testified before Congress and advised policymakers in Republican and Democratic
administrations. As executive director of the Deloitte Genter for Health Solutions, he leads a team
of policy analysts and health services researchers who investigate health care industry business
trends and regulatory issues pertinent to state and federal government, health systems, heatth
insurance, device and drug manufacturers and information technology companies.

He is an adjunct professor in the School of Health Systems Administration at Georgetown
University, author of the Monday Heaith Reform Memo and a regular contributor to CNN, Fox
News, New York Times, Wall Street Journal, CNBC, Bloomberg, Forbes and the Financial Times
among others.

Prior to joining Deloitte, Dr. Keckley served in leadership roles at Vanderbilt Medical Center
including internationaf joint ventures, the Vanderbilt Center for integrative Health, the healthcare
MBA program launch and as executive director of the Vanderbilt Center for Evidence-based
Medicine {(VCEBM]).

He completed his B.A.at Lipscomb University, M.A. and Ph.D degrees from The Chio State
University and a fellowship in economic policy at Oxford University.
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Moderator: Christopher Flaveiie, Bloomberg Gevernment Senior Health Care Analyst
Christopher Flavelle is a health care policy analyst for Bioomberg Government.

He holds 2 master's degree from Columbia University’s School of international and Pubtic Affairs
and a bachelor's degree from McGill University.

Before joining Bloomberg Government, he covered the 2009 U.S. stimulus package for
ProPublica, the investigative news group in New York.

Panelist Biographies

Dr. Michael W. Garner, President and CEG, Fiorida Association of Health Plans

Dr. Michael W. Garner serves as president and CEO of the Florida Association of Health Pians
(FAHP), the state trade association for HWOs and PPOs in Florida. The association represents
20 health plans serving every health care market in the state, including Commercial, Medicaid,

Medicare, Children’s Health insurance and the Federal Employee Health Plan.

Garner received his bachelor’s, master's and doctorate degrees from the University of Florida in
political science with specialties in health and environmental policy. During this time, he
conducted research on the effects of persistent impoverishment on heatth status and the effects
of maternal and child health programs on reducing low weight births and infant mortality.

He has worked for both the private and public sectors and started his career as a heaith planner
with the North Centrai Florida Health Planning Councit in Gainesville, Fla., conducting community
needs assessments and implementing Florida’s Healthy Start pragram, a program providing
screening and services for pregnant women and infants. After the Health Council, Garner worked
for Blue Cross and Blue Shield of Florida (BCBSFL; as a senior pelicy analyst, focusing on state
and federal heaith policies including mandates {e.g., mental health parity and any willing
provider), civil remedy, and the implementation of the federal Health insurance Portability and
Accountability Act (HIPAA) of 1998. From BCBSFL, he worked for a period with the Mayo Clinic
in Jacksonville establishing a Medicare outpatient reimbursement system before moving to
Tallahassee in 2000, to work for the Florida Legislature. His career with the Fiorida Legislature
included working as a senior analyst with the Legislature’s evajuation office, the Office of
Program Poticy Analysis and Government Accountability (OPPAGA}. Garner worked on a wide
range of policy issues while with OPPAGA including Medicaid efficiencies, Medicaid fraud and
abuse prevention and detection, environmental assessment methodologies and administrative
structures in schooi districts in Florida.

Garner moved to the Florida House of Representatives’ Committee on Heaith Care in 2004 where
he served as a senior legisiative analyst, with primary focus on Medicaid, KidCare and private
health insurance reform. in 2005, he joined the Florida Senate Health Committee where he
focused on Medicaid, KidCare, long-term health care, private heaith insurance and environmentat
heaith. During this time, he served as the lead staff on the Senate Select Committee on Medicaid
Reform. Garner left the Florida Senate as a chief legislative analyst.
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Peter Gosselin, Senior Health-care Analyst, Bloomberg Government

Peter Gosselin is a senior health-care analyst with Bloomberg Government. He was a special
economic adviser for health reform at the Department of Health and Human Services and chief
speechwriter to Treasury Secretary Timothy Geithner.

Gosselin spent 3§ years at newspapers, most recently as chief economics correspondent for the
Los Angeles Times,

He has a bachelor's degree from Brown University and an MBA in economics from Columbia
Business School.

Professor Marshall Kapp, Director, Center for Innovative Collaboration in Medicine & Law,
Florida State University

Marshall Kapp is the director of the Florida State University Center for innovative Collaboration in
Medicine & Law and a facuity member in the FSt College of Medicine and FSU College of Law.
Formerly, he served as the Garwin Distinguished Professor of Law and Medicine at Southern
iliinois University Schools of Law and Medicine. He alsc is professor emeritus from Wright State
University School of Medicine and served for maore than 20 years as a member of the adjunct
faculty at the University of Dayton School of Law.

He served from 2004-2010 as the editor of the Journal of Legal Medicine. the official scholarly
publication of the American College of Legal Medicine, and was named as an editor emeritus of
JLM in 2010. He currently serves as the editor of the Social Science Research Network (SSRN)
e-Journal Medical-Legal Studies and serves on the editorial boards of several other major
journais in the health faw field. He has published and spoken extensively on topics in health law,
medical ethics, and law and aging.

Rose Naff, Chief Executive Officer, Florida Health Choices

Rose Naff began her service-driven career in state government at the Florida Department of
Insurance. She is a proven leader and innovator in the area of child heatth policy, outreach,
insurance and health care finance. in 1990, Naff joined the Florida Healthy Kids Corporation.
Qver the course of 18 years, she developed the Corporation into a national mode!, assisted in
implementing state and national health care policies, established fiscal guidelines for programs
throughout the country and worked closely with both state and federat legisiators. In 2003, she
was appointed chief executive officer of Florida Health Choices, Inc. by the Board of Directors.

During her tenure with Florida Healthy Kids, Naff was recognized on numerous occasions for her
efforts on behalf of Flarida's uninsured children. In 1996, she accepted an innovation in American
Government Award from the Ford Foundation and the Kennedy School of Government at Harvard
University. The program was again recognized by Harvard in 2002 as a sustaining mode! of
public-sector innovation of national significance. in addition, Naff received the 2005 Jack Hardy
Health Care Communicator of the Year award fram the Florida Hospital Association.
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Moderator: Christopher Flavelle, Bioomberg Government Senior Heaith Care Analyst

Panelist Biographies
Larry Levitt, Vice President of Special Projects, Kaiser Family Foundation

Larry Levitt is vice president of special projects for the Kaiser Family Foundation. He previously
served as editor-in-chief of kaisernetwork, the Foundation’s onlfine heaith policy news and
information service, vice president of communications and director of the Foundation’s Changing
Heaith Care Marketplace Project. Before joining the Foundation, Levitt was a senior manager with
The Lewin Group, where he advised public and private sector clients on health policy and
financing issues. He previously served as a senior health policy advisor to the White House and
Department of Health and Human Services, working on the development of President Clinton's
Health Security Act and other health policy initiatives. He co-chaired the working group on cost
containment in conjunction with the President's Task Farce on Health Care reform.

Prior to that, he served as the special assistant for health policy with California insurance
Commissioner John Garamendi, where he co-authored Commissioner Garamendi's "California
Health Care in the 21st Century” proposal. Before joining insurance Commissioner Garamendi's
office, Levitt was a medical economist with Kaiser Permanente, where he worked on insurance
reform and other public policy issues. He previously managed new program development for the
Massachusetts Department of Medical Security, the agency charged with implementing the
universal heaith care plan in Massachusetts. He was responsible for the design of new health
programs under the plan and for management of the fund used to reimburse hospitals for
uncompensated care. He aiso served as a senior analyst with the governor's budget office in
Massachusetts, where he helped develop that state's universal health care legisiation.

He hoids a bachelor’s degree in economics from the University of California at Berkeley, and a
master's degree in public policy from Harvard University's Kennedy Schoot of Government.

Dr. Dylan Roby, Director of Health Economics and Evaluation Research Programs, UCLA
Center for Health Policy Research

Dylan H. Roby, Ph.D, is the director of the Health Economics and Evaluation Research Program
at the UCLA Center for Health Policy Research. He is also an assistant professor in the
Department of Health Policy and Management in the UCLA Fielding Schoaol of Public Health.

Roby is currently working on a study of limited English proficient HMC enraliees for the Office of
the Patient Advocate, as well as a study predicting the impact of health reform on California's
popuiation with the UC Berkeley Center for Labor Research and Education. He is also working on
several projects evaluating state programs, including a long-term evaluation of California's Low
Income Health Program. He aiso conducts data analyses and policy research related to hospital
financing, heaith insurance affordability, workers' compensation, chronic care management,
managed care and provision of care to the uninsured. In addition to his research, Roby teaches
American Poiitical Institutions and Health Policy (HPM 286) and Introduction to Health Services
(HPM 100 in the UCLA Fielding School of Public Heaith.
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Roby served as the associate director of the MPH Program from 2010-2012. Prior to becoming
the director of Health Economics and Evaluation Research, he was a senior researcher at the
Center from 2003 to 2011. Before returning to UCLA, Roby worked for four vears as @ senior
research associate at The George Washington University Center for Health Services Research
and Policy. He worked on safety net issues, inciuding data analysis and research on community
health centers and pubiic hospitals. During his time in Washington, D.C., he also worked for the
National Assaciation of Community Health Centers, the National Governors' Association's Ceriter
for Best Practices and the Progressive Policy institute. Roby was also an instructor at The
George Washington University Department of Health Policy. Prior to that, he was a research
assistant at the UCLA Center for Health Policy Research.

Roby graduated from UCLA with a bachelor's degree in geography and a minor in public policy.
He earned his doctoral degree in public policy from The George Washington University.

Allan Zaremberg, President and CEQ, California Chamber of Commerce

Alian Zaremberg is president and chief executive officer of the CalChamber. He took over the top
staff position in 1998 after six years as executive vice president and head of CalChamber's
legislative advocacy program.

Enhancing the state's economic growth has been the goal of Zaremberg's activities. He has
headed statewide ballot campaigns to close the legal loophole that permitted shakedown
lawsuits, to assure adequate funding for transpartation infrastructure and fo oppose anti-business
proposals that wouid have raised the cast of health care, electricity and public works. He jed
negotiations cuiminating in comprehensive reforms of workers' compensation, endangered
species laws and cther key issues.

Before joining CalChamber, Zaremberg served as chief legislative advisor to and advocate for
Governors George Deukmejian and Pete Wilsan. Zaremberg served as a captain and flight
navigator on a KC-135 jet air refueling tanker while in the U.S. Air Force from 1970 to 1975.

He received a 8.8. in sconamics from Penn State University and a J.D2. from the McGeorge
School of Law, University of the Pacific, where he was a member of the Law Journal.
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Moderator: Peter Gosselin, Bloomberg Government Senior Health Care Analyst

Panelist Biographies

Hiinois Deputy Governor Cristal Thomas, Deputy Governor of Public Policy, Office of the
Governor

Cristal Thomas, MPP was appointed deputy governor by Hlinois Governor Pat Quinn in February
2011. In this capacity, Thomas is responsible for overseeing development and implementation of
Gavernor Quinn's public policy agenda.

Before joining the Quinn Administration, she served as regional director for the U.S. Department
of Heaith and Human Services, Region V. Prior to her appointment to the HHS Regional
Director's Office, Thomas was executive director of the Ohio Executive Medicaid Management
Administration (EMMA), where she provided strategic direction, policy coordination and guided
business process improvement projects across six state agencies responsible for service delivery
in health care, aging, public health, mental health and developmental disability systems. She also
served during the Strickland administration as Ohio Medicaid Directar, responsible for
administering the Medicaid and State Chitdren’s Heaith Insurance Programs in Ohio, as well as
implementing many of the governor's health care initiatives.

Thomas was assistant director of the {ilinois Department of Healthcare and Family Services
(HFS), the state agency responsible for the Hiinois Medicaid and child support enforcement
programs. She began her career as a policy and regulatory analyst in the White House Office of
Management and Budget, where she focused on federal health care policy.

She is a graduate of Ohia State University and received a master’s degree in public policy from
the University of Chicago.

Laura Minzer, Executive Director, Health Care Counch, Hllinois Chamber of Commerce

Laura Minzer currently serves as the executive director of the liiinois Chamber of Commerce's
Heaithcare Council, one of six business issue councils that serve as the Chamber’s primary
resource for responding to and influencing healthcare policy. in that role, she serves as the
Chamber’s fead on health reform, interpreting and responding to state and federal legisiation and
regulatory issues regarding implementation of the Affordable Care Act and other issues that
impact the health insurance market and the broader healthcare system in lllinois. She has also
served as 2 member of the lilinois State Health improvement Pianning Team 2009-2010 and is
currently a member of the iffinois Department of Public Health's Leadership Team with their
Community Transformation Grant/We Choose Heaith initiative that supports public heaith efforts
to reduce chronic diseases, promote heathier ifestyles, reduce health disparities and help contral
healthcare spending.

in addition to her role as executive director, she also serves as the associate vice president of
Government Affairs for the Chamber, assisting in the management and lobbying of state
legistative issuas of interest to the lllinois Chamber and its diverse membership, including issues
related to healthcare, the budget, taxes, civil law, environment and energy, workforce
development and emplayment {aw, infrasiructure and procurement.
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Minzer joined the Chamber in 2007 after spending seven years as a legisiative analyst for the
Hilinois House Republican Caucus, handling policy and budget issues for heaith and human
services and K~12 education.

She has a B.A. in political science and international refations from Baston University.

Michael Koetting, Deputy Director for Planning & Reform Implementation, Hiinois
Department of Health Care and Human Services {HFS)

Iichael Koetting is deputy director for Planning & Reform impiementation at the iilincis
Department of Healthcare and Family Services. He oversees implementation of heaith reform in
the lilinois Medicaid program, ensuring that 700,000 new clients can be correctly enrolled by the
end of 2013, and will also spearhead substantial changes in the program’s delivery system. Prior
to joining the department, Koetting was vice president of planning for the University of Chicago
Medical Center for 23 years.

He holds an MLA. and Ph.D. in socialogy from Harvard University and a B.A. in English from Saint
Louis University.

Kathy Chan, Associate Director & Director of Policy and Advocacy, illincis Maternal and
Child Heaith Coalition

Kathy Chan currenily serves as the associate director and provides leadership on advocacy
efforts, as weli as policy analysis for IMCHC and its four projects. From 2002-2006, Kathy worked
at IMCHC on Cavering Kids and Families where she built statewide and local coalitions and
created and implemented strategles to help families more easily access public health insurance
pragrams. Her efforts helped lilincis gain recognition as a national leader in enrcliment. To date,
over 2.8 million parents and children in iflinois have public insurance coverage.

Kathy worked briefly in state government with the Hlinois Department of Healthcare and Family
Services, where she assisted with strategic enroliment efforts and the implementation of Alf Kids.
She currently serves as board chair of IFLOSS, a statewide organization working to improve the
oral health status of residents and remains an active volunteer with the Young Nonprofit
Professionals Network of Chicago.

Kathy graduated with a bachelor's degree in English from Northwestern University and began her
career as an organizer with Green Corps, a field school for environmental organizing.
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STATE OF MINNESOTA

Office of Governor Mark Dayton
130 State Capitol + 75 Rev, Dr. Martin Luther King Jr. Boulevard + Saint Paul, MN 55155

November 20, 2013

The Honorable Senator Mary Landrieu
Chairman

United States Senate Committee on
Small Business and Entrepreneurship
703 Hart Senate Office Building
Washington, DC 20510

Dear Chairman Landrieu:

Thank you for your outstanding leadership to enable our country’s small businesses to
purchase more affordable health insurance for their employees. Today’s hearing on the
implementation of small business exchanges has an important role in that process. Small
businesses historically have struggled to provide health insurance for their workers due to high
costs and the administrative burden of providing coverage. Without affordable health insurance
options, these businesses have been at a disadvantage compared to large employers when it
comes to recruiting and retaining talented workers. Iam pleased that this dynamic is changing,
thanks to the federal Affordable Care Act and MNsure, Minnesota’s state-based exchange.
Through MNsure, small businesses can more easily purchase more affordable health insurance
and provide options for their workers, which are good for their employees and good for their
businesses. :

MNsure’s focus on small business is a result of our state’s decision to create a
Minnesota-made exchange that best provides for the ngeds of Minnesotans. Virtually every
Minnesota health care organization, business organization, and respected expert strongly
supported our state designing its own exchange.

With the flexibility available under the state-based model, MNsure prioritized building
the SHOP exchange and has offered small business options from Day One. Across Minnesota,
these businesses can choose from a range of insurance options to find a MNsure product that best
meets their needs. As of November 14, there were 1,172 small businesses in Minnesota that have
signed up to receive coverage from MNsure. This interest is testament to the demand for better
coverage options for small business and the benefit of MNsure to this sector in our state.

Through MNsure, small businesses in Minnesota can set up an account, pick plan
options, and set the financial contribution that works for them. Businesses also can shop around
without any obligation to enroll. Workers select from the employer-defined options and coverage
begins on January 1, 2014, Eligible businesses with fewer than 25 workers may also access
federal tax credits through MNsure,

Voice: {651) 201-3400 or (800) 657-3717 Fax: (651} 797-1850 MN Relay {800} 627-3529
Website: hitp:/ /governorstate.mn.us An Equal Opportunity Employer

Printed on recycled paper containing 15% post consumer miaterial and state government printed
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The Honorable Senator Mary Landrieu
November 20, 2013
Page 2

MNsure will perform many of the administrative functions that historically have
burdened small employers who provide health insurance. Participating businesses will have one
monthly bill and online tools for updating and managing business and employee information.
These features will enable small businesses in Minnesota to provide more affordable coverage to
more workers.

From the Mayo brothers to MinnesotaCare, Minnesota has a proud tradition of excellence
and innovation in heaith care. MNsure will continue this tradition by providing quality coverage
options for small businesses, as well as individuals and families.

Thank you again for your outstanding leadership in highligliting the important
opportunities for small businesses available through the SHOP exchanges.

Singerely,

Mark Dayton
Governor
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BENEFITS
FIRM

Embrace the moment. Prepare for the future.

Griffin L. Meredith

Senior Vice President
November 19, 2013
Senator MeConnell,

Kentucky has been viewed by other states and people in Washington DC as a state that most things have gone
correctly with the Health Insurance Marketplace. While it is true that “Kynect” has been operating properly,
especially compared to the Federally Facilitated Marketplace, there are still many unresolved problems. In
particutar, T would like to address SHOP exchanges. Logistically and technologically we are not having the
same success in Kentucky with the SHOP exchange as we are with individuals in Kynect. This week I have
reached out to numerous Employee Benefit brokers in Kentucky, none of which have finished a Kynect SHOP
exchange application.

While 1 do believe the technical hindrance is a part of the problem, it is not the primary obstacle to the success
of the SHOP exchanges. I firmly believe there are flaws to this existence that the current law cannot
overcome. Numerous businesses that I work with have decided that with the PPACA there are advantages to
their business through Kyneet. However, the advantage to their business is to drop their employer sponsored
health plan and allow each of the individuals and families to enroll in Kynect.

The intent of the law with SHOP exchanges was to allow small businesses to offer a “group plan” and to
continue to take advantage of the small business health insurance tax credit. Tt was intended to help small
employers with less than 25 employees and average annual salaries of less than $30,000 per employee.
However, the tax credit was on a sliding scale therefore, the largest credits were going to businesses with less
than 10 employees and average annual salaries of less than $25,000. Additionally, this tax credit is only slated
to be available for the next two years.

The result of this has been the tax credit the small business receives is substantially less than the subsidized
amount the individual is receiving from the Federal Government if the employer simply drops their plan. The
business is making a wise decision dropping their plan because the previous “employer paid premium” is now
being paid by the Government. Also the “employee paid premium” is significantly lower than if the group
continued to offer a plan. This makes offering a plan through the SHOP exchange a disservice to employees
and completely superfluous.

Kentucky as well as many other states has small employers whose employees cross state lines everyday from
their residences to go to work. In addition, emplovees of their businesses seek services from providers across
state lines. In response to the requirements of PPACA, some insurance carriers in Kentucky have created state
specific HMO plans, that are the only networks offered on Kynect. This means with the exception of an
emergency, an employee wishing to use services outside of Kentucky (even if they are a resident of that state)
is not permitted to do so, and will not have coverage. This is not as large of a market disruption on the
individual Marketplace because an employee could enroll in their state specific Marketplace.

This letter is meant to only serve as guidance from actual experience in working with the small businesses of
Kentucky. There are steps being made in the right direction, but I do not belicve that time and resources going
towards SHOP exchanges are one of those steps.

Please let me know how I, my company, or my association may be of assistance in the future.

Sincerely,

Griffin Meredith

300 Distillery Commons Suite 250 ¥ Louisville, KY 40206 * Ph 502.451.4560 * Fax 502.451.4561 * thebenetitsfirm.com
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Houchens Insurance Group

{240 Fairway Street m Bowling Green, KY 42103
Phone: 270.781.2020 w Fax: 270.843.8808

November 15, 2013

Senator Mitch McConnell
60! W. Broadway

Room 630

Louisville, KY 40202

Dear Senator McConnell:

We are writing to you to explain what we are seeing here in Kentucky and throughout other parts
of the country that Houchens Industries, Inc. and the Houchens Insurance Group (HIG) serves
regarding our clients’ implementation of the Affordable Care Act (ACA). While Houchens,
with over 18,000 employees is not a small company, our insurance group (HIG) serves over a
thousand small businesses with their insurance needs throughout Kentucky and the United
States. The remainder of this letter lays out what we are seeing;

For an agency to represent it’s customers responsibly, we need to be able to share all options
available. At this point, Kentucky’s Healthcare Connection (Kynect) presents us with more
challenges than solutions.

To date, we have not enrolled any groups in the Small Business Health Options Program (SHOP)
primarily because of the confusion the system has created. Business owners are anxious and
trustrated as to what they have to do in order to get pricing. Creating an account within Kynect,
and then assigning an agent, takes a considerable amount of time and is not something they
should have to do while managing their businesses.

Small business owners are already pressured enough to provide competitive benefits at
affordable prices. Now, under Obamacare, they are being assessed a new set of rules to go by
and in many cases gives them no choice but to make cutbacks. Most of the groups that our
agency represents do not understand these rules and are uncertain about decisions that need to be
made. Recent delays in certain parts of the law have added uncertainty surrounding businesses
and their ability to hire or expand. In addition, they are cutting back on employees’ hours (due to
the 30 hour mandate) to avoid reaching the requirement to offer coverage.

The carriers we represent have offered a one year bandaid by allowing groups to renew in
December of 2013 verses the facing of these mandates that will be part of group plans that renew
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on/after January 1,2014. While most small groups have opted for this, we see it as
confirmation of carrier uncertainty as well.

While we have talked with many businesses that would like to continue to offer coverage to their
cmployees, under Obamacare’s mandates they will not be able to afford it and are taking actions
to keep their businesses afloat.

We appreciate any help that can be provided to help our small business customers. Our first
priority is insuring the continued success and stability of these businesses, but we also recognize
that cutbacks will be the result from the implementation of Obamacare and have far reaching
impacts to our business and the economy.

We feel strongly that this is only an early indication of what is to come for the fifty plus
employers. We also feel that this will have a devastating impact to the economy as it relates to
labor force, insurance plans and guality of healthcare.

Sincel:gly,‘ e
A

Andy garker
Executive Vice President

Houchens Insurance Group
The Countries 27™ Largest Privately Held Insurance Agency



121113

255

POLITICO

Only § enroliments completed in D.C, Obamacare exchange

ers

Only five peaple have fully completed the errolimert process inthe D.C. inswrance exchange,
according fo information compiled by lawmakers from four of the insurance companies
participating in the exchange.

Two people envofied in CareFirst BiueShield pians during October and three ervofied in

Kaiser Permanente plans during the month. No enroliment data has been collected by
UnitedHealthcare O Astna a8 of Nov. 4 or Oct. 24, respectively, the companies said.

The information was coflected by Sens. Chuck Grassley {(R-lowa) and Omin Hatch (R-Utah).
{Lindeestanging Obamacare: POUTICO's guide to the ACA)

These five have paid their first month of premiums. More have completed applications but not
yet paid the premium.

8ut DC HealthLink spakesman Richard Sorian says the insurers’ enroliment figures are "not
an accurate depiction of the strong level of interest in the District of Columbia in obtaining
quality, affordable heaith insurance.”

As of Oct. 21, 321 DC residents and 426 small business had selected a heaith plan, Sorian
said. Consumers have until Dec. 15 and small businesses have untii Dec. 12 to pay for
coverage to startonJan. 1.

{Also on POLITICO: White House: Politics? What politics?)

Many congressional staff will have to sign up on the smal business exchange under a
provision in the health law.
Follow @politic

2013 POLITICO LIC

dyn.pofitica.convprintstory.eimPudid=CFE3AFFE-46F F -4B56-8747-BF 240D CEGEB3

Only 5 enrollments completed in D.C. Obamacare exchange - POLITIC O.com Print View

!
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Total Health Insurance Exchange Grants | The Henry J. Kaiser Famity Faundation
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Total Health Insurance Exchange Grants
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New e : "
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-7 Issue BRIEF

HEALTH INSURANCE MARKETPLACE: NOVEMBER ENROLLMENT REPORT
November 13, 2013

This issue brief highlights national and state-level enrollment-related information for the first
month of the Health Insurance Marketplace (Marketplace hereafter) initial open enrollment
period that began October 1, 2013 for coverage beginning January [, 2014 (see Appendix A for
state-level data). It also provides an overview of the methodology that was used in compiling
these data (see Appendix B), and includes information about strategies to reach consumers,

These data represent a “snapshot” of Marketplace enroliment that uses comparable definitions
for the data elements across states, and between states that are implementing their own
Marketplaces (also known as State-Based Marketplaces or SBMs) and states with Marketplaces
that are supported by or fully-run by the Department of Health and Human Services (including
those run in partnership with states, also known as the Federally-facilitated Marketplace or
FFM). Data related to Medicaid and Children’s Health Insurance Program (CHIP) eligibility in
this report are based on applications submitted through the Marketplaces. Enrollment based on
applications submitted through state Medicaid/CHIP agencies will be released in a subsequent
report.

It is important to note that the SBM enrollment-related data that are reported in this issue brief may differ
from comparable data that have previously been publicly reported on SEM websites or in media reports dug to
differences in time periods and metric definitions.

The following are highlights of Marketplace enrollment-related information for the first month,

umber of completed applications through the Marketplaces 846,184
Total number of individuals included in completed Marketplace applications 1,509,883
Number of individuals determined eligible to enroll in a Marketplace plan 1.081,592
Number of individuals who have selected a Marketplace plan 106,185

13 Oct }- Nov 2 most closely represents the first month of operations since state based Marketplaces generally compile enroliment-related
metrics on a weekly basis. Any differences in reporting periods among states are noted in footnotes accompanying the Table in Appendix A.

The first month enrollment experience in the Marketplace exceeds comparable first month enrollment in the
Commonwealth Care program in the Massachusetts Health Connector. In Massachuseits, the number of
premium-paying enrollees who signed up during the first month of enrollment was 123 or 0.3 percent of the
total enrollment of 36,167 at the end of the year.t

! Source: Commonwealth Health Insurance Connector Authority as cited in the The New Republic, Oct. 23, 2013, Available
online: http://www.newrepublic.com/article/ 15309/0bamacare-enroliment-massachusetts-statistics-sug, will-be-slow

Department of Health and Human Services
Office of the Assistant Secretary for Planning and Evaluation
http://aspe.hhs.gov
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Marketplace plan selection of 106,185 is 1.5 percent of the estimated enrollees at the end of the 2014 open
enrollment period (Congressional Budget Office (CBO) estimate, May 2013). (See Appendix C for more
information on enroliment experiences in other programs.)

Marketplace Website and Cajl Center Activity
Unique Visitors on the SBM and FFM websites: 26,876,527

Calls to the SBM and FFM call centers: 3,158,436

0verv1ew of Enrollment to Date
. persons have entolled and selected a Maxketpiaw planmthis inoludes those
w‘hg haye;paid‘apremmm and those who have not yet paid a premium.

Based on available data, 846,184 completed applications were submitted to Marketplaces during
the first month of the initial open enroliment period (10-1-13 to 11-2-13), including applications
that were submitted to the SBMs and FFM. These completed applications correspond to a total
of 1,509,883 milfion individuals (persons) who have applied for coverage through the
Marketplaces during this time period. ‘Fhis. rep;eqems 22 percent ¢ cf the Lm}gressmna} Budget
Qfﬁce (CRO) estimated 7 million b ;rket‘place enroliment in 20147 (Please sce Appendix A for
corresponding tables containing state-level data, and see Appendix B for methodological
information on how these numbers were derived).

The Marketplaces have helped a total of 1,477,853 pcrsons by determining or assessing’ that
they are either eligible to enroll in a Marketplace plan (used throughout this report—alse known
as Qualified Health Plans or QHPs) with or without financial assistance, or in Medicaid or the
Children’s Health Insurance Program (CHIP). To date, 106, 185 ‘persons have selected 3
Marketplace plan—this includes 79,391 in SBMs and 26,794 in FEM. An additional 975,407
persons who have been determined eligible have not vet selected a plan through the Marketplace.

To date, the Marketplaces have processed eligibility determinations and assessments for 98
percent (1.477.853) of the 1,509,883 persons who have applied for coverage — including:

e 1,081,592 persons (73 percent of the total number of persons with processed eligibility
determinations / assessments) have been determined eligible to enroll in a Marketplace
plan, (including 326,130 persons who have been determined eligible to enroll in a
Marketplace plan with financial assistance),

o 106,185 (10 percent) of the 1,081,592 total Marketplace plan eligible persons
have already selected a plan by clicking a button on the website page.

* CBO estimates 7 million individuals will enroll in qualified health plans (QHPs) through the Marketplace in 2014,
tp//www.ebo.gov/sites/default/files/cbofiles/attachments/44 190_EffectsAffordableCareActHealthInsuranceCoverage_2.pdf.

* Accounts of individuals who have been determined or assessed eligible for Medicaid or CHIP are transferred to statc Medicaid
and CHIP agencies, which then take any action needed to effectuate enrollment. “Assessment” refers to those FFM states where
the state has chosen to retain the ability make the final eligibility determination.

o ]
ASPE Office of Health Policy November 2013
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e S St
Enrollment includes those who have selected a plan including those who have
paid their first month premium and those who have not vet done so.

ercent of the fotal number of perse essed eligibility
sments) who have been determined or assessed slinible for

A total of 502,446, or 1 in 3 of the 1,477,853 people whose eligibility determinations /
assessments have been processed, have either been determined or assessed eligible for Medicaid
or CHIP or have selected a plan in the Marketplaces. Meanwhile, 722,391 (49 percent) of the
1,477,853 whose eligibility determinations / assessments have been processed are either eligible
for financial assistance through the Marketplaces, or have been determined or assessed eligible
for Medicaid or CHIP.

An additional 201,137 persons who applied for coverage through the Marketplaces have
eligibility determinations that are either pending, not captured in the Marketplace plan and
Medicaid/CHIP eligibility counts for a given state, or negative (meaning that they have not been
determined eligible to enroll in a Marketplace plan).

The available data on completed applications, eligibility determinations and assessments, and
Marketplace plan selection represents a subset of the total number of Americans who have begun
exploring the coverage options that are available through the new Marketplaces. There is
considerable interest in the new Marketplaces as measured by unique visitors on the SBM and
FFM websites (26.876,527), and calls to the SBM and FFM call centers (3,158,436).

These early enroliment-related statistics suggest that. in spite of recent information system and
website issues, interest in the Marketplaces is high. For example a Commonwealth Fund survey
conducted Oct. 9-27° polled adults (ages 19-64) who are uninsured or have individual market
coverage and found that most (60 percent) are aware of the Marketplace. Further, the
Commonwealth Fund found that 53 percent are aware that financial support is available for
Marketplace coverage and 17 percent have visited the Marketplace. Most (58 percent) said they
are very likely or somewhat likely to go or go back to visit the Marketplace to enroll in a plan or
to apply for the premium tax credit or for Medicaid/CHIP before the open enrollment period
ends on March 31, 2014, (See Appendix D for more information).

Marketplace enrollment is expected to increase as technical issues are resolved.
Enroliment Experience in Other Programs

Based on the experience of the Federal Emplovees Health Benefits Program (FEHBP), Medicare
Part D, Massachusetts” Commonwealth Care, and the Children’s Health Insurance Program

* Most FFMs assess individuals as eligible for Medicaid or CHIP, and the state Medicaid or CHIP agency takes
additional steps to finalize an eligibility determination. In states that accept the FFM’s eligibility determination, the
state will take steps to effectuate enrollment.

* http:/www.commonwealthfund.org/Publications/Data-Briefs/20 13/Nov/Americans-Experiences-
Marketplaces.aspx

fooo e e e e s
ASPE Office of Health Policy November 2013
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(CHIP), several factors drive enrollment rates, particularly in the early months of program
operation (See Appendix C):

e “Action-forcing” events — such as the end date of an open enrollment period or the start
date for benefits — often result in a spike in enrollment activity.

e The length of a program’s pre-benefit period (i.e., the period between sign-up/enroliment
and the receipt of benefits) alse affects rates of initial enrollment: Shorter pre-benefit
periods {e.g., | month) tend to generate higher initial enrollment rates than longer pre-
benefit periods, during which the consumer may perceive little advantage to signing up or
enrolling early.

Based on this experience, the Department expects Marketplace enroliment will start slowly, with
peaks in December (as the January 1 coverage date approaches) and March (as the close of cpen
enroliment approaches).

Based on available data for the first reporting period, the level of early Marketplace enroliment
appears to be consistent with expectations based on the Massachusetts Commonwealth Care
experience. Many of the SBMs have experienced first-month enroliment-related activity that
exceeds comparable Commonwealth Care enrollment for the first month of open enrollment (See
Appendix C for more information).®

The SBMs” experience to date regarding the type of eligibility determinations and assessments
appear similar to Commonwealth Care’s early months of enrollment as well. There were large
differences in initial enroliment rates in Commonwealth Care between persons who qualified for
plans not requiring a premium payment and persons who did not qualify. Only about 4,000
individuals signed up in the first couple months of the program for plans requiring a premium
payment. The majority of individuals who enrolled in Commonwealth Care during the first vear
were in plans that did not require the enroliee to pay a premium. Many of the SBMs have
experienced first-month enrollment-related activity with substantial numbers of Medicaid
eligible individuals applying to the Marketplace. Enroliment of individuals anticipating paying a
premium for coverage is expected to increase as the start date for benefits, January 1, 2014,
approaches.

Methodological Overview

This report summarizes available data on enrollment-related activity during the first month of the
initial open enrollment period for the Marketplaces — including the number of completed
applications, the number of processed eligibility determinations, and the number of completed
Marketplace plan selections. The data that are reported in this issue brief have been generated by
the information systems of the Centers for Medicare & Medicaid Services (CMS), based on
information reported to CMS by SBMs, and information collected by the FFM for states with
HHS- supported or fully run Marketplaces (including those run in partnership with states).

© Massachusetts auto-enroiled a large number of individuals from the state’s uncompensated care pool into
Commonwealth Care, a process which began October 1, 2006, before open enroliment became available to the
broader Commonwealth Care-eligible population on January 1, 2007. The population that was allowed to enroll
starting in January 2007 could qualify for premium subsidies based on income.

ASPE Office of Health Policy November 2013
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Unless otherwise noted, the data in this issue brief represent cumulative Marketplace enrollment-
related activity for the 10-1-13 to 11-2-13 reporting period, with information available as of 11-
12-13. Data for certain metrics are not yet available for some states due to information system
issues. We anticipate that more comprehensive data will be available in future monthly
enrollment-related reports as system issues are resolved. (Please see Appendix B for additional
methodological information and technical notes, including information about any limitations or
clarifications regarding specific data points.)

We believe that the information contained in this issue brief provides the most systematic
“snapshot” of enroilment-related activity in the Marketplaces to date because the data for the
various metrics are counted using comparable definitions for data elements across states, and
between the SBMs and FFM. It is important to note that the SBM enrollment-related data
that are reported in this issue brief represent state data that have been reported to CMS,
and may differ from comparable data that have previously been publicly reported on SBM
websites or in media reports because that data may be based on different time periods or
metric definitions from those used in this report.

Details on Marketplace Enrollment-Related Activity to Date
The following are highlights of enroliment-related activity in the Marketplaces during the first
month of the initial open enrollment period (see Appendix A for state-level data).

Completed Applications — A total of 846,184 completed applications were submitted to the
Marketplaces during the first month of the initial open enroliment period (10-1-13 to 11-2-13).
This includes 326, 623 completed applications (39 percent of the combined SBM-FFM total) that
were submitted to the SBMs, and 519,561 completed applications (61 percent of the combined
SBM-FFM total) that were submitted to the FFM. In addition to these applications, the FFM
also has 259,107 additional paper and call center applications that are not included in this total.

Based on currently available data, electronically-submitted {online) applications (including
applications submitted through the Marketplace websites, as well as any applications that were
submitted online through in-person assisters or the call center) accounted for approximately 74
percent of the completed applications that were submitted to the Marketplaces during the
reporting period. The remainder of the completed applications (26 percent) were submitted on
paper {including applications that were submitted by mail, as well as any applications through in-
person assisters or the call center that were filled out on paper). On average, approximately 93
percent of the completed applications that were submitted to the SBMs were submitted
electronically, and 67 percent of the completed applications that were submitted to the FFM were
submitted electronically.

Number of Persons Applying for Coverage in Completed Applications — The 846,184
completed applications correspond to a total of 1,509,883 persons who have applied for coverage
through the Marketplaces during this time period. The total number of persons applying for
coverage is higher than the total number of completed applications because each application can
potentially include multiple persons (such as spouses or dependents). A total of 516,248 persons
(34 percent of the combined SBM-FFM total) have applied for coverage through the SBMs, and
e R ———
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through the FFM.

Page 6

Number of Persons Determined or Assessed Eligible to Enroll in Coverage Through the
Marketplace — Overall, the Marketplaces have processed eligibility determinations for 98
percent (1,477,853) of the 1,509,883 total persons who have applied for coverage through the
Marketplaces. Of these, 1,081,592 persons have been determined eligible to enroll in a plan
through the Marketplace, representing 72 percent of the total persons who have applied for
coverage through the Marketplaces as a whole, and 396,261 persons have been determined or
assessed eligible for Medicaid or the Children’s Health Insurance Program (CHIP), representing
26 percent of the total persons who have applied for coverage through the Marketplaces as a
whole. Additionally, approximately 30 percent of the 1,081,592 total persons who have been
determined eligible to enroll in a plan through the Marketplace have also been determined
eligible to enroll in a plan with financial assistance (326,130, representing 22 percent of the total
persons who have applied for coverage through the Marketplaces as a whole, and 22 percent of
the total eligibility determinations / assessments that have been processed). The remaining
755,462 other Marketplace plan eligible persons includes individuals who: didn’t apply for
financial assistance; applied for financial assistance and were found ineligible; applied for
financial assistance and their applications are pending.

e Number of Persons Determined Eligible to Enroll in Coverage by the SBMs — The
SBMs have processed eligibility determinations for 591,838 persons who have applied
for coverage through the SBMs; however, this percentage varies by state due to
differences in processing times. Within the SBMs, 378,973 persons have been
determined eligible to enroll in a Marketplace plan, and 212,865 persons have been
determined eligible for Medicaid or CHIP using MAG! determination criteria.
Additionally, approximately 23 percent (88,953) of the 378,973 total Marketplace plan
eligible persons in the SBMs have also been determined eligible to enroll in a plan with
financial assistance.’

e Number of Persons Determined or Assessed Eligible to Enroll in Coverage by the FFM
—The FFM has processed eligibility determinations for 89 percent (886.015) of the
993,635 persons who have applied for coverage through the FFM. Within the FFM.
702,619 persans have been determined eligible to enroll in a Marketplace plan
(representing 71 percent of the total persons who have applied for coverage through the
FFM), and 183,396 persons have been determined or assessed eligible for Medicaid or
CHIP under MAGI determination criteria {representing 18 percent of the total persons
who have applied for coverage through the FFM). Additionally, approximately 34
percent (237,177) of the 702,619 total Marketplace plan eligible persons in the FFM have
also been determined eligible to enrofl in a plan with financial assistance® (also
representing 24 percent of the total persons who have applied for coverage through the

7 SBM data on the number of persons with processed eligibility determinations or assessments do not add to the total
number of persons applying for coverage in completed applications due to missing data.

® Represents the total number of individuals determined to be eligible for plan enroliment through the Marketplace,
who qualify for advance premium tax credits (APTC).
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ASPE Office of Health Policy November 2013



265

ASPE Issue Brief Page 7
S e S e
FFM).

An additional 201,137 persons who applied for coverage through the Marketplaces (including
approximately 93,245 in SBMs, and 107,892 in the FFM) have eligibility determinations in the
Pending/Other category, including those who: 1) have a pending eligibility determination or
assessment for a Marketplace plan or Medicaid/CHIP coverage; 2) have a processed eligibility
determination or assessment for a Marketplace plan or Medicaid/CHIP coverage that is not
captured in the relevant column in this table for a given state due to system issues; or 3) have
been deemed ineligible for Marketplace coverage.

Number of Persons Who Have Selected a Marketplace plan — Overall an estimated 106,185 (10
percent) of the persons who have been determined eligible to enroll in a plan through the
Marketplace have already selected a plan (including both those who have paid the first month’s
premium and those who have not yet paid the first month’s premium). An additional 975,407
persons who have been determined eligible have not yet selected a plan through the Marketplace.

Highlights of Marketplace Customer Service and Qutreach

Customer Service — Based on available data, there have been a total of 26,876,527 unique
visitors on the Marketplace websites, and a total of 3,158,436 calls to the SBM and FFM
Marketplace call centers.

e Customer Service (Website and Call Center Utilization) in SBMs — Based on available
data, there have been a total of 7,376,527 unique visitors on the SBM websites, and a
total of 923,170 calls to the SBM call centers.

»  Customer Service (Website and Call Center Utilization) in the FFM — Based on
available data, there have been a total of approximately 19,500,000 unique visitors on the
FFM website, and a total of 2,235,266 calls to the FFM call center.

Outreach Several types of marketplace assisters help people navigate the new system. As of
November 1, 2013, over 18,000 assisters have been trained in the states that are a part of the
Federally-facilitated Marketplace. These assisters have informally reported that they have
conducted over 2.800 education and outreach events that have reached over 450,000 consumers
R TR
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Maximizing Marketplace Enrollment: SBM Experiences

CA: California has conducted extensive public outreach efforts across the state, spending $94
million dollars to help community groups, local health clinics, and labor unions reach residents
and sign them up for coverage. California has used radio and television commercials, highway
billboard advertisements, and a number of Twitter and Facebook posts to spread awareness of
Covered California throughout the state. To reach its Latino population, California has
established partnerships with Univision, Telemundo, La Opinion and impreMedia to implement
Spanish-language media campaigns through TV, radio, print, and digital media. Outreach
workers who speak Spanish, Tagalog, Cambodian, Mandarin and Cantonese are attending local
community events such as county fairs, farmers markets, street festivals and back-to-school
nights across the state.

KY: Kentucky reports tens of thousands of enrollees in its Marketplace, with high rates of
enrollment by young adults under 35 vears old (40 percent) and women (59 percent). The
Kentucky Health Benefit Exchange has awarded nearly $6.5 million in contracts to navigator
programs throughout the state to ensure that Kentuckians have assisters to help them determine
their health plan needs and assist them in choosing appropriate plans. The state also has 3,400
certified insurance agents trained to explain the multiple offerings available.

NY: New York State of Health (NYSOH) Marketplace officials report that nearly 174,000 New
Yorkers had completed the full application process and were determined eligible for coverage as
of October 23, 2013. The fast pace of New York’s enrollment uptake indicates that many New
Yorkers are seeking affordable health coverage. NYSOH's customer service operators have
assisted more than 77,000 New Yorkers. Another potential factor in New York’s success is the
reduced rates in the individual market. NYSOH reports a 53 percent reduction compared to the
previous year’s rates,

fol ]
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TOTAL MARKETPLACE APPLICATIONS, ELIGIBILITY DETERMINATIONS, AND
MARKETPLACE PLAN SELECTIONS BY MARKETPLACE TYPE AND STATE, 10-1-2013
TO 11-2-2013

Number of Individuals

Determined Eligible to Number of

Total Enroif in a Marketplace Determined Individuals

Total Indivi Plan or Who Have
Numbler n); Applying for Total Efigible to Eligible fo; Pending/ | selected 2

Complete Coverage in L Enrail ina Medicaid Other
State Name Applications | Completed | EfoIeto | UL NC | cotpuytne | () | ren ray
(2) Appiications | Enreliina Pian with Marketplace
{3) Marl;?;ﬁlace Financial &
Assistance
{4) (5)
Number Number Number Number Number Numbe Number

California (9} 105,782 192,489 93,663 N/A 79,519
{io 20482 45,595 36,338 8,748 N, 8
Connecticut 12,337 18,815 12,325 6,807 6,490
istrict Of Coluinbia N . o
2,541 N/A N/A WA N
1,754 2,379 1,156 N/A NJA
50279 76,294 39,207 13,201 w676
Maryiand 0917 A 3498 2438 5,823
Massachusetts (13) 14,413 N/A N/A N/A N/A
Minnesota (14) 15,268 31,447 21,532 6,759 9,166
Nevada 9,186 14,819 N/A N/A 5,710
New York N/A N/A 134,897 34,267 23,902
Oregon (15 8,752 N/A 190 NAA 425
Rhode Istand 6,670 9,581 3,326 2,086 3,447 2,808 1,192
Vermont 3,242 5,540 3,341 1,078 1,411 788 1,325
| Washington {16} 64,990 119,309 29,503 13,375 48,196 41,610 7,001
5BM Subtotal 326,623 516,248 378,973 88,553 212 865 893,245 79,391
5 1

\

Alabama 10,573 20,840 14,696 4,910 2,262 3,882 624
Alaska 1,253 2,203 1,606 598 368 229 53
Arizona 12,220 32,897 20,741 7,156 131,339 817 739
Arkansas 7,294 14,059 6,123 2,279 7,430 506 250
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Number of Individuals
Determined Eligible to

Total Enroll in 2 Marketplace Determined ;I:l;:"‘,?:;;;:
Total Individuals Plan or Who Have
Complated | Coveragen | Total | EISHero | LSRSET | Tomer | ociecteda
State Name Applications | Completed E:igiblg te Mar::('Jel;;?aie CHIP by the {7 Mzr]l;:t(p!sa)ce
@ | appications | Ewoling | elan it | Marketpiace
{3) Plan Financial {8}
(4) Assistance
s
Number Number Numbsr, Number,
Delaware 1,897 3,491 2,204 674
Fiorida 67,366 123,870 93,456 29,637
Geargia 28,642 56,783 41,426 12,757
Ilinois 30,901 56,636 35,802 11,603
Indiana 15,982 31,979 19,093 7,890
lowa 5,547 10,884 6,104 2,079
Kansas 6,061 9,087 3,008
7702 1024 [
3,550 : 5,061 2,116
Michigan 23,987 44,025 34,197 12,468
Mississippi 4,339 8,204 5,822 1,662
Missourj 14,131 27,911 20,121 7,111
Montana 2,683 5,205 3,815 1,711
Nebraska 4,947 9,973 7,453 2,967 2,295
New Hampshire 4,006 7,817 5,767 2,016 1,643
New Jerse 23,021 42,372 23,985 8,082 17,460
Moxth Car 2854y 57653 42,110 15054 Foaga |
North Dakota 969 1,845 1,180 370 585
Ohio 24,050 45,128 34,374 11,866 7,535 3,219 1,150
Okiahoma 6,905 14,169 9,952 1,432 2,412 1,808 346
Pennsylvania 31,827 57,674 43,966 15,497 3,788 9,920 2,207
South Carolina 11,249 20,980 15,257 4,973 3,312 2,611 572
South Dakata 1,491 3,081 2,279 822 525 277 S8
Tennessee 17,598 33,230 24,334 8,573 4,089 4,807 992
Texas 53,904 108,410 80,960 25,520 11,682 15,768 2,991
Utah 5,186 14,580 9,318 3,883 4,816 446 357
Virginia 21,667 42,341 32,534 9,333 4,088 5719 1,023
West Virginia 3,807 7,096 3,442 1,268 3,103 551 174
Wiscansin 19,098 34,678 22,038 8,911 10,736 1,904 877
Wyorming 1,353 2,654 2,040 822 219 395 85
FEM Subtotal 519,561 993,635 702,619 237,177 183,396 | 107,892 26,794
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Number of Individuals
Determined Eligible to Number of
Tatal Enroll in a Marketpiace Determined Individuais
Total dividuzl Plag or A Whe Have
Number of | Applying for Total Eligible to Eligible for | Pending/ | selected a
State Name Completed | Coveragein ot . Enroliina | Medicaid / Other | Marketplace
icati Compl &0 | Marketpiace | CHIP by the {N Plan (8)
{2} Applications | Enrellina Plan with | Marketplace
(3 Marl;?tp(ace Financial {6}
an .
Assistance
) (5)
Number Number Number Number Number Number Number
MARKETPLACE X
TOTAL, All States 846,184 | 1,509,883 | 1,081,592 328,130 396,261 | 201,137 106,185
Notes:

“N/A™ means that the data for the x
(1) Unless otherwise noted, the data in this table represent cumulative Marketplace enrollment-related activity for
HO/1/713 to 1142/13.

(2) “Completed Applications” represents the total number of electronic and paper applications that were submitted
to the Marketplace during the reference period with sufficient information to begin performing eligibility
determinations for enrollment in a plan through the Marketplace and, if the applicant applied for insurance
affordability programs, sufficient information to begin performing eligibility determinations for advance
payments of the premium tax credit and cost-sharing reductions, as well as to begin eligibility assessments or
determinations for Medicaid and CHIP. In the case of Medicaid and CHIP, the Marketpiace may perform
eligibility assessments instead of determinations, at state option, Additionally, for electronic applications,
Completed Applications include oniy those applications for which the applicant has hit the “submit” bution and
the application has been accepted for further processing. In addition to these applications, the FFM also has
259,107 additional paper and call center applications that are not included in this total. Note: a single Completed
Application may include multiple individuals whe are applying for coverage.

(3) “Individuals Applying for Coverage in Completed Applications™ represents the total number of individuals
included in Completed Applications that were submitted to the Marketplace during the applicable reference
period. This number dees not include individuals applying through the SHOP. Note: SBM data on the number of
Individuals Determined Eligible to Enroll in a plan through the Marketplace and the number of Individuals
Determined or Assessed Eligible for Medicaid / CHIP by the Marketplace do not add to the total number of
persons applying for coverage in completed applications due to missing data and differences in process flows for
Marketplace Plans and Medicaid/CHIP eligibility determinations / assessments.

(4} “Individuals Determined Eligible to Enroll in a Plan Through the Marketplace” (i.¢c., a Marketplace plan)
represents the total number of individuals for whom a Completed Application has been received and who are
determined to be eligible for plan enroiiment through the Marketplace during the reference period, whether or not
they qualify for advance payments of the premium tax credit or cost-sharing reductions. These individuals may or
may not have enrolled in coverage by the end of the reference period. Individuals who have been determined or
assessed eligible for Medicaid or CHIP are not included.

(5) “Individuals Determined Eligible to Enroll in a Plan Through the Marketpiace with Financial Assistance”
represents the total number of individuals determined by the Marketplace to be eligible for enroliment through the
Marketplace, who qualify for an advance premium tax eredit (APTC). This number includes individuals who were

spective metric is not yet available for a given state.
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determined eligible for Marketplace plan enroliment with only an APTC, as well as individuals who were
determined eligible for enrollment into a plan with both an APTC and a cost-sharing reduction {CSR).

(6) “Individuals Determined or Assessed Eligible for Medicaid / CHIP by the Marketplace™ represents the number
of individuals who have been determined or assessed by the Marketplace as eligible for Medicaid or CHIP, based
on modified adjusted gross income (MAGI). In some states, Completed Applications for individuals, whom the
Marketplace has assessed as potentially eligible for Medicaid or CHIP, based on MAG!, are transferred to the
relevant state agency for a final eligibility determination. In other states, the Marketplace has been delegated the
final Medicaid/CHIP determination responsibility for these individuals. Thus, this data element includes all
Medicaid MAG! assessments, regardiess of the state Medicaid/CHIP agency’s final eligibility determination.
Note: this data element does not include eligibility determinations made by State Medicaid/CHIP agencies based
on applications originally submitted to the State agency or other Medicaid/CHIP assessments or determinations.
Additionally, this column may vary slightly from accounts transferred to states by the FFM.

(7) “Pending / Other™ A derived estimate for individuals who have a completed and processed application, who
either: 1) have a pending eligibility determination or assessment for Marketplace plan or Medicaid/CHIP
coverage; 2) have a completed eligibility determination or assessment for Marketplace plan or Medicaid/CHIP
coverage that is not captured in the relevant column in this table for a given state due to system issues; or 3) have
been deemed ineligible for Marketplace plan coverage.

(8) “Individuals Who Have Selected a Marketplace plan™ represents the total number of “Individuals Determined
Eligible to Enroll in a plan Through the Marketplace” who have selected a plan (with or without the first premium
payment having been received directly by the Marketplace or the issuer) during the reference period. This is also
known as pre-effectuated enrollment.

(9) For California, the total includes individuals who have been fully determined as well as those that are
“pending” and also those that are “contingent.”

(10) Because the Colorado Marketpiace does not have an eligibility system that is integrated with its state
Medicaid department, the data for “Individuals Assessed Eligible for Medicaid/CHIP™ are not available at this
time.

(11} The total of completed applications for the District of Columbia reflects online applications only. Data are
currently not available for the District of Columbia on the number of individuals deemed eligible for or enrolled
in Marketplace plan, or eligible or enroiled in Medicaid/CHIP because the District of Columbia’s information
systems record data by accounts rather than number of individuals or covered lives. In many instances, the
accounts reflect two or more individuals. Thus, the District of Columbia has reported that between October 1,
2013 and November 2, 2013, 572 plans were selected, which could represent 1.000 or more individuals selecting
a plan.

{12) Because the Mawaii Marketplace does not have an eligibility system that is integrated with its state Medicaid
department, the data for “Individuals Assessed Eligible for Medicaid/CHIP™ are not available at this time.

(13) Due to Massachusetts’s system constraints, cumulative values for “Individuals Assessed Eligible for
Medicaid/CHIP™ are not available at this time. Additionally, data for the total number of applications completed
for Massachusetts represents time period 10/01/13 through 1 /013

(14) Minnesota's cumulative data for “Individuals Determined Eligible to Enroll in a Marketplace plan,”
“Individuals Determined Eligible to Enroll in a Marketplace plan with Financial Assistance,” and “Individuals
Who Have Selected a Marketplace plan” do not include aduits between 1339% and 200% of the Federal Poverty
Level (FPL) because these individuals are enrolled in the MinnesotaCare program. In addition, children up to
275% FPL are covered through the Medicaid program. Please note that when comparing Minnesota's cumulative
data for these indicators with other State-Based Marketplaces, the number of individuals (2,5053) determined
eligible for MinnesotaCare should be included in the calculation,

(15) Cumulative data for Oregon represents best available data as of 11/04/13.

(16) Cumulative data for Washington represents time period 10/01/13 through10/31/13. The total Individuals
Determined or Assessed Eligible for Medicaid / CHIP may include some persons whose eligibility is being
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redetermined rather than newly determined. For example an application for a family may include parents
applying to the Marketplace for initial coverage, while children are already covered.

(17) Idaho and New Mexico are Federally supported SBMs for 2014; they are using the FEM platform for 2014,
(18) New Mexico data on the number of Individuals Determined Eligible to Enroll in a Marketplace plan through
the Marketplace and the number of Individuals Determined or Assessed Eligible for Medicaild / CHIP hy the
Marketplace do not add to the total number of persons applying for coverage in campleted applications due to
differences in process flow for Marketplace plan and Medicaid/CHIP eligibility determinations / assessments.

Source: Centers for Medicare & Medicaid Services, as of 11-12-2013.
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APPENDIX B: METHOBOLOGY AND TECHNICAL NOTES

The data that are reported in this issue brief have been generated by the information systems of
the Centers for Medicare & Medicaid Services, based on information reported to CMS by SBMs,
and information collected by the FFM for states with FIHS- supported or fully run Marketplaces
(including those run in partnership with states).

Unless otherwise noted, the data in this issue brief represent cumulative Marketplace enroliment-
related activity for the 10-1-13 to 11-2-13 reporting period, with information available as of 11-
12-13. Data for certain metrics are not yet available for some states due to information system
issues. We anticipate that more comprehensive data will be available in future monthly
enroflment-related reports as system issues are resolved.

We believe that the information contained in this issue brief provides the most systematic
“snapshot” of enrollment-related activity in the Marketplaces to date because the data for the
various metrics are counted using comparable definitions for data elements across states, and
between the SBMs and FFM (see table below). It is important to note that the SBM
enrollment-related data that are reported in this issue brief represent state data that have
been reported to CMS, and may differ from comparable data that have previously been
publicly reported on SBM websites or in media reports because that data may be based on
different time perijods or metric definitions from those used in this report.

Completed Applications 846,184 n/a 326,523 519,561 n/a
Number of individuals Applying for Coverage in
£ l Applicati 1,509,883 | 100.0% 516,248 o 993,635 | 100.0%
Number of Individuals With Processed
Eligibility Determinati or A 1,477,853 97.9% 591,838 wk 886,015 B%.2%
Eligible for Marketpiace plan Envollment 1,081,592 71.6% 378.973 rk 702,619 70.7%
Etigible for Marketplace plan with APTC
{non-add} 326,130 21.5% 88,953 HEE 237,177 23.9%
Other Marketplace plan-Eligible
Individuals {ron-add) 755,462 50.0% 290,020 hee 465,442 46.8%
Determined or Assessed Eligible for
Medicaid / CHIP by the Marketplace 396,261 26.2% 212,865 rax 183,386 18.5%
Pending / Other 201,137 >+ 93,245 e 107,892 10.9%
Total individuais Eligible to Enrollina
Marletplace plan 1,081,592 | 100.0% 378,973 | 100.0% 702,619 | 100.0%
Marketplace Eligible individuals Who Have
Selected a Marketplace plan 106,185 9.8% 79,391 20.9% 26,794 3.8%
Marketpiace pian Eligible Individuais Who
Have Not Yet Selected a Marketplace plan 975,407 90.2% 299,582 79.1% 675,825 96.2%

esents the percent of total individuals applying for coverage in completed applications, or the percent of
ie to enroll in a Marketplace plan who have selected a Marketplace plan.

* Percent of tota)
total individuals ¢

** Panding/Other does not sum to 100 percent due to missing SBM data.
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#** Total SBM data on the number of persons with processed eligibility determinations or as ments do not add fo the total
number of persons applying for coverage in completed applications due to missing data and differences in process flow for
Marketplace plan and Medicaid/CHIP eligibility determinations / assessments.

Source: Centers for Medicare & Medicaid Services, as of 11-12-2013.

While this issue brief includes some data for all states, data for certain metrics are not available
for certain states. For example, CMS did not receive data on the number of individuals applying
for coverage in completed applications, the number of processed eligibility determinations and
assessments, or the number of individuals eligible for plan enrollment through the Marketplace
who have selected a Marketplace plan from two states (Hawaii and Massachusetts) and the
District of Columbia.

In the table in Appendix A, which shows the state-level data, “N/A” means that the data for the
respective metric is not yet available for a given state.

Definitions of Earollment-Related Data Terms

e Reference Period: Unless elsewhere noted, the reference period for which data are
reported is from 10-1-13 to 11-2-13.

Oct 1- Nov 2 most closely represents the first month of operations since state based
Marketplaces generally compile enrollment-related metrics on a weekly basis.

+ Completed Applications: The total number of electronic and paper applications that
were submitted to the Marketplace during the reference period with sufficient
information to begin performing eligibility determinations for enroliment in a plan
through the Marketplace and, if the applicant applied for insurance affordability
programs, sufficient information to begin performing eligibility determinations for
advance payments of the premium tax credit and cost-sharing reductions, as well as to
begin eligibility assessments or determinations for Medicaid and CHIP. In the case of
Medicaid and CHIP, the Marketplace may perform eligibility assessments instead of
determinations, at state option. Additionally, for electronic applications, Completed
Applications include only those applications for which the applicant has hit the “submit™
button and the application has been accepted for further processing. 1t is important to
note that a single Completed Application can include multiple individuals who are
applying for coverage.

These data represent completed applications that were reported as submitted across all
channels by the SBMs and FFM during the reporting period. Applications can be
submitted electronically (online) or on paper, by the applicant or on behaif of the
applicant by an assister (navigator, in-person assister, agent/broker), or through the call
center. The data on paper applications that are included in this total are likely to be
undercounted because of a fag time between mailing and receiving the applications.

Applications submitted through the mail are included in the paper category. Applications
submitted through the call center or in-person are included in the electronic or paper

[ e s SR e e s e e s e
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categories, as appropriate.

The FFM data on completed applications does not include paper applications or call
center applications. An additional 259,107 applications were filed by paper and through
call centers during this Oct, 1- Nov. 2 reporting period that are not included in this total.

» Individuals Applying for Coverage in Completed Applications: The total number of
individuals included in Completed Applications that were submitted to the Marketplace
during the applicable reference period. This number does not include individuals
applying through the Small Business Health Options Program (SHOP).

Note: SBM data on the number of Individuals Determined Eligible to Enroll in a plan
through the Marketplace and the number of Individuals Determined or Assessed Eligible
for Medicaid / CHIP by the Marketplace do not add to the total number of persons
applying for coverage in completed applications due to missing data.

s Individuals Determined Eligible to Enroll in a Plan Through the Marketplace (i.e., a
Marketplace plan): The total number of individuals for whom a Completed Application
has been received and who are determined to be eligibie for Marketplace plan enrollment
through the Marketplace during the reference period, whether or not they qualify for
advance payments of the premium tax credit or cost-sharing reductions. These
individuals may or may not have enrolled in a plan through the Marketplace by the end of
the reference period. Individuals who have been determined or assessed as eligible for
Medicaid or CHIP are not included.

¢ Individuals Determined Eligible to Enroll in a Plan Through the Marketplace with
Financial Assistance: The total number of individuals determined by the Marketplace to
be eligible for plan enrollment through the Marketplace, who qualify for advance
premium tax credits (APTC). This number includes persons who were determined
eligible for plan enrollment with only APTC, as well as persons who were determined
eligible for enrollment into a Marketplace plan with both APTC and cost-sharing
reductions (CSR).

This number does not include Marketplace plan eligible individuals who: didn’t apply for
financial assistance; applied for financial assistance and were found ineligible; or applied
for financial assistance and their applications are pending.

¢ Individuals Determined or Assessed Eligible for Medicaid/CHIP by the
Marketplace: The number of individuals who have been determined or assessed by the
Marketplace as eligible for Medicaid or CHIP, based on modified adjusted gross income
(MAGI) eligibility criteria. In some states, Completed Applications for individuals,
whom the Marketplace has assessed as potentially eligible for Medicaid or CHIP, based
on MAGI, are transferred to the relevant state agency for a final eligibility determination.
In other states, the Marketplace has been delegated the final Medicaid/CHIP
determination responsibility for these individuals. Thus, this data element includes all
T
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Medicaid/CHIP MAGI assessments by the Marketplace, regardless of the state agency’s
final eligibility determination. This data element does not include eligibility
determinations made by state Medicaid/CHIP agencies based on applications originally
submitted to the state agency or other Medicaid/CHIP assessments or determinations.
Additionally, this column may vary slightly from accounts transferred to states by the
FFM.

Pending/Other: A derived estimate of the total number of individuals for whem a
Completed Application has been received, who either: 1) have a pending eligibility
determination or assessment for Marketplace plan or Medicaid/CHIP coverage: 2) have a
processed eligibility determination or assessment for Marketplace plan or Medicaid/CHIP
coverage that is not captured in the relevant column in this table for a given state due to
system issues; or 3) have been deemed ineligible for Marketplace plan coverage.

The data represented in the “Pending/Other” column are only an approximation; because
they are not strict subsets of one another, the sum of “Individuals Eligible to Enroll in a
Marketplace plan”, “Individuals Assessed Eligible for Medicaid/CHIP”, and
“Pending/Other” does not necessarily equal the “Total Individuals Applying for Coverage
in Completed Applications.” Given process flows, it is sometimes very difficult to
separate individuals who are assessed eligible for Medicaid [MAGI] and those
determined eligible for Marketplace plans.

Pending/Other does not sum to 100 percent of total Individuals Applying for Coverage in
Completed Applications due to missing SBM data.

Individuals Who Have Selected a Marketplace plan: The total number of “Individuals
Determined Eligible to Enroll in a Plan Through the Marketplace”™ who have selected a
plan (with or without the first premium payment having been received directly by the
Marketplace or the issuer) during the reference period, whether or not they are eligible to
receive an Advanced Premium Tax Credit or cost-sharing reduction.

Additional Technical Notes for SBM Data

For California, the total includes individnals who have been fully determined as well as
those that are “pending” and also those that are “contingent.”

Because the Colorado Marketplace does not have an eligibility system that is integrated
with its State Medicaid/CHIP agency, data for “Individuals Assessed Eligible for
Medicaid/CHIP” are not available at this time.

The total of completed applications for the District of Columbia reflects online
applications only. Data are currently not available for the District of Columbia on the
number of individuals deemed eligible for or enrolled in Marketplace plans, or eligible or
enrolled in Medicaid/CHIP because the District of Columbia’s information systems
record data by accounts rather than number of individuals or covered lives. In many
instances, the accounts reflect two or more individuals, Thus, the District of Columbia
has reported that between October 1, 2013 and November 2, 2013, 572 plans were
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selected, which could represent 1,000 or more individuals selecting a plan.

» DBecause the Hawaii Marketplace does not have an eligibility system that is integrated
with its State Medicaid/CHIP agency, data for “Individuals Assessed Eligible for
Medicaid/CHIP” are not available at this time.

e Due to Massachusetts’s system constraints, cumulative values for “Individuals Assessed
Eligible for Medicaid/CHIP™ are not available at this time; additionally, data for the total
number of applications completed for Massachusetts represents time period 10/01/13
through 11/01/13.

e Minnesota's cumulative data for “Individuals Determined Eligible to Enroll in a
Marketplace plan,” “Individuals Determined Eligible to Enroll in a Marketplace plan with
Financial Assistance,” and “Individuals Who Have Sclected a Marketplace plan” do not
include adults between 133% and 200% of the Federal Poverty Level (FPL) because
these individuals are enrolled in the MinnesotaCare program. In addition, children up to
275% FPL are covered through the Medicaid program. Please note that when comparing
Minnesota’s cumulative data for these indicators with other State-Based Marketplaces,
the number of individuals (2,505) determined eligible for MinnesotaCare should be
included in the calculation.

e Cumulative data for Oregon represents best available data as of 11/04/13. The total
Individuals Determined or Assessed Eligible for Medicaid / CHIP may include some
persons whase eligibility is being redetermined rather than newly determined. For
example an application for a family may include parents applying to the Marketplace for
initial coverage, while children are already covered.

e Cumulative data for Washington represents time period 10/01/13 through10/31/13. The
total Individuals Determined or Assessed Eligible for Medicaid / CHIP may include some
persons whose eligibility is being redetermined rather than newly determined. For
example an application for a family may include parents applying to the Marketplace for
initial coverage, while children are already covered.

Additional Technical Notes for FFM Data

For the data on eligibility:
e  An individual found eligible with an inconsistency counts as an eligible person.

¢ Counts for potentially eligible for Medicaid/CHIP include FFM Assessments as well as
FFM Determinations as directed by the states.

® The business logic for conducting Medicaid and CHIP eligibility assessments and
determinations are based on the FFM’s interpretation of each state’s Medicaid and CHIP
eligibility rules, and are subject to revision.

For the data on Marketplace plan selection:

e The “Selection of a Marketplace plan™ metric reflects unique consumers who have
R e S e A R s
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enrolled in either a Marketplace plan or a Dental Plan. If a consumer selects both a

Marketplace plan and a Dental Plan, they are counted as 1 plan selection. If a consumer

enrolls in a Marketplace plan only, they are counted as 1 plan selection. If a consumer
selects a Dental Plan only, they are counted as 1 plan selection. Any plan selection is
counted at the moment the consumer hits the “Submit” button in Plan Compare. These
are “active” polices.

s These data were pulled for an “As of” date of 11-2-2013, with the following logic:

= Ifapolicy is created in October and cancelled in October, that policy, and the individuals
on it, are NOT included in October counts.

= Ifapolicy is created in October and cancelled after November 2, 2013 that policy, and
the individuals on it, WOULD be included in October counts.

s During an enrollment-related transaction. if a consumer clicks either the "Enroll” or the
"Cancel” button more than once, the system may improperly generate multiple
transactions. In addition, duplicate transactions have been sent concerning the same
person due to minor name differences. Until these technical issues are corrected, the
number of transactions may underestimate or overestimate the number of people who will
ultimately be actively enrolled.

New Mexico data on the number of Individuals Determined Eligible to Enroll in a Marketplace
plan through the Marketplace and the number of Individuals Determined or Assessed Eligible for
Medicaid / CHIP by the Marketplace do not add to the total number of persons applying for
coverage in completed applications due to differences in process flow for Marketplace plan and
Medicaid/CHIP eligibility determinations / assessments.

o e
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APPENDIX C: PAST EXPERIENCES IN HEALTH COVERAGE ENROLLMENT

Past enrollment experiences from other health coverage programs inform the Department’s
expectations for enroliment in the new Marketplace. Based on the experience of the Federal
Employees Health Benefits Program (FEHB), Medicare Part D, Massachusetts” Commonwealth
Care, and the Children’s Health Insurance Program (CHIP), we have learned that several factors
drive enrollment rates, particularly in the early months of program operation.

1. “Action-forcing” events — such as the end date of an open enrollment period or the start
date for benefits — often result in a spike in enrollment activity.

gx)

The length of a program’s pre-benefit period {i.e., the period between sign-up/enroliment
and the receipt of benefits) affects rates of initial enroliment. Shorter pre-benefit periods
(e.g., | month) tend to generate higher initial enroliment rates than longer pre-benefit
periods, during which the consumer may perceive little advantage to signing up or
enrolling early.

3. A requirement to pay the initial premium to complete enrollment creates a financial
disincentive to enroll early. Consumers are generally required {o pay their first month’s
premium prior to the first day of coverage. This can result in last-minute enrollment
activity by consumers to minimize the lag time between payment and access to benefits.
Marketplace enrollees must pay premiums by December (even if they enroll in October)
for coverage to begin January 1, this fact may affect enroliment in October and
November.

4. The use of “auto™ or “passive” envollment, where a group of consumers is enrolled in
coverage without any action on the consumers’ part, results in higher enrollment rates.

5. Public education campaigns and outreach efforts tied to deadlines that correspond to
benefits coverage build consumer awareness and encourage enroliment.

Graphs included in this Appendix illustrate initial enrollment in Medicare Part D, Massachusetts
Commonwealth Care, and CHIP, plus enroliment from the FEHB’s annual open season for 2012.
Each program differs in terms of pre-benefit periods, length of the open enroliment period, and
the use of auto-enroliment, which in turn affected enrollment rates during initial months of
operation. For example, Medicare Part D experienced faster rates of enrollment compared to
Massachusetts Commonweaith Care due to a six-month open enrollment period.

o ]
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Part D experienced faster rates of enroilment due to a six-month open enrollment period
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Massachusetts Commonwealth Care. Commonwealth Care is a means-tested subsidized
insurance program for uninsured individuals who do not qualify for Medicaid (MassHealth) and
is part of the Massachusetts Health Connector. Enroliment and benefits for subsidized coverage
in Commonwealth Care began January 1, 2007, although Massachusetts auto-enrolled a large
number of individuals from the state’s uncompensated care pool beginning October 1, 2006.
Commonwealth Care enrollment appears to have reached a steady state a year after coverage
began.” By December 2007, 158,000 people had enrolled in Commonwealth Care.

The majority of individuals who enrolled in Commonwealth Care during the first year were in
“Type I” plans and not responsible for paying a premium. There were large differences in initial
enrollment rates between those who qualified for plans without having to pay a premium and
those who were required to pay a premium (see chart below).'” For the plan types that may
require a premium payment (Type I, 1T and 1V), only about 4,000 individuals signed up in the
first couple of months of the program.

? For data on initial Commonwealth Care enrollment, see http//www.mass.govichia/docs/r/pubs/09/key-indicators-
02-09.pdf and http://www.mass.gov/bb/h1/{y10h1/execl0/hbudbrief20. htm

*® Individuals who have Commonwealth Care Plan Type I (available to those with incomes below 100 percent of the
FPL)Y do not pay premiums for coverage. Individuals who have incomes above 130 percent of the FPL and are
enroiled in Plan Type H-IV (available to those with incomes 100.1 to 300 percent of the FPL) pay premiums unless
their income is below 150 percent FPL. Data on enroliment by plan type through May 2007 are available here:
https://www.mahealthconnector.info/portal/binary/com.epicentric.contentmanagement.serviet, ContentDeliveryServl
et/ About%252520Us/Publications%252520and%252520Reports/2007/2007-05-
10/CommCare%252520Program%e2 52520 Update pdf
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Massachusetts Commonwealth Care Enrollment by Plan Type, 2006-2007
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Source: Boston Globe, October 16, 2013:

hitp://'www boston.com/lifestyle/health/health_stew/2013/10/how_much_aca_enroliment_is_enough.html
Federal Employees Health Benefits Program. The Office of Personnel Management reports
that enrollment spikes in the last few days before the end of the open enrcllment period. This is
consistent with the experience of private employers as well. The FEHB program has an annual,
month-long open season during which employees are allowed to change their insurance coverage
status and switch plans. Data from the FEFHB’s 2012 open season shows that relatively few
employees make changes to their eoverage in the first couple weeks of the period. Nearly a
quarter (22 percent) of those employees who changed their enrollment during the open season
made their selection in the last two days before the season’s deadline. In the table below, Week 5
of 2012 open season consisted of only 2 days.
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*Week 5 comprises only 2 days
Source: Office of Personne! Management

Medicare Part D. Initial enrollment for Part D opened November 15, 2005 and closed on May
15, 2006. Coverage began January 1, 2006, approximately six weeks after the start of open
enrollment. The enrollment rate was 15 percent at the end of December 2005, the end of the
“pre-benefit period,” and rose to 98 percent by May 2006, the end of the open enrollment period.
This data (and graph) includes only those who affirmatively enrolled and paid a premium for a
standalone Medicare Part D plan. Medicare Part D had auto-enroliment for Medicare-Medicaid
dual eligibles and those in Medicare Advantage plans that added drug coverage, but we do not
include those enrollees in the chart below.

W
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Source: Centers for Medicare & Medicaid Services

Children’s Health Insurance Program. CHIP experienced low enrollment rates in the early
vears of the program. Despite extensive outreach and streamlining of application procedures,
only 60 percent of eligible children participated in CHIP fully five years after states began
impiementing their CHIP programs in 1998. At that point the program reached an enrollment
plateau. Currently, CHIP, combined with Medicaid, reaches 86 percent of all eligible children.

Final Enroliment 8,
g4 s eE

Source: Centers for Medicare & Medicaid Services
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Looking forward, the Department expects that Marketplace enroliment will start slowly, with
peaks in December 2013 (shortly before benefits begin January 1) and March 2014 (at the end of
open enrollment). There is a three-month lag between the beginning of open enrollment on
October 1, 2013, and January 1, 2014 when Marketplace benefits begin. As a result, the
Department anticipates the enrollment trend will start gradually, with low enreliment in the first
two months of open enrollment (October 2013 and November 2013). Enrollment activity is
expected to increase in December in anticipation of coverage starting January I, 2014 and again
in March as the March 31, 2014 deadline for open enrollment approaches.
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APPENDIX D: CONSUMER AWARENESS OF THE MARKETPLACE

National surveys show that awareness of the Marketplaces increased over the month of October,
and nearly one in five Americans who is uninsured or covered by individual market insurance
has visited the Marketplace to shop for a plan.

A Commonwealth Fund survey conducted Oct. 9.2711 polied adults (ages 19-64) who are
uninsured or have individual coverage and found:

s Most (60 percent) are aware of the Marketplace.
o 53 percent are aware that financial support is available for Marketplace coverage.
o 17 percent have visited the Marketplace.

e Most (58 percent) said they are very likely or somewhat {ikely to go or go back to visit
the Marketplace before the end of open enroliment on March 31, 2014 to enroll in a plan
or to apply for a premium tax credit or for Medicaid.

e Of those who have visited the Marketplace, 21 percent enrolled in a plan,
o 47 percent tried to find out if they were eligible for financial assistance (through
APTCs or CSRs) or Medicaid.
o 27 percent rated their Marketplace experience excellent or good, and 70 percent
said it was fair or poor.
o 56 percent said it was difficult, very difficult, or impossible to find a plan with the
type of coverage they needed; 38 percent said it was somewhat easy or very easy.

s Ofthose who did not enroll in October, the most frequently cited reasons were: not being
certain they could afford a plan (48 percent), still trying to decide on a plan (46 percent),
and thinking deductibles and copayments were too high (42 percent).

The polling firm Gallup found in its October surveys:

s Among all uninsured adults, 18 percent have visited or attempted to visit the online
Marketplace. Among uninsured adults who are planning to obtain or who have already
obtained coverage Lhrough the Marketplace, 22 percent have visited or attempted to visit
the online Marketplace. ~

e The share of the uninsured who consider themselves familiar with the Marketplace was
larger at the end of October (27 percent) than at the end of September (25 percent). 13

According to a national survey by the Pew Research Center, conducted Oct. 9-13,"™ awareness
of the Marketplaces is higher in states that are involved in running their Marketplaces:

' http://www.commonwealtifund.org/Publications/Data-Briefs/2013/Nov/Americans-Experiences-
Marketplaces.aspx

' Poll conducted Oct. 23- Nov. 6. http://www. gallup.com/poll/165776/uninsured-americans-ignoring-health-
exchange-sites.aspx

% The Qctober poll was conducted Qct. 18-29, 2013. http://www.gallup.com/poll/ 165668/ uninsured-aware-health-
nsurance-requirement.aspx

“ hitp://www.people-press.org/2013/10/2 L/public-registers-bumpy-launch-of-health-care-exchange-websites/

P
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o In the 24 states (including D.C.) with State-based Marketplaces or state-federal
Partnership Marketplaces, 72 percent are aware that a Marketplace is available.

s Inthe 27 states that have federally-run Marketplaces, 59 percent are aware that a
Marketplace is available in their state.
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