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Catch Up On What’s Happening with Health Insurance Exchanges 

The reaction to the Supreme Court’s decision this summer to uphold the Accountable Care Act 
(aka Health Reform) has calmed down now. And it we know that the November 6, 2012 
election may, indeed, have an impact on how health reform moves forward. But for now, health 
reform is what it is and implementation and planning is moving forward. 

Perhaps one of the most important provisions of health reform is the establishment of health 
insurance exchanges at the state or regional level. These exchanges are a cornerstone of the 
ACA’s goals to achieve universal access to health insurance. Exchanges are designed to: 

 Move markets toward more individual choice for consumers and more competition 
among health plans; and 

 Have the potential to solve the problems of the individual and small business insurance 
markets by normalizing the risk pool through mandating individual coverage and 
requiring that insurance carriers accept all applicants. 

There are two types of exchanges: 

 A state-sponsored exchange to serve: 
o Individuals purchasing health insurance for themselves and their families; and 
o Small businesses through The Small Business Health Options Program (SHOP)  

 The Federal Fallback exchange, that will step in and provide exchange services if a 
State does not establish its own exchange.   

If you are like me, I keep hearing 
in the media that many states 
were waiting for the results of the 
November 6, 2012 election to 
decide how, or even “if”, to move 
forward with implementing their 
health insurance exchange. But, 
as you can see in this table, if 
they waited until then, they had a 
lot of work ahead of them in a 
very short-time period. 

The rest of the time-frame is equally aggressive and daunting for those states that have 
waited. The official position of the State of Tennessee is to continue to advocate for the repeal 
of health reform and, therefore, there is no official position on whether or not Tennessee will 

Action Deadline 
States must let HHS know if they 
will establish their own health 
insurance exchange 

November 16, 2012

HHS will certify those states that 
are “ready” to operate exchanges 
by plan year starting 2014 

January 1, 2013 

First open enrollment period 
begins for exchanges 

October 1, 2013 

Exchanges are fully operational January 1, 2014 
Exchanges must be self-
sustaining 

January  1, 2015 
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establish its own health insurance exchange. However, Tennessee has established an 
Insurance Exchange Planning Initiative to prepare for a state-sponsored exchange, should that 
option be chosen. Check out the Initiative’s October 2011 publication, Best Alternative to a 
Federal Insurance Exchange in Tennessee: Summary of Stakeholder Input at 
www.tn.gov/nationalhealthreform/exchange.shtml , to see the “suggestions” for how an 
exchange may be organized and implemented in Tennessee should one be established. 

So, what could an exchange look like in Tennessee if one is established? 

Design Issues for a Tennessee Exchange 

There are several important design issues that must be resolved about the exchange. Here is 
how Tennessee is considering moving forward on those issues. 

Design Issue Tennessee Direction 

Establish own exchange or rely on 
federal fall-back exchange  

Establish own exchange. The exchange 
will have responsibility for some TennCare 
processes, which the State will want to 
manage itself.  

Governed by State Agency or 
independent entity  

State Agency (with an advisory committee). 
Speed to implementation and TennCare 
responsibilities support pulling the 
exchange into an existing state agency. 

Combine risk pools for Individual and 
SHOP exchanges or keep separate  

Keep separate  

Selecting benchmark plan for “Essential 
Health Benefits”  

No publicly released direction yet  

Exchange as an active purchaser or 
allow all qualified health plans  

All qualified health plans. Being certain that 
there are enough plans that choose to 
participate in the exchange is important in 
the state.  

 

As you can see, Tennessee is likely to take a conservative and, perhaps, cautious  approach 
to exchange design, keeping exchange governance and management within the state 
government and ensuring that there are ample numbers of plans participating in the exchange.
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Key Characteristics of a Tennessee SHOP Exchange 

In addition to design, issues there are key decisions that must be made about how the 
exchange operates. Here is how Tennessee is considering structuring the Small Business 
Health Options Program (SHOP) exchange itself. 

Key  Characteristic  Tennessee Direction  

Eligible employers  Employers with: 
<51 employees through  plan years  before 2016  
<101 employees plan year 2016 
All employers in plan year 2017 and beyond  

Benefit design  Unlimited options in the SHOP exchange. More than likely, 
there will be a limitation on the number of benefit designs in 
the individual exchange to reduce confusion during the 
enrollment process. 

Insurance agents  Employers using the SHOP exchange will be required to use 
an insurance agent during the first two years of the SHOP. The 
commission is negotiated by the employer and the agent, and 
not set by the exchange. 
Employer/Agent negotiate commission  

Plan choice  Employers can offer their  employees a single plan option in 
the SHOP exchange 
or 
Employers can offer employees several or all of the plans in 
the exchange  

Wellness incentives  Incentives are allowed for HRA completion; biometric 
screening; normal BMI, cholesterol, blood pressure, blood 
sugar  

Geographic rating areas  There will be multiple based on patterns of care and cost. This 
ensures that the lower cost parts of the state will not be 
subsidizing the higher cost parts of the state.  
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Exchange Impact on Employers 

Employers will be impacted by exchanges, even if you and your employees are not directly 
participating in the exchange. For example: 

 Employers are required to notify employees about the existence of the exchange 
(including contact information) and whether the employer-sponsored health benefit plan 
is less than 60% actuarial value. 

 If you have employees that seek coverage through the exchange, you will have to 
provide information for the exchange to use to determine your employee’s eligibility for a 
tax credit 

 If you have an employee that purchases insurance through the exchange and is eligible 
for and receives a federal subsidy because the insurance you offered them is greater 
than 9.5% of their income or does not meet the actuarial value of “essential health 
benefits”, you will pay a penalty. 

As you can see, it is critical for you to keep up-to-date on how the exchange is rolling out in 
Tennessee. You and your employees and their families will be impacted and you need to be 
prepared to meet your obligations as well as to help your employees understand these new 
exchanges and how they are impacted as well. 

Thank you to the National Business Coalition on Health for providing many of the details about 
health reform included in this article. 
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