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New Consumer Health Insurance Exchange Options Likely to Vary by State

The Affordable Care Act (ACA) provisions regarding
the establishment of Affordable Insurance Exchanges or
Health Insurance Marketplaces (Exchanges) will soon
come to fruition when enrollment officially opens on
October 1, 2013. The Exchanges were envisioned as an
opportunity to provide consumers with more choices in
health insurance carriers, as well as more competitive
premiums. Refer to previous Health Capital Topics
articles regarding various aspects of the Exchange
program from its inception through its various stages of
development (published in November, 2010; July, 2011;
April, 2012; July, 2012; and March, 2013issues).

The Centers for Medicare and Medicaid Services
(CMS) published its newly proposed rules regarding the
Exchanges on June 19, 2013." The proposed rules focus
on establishing guidelines to ensure consistent
compliance of all entities with the Department of Health
and Human Services (HHS) operational; cost; and,
quality standards for the insurance market.> Several of
the new provisions discuss developing HHS oversight
for the overall program integrity of health insurance
carriers in both federally- and state-facilitated
Exchanges, with specific mention of controls for
premium stabilization; risk adjustment; and, advance
payment programs.  Despite the increased federal
oversight, the proposed rule also allows for increased
State autonomy and flexibility in operating State-based
Small Business Heath Options Programs (SHOP).?

On May 30, 2013, the Obama Administration released
early data regarding the estimated insurance provider
competition, consumer choice and coverage for the
Exchanges.” In the release, it was estimated that
approximately 80% of potential enrollees will have the
option to choose coverage from at least five insurers.” In
addition, the U.S. Office of Personnel Management
(OPM), responsible for establishing a multi-state plan
program, is reviewing over 200 proposed health plans;
at least 31 states will offer multi-state insurance plans
beginning in 2014, and all 50 states will offer such
coverage by 2017.° Prior to the exchange opening in
October, both federal and state entities will continue to
review exchange applications; lists of approved
premiums will be publicly posted by September for
consumer review.’

Despite this data, The Henry J. Kaiser Family
Foundation noted in a June news article that several
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well-read news sources across the country have
published articles and posed questions regarding the
potential variance in health insurance coverage and
range of choices related to the Exchanges.® Under the
Exchanges, insurers must find a balance between
lowering premiums to remain competitive, and enrolling
enough beneficiaries to cover the deficit caused by more
competitive premium rates. There is potential that larger
established health plans, e.g. Blue Cross Blue Shield,
Kaiser Permanente, etc. will remain active in several
markets, but that other companies may hesitate to enter
markets in which a large consumer base isn’t already in
existence.” However, as the ACA regulation encourages
new health insurer applicants, it’s unsurprising that at
least one new insurance company has been reported to
plan offering individual coverage in 75% of states with
a federally-run exchange program.’® These predictions
may leave consumers in some markets with few choices
in Exchange health plans.

Since entity coverage through the Exchanges is still
largely determined by state dedication of resources and
support, it is expected that consumer choice in the
Exchanges will vary dramatically by state when the
market opens in October. Although potential variation
exists across different markets, it is pertinent to consider
that in 2012 at least 85% of individual health insurance
in 11 states was covered by the two largest insurers, and
in 29 states, more than 50% of all individual insurance
enrollees were covered by a single insurance issuer.'
Given the relatively apparent market monopolies of
certain large insurers in the past, and despite the
potential limitations of the proposed Exchange program,
it remains to be seen whether the new program will
prove to be of benefit or detriment to consumers.
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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.
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Robert James Cimasi, MHA, ASA, FRICS, MCBA, AVA, 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 Intuition 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, Il & Ill [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" will be published by John Wiley & Sons in
the Fall of 2013.

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.

Anne P. Sharamitaro, Esq., is the Executive Vice President & General
Counsel of HEALTH CAPITAL CONSULTANTS (HCC), where she focuses on
the areas of Certificate of Need (CON); regulatory compliance, managed care,
and antitrust consulting. Ms. Sharamitaro is a member of the Missouri Bar and
holds a J.D. and Health Law Certificate from Saint Louis University School of
Law, where she served as an editor for the Journal of Health Law, published by
the American Health Lawyers Association. Ms. Sharamitaro has presented
healthcare industry related research papers before Physician Hospitals of
America and the National Association of Certified Valuation Analysts and co-
authored chapters in “Healthcare Organizations: Financial Management
Strategies,” published in 2008.
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