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The first three articles of this four-part series on Health 

Insurance Exchanges explored issues pertinent to 

beneficiaries and insurers in light of the opening of the 

Federal Health Insurance Marketplace, as well as other 

health insurance options, such as Consumer Operated 

and Oriented Plans (CO-OPs) and Employer Insurance 

Plans. This fourth and final installment discusses the 

expected changes for the Health Insurance Exchanges 

in enrollment year 2015, as well as the issues pertinent 

to consumers as the open enrollment period approaches 

in November 2014. 

An expected 35 states will be relying on the federal 

government to run their health insurance exchanges in 

2015, down from 36 in 2014.
1
 Idaho and New Mexico 

are setting up state-run health insurance exchanges, 

while Oregon is shutting down its state-run exchange 

due to technical difficulties with its marketplace 

website, and the website’s resulting inability to enroll a 

single resident in a health insurance plan.
2
 At the end of 

the open enrollment for 2014, the federal healthcare 

exchange site, healthcare.gov, experienced a higher 

success rate for enrollment than many state exchanges, 

which had technical difficulties and enrollment issues.
3
 

These difficulties deterred many other states from 

setting up their own state exchanges for enrollment year 

2015, although some state governments are still 

expected to implement state exchanges by 2016.
4
 Since 

the passage of the Patient Protection and Affordable 

Care Act (ACA), states have received $4.8 billion in 

grant funding for the establishment of state exchanges 

from three sources: 

(1) Planning grants, which were awarded in the 

amount of $1 million to 49 states and DC, to help 

provide resources towards planning for state 

exchanges;  

(2)  Exchange establishment grants, which assisted 

states who had made some progress from the 

planning grants, or were further along in the 

process of establishing an exchange; and,  

(3) Early innovator grants, which were designed to 

assist states with the implementation of 

information technology systems, and have been 

awarded seven times.
5
 

However, states will likely face funding challenges in 

2015, as the ACA requirement for these exchanges to be 

financially self-sufficient goes into effect January 1, 

2015, and the U.S. Department of Health and Human 

Services (HHS) will no longer award the 

aforementioned grants.
6
  

 The open enrollment period for 2015 will begin on 

November 15, 2014, and close on February 15, 2015.
7
 

During this new enrollment period, 13 million 

consumers are expected to enroll in health insurance 

exchanges, a significant increase over the 8 million 

consumers that enrolled in 2014.
8
 The opening date for 

2015 enrollment was delayed by a full month from the 

original date of October 15, 2014, which has caused 

some political turmoil, as the enrollment period will 

now open 11 days after Election Day.
9
 This extension 

was implemented to give insurance companies more 

time to evaluate the pool of customers from 2014, i.e., 

to determine the demographics of their insured 

population as well as any associated risks.
10

 Even with a 

surge in younger and healthier enrollees toward the end 

of the 2014 enrollment period,
11

 some insurers have 

found an older-than-expected population demographic, 

which negatively affects the risk pool, and could lead to 

higher premiums in 2015.
12

  

Pricewaterhouse Coopers has reported preliminary 

estimates of health insurance rates for 2015, which 

reflect an 8% rate increase, on average.
13

  However, the 

figures vary widely by state, as health insurance rates in 

Arizona and Colorado are estimated to decrease by 

23%, while health insurance rates in Arkansas are 

expected to increase by 50%.
14

 One provision in the 

ACA was developed specifically to curb such rate hikes, 

specifically through enforcement of rate reviews. Rate 

reviews ensure that any increase of 10% or more 

undergoes a scrutinized review to ensure that it is based 

on solid evidence and reasonable cost assumptions.
15

 

All but five states currently conduct their own rate 

reviews, and thus experience variability in deference 

between states.
16

 Accordingly, as regulators review the 

current proposed rate figures, the wide variance is 

expected to decrease.
17

 Additional changes for 2015 

were outlined in the final rule, Exchange and Insurance 

Market Standards for 2015 and Beyond, published in 

May of 2014.
18

  Some of the more pressing issues to 

consumers are discussed below, and include:  
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(1) The role of navigators;  

(2) Premium stabilization programs;  

(3) The Small Business Health Options Program 

(SHOP); and, 

(4)  Auto-renewal of exchange health insurance 

policies.
19

 

Navigators, Certified Application Counselors (CACs), 

and non-navigator assisters augment the traditional 

agents and brokers by assisting consumers with the 

insurance exchange enrollment process.
20

 The Final 

Rule issued by Centers for Medicare and Medicaid 

Services (CMS) on navigators “lessens state control 

over navigators by preempting state laws, or portions of 

them, if they ‘prevent the application of the provisions 

of Title I of the Affordable Care Act’.”
21

 This provision 

is intended to restrict states from implementing any laws 

which would inhibit navigators from the completion of 

their federal duties. CMS stated, “Congress made clear 

that while states continue to have authority to enact 

laws that affect programs established under the 

Affordable Care Act, that authority is not unlimited.”
22

  

This effectively ensures that navigators will be able to 

provide information to customers which is fair, 

impartial, and in their best interest.
23

   

Another important change involves the premium 

stabilization programs. These programs include the 

temporary reinsurance program, the temporary risk-

corridor program and the permanent risk-adjustment 

program.
24

 The risk-corridor program was implemented 

as a budget neutral measure, providing subsidies to 

insurers with overly expensive client populations and 

assessing payments to those with a healthier population. 

For 2015, the risk-corridor program will receive a 2% 

increase for administrative costs and the profit margin 

floor.
25

 These changes adjust the formula used to 

determine the size of subsidies to be paid to or deducted 

from the insurer, allowing for increases in payments to 

insurers with decreasing assessments.
26

  

Additionally, employee choice and premium 

aggregation will be permitted in the federal SHOP 

exchange in 2015, which allows employers to give 

employees a choice in health plans at a designated 

actuarial, or “metal”, level which the employer selects, 

also known as  the “employee choice model.”
27

 Premium 

aggregation allows the employer to pay one aggregate 

payment to the health plan providers based on the total 

number of employees enrolled.
28

 In order to ease the 

transition to this model, a clause was added which 

allows State Insurance Commissioners to appeal the 

employee choice option in their state if concrete 

evidence is provided which delineates how a delay in 

employee choice until 2016 would be in the best interest 

of small business employers and employees.
29

  

The Final Rule on ACA Annual Eligibility 

Redeterminations for Exchange Participants was 

released by the Centers for Medicare & Medicaid 

Services (CMS) on September 2, 2014, and provided 

guidance on eligibility reporting procedures, as well as 

policies for auto-renewing insurance plans, in most 

cases.
30

 For consumers, auto-renewal in the same 

insurance plan for the 2015 enrollment period may 

cause significant issues. If enrollees auto-renew, with no 

changes to their policy, they will receive the same dollar 

amount of federally provided subsidies that they 

received in 2014.
31

 Industry experts warn that the levels 

of subsidies applied in 2014 could be dated and 

incorrect for the 2015 enrollment period, with expected 

changes to premiums for many insurers.
32

 These 

changes will likely affect which plans are the 

“benchmark plans,” the second-lowest priced Silver 

plan, which, in turn, affects the dollar amount of 

subsidies to be provided.
33

 Therefore, if the “benchmark 

plan” has higher costs in 2015, an individual who auto-

renews will not get the larger subsidy that they 

previously received in 2014, and the individual will 

have to pay more out-of-pocket.
34

 Avalere Health 

reported that “Automatic re-enrollment could 

conceivably mean people will pay more in premiums 

unless they proactively take steps to comparison 

shop,”
35

 and that, “[b]efore consumers renew their 2014 

plan, they should consider the trade-off between 

continuity of care and lower monthly premiums.”
36

 

Overall, the most prominent changes that consumers are 

likely to notice with the 2015 health insurance 

exchanges are the potential changes in premiums, and 

issues surrounding auto-renewal for existing policies. 

As the 2015 open-enrollment period draws nearer, 

consumers would be well-served to closely examine 

their health insurance needs, and evaluate what 

insurance plan best satisfies those needs.  

                                                 
1      "Most States to Rely on Federal Website for 2015 Enrollment" 

By Phil Galewitz, Kaiser Health News, April 24, 2014, 
http://www.kaiserhealthnews.org/Stories/2014/April/24/two-

states-likely-to-set-up-own-exchange-for-2015.aspx (Accessed 

8/27/14). 
2      Ibid. 

3      Ibid. 

4      Ibid. 
5      "Federal Funding for Health Insurance Exchanges" By Annie L. 

Mach and C. Stephen Redhead, Congressional Research Service, 
July 28, 2014, http://fas.org/sgp/crs/misc/R43066.pdf (Accessed 

9/3/14). 

6      Ibid. 
7   "Important Marketplace deadlines: 2015 Open Enrollment" 

HealthCare.gov, https://www.healthcare.gov/what-key-dates-do-

i-need-to-know/2015/ (Accessed 8/27/14). 
8   "Implementing Health Reform: A Summary Health Insurance 

Marketplace Enrollment Report" By Timothy Jost, HealthAffairs 

Blog, May 1, 2014, 
http://healthaffairs.org/blog/2014/05/01/implementing-health-

reform-a-summary-health-insurance-marketplace-enrollment-

report/ (Accessed 8/27/14); "Insurance Coverage Provisions of 
the Affordable Care Act-CBO's April 2014 Baseline" 

Congressional Budget Office, April 2014, 

http://www.cbo.gov/sites/default/files/cbofiles/attachments/4390
0-2014-04-ACAtables2.pdf (Accessed 8/27/14). 

9     "Obama Administration Delays Open-Enrollment Period for 2015 

Coverage" By Paul Demko, Modern Healthcare: Healthcare 
Business News, November 22, 2013, 

http://www.modernhealthcare.com/article/20131122/NEWS/311

229973 (Accessed 8/27/14). 



 

 

© HEALTH CAPITAL CONSULTANTS   (Continued on next page) 

                                                                             
10    Ibid. 

11    Jost, May 1, 2014. 
12    "Drivers of 2015 Health Insurance Premium Changes" American 

Academy of Actuaries Issue Brief, June 2014, 

http://actuary.org/files/2015_Premium_Drivers_Updated_06041
4.pdf (Accessed 8/27/14). 

13   "A Preliminary Look at 2015 Individual Market Rate Filings" 

Price Waterhouse Cooper: Health Research Institute, August 15, 
2014, http://www.pwc.com/us/en/health-industries/health-

research-institute/aca-state-exchanges.jhtml (Accessed 8/27/14). 

14    Ibid. 
15  "Review of Insurance Rates" The Center for Consumer 

Information & Insurance Oversight: CMS.gov, 

http://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-
Insurance-Market-Reforms/Review-of-Insurance-Rates.html 

(Accessed 9/3/14). 

16    “State Effective Rate Review Programs,” Center for Medicare & 
Medicaid Services, January 1, 2014, 

http://www.cms.gov/CCIIO/Resources/Fact-Sheets-and-

FAQs/rate_review_fact_sheet.html (Accessed 9/16/14). 
17    Price Waterhouse Cooper, August 15, 2014. 

18  "Patient Protection and Affordable Care Act; Exchange and 

Insurance Market Standards for 2015 and Beyond: Final Rule" 
Department of Health and Human Services, May 16, 2014, 

http://www.cms.gov/CCIIO/Resources/Regulations-and-
Guidance/Downloads/508-CMS-9949-F-OFR-Version-5-16-

14.pdf (Accessed 9/3/14). 

19    Jost, May 1, 2014. 
20    "In-Person Assistance in the Health Insurance Marketplaces" The 

Center for Consumer Information & Insurance Oversight: 

CMS.gov, http://www.cms.gov/CCIIO/Programs-and-
Initiatives/Health-Insurance-Marketplaces/assistance.html 

(Accessed 9/3/14). 

21    "CMS Issues Final Rule on Navigators, Risk Corridors for 2015" 
By Virfil Dickson and Paul Demko, Modern Healthcare: 

Healthcare Business News, May 16, 2014, 

http://www.modernhealthcare.com/article/20140516/NEWS/305
169940 (Accessed 8/27/14). 

22     Ibid. 

23     Ibid. 
24  "Implementing Health Reform: Final 2015 Exchange and 

Insurance Market Standards Rule" By Timothy Jost, May 17, 

2014, HealthAffairs Blog, 
http://healthaffairs.org/blog/2014/05/17/implementing-health-

reform-final-2015-exchange-and-insurance-market-standards-

rule/ (Accessed 8/27/14). 
25    Ibid. 

26    Dickson, May 16, 2014.  

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 

                                                                             
27    "Small Business Health Options Program (SHOP)" The Center 

for Consumer Information & Insurance Oversight: CMS.gov, 
http://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-

Insurance-Marketplaces/2015-Transition-to-Employee-Choice-

.html (Accessed 9/3/14); "FF-SHOP to Delay Employee Choice 
and Premium Aggregations; MNsure to Proceed" Medica 

Reform Resources, April 11, 2013, 

https://www.medicahealthreform.com/exchangesonline-
marketplaces/ff-shop-delays-employee-choice/ (Accessed 

9/3/14). 

28  "FF-SHOP to Delay Employee Choice and Premium 
Aggregations; MNsure to Proceed" Medica Reform Resources, 

April 11, 2013, 

https://www.medicahealthreform.com/exchangesonline-
marketplaces/ff-shop-delays-employee-choice/ (Accessed 

9/3/14). 

29    Jost, May 17, 2014.  
30     "Patient Protection and Affordable Care Act; Annual Eligibility 

Redeterminations for Exchange Participation and Insurance 

Affordability Programs; Health Insurance Issuer Standards 
Under the Affordable Care Act, Including Standards Related to 

Exchanges" Vol.79, No.172, Federal Register, p. 52994-53006 

(September 5, 2014). 
31     "Why automatic renewal of 2015 health coverage may backfire" 

BY Ricardo Alonso-Zaldivar, Associated Press, PBS NewsHour: 
The Rundown, July 27, 2014, 

http://www.pbs.org/newshour/rundown/plan-simplify-2015-

health-renewals-may-backfire/ (Accessed 8/28/14). 
32    Ibid.  

33  "Pitfalls Emerge in Health Insurance Renewals" By Michael 

Ollove, The Pew Charitable Trusts: Research & Analysis: 
Stateling, July 25, 2014, http://www.pewtrusts.org/en/research-

and-analysis/blogs/stateline/2014/07/25/pitfalls-emerge-in-

health-insurance-renewals (Accessed 9/3/14); "Exchange Plan 
Renewals: Many Consumers Face Sizeable Premium Increases 

in 2015 Unless they Switch Plans" By Elizabeth Carpenter, 

Avalere, June 26, 2014, http://avalere.com/expertise/managed-
care/insights/exchange-plan-renewals-many-consumers-face-

sizeable-premium-increases-in-20 (Accessed 9/3/14). 

34    Ibid.  
35    Ibid.  

36     "Most can auto-enroll for insurance, but should they?" By Jayne 

O'Donnell, USA Today, June 26, 2014, 
http://www.usatoday.com/story/news/nation/2014/06/26/obamac

are-auto-enrollment-rates-exchanges/11418149/ (Accessed 

9/3/14); "Exchange Plan Renewals: Many Consumers Face 
Sizeable Premium Increases in 2015 Unless they Switch Plans" 

By Elizabeth Carpenter, Avalere, June 26, 2014, 

http://avalere.com/expertise/managed-care/insights/exchange-
plan-renewals-many-consumers-face-sizeable-premium-

increases-in-20 (Accessed 9/3/14). 



 

 

Robert James Cimasi, MHA, ASA, FRICS, MCBA, CVA, CM&AA, serves as Chief 

Executive Officer of HEALTH CAPITAL CONSULTANTS (HCC), a nationally recognized 

healthcare financial and economic consulting firm headquartered in St. Louis, MO, serving 

clients in 49 states since 1993.        Mr. Cimasi has over thirty years of experience in serving 

clients, with a professional focus on the financial and economic aspects of healthcare service 

sector entities including: valuation consulting and capital formation services; healthcare 

industry transactions including joint ventures, mergers, acquisitions, and divestitures; 

litigation support & expert testimony; and, certificate-of-need and other regulatory and policy planning 

consulting. 
 

Mr. Cimasi holds a Masters in Health Administration from the University of Maryland, as well as several 

professional designations: Accredited Senior Appraiser (ASA – American Society of Appraisers); Fellow 

Royal Institution of Chartered Surveyors (FRICS – Royal Institute of Chartered Surveyors); Master Certified 

Business Appraiser (MCBA – Institute of Business Appraisers); Accredited Valuation Analyst (AVA – 

National Association of Certified  Valuators and Analysts); and, Certified Merger & Acquisition Advisor 

(CM&AA – Alliance of Merger & Acquisition Advisors). He has served as an expert witness on cases in 

numerous courts, and has provided testimony before federal and state legislative committees. He is a 

nationally known speaker on healthcare industry topics, the author of several books, the latest of which 

include: “Accountable Care Organizations: Value Metrics and Capital Formation” [2013 - Taylor & Francis, 

a division of CRC Press], “The Adviser’s Guide to Healthcare” – Vols. I, II & III [2010 – AICPA], and “The 

U.S.  Healthcare Certificate of Need Sourcebook” [2005 - Beard Books]. His most recent book, entitled 

"Healthcare Valuation: The Financial Appraisal of Enterprises, Assets, and Services" was published by John 

Wiley & Sons in March 2014. 
 

Mr. Cimasi is the author of numerous additional chapters in anthologies; books, and legal treatises; published 

articles in peer reviewed and industry trade journals; research papers and case studies; and, is often quoted by 

healthcare industry press. In 2006, Mr. Cimasi was honored with the prestigious “Shannon Pratt Award in 

Business Valuation” conferred by the Institute of Business Appraisers.       Mr. Cimasi serves on the Editorial 

Board of the Business Appraisals Practice of the Institute of Business Appraisers, of which he is a member of 

the College of Fellows. In 2011, he was named a Fellow of the Royal Institution of Chartered Surveyors 

(RICS). 
  

Todd A. Zigrang, MBA, MHA, ASA, FACHE, is the President of HEALTH CAPITAL 

CONSULTANTS (HCC), where he focuses on the areas valuation and financial analysis for 

hospitals and other healthcare enterprises. Mr. Zigrang has significant physician integration 

and financial analysis experience, and has participated in the development of a physician-

owned multi-specialty MSO and networks involving a wide range of specialties; physician-

owned hospitals, as well as several limited liability companies for the purpose of acquiring 

acute care and specialty hospitals, ASCs and other ancillary facilities; participated in the 

evaluation and negotiation of managed care contracts, performed and assisted in the valuation of various 

healthcare entities and related litigation support engagements; created pro-forma financials; written business 

plans; conducted a range of industry research; completed due diligence practice analysis; overseen the 

selection process for vendors, contractors, and architects; and, worked on the arrangement of financing. 
  

Mr. Zigrang holds a Master of Science in Health Administration and a Masters in Business Administration 

from the University of Missouri at Columbia. He is a Fellow of the American College of Healthcare 

Executives, and serves as President of the St. Louis Chapter of the American Society of Appraisers (ASA). 

He has co-authored “Research and Financial Benchmarking in the Healthcare Industry” (STP Financial 

Management) and “Healthcare Industry Research and its Application in Financial Consulting” (Aspen 

Publishers). He has additionally taught before the Institute of Business Appraisers and CPA Leadership 

Institute, and has presented healthcare industry valuation related research papers before the Healthcare 

Financial Management Association; the National CPA Health Care Adviser’s Association; Association for 

Corporate Growth; Infocast Executive Education Series; the St. Louis Business Valuation Roundtable; and, 

Physician Hospitals of America. 

  

 Matthew J. Wagner, MBA, CFA, is Senior Vice President of HEALTH CAPITAL 

CONSULTANTS (HCC), where he focuses on the areas of valuation and financial analysis. 

Mr. Wagner has provided valuation services regarding various healthcare related enterprises, 

assets and services, including but not limited to, physician practices, diagnostic imaging 

service lines, ambulatory surgery centers, physician-owned insurance plans, equity purchase 

options, physician clinical compensation, and healthcare equipment leases. 

 

 John R. Chwarzinski, MSF, MAE, is Vice President of HEALTH CAPITAL CONSULTANTS 

(HCC). Mr. Chwarzinski holds a Master’s Degree in Economics from the University of 

Missouri – St. Louis, as well as, a Master’s Degree in Finance from the John M. Olin School 

of Business at Washington University in St. Louis. Mr. Chwarzinski’s areas of expertise 

include advanced statistical analysis, econometric modeling, and economic and financial 

analysis. 

 

Jessica L. Bailey, Esq., is the Director of Research of HEALTH CAPITAL CONSULTANTS 

(HCC), where she conducts project management and consulting services related to the 

impact of both federal and state regulations on healthcare exempt organization transactions 

and provides research services necessary to support certified opinions of value related to the 

Fair Market Value and Commercial Reasonableness of transactions related to healthcare 

enterprises, assets, and services. Ms. Bailey is a member of the Missouri and Illinois Bars 

and holds a J.D. and Health Law Certificate from Saint Louis University School of Law, 

where she served as Fall Managing Editor for the Journal of Health Law and Policy. 

HEALTH CAPITAL 

CONSULTANTS (HCC) is an 

established, nationally recognized 

healthcare financial and economic 

consulting firm headquartered in 

St. Louis, Missouri, with regional 

personnel nationwide. Founded in  

1993, HCC has served clients in 

over 45 states, in providing 

services  including: valuation in all 

healthcare sectors; financial 

analysis, including the  

development of forecasts, budgets 

and income distribution plans; 

healthcare provider related 

intermediary services, including 

integration, affiliation, acquisition 

and divestiture; Certificate of  

Need (CON) and regulatory 

consulting; litigation  support and 

expert witness services; and, 

industry research services for 

healthcare providers and their 

advisors. HCC’s accredited 

professionals are supported by an 

experienced research and library 

support staff to maintain a 

thorough and extensive knowledge 

of the healthcare reimbursement, 

regulatory, technological and 

competitive environment. 

 HCC Home 

 Firm Profile 

 HCC Services 

 HCC Experts 

 Clients Projects 

 HCC News 

 Upcoming Events 

 Contact Us 

 Email Us 

 HCC Home 

 Firm Profile 

 HCC Services 

 HCC Experts 

 Clients & Projects 

 HCC News 

 Upcoming Events 

 Contact Us 

 Email Us 

http://www.healthcarevaluation.com/
http://www.healthcarevaluation.com/
http://www.healthcapital.com/hcc/index.php?option=com_frontpage&Itemid=1
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=12&Itemid=31
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=13&Itemid=27
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=15&Itemid=29
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=14&Itemid=28
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=128&Itemid=5
http://www.healthcapital.com/hcc/index.php?option=com_content&task=category&sectionid=1&id=53&Itemid=2
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=75&Itemid=5
http://www.healthcapital.com/hcc/content/view/177/87/

