
92Sec. 1323 PPACA (Consolidated) 

tion and market concentration in the health insurance market 
in the United States after the implementation of the reforms 
in such market under the provisions of, and the amendments 
made by, this Act. Such study shall include an analysis of new 
issuers of health insurance in such market. 

(2) REPORT.—The Comptroller General shall, not later 
than December 31 of each even-numbered year (beginning with 
2014), report to the appropriate committees of the Congress 
the results of the study conducted under paragraph (1), includ-
ing any recommendations for administrative or legislative 
changes the Comptroller General determines necessary or ap-
propriate to increase competition in the health insurance mar-
ket. 

SEC. 1323. COMMUNITY HEALTH INSURANCE OPTION øSTRICKEN¿. 
øSection stricken by section 10104(m)¿

SEC. 1323 ø42 U.S.C. 18043¿. FUNDING FOR THE TERRITORIES. 
øNew section 1323 inserted by section 1204(a) of HCERA¿
(a) IN GENERAL.—A territory that—

(1) elects consistent with subsection (b) to establish an Ex-
change in accordance with part II of this subtitle and estab-
lishes such an Exchange in accordance with such part shall be 
treated as a State for purposes of such part and shall be enti-
tled to payment from the amount allocated to the territory 
under subsection (c); or 

(2) does not make such election shall be entitled to an in-
crease in the dollar limitation applicable to the territory under 
subsections (f) and (g) of section 1108 of the Social Security Act 
(42 U.S.C. 1308) for such period in such amount for such terri-
tory and such increase shall not be taken into account in com-
puting any other amount under such subsections. 
(b) TERMS AND CONDITIONS.—An election under subsection 

(a)(1) shall—
(1) not be effective unless the election is consistent with 

section 1321 and is received not later than October 1, 2013; 
and 

(2) be contingent upon entering into an agreement between 
the territory and the Secretary that requires that—

(A) funds provided under the agreement shall be used 
only to provide premium and cost-sharing assistance to 
residents of the territory obtaining health insurance cov-
erage through the Exchange; and 

(B) the premium and cost-sharing assistance provided 
under such agreement shall be structured in such a man-
ner so as to prevent any gap in assistance for individuals 
between the income level at which medical assistance is 
available through the territory’s Medicaid plan under title 
XIX of the Social Security Act and the income level at 
which premium and cost-sharing assistance is available 
under the agreement. 

(c) APPROPRIATION AND ALLOCATION.—
(1) APPROPRIATION.—Out of any funds in the Treasury not 

otherwise appropriated, there is appropriated for purposes of 
payment pursuant to subsection (a) $1,000,000,000, to be avail-
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able during the period beginning with 2014 and ending with 
2019. 

(2) ALLOCATION.—The Secretary shall allocate the amount 
appropriated under paragraph (1) among the territories for 
purposes of carrying out this section as follows: 

(A) For Puerto Rico, $925,000,000. 
(B) For another territory, the portion of $75,000,000 

specified by the Secretary. 
SEC. 1324 ø42 U.S.C. 18044¿. LEVEL PLAYING FIELD. 

(a) IN GENERAL.—øAs revised by section 10104(n)¿ Notwith-
standing any other provision of law, any health insurance coverage 
offered by a private health insurance issuer shall not be subject to 
any Federal or State law described in subsection (b) if a qualified 
health plan offered under the Consumer Operated and Oriented 
Plan program under section 1322, or a multi-State qualified health 
plan under section 1334, is not subject to such law. 

(b) LAWS DESCRIBED.—The Federal and State laws described in 
this subsection are those Federal and State laws relating to—

(1) guaranteed renewal; 
(2) rating; 
(3) preexisting conditions; 
(4) non-discrimination; 
(5) quality improvement and reporting; 
(6) fraud and abuse; 
(7) solvency and financial requirements; 
(8) market conduct; 
(9) prompt payment; 
(10) appeals and grievances; 
(11) privacy and confidentiality; 
(12) licensure; and 
(13) benefit plan material or information. 

PART 4—STATE FLEXIBILITY TO ESTABLISH 
ALTERNATIVE PROGRAMS 

SEC. 1331 ø42 U.S.C. 18051¿. STATE FLEXIBILITY TO ESTABLISH BASIC 
HEALTH PROGRAMS FOR LOW-INCOME INDIVIDUALS NOT 
ELIGIBLE FOR MEDICAID. 

(a) ESTABLISHMENT OF PROGRAM.—
(1) IN GENERAL.—The Secretary shall establish a basic 

health program meeting the requirements of this section under 
which a State may enter into contracts to offer 1 or more 
standard health plans providing at least the essential health 
benefits described in section 1302(b) to eligible individuals in 
lieu of offering such individuals coverage through an Exchange. 

(2) CERTIFICATIONS AS TO BENEFIT COVERAGE AND COSTS.—
Such program shall provide that a State may not establish a 
basic health program under this section unless the State estab-
lishes to the satisfaction of the Secretary, and the Secretary 
certifies, that—

(A) in the case of an eligible individual enrolled in a 
standard health plan offered through the program, the 
State provides—
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(i) that the amount of the monthly premium an el-
igible individual is required to pay for coverage under 
the standard health plan for the individual and the in-
dividual’s dependents does not exceed the amount of 
the monthly premium that the eligible individual 
would have been required to pay (in the rating area in 
which the individual resides) if the individual had en-
rolled in the applicable second lowest cost silver plan 
(as defined in section 36B(b)(3)(B) of the Internal Rev-
enue Code of 1986) offered to the individual through 
an Exchange; and 

(ii) that the cost-sharing an eligible individual is 
required to pay under the standard health plan does 
not exceed—

(I) the cost-sharing required under a platinum 
plan in the case of an eligible individual with 
household income not in excess of 150 percent of 
the poverty line for the size of the family involved; 
and 

(II) the cost-sharing required under a gold 
plan in the case of an eligible individual not de-
scribed in subclause (I); and 

(B) the benefits provided under the standard health 
plans offered through the program cover at least the essen-
tial health benefits described in section 1302(b). 

For purposes of subparagraph (A)(i), the amount of the month-
ly premium an individual is required to pay under either the 
standard health plan or the applicable second lowest cost silver 
plan shall be determined after reduction for any premium tax 
credits and cost-sharing reductions allowable with respect to 
either plan. 
(b) STANDARD HEALTH PLAN.—In this section, the term ‘‘stand-

ard heath plan’’ means a health benefits plan that the State con-
tracts with under this section—

(1) under which the only individuals eligible to enroll are 
eligible individuals; 

(2) that provides at least the essential health benefits de-
scribed in section 1302(b); and 

(3) in the case of a plan that provides health insurance 
coverage offered by a health insurance issuer, that has a med-
ical loss ratio of at least 85 percent. 
(c) CONTRACTING PROCESS.—

(1) IN GENERAL.—A State basic health program shall es-
tablish a competitive process for entering into contracts with 
standard health plans under subsection (a), including negotia-
tion of premiums and cost-sharing and negotiation of benefits 
in addition to the essential health benefits described in section 
1302(b). 

(2) SPECIFIC ITEMS TO BE CONSIDERED.—A State shall, as 
part of its competitive process under paragraph (1), include at 
least the following: 

(A) INNOVATION.—Negotiation with offerors of a stand-
ard health plan for the inclusion of innovative features in 
the plan, including—
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(i) care coordination and care management for en-
rollees, especially for those with chronic health condi-
tions; 

(ii) incentives for use of preventive services; and 
(iii) the establishment of relationships between 

providers and patients that maximize patient involve-
ment in health care decision-making, including pro-
viding incentives for appropriate utilization under the 
plan. 
(B) HEALTH AND RESOURCE DIFFERENCES.—Consider-

ation of, and the making of suitable allowances for, dif-
ferences in health care needs of enrollees and differences 
in local availability of, and access to, health care providers. 
Nothing in this subparagraph shall be construed as allow-
ing discrimination on the basis of pre-existing conditions 
or other health status-related factors. 

(C) MANAGED CARE.—Contracting with managed care 
systems, or with systems that offer as many of the at-
tributes of managed care as are feasible in the local health 
care market. 

(D) PERFORMANCE MEASURES.—Establishing specific 
performance measures and standards for issuers of stand-
ard health plans that focus on quality of care and im-
proved health outcomes, requiring such plans to report to 
the State with respect to the measures and standards, and 
making the performance and quality information available 
to enrollees in a useful form. 
(3) ENHANCED AVAILABILITY.—

(A) MULTIPLE PLANS.—A State shall, to the maximum 
extent feasible, seek to make multiple standard health 
plans available to eligible individuals within a State to en-
sure individuals have a choice of such plans. 

(B) REGIONAL COMPACTS.—A State may negotiate a re-
gional compact with other States to include coverage of eli-
gible individuals in all such States in agreements with 
issuers of standard health plans. 
(4) COORDINATION WITH OTHER STATE PROGRAMS.—A State 

shall seek to coordinate the administration of, and provision of 
benefits under, its program under this section with the State 
medicaid program under title XIX of the Social Security Act, 
the State child health plan under title XXI of such Act, and 
other State-administered health programs to maximize the effi-
ciency of such programs and to improve the continuity of care. 
(d) TRANSFER OF FUNDS TO STATES.—

(1) IN GENERAL.—If the Secretary determines that a State 
electing the application of this section meets the requirements 
of the program established under subsection (a), the Secretary 
shall transfer to the State for each fiscal year for which 1 or 
more standard health plans are operating within the State the 
amount determined under paragraph (3). 

(2) USE OF FUNDS.—A State shall establish a trust for the 
deposit of the amounts received under paragraph (1) and 
amounts in the trust fund shall only be used to reduce the pre-
miums and cost-sharing of, or to provide additional benefits 

VerDate 0ct 09 2002 13:03 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00095 Fmt 9001 Sfmt 6601 F:\P11\NHI\COMP\PPACACON.005 HOLCPC

June 9, 2010 



96Sec. 1331 PPACA (Consolidated) 

for, eligible individuals enrolled in standard health plans with-
in the State. Amounts in the trust fund, and expenditures of 
such amounts, shall not be included in determining the 
amount of any non-Federal funds for purposes of meeting any 
matching or expenditure requirement of any federally-funded 
program. 

(3) AMOUNT OF PAYMENT.—
(A) SECRETARIAL DETERMINATION.—

(i) IN GENERAL.—øAs revised by section 
10104(o)(1)¿ The amount determined under this para-
graph for any fiscal year is the amount the Secretary 
determines is equal to 95 percent of the premium tax 
credits under section 36B of the Internal Revenue 
Code of 1986, and the cost-sharing reductions under 
section 1402, that would have been provided for the 
fiscal year to eligible individuals enrolled in standard 
health plans in the State if such eligible individuals 
were allowed to enroll in qualified health plans 
through an Exchange established under this subtitle. 

(ii) SPECIFIC REQUIREMENTS.—The Secretary shall 
make the determination under clause (i) on a per en-
rollee basis and shall take into account all relevant 
factors necessary to determine the value of the pre-
mium tax credits and cost-sharing reductions that 
would have been provided to eligible individuals de-
scribed in clause (i), including the age and income of 
the enrollee, whether the enrollment is for self-only or 
family coverage, geographic differences in average 
spending for health care across rating areas, the 
health status of the enrollee for purposes of deter-
mining risk adjustment payments and reinsurance 
payments that would have been made if the enrollee 
had enrolled in a qualified health plan through an Ex-
change, and whether any reconciliation of the credit or 
cost-sharing reductions would have occurred if the en-
rollee had been so enrolled. This determination shall 
take into consideration the experience of other States 
with respect to participation in an Exchange and such 
credits and reductions provided to residents of the 
other States, with a special focus on enrollees with in-
come below 200 percent of poverty. 

(iii) CERTIFICATION.—The Chief Actuary of the 
Centers for Medicare & Medicaid Services, in consulta-
tion with the Office of Tax Analysis of the Department 
of the Treasury, shall certify whether the methodology 
used to make determinations under this subpara-
graph, and such determinations, meet the require-
ments of clause (ii). Such certifications shall be based 
on sufficient data from the State and from comparable 
States about their experience with programs created 
by this Act. 
(B) CORRECTIONS.—The Secretary shall adjust the 

payment for any fiscal year to reflect any error in the de-
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terminations under subparagraph (A) for any preceding 
fiscal year. 
(4) APPLICATION OF SPECIAL RULES.—The provisions of sec-

tion 1303 shall apply to a State basic health program, and to 
standard health plans offered through such program, in the 
same manner as such rules apply to qualified health plans. 
(e) ELIGIBLE INDIVIDUAL.—

(1) IN GENERAL.—In this section, the term ‘‘eligible indi-
vidual’’ means, with respect to any State, an individual—

(A) who a resident of the State who is not eligible to 
enroll in the State’s medicaid program under title XIX of 
the Social Security Act for benefits that at a minimum con-
sist of the essential health benefits described in section 
1302(b); 

(B) øAs revised by section 10104(o)(2)¿ whose house-
hold income exceeds 133 percent but does not exceed 200 
percent of the poverty line for the size of the family in-
volved, or, in the case of an alien lawfully present in the 
United States, whose income is not greater than 133 per-
cent of the poverty line for the size of the family involved 
but who is not eligible for the Medicaid program under 
title XIX of the Social Security Act by reason of such alien 
status; 

(C) who is not eligible for minimum essential coverage 
(as defined in section 5000A(f) of the Internal Revenue 
Code of 1986) or is eligible for an employer-sponsored plan 
that is not affordable coverage (as determined under sec-
tion 5000A(e)(2) of such Code); and 

(D) who has not attained age 65 as of the beginning 
of the plan year. 

Such term shall not include any individual who is not a quali-
fied individual under section 1312 who is eligible to be covered 
by a qualified health plan offered through an Exchange. 

(2) ELIGIBLE INDIVIDUALS MAY NOT USE EXCHANGE.—An eli-
gible individual shall not be treated as a qualified individual 
under section 1312 eligible for enrollment in a qualified health 
plan offered through an Exchange established under section 
1311. 
(f) SECRETARIAL OVERSIGHT.—The Secretary shall each year 

conduct a review of each State program to ensure compliance with 
the requirements of this section, including ensuring that the State 
program meets—

(1) eligibility verification requirements for participation in 
the program; 

(2) the requirements for use of Federal funds received by 
the program; and 

(3) the quality and performance standards under this sec-
tion. 
(g) STANDARD HEALTH PLAN OFFERORS.—A State may provide 

that persons eligible to offer standard health plans under a basic 
health program established under this section may include a li-
censed health maintenance organization, a licensed health insur-
ance insurer, or a network of health care providers established to 
offer services under the program. 
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(h) DEFINITIONS.—Any term used in this section which is also 
used in section 36B of the Internal Revenue Code of 1986 shall 
have the meaning given such term by such section. 
SEC. 1332 ø42 U.S.C. 18052¿. WAIVER FOR STATE INNOVATION. 

(a) APPLICATION.—
(1) IN GENERAL.—A State may apply to the Secretary for 

the waiver of all or any requirements described in paragraph 
(2) with respect to health insurance coverage within that State 
for plan years beginning on or after January 1, 2017. Such ap-
plication shall—

(A) be filed at such time and in such manner as the 
Secretary may require; 

(B) contain such information as the Secretary may re-
quire, including—

(i) a comprehensive description of the State legis-
lation and program to implement a plan meeting the 
requirements for a waiver under this section; and 

(ii) a 10-year budget plan for such plan that is 
budget neutral for the Federal Government; and 
(C) provide an assurance that the State has enacted 

the law described in subsection (b)(2). 
(2) REQUIREMENTS.—The requirements described in this 

paragraph with respect to health insurance coverage within 
the State for plan years beginning on or after January 1, 2014, 
are as follows: 

(A) Part I of subtitle D. 
(B) Part II of subtitle D. 
(C) Section 1402. 
(D) Sections 36B, 4980H, and 5000A of the Internal 

Revenue Code of 1986. 
(3) PASS THROUGH OF FUNDING.—With respect to a State 

waiver under paragraph (1), under which, due to the structure 
of the State plan, individuals and small employers in the State 
would not qualify for the premium tax credits, cost-sharing re-
ductions, or small business credits under sections 36B of the 
Internal Revenue Code of 1986 or under part I of subtitle E for 
which they would otherwise be eligible, the Secretary shall pro-
vide for an alternative means by which the aggregate amount 
of such credits or reductions that would have been paid on be-
half of participants in the Exchanges established under this 
title had the State not received such waiver, shall be paid to 
the State for purposes of implementing the State plan under 
the waiver. Such amount shall be determined annually by the 
Secretary, taking into consideration the experience of other 
States with respect to participation in an Exchange and credits 
and reductions provided under such provisions to residents of 
the other States. 

(4) WAIVER CONSIDERATION AND TRANSPARENCY.—
(A) IN GENERAL.—An application for a waiver under 

this section shall be considered by the Secretary in accord-
ance with the regulations described in subparagraph (B). 

(B) REGULATIONS.—Not later than 180 days after the 
date of enactment of this Act, the Secretary shall promul-
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gate regulations relating to waivers under this section that 
provide—

(i) a process for public notice and comment at the 
State level, including public hearings, sufficient to en-
sure a meaningful level of public input; 

(ii) a process for the submission of an application 
that ensures the disclosure of—

(I) the provisions of law that the State in-
volved seeks to waive; and 

(II) the specific plans of the State to ensure 
that the waiver will be in compliance with sub-
section (b); 
(iii) a process for providing public notice and com-

ment after the application is received by the Sec-
retary, that is sufficient to ensure a meaningful level 
of public input and that does not impose requirements 
that are in addition to, or duplicative of, requirements 
imposed under the Administrative Procedures Act, or 
requirements that are unreasonable or unnecessarily 
burdensome with respect to State compliance; 

(iv) a process for the submission to the Secretary 
of periodic reports by the State concerning the imple-
mentation of the program under the waiver; and 

(v) a process for the periodic evaluation by the 
Secretary of the program under the waiver. 
(C) REPORT.—The Secretary shall annually report to 

Congress concerning actions taken by the Secretary with 
respect to applications for waivers under this section. 
(5) COORDINATED WAIVER PROCESS.—The Secretary shall 

develop a process for coordinating and consolidating the State 
waiver processes applicable under the provisions of this sec-
tion, and the existing waiver processes applicable under titles 
XVIII, XIX, and XXI of the Social Security Act, and any other 
Federal law relating to the provision of health care items or 
services. Such process shall permit a State to submit a single 
application for a waiver under any or all of such provisions. 

(6) DEFINITION.—In this section, the term ‘‘Secretary’’ 
means—

(A) the Secretary of Health and Human Services with 
respect to waivers relating to the provisions described in 
subparagraph (A) through (C) of paragraph (2); and 

(B) the Secretary of the Treasury with respect to waiv-
ers relating to the provisions described in paragraph 
(2)(D). 

(b) GRANTING OF WAIVERS.—
(1) IN GENERAL.—The Secretary may grant a request for a 

waiver under subsection (a)(1) only if the Secretary determines 
that the State plan—

(A) will provide coverage that is at least as com-
prehensive as the coverage defined in section 1302(b) and 
offered through Exchanges established under this title as 
certified by Office of the Actuary of the Centers for Medi-
care & Medicaid Services based on sufficient data from the 
State and from comparable States about their experience 
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with programs created by this Act and the provisions of 
this Act that would be waived; 

(B) will provide coverage and cost sharing protections 
against excessive out-of-pocket spending that are at least 
as affordable as the provisions of this title would provide; 

(C) will provide coverage to at least a comparable 
number of its residents as the provisions of this title would 
provide; and 

(D) will not increase the Federal deficit. 
(2) REQUIREMENT TO ENACT A LAW.—

(A) IN GENERAL.—A law described in this paragraph is 
a State law that provides for State actions under a waiver 
under this section, including the implementation of the 
State plan under subsection (a)(1)(B). 

(B) TERMINATION OF OPT OUT.—A State may repeal a 
law described in subparagraph (A) and terminate the au-
thority provided under the waiver with respect to the 
State. 

(c) SCOPE OF WAIVER.—
(1) IN GENERAL.—The Secretary shall determine the scope 

of a waiver of a requirement described in subsection (a)(2) 
granted to a State under subsection (a)(1). 

(2) LIMITATION.—The Secretary may not waive under this 
section any Federal law or requirement that is not within the 
authority of the Secretary. 
(d) DETERMINATIONS BY SECRETARY.—

(1) TIME FOR DETERMINATION.—The Secretary shall make 
a determination under subsection (a)(1) not later than 180 
days after the receipt of an application from a State under 
such subsection. 

(2) EFFECT OF DETERMINATION.—
(A) GRANTING OF WAIVERS.—If the Secretary deter-

mines to grant a waiver under subsection (a)(1), the Sec-
retary shall notify the State involved of such determina-
tion and the terms and effectiveness of such waiver. 

(B) DENIAL OF WAIVER.—If the Secretary determines a 
waiver should not be granted under subsection (a)(1), the 
Secretary shall notify the State involved, and the appro-
priate committees of Congress of such determination and 
the reasons therefore. 

(e) TERM OF WAIVER.—No waiver under this section may ex-
tend over a period of longer than 5 years unless the State requests 
continuation of such waiver, and such request shall be deemed 
granted unless the Secretary, within 90 days after the date of its 
submission to the Secretary, either denies such request in writing 
or informs the State in writing with respect to any additional infor-
mation which is needed in order to make a final determination 
with respect to the request. 
SEC. 1333 ø42 U.S.C. 18053¿. PROVISIONS RELATING TO OFFERING OF 

PLANS IN MORE THAN ONE STATE. 
(a) HEALTH CARE CHOICE COMPACTS.—

(1) IN GENERAL.—Not later than July 1, 2013, the Sec-
retary shall, in consultation with the National Association of 
Insurance Commissioners, issue regulations for the creation of 
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health care choice compacts under which 2 or more States may 
enter into an agreement under which—

(A) 1 or more qualified health plans could be offered 
in the individual markets in all such States but, except as 
provided in subparagraph (B), only be subject to the laws 
and regulations of the State in which the plan was written 
or issued; 

(B) the issuer of any qualified health plan to which the 
compact applies—

(i) would continue to be subject to market conduct, 
unfair trade practices, network adequacy, and con-
sumer protection standards (including standards relat-
ing to rating), including addressing disputes as to the 
performance of the contract, of the State in which the 
purchaser resides; 

(ii) would be required to be licensed in each State 
in which it offers the plan under the compact or to 
submit to the jurisdiction of each such State with re-
gard to the standards described in clause (i) (including 
allowing access to records as if the insurer were li-
censed in the State); and 

(iii) must clearly notify consumers that the policy 
may not be subject to all the laws and regulations of 
the State in which the purchaser resides. 

(2) STATE AUTHORITY.—A State may not enter into an 
agreement under this subsection unless the State enacts a law 
after the date of the enactment of this title that specifically au-
thorizes the State to enter into such agreements. 

(3) APPROVAL OF COMPACTS.—The Secretary may approve 
interstate health care choice compacts under paragraph (1) 
only if the Secretary determines that such health care choice 
compact—

(A) will provide coverage that is at least as com-
prehensive as the coverage defined in section 1302(b) and 
offered through Exchanges established under this title; 

(B) will provide coverage and cost sharing protections 
against excessive out-of-pocket spending that are at least 
as affordable as the provisions of this title would provide; 

(C) will provide coverage to at least a comparable 
number of its residents as the provisions of this title would 
provide; 

(D) will not increase the Federal deficit; and 
(E) will not weaken enforcement of laws and regula-

tions described in paragraph (1)(B)(i) in any State that is 
included in such compact. 
(4) EFFECTIVE DATE.—A health care choice compact de-

scribed in paragraph (1) shall not take effect before January 1, 
2016. 
øSubsection (b) stricken by section 10104(p)¿

SEC. 1334 ø42 U.S.C. 18054¿. MULTI-STATE PLANS. 
øSection added by section 10104(q)¿
(a) OVERSIGHT BY THE OFFICE OF PERSONNEL MANAGEMENT.—

VerDate 0ct 09 2002 13:03 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00101 Fmt 9001 Sfmt 6601 F:\P11\NHI\COMP\PPACACON.005 HOLCPC

June 9, 2010 



102Sec. 1334 PPACA (Consolidated) 

(1) IN GENERAL.—The Director of the Office of Personnel 
Management (referred to in this section as the ‘‘Director’’) shall 
enter into contracts with health insurance issuers (which may 
include a group of health insurance issuers affiliated either by 
common ownership and control or by the common use of a na-
tionally licensed service mark), without regard to section 5 of 
title 41, United States Code, or other statutes requiring com-
petitive bidding, to offer at least 2 multi-State qualified health 
plans through each Exchange in each State. Such plans shall 
provide individual, or in the case of small employers, group 
coverage. 

(2) TERMS.—Each contract entered into under paragraph 
(1) shall be for a uniform term of at least 1 year, but may be 
made automatically renewable from term to term in the ab-
sence of notice of termination by either party. In entering into 
such contracts, the Director shall ensure that health benefits 
coverage is provided in accordance with the types of coverage 
provided for under section 2701(a)(1)(A)(i) of the Public Health 
Service Act. 

(3) NON-PROFIT ENTITIES.—In entering into contracts under 
paragraph (1), the Director shall ensure that at least one con-
tract is entered into with a non-profit entity. 

(4) ADMINISTRATION.—The Director shall implement this 
subsection in a manner similar to the manner in which the Di-
rector implements the contracting provisions with respect to 
carriers under the Federal employees health benefit program 
under chapter 89 of title 5, United States Code, including 
(through negotiating with each multi-state plan)—

(A) a medical loss ratio; 
(B) a profit margin; 
(C) the premiums to be charged; and 
(D) such other terms and conditions of coverage as are 

in the interests of enrollees in such plans. 
(5) AUTHORITY TO PROTECT CONSUMERS.—The Director may 

prohibit the offering of any multi-State health plan that does 
not meet the terms and conditions defined by the Director with 
respect to the elements described in subparagraphs (A) 
through (D) of paragraph (4). 

(6) ASSURED AVAILABILITY OF VARIED COVERAGE.—In enter-
ing into contracts under this subsection, the Director shall en-
sure that with respect to multi-State qualified health plans of-
fered in an Exchange, there is at least one such plan that does 
not provide coverage of services described in section 
1303(b)(1)(B)(i). 

(7) WITHDRAWAL.—Approval of a contract under this sub-
section may be withdrawn by the Director only after notice and 
opportunity for hearing to the issuer concerned without regard 
to subchapter II of chapter 5 and chapter 7 of title 5, United 
States Code. 
(b) ELIGIBILITY.—A health insurance issuer shall be eligible to 

enter into a contract under subsection (a)(1) if such issuer—
(1) agrees to offer a multi-State qualified health plan that 

meets the requirements of subsection (c) in each Exchange in 
each State; 
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(2) is licensed in each State and is subject to all require-
ments of State law not inconsistent with this section, including 
the standards and requirements that a State imposes that do 
not prevent the application of a requirement of part A of title 
XXVII of the Public Health Service Act or a requirement of 
this title; 

(3) otherwise complies with the minimum standards pre-
scribed for carriers offering health benefits plans under section 
8902(e) of title 5, United States Code, to the extent that such 
standards do not conflict with a provision of this title; and 

(4) meets such other requirements as determined appro-
priate by the Director, in consultation with the Secretary. 
(c) REQUIREMENTS FOR MULTI-STATE QUALIFIED HEALTH 

PLAN.—
(1) IN GENERAL.—A multi-State qualified health plan 

meets the requirements of this subsection if, in the determina-
tion of the Director—

(A) the plan offers a benefits package that is uniform 
in each State and consists of the essential benefits de-
scribed in section 1302; 

(B) the plan meets all requirements of this title with 
respect to a qualified health plan, including requirements 
relating to the offering of the bronze, silver, and gold levels 
of coverage and catastrophic coverage in each State Ex-
change; 

(C) except as provided in paragraph (5), the issuer pro-
vides for determinations of premiums for coverage under 
the plan on the basis of the rating requirements of part A 
of title XXVII of the Public Health Service Act; and 

(D) the issuer offers the plan in all geographic regions, 
and in all States that have adopted adjusted community 
rating before the date of enactment of this Act. 
(2) STATES MAY OFFER ADDITIONAL BENEFITS.—Nothing in 

paragraph (1)(A) shall preclude a State from requiring that 
benefits in addition to the essential health benefits required 
under such paragraph be provided to enrollees of a multi-State 
qualified health plan offered in such State. 

(3) CREDITS.—
(A) IN GENERAL.—An individual enrolled in a multi-

State qualified health plan under this section shall be eli-
gible for credits under section 36B of the Internal Revenue 
Code of 1986 and cost sharing assistance under section 
1402 in the same manner as an individual who is enrolled 
in a qualified health plan. 

(B) NO ADDITIONAL FEDERAL COST.—A requirement by 
a State under paragraph (2) that benefits in addition to 
the essential health benefits required under paragraph 
(1)(A) be provided to enrollees of a multi-State qualified 
health plan shall not affect the amount of a premium tax 
credit provided under section 36B of the Internal Revenue 
Code of 1986 with respect to such plan. 
(4) STATE MUST ASSUME COST.—A State shall make pay-

ments—
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(A) to an individual enrolled in a multi-State qualified 
health plan offered in such State; or 

(B) on behalf of an individual described in subpara-
graph (A) directly to the multi-State qualified health plan 
in which such individual is enrolled; 

to defray the cost of any additional benefits described in para-
graph (2). 

(5) APPLICATION OF CERTAIN STATE RATING REQUIRE-
MENTS.—With respect to a multi-State qualified health plan 
that is offered in a State with age rating requirements that are 
lower than 3:1, the State may require that Exchanges oper-
ating in such State only permit the offering of such multi-State 
qualified health plans if such plans comply with the State’s 
more protective age rating requirements. 
(d) PLANS DEEMED TO BE CERTIFIED.—A multi-State qualified 

health plan that is offered under a contract under subsection (a) 
shall be deemed to be certified by an Exchange for purposes of sec-
tion 1311(d)(4)(A). 

(e) PHASE-IN.—Notwithstanding paragraphs (1) and (2) of sub-
section (b), the Director shall enter into a contract with a health 
insurance issuer for the offering of a multi-State qualified health 
plan under subsection (a) if—

(1) with respect to the first year for which the issuer offers 
such plan, such issuer offers the plan in at least 60 percent of 
the States; 

(2) with respect to the second such year, such issuer offers 
the plan in at least 70 percent of the States; 

(3) with respect to the third such year, such issuer offers 
the plan in at least 85 percent of the States; and 

(4) with respect to each subsequent year, such issuer offers 
the plan in all States. 
(f) APPLICABILITY.—The requirements under chapter 89 of title 

5, United States Code, applicable to health benefits plans under 
such chapter shall apply to multi-State qualified health plans pro-
vided for under this section to the extent that such requirements 
do not conflict with a provision of this title. 

(g) CONTINUED SUPPORT FOR FEHBP.—
(1) MAINTENANCE OF EFFORT.—Nothing in this section 

shall be construed to permit the Director to allocate fewer fi-
nancial or personnel resources to the functions of the Office of 
Personnel Management related to the administration of the 
Federal Employees Health Benefit Program under chapter 89 
of title 5, United States Code. 

(2) SEPARATE RISK POOL.—Enrollees in multi-State quali-
fied health plans under this section shall be treated as a sepa-
rate risk pool apart from enrollees in the Federal Employees 
Health Benefit Program under chapter 89 of title 5, United 
States Code. 

(3) AUTHORITY TO ESTABLISH SEPARATE ENTITIES.—The Di-
rector may establish such separate units or offices within the 
Office of Personnel Management as the Director determines to 
be appropriate to ensure that the administration of multi-State 
qualified health plans under this section does not interfere 
with the effective administration of the Federal Employees 
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Health Benefit Program under chapter 89 of title 5, United 
States Code. 

(4) EFFECTIVE OVERSIGHT.—The Director may appoint such 
additional personnel as may be necessary to enable the Direc-
tor to carry out activities under this section. 

(5) ASSURANCE OF SEPARATE PROGRAM.—In carrying out 
this section, the Director shall ensure that the program under 
this section is separate from the Federal Employees Health 
Benefit Program under chapter 89 of title 5, United States 
Code. Premiums paid for coverage under a multi-State quali-
fied health plan under this section shall not be considered to 
be Federal funds for any purposes. 

(6) FEHBP PLANS NOT REQUIRED TO PARTICIPATE.—Noth-
ing in this section shall require that a carrier offering coverage 
under the Federal Employees Health Benefit Program under 
chapter 89 of title 5, United States Code, also offer a multi-
State qualified health plan under this section. 
(h) ADVISORY BOARD.—The Director shall establish an advisory 

board to provide recommendations on the activities described in 
this section. A significant percentage of the members of such board 
shall be comprised of enrollees in a multi-State qualified health 
plan, or representatives of such enrollees. 

(i) AUTHORIZATION OF APPROPRIATIONS.—There is authorized to 
be appropriated, such sums as may be necessary to carry out this 
section. 

PART 5—REINSURANCE AND RISK 
ADJUSTMENT 

SEC. 1341 ø42 U.S.C. 18061¿. TRANSITIONAL REINSURANCE PROGRAM 
FOR INDIVIDUAL MARKET IN EACH STATE. 

øSection heading amended by section 10104(r)(1)¿
(a) IN GENERAL.—Each State shall, not later than January 1, 

2014—
(1) include in the Federal standards or State law or regula-

tion the State adopts and has in effect under section 1321(b) 
the provisions described in subsection (b); and 

(2) establish (or enter into a contract with) 1 or more ap-
plicable reinsurance entities to carry out the reinsurance pro-
gram under this section. 
(b) MODEL REGULATION.—

(1) IN GENERAL.—In establishing the Federal standards 
under section 1321(a), the Secretary, in consultation with the 
National Association of Insurance Commissioners (the ‘‘NAIC’’), 
shall include provisions that enable States to establish and 
maintain a program under which—

(A) health insurance issuers, and third party adminis-
trators on behalf of group health plans, are required to 
make payments to an applicable reinsurance entity for any 
plan year beginning in the 3-year period beginning Janu-
ary 1, 2014 (as specified in paragraph (3); and 

(B) the applicable reinsurance entity collects payments 
under subparagraph (A) and uses amounts so collected to 
make reinsurance payments to health insurance issuers 
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described in subparagraph (A) that cover high risk individ-
uals in the individual market (excluding grandfathered 
health plans) for any plan year beginning in such 3-year 
period. 
(2) HIGH-RISK INDIVIDUAL; PAYMENT AMOUNTS.—The Sec-

retary shall include the following in the provisions under para-
graph (1): 

(A) DETERMINATION OF HIGH-RISK INDIVIDUALS.—The 
method by which individuals will be identified as high risk 
individuals for purposes of the reinsurance program estab-
lished under this section. Such method shall provide for 
identification of individuals as high-risk individuals on the 
basis of—

(i) a list of at least 50 but not more than 100 med-
ical conditions that are identified as high-risk condi-
tions and that may be based on the identification of di-
agnostic and procedure codes that are indicative of in-
dividuals with pre-existing, high-risk conditions; or 

(ii) any other comparable objective method of iden-
tification recommended by the American Academy of 
Actuaries. 
(B) PAYMENT AMOUNT.—øAs revised by section 

10104(r)(2)¿ The formula for determining the amount of 
payments that will be paid to health insurance issuers de-
scribed in paragraph (1)(B) that insure high-risk individ-
uals. Such formula shall provide for the equitable alloca-
tion of available funds through reconciliation and may be 
designed—

(i) to provide a schedule of payments that specifies 
the amount that will be paid for each of the conditions 
identified under subparagraph (A); or 

(ii) to use any other comparable method for deter-
mining payment amounts that is recommended by the 
American Academy of Actuaries and that encourages 
the use of care coordination and care management 
programs for high risk conditions. 

(3) DETERMINATION OF REQUIRED CONTRIBUTIONS.—
(A) IN GENERAL.—The Secretary shall include in the 

provisions under paragraph (1) the method for determining 
the amount each health insurance issuer and group health 
plan described in paragraph (1)(A) contributing to the rein-
surance program under this section is required to con-
tribute under such paragraph for each plan year beginning 
in the 36-month period beginning January 1, 2014. The 
contribution amount for any plan year may be based on 
the percentage of revenue of each issuer and the total costs 
of providing benefits to enrollees in self-insured plans or 
on a specified amount per enrollee and may be required to 
be paid in advance or periodically throughout the plan 
year. 

(B) SPECIFIC REQUIREMENTS.—The method under this 
paragraph shall be designed so that—

(i) the contribution amount for each issuer propor-
tionally reflects each issuer’s fully insured commercial 
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book of business for all major medical products and 
the total value of all fees charged by the issuer and 
the costs of coverage administered by the issuer as a 
third party administrator; 

(ii) the contribution amount can include an addi-
tional amount to fund the administrative expenses of 
the applicable reinsurance entity; 

(iii) the aggregate contribution amounts for all 
States shall, based on the best estimates of the NAIC 
and without regard to amounts described in clause (ii), 
equal $10,000,000,000 for plan years beginning in 
2014, $6,000,000,000 for plan years beginning 2015, 
and $4,000,000,000 for plan years beginning in 2016; 
and 

(iv) in addition to the aggregate contribution 
amounts under clause (iii), each issuer’s contribution 
amount for any calendar year under clause (iii) re-
flects its proportionate share of an additional 
$2,000,000,000 for 2014, an additional $2,000,000,000 
for 2015, and an additional $1,000,000,000 for 2016. 

Nothing in this subparagraph shall be construed to pre-
clude a State from collecting additional amounts from 
issuers on a voluntary basis. 
(4) EXPENDITURE OF FUNDS.—The provisions under para-

graph (1) shall provide that—
(A) the contribution amounts collected for any cal-

endar year may be allocated and used in any of the three 
calendar years for which amounts are collected based on 
the reinsurance needs of a particular period or to reflect 
experience in a prior period; and 

(B) amounts remaining unexpended as of December, 
2016, may be used to make payments under any reinsur-
ance program of a State in the individual market in effect 
in the 2-year period beginning on January 1, 2017. 

Notwithstanding the preceding sentence, any contribution 
amounts described in paragraph (3)(B)(iv) shall be deposited 
into the general fund of the Treasury of the United States and 
may not be used for the program established under this sec-
tion. 
(c) APPLICABLE REINSURANCE ENTITY.—For purposes of this 

section—
(1) IN GENERAL.—The term ‘‘applicable reinsurance entity’’ 

means a not-for-profit organization—
(A) øAs revised by section 10104(r)(3)¿ the purpose of 

which is to help stabilize premiums for coverage in the in-
dividual market in a State during the first 3 years of oper-
ation of an Exchange for such markets within the State 
when the risk of adverse selection related to new rating 
rules and market changes is greatest; and 

(B) the duties of which shall be to carry out the rein-
surance program under this section by coordinating the 
funding and operation of the risk-spreading mechanisms 
designed to implement the reinsurance program. 

VerDate 0ct 09 2002 13:03 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00107 Fmt 9001 Sfmt 6601 F:\P11\NHI\COMP\PPACACON.005 HOLCPC

June 9, 2010 



108Sec. 1342 PPACA (Consolidated) 

(2) STATE DISCRETION.—A State may have more than 1 ap-
plicable reinsurance entity to carry out the reinsurance pro-
gram under this section within the State and 2 or more States 
may enter into agreements to provide for an applicable reinsur-
ance entity to carry out such program in all such States. 

(3) ENTITIES ARE TAX-EXEMPT.—An applicable reinsurance 
entity established under this section shall be exempt from tax-
ation under chapter 1 of the Internal Revenue Code of 1986. 
The preceding sentence shall not apply to the tax imposed by 
section 511 such Code (relating to tax on unrelated business 
taxable income of an exempt organization). 
(d) COORDINATION WITH STATE HIGH-RISK POOLS.—The State 

shall eliminate or modify any State high-risk pool to the extent 
necessary to carry out the reinsurance program established under 
this section. The State may coordinate the State high-risk pool with 
such program to the extent not inconsistent with the provisions of 
this section. 
SEC. 1342 ø42 U.S.C. 18062¿. ESTABLISHMENT OF RISK CORRIDORS FOR 

PLANS IN INDIVIDUAL AND SMALL GROUP MARKETS. 
(a) IN GENERAL.—The Secretary shall establish and administer 

a program of risk corridors for calendar years 2014, 2015, and 2016 
under which a qualified health plan offered in the individual or 
small group market shall participate in a payment adjustment sys-
tem based on the ratio of the allowable costs of the plan to the 
plan’s aggregate premiums. Such program shall be based on the 
program for regional participating provider organizations under 
part D of title XVIII of the Social Security Act. 

(b) PAYMENT METHODOLOGY.—
(1) PAYMENTS OUT.—The Secretary shall provide under the 

program established under subsection (a) that if—
(A) a participating plan’s allowable costs for any plan 

year are more than 103 percent but not more than 108 
percent of the target amount, the Secretary shall pay to 
the plan an amount equal to 50 percent of the target 
amount in excess of 103 percent of the target amount; and 

(B) a participating plan’s allowable costs for any plan 
year are more than 108 percent of the target amount, the 
Secretary shall pay to the plan an amount equal to the 
sum of 2.5 percent of the target amount plus 80 percent 
of allowable costs in excess of 108 percent of the target 
amount. 
(2) PAYMENTS IN.—The Secretary shall provide under the 

program established under subsection (a) that if—
(A) a participating plan’s allowable costs for any plan 

year are less than 97 percent but not less than 92 percent 
of the target amount, the plan shall pay to the Secretary 
an amount equal to 50 percent of the excess of 97 percent 
of the target amount over the allowable costs; and 

(B) a participating plan’s allowable costs for any plan 
year are less than 92 percent of the target amount, the 
plan shall pay to the Secretary an amount equal to the 
sum of 2.5 percent of the target amount plus 80 percent 
of the excess of 92 percent of the target amount over the 
allowable costs. 
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(c) DEFINITIONS.—In this section: 
(1) ALLOWABLE COSTS.—

(A) IN GENERAL.—The amount of allowable costs of a 
plan for any year is an amount equal to the total costs 
(other than administrative costs) of the plan in providing 
benefits covered by the plan. 

(B) REDUCTION FOR RISK ADJUSTMENT AND REINSUR-
ANCE PAYMENTS.—Allowable costs shall reduced by any 
risk adjustment and reinsurance payments received under 
section 1341 and 1343. 
(2) TARGET AMOUNT.—The target amount of a plan for any 

year is an amount equal to the total premiums (including any 
premium subsidies under any governmental program), reduced 
by the administrative costs of the plan. 

SEC. 1343 ø42 U.S.C. 18063¿. RISK ADJUSTMENT. 
(a) IN GENERAL.—

(1) LOW ACTUARIAL RISK PLANS.—Using the criteria and 
methods developed under subsection (b), each State shall as-
sess a charge on health plans and health insurance issuers 
(with respect to health insurance coverage) described in sub-
section (c) if the actuarial risk of the enrollees of such plans 
or coverage for a year is less than the average actuarial risk 
of all enrollees in all plans or coverage in such State for such 
year that are not self-insured group health plans (which are 
subject to the provisions of the Employee Retirement Income 
Security Act of 1974). 

(2) HIGH ACTUARIAL RISK PLANS.—Using the criteria and 
methods developed under subsection (b), each State shall pro-
vide a payment to health plans and health insurance issuers 
(with respect to health insurance coverage) described in sub-
section (c) if the actuarial risk of the enrollees of such plans 
or coverage for a year is greater than the average actuarial 
risk of all enrollees in all plans and coverage in such State for 
such year that are not self-insured group health plans (which 
are subject to the provisions of the Employee Retirement In-
come Security Act of 1974). 
(b) CRITERIA AND METHODS.—The Secretary, in consultation 

with States, shall establish criteria and methods to be used in car-
rying out the risk adjustment activities under this section. The Sec-
retary may utilize criteria and methods similar to the criteria and 
methods utilized under part C or D of title XVIII of the Social Se-
curity Act. Such criteria and methods shall be included in the 
standards and requirements the Secretary prescribes under section 
1321. 

(c) SCOPE.—A health plan or a health insurance issuer is de-
scribed in this subsection if such health plan or health insurance 
issuer provides coverage in the individual or small group market 
within the State. This subsection shall not apply to a grand-
fathered health plan or the issuer of a grandfathered health plan 
with respect to that plan. 
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Subtitle E—Affordable Coverage Choices 
for All Americans 

PART I—PREMIUM TAX CREDITS AND COST-
SHARING REDUCTIONS 

Subpart A—Premium Tax Credits and Cost-
sharing Reductions 

SEC. 1401. REFUNDABLE TAX CREDIT PROVIDING PREMIUM ASSIST-
ANCE FOR COVERAGE UNDER A QUALIFIED HEALTH 
PLAN. 

(a) IN GENERAL.—Subpart C of part IV of subchapter A of 
chapter 1 of the Internal Revenue Code of 1986 (relating to refund-
able credits) is amended by inserting after section 36A the fol-
lowing new section: 
‘‘SEC. 36B. REFUNDABLE CREDIT FOR COVERAGE UNDER A QUALI-

FIED HEALTH PLAN. 
‘‘(a) IN GENERAL.—In the case of an applicable taxpayer, there 

shall be allowed as a credit against the tax imposed by this subtitle 
for any taxable year an amount equal to the premium assistance 
credit amount of the taxpayer for the taxable year. 

‘‘(b) PREMIUM ASSISTANCE CREDIT AMOUNT.—For purposes of 
this section—

‘‘(1) IN GENERAL.—The term ‘premium assistance credit 
amount’ means, with respect to any taxable year, the sum of 
the premium assistance amounts determined under paragraph 
(2) with respect to all coverage months of the taxpayer occur-
ring during the taxable year. 

‘‘(2) PREMIUM ASSISTANCE AMOUNT.—The premium assist-
ance amount determined under this subsection with respect to 
any coverage month is the amount equal to the lesser of—

‘‘(A) the monthly premiums for such month for 1 or 
more qualified health plans offered in the individual mar-
ket within a State which cover the taxpayer, the tax-
payer’s spouse, or any dependent (as defined in section 
152) of the taxpayer and which were enrolled in through 
an Exchange established by the State under 1311 of the 
Patient Protection and Affordable Care Act, or 

‘‘(B) the excess (if any) of—
‘‘(i) the adjusted monthly premium for such month 

for the applicable second lowest cost silver plan with 
respect to the taxpayer, over 

‘‘(ii) an amount equal to 1/12 of the product of the 
applicable percentage and the taxpayer’s household in-
come for the taxable year. 

‘‘(3) OTHER TERMS AND RULES RELATING TO PREMIUM AS-
SISTANCE AMOUNTS.—For purposes of paragraph (2)—

‘‘(A) APPLICABLE PERCENTAGE.—
‘‘(i) IN GENERAL.—øAs revised by section 

1001(a)(1)(A) of HCERA¿ Except as provided in clause 
(ii), the applicable percentage for any taxable year 
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shall be the percentage such that the applicable per-
centage for any taxpayer whose household income is 
within an income tier specified in the following table 
shall increase, on a sliding scale in a linear manner, 
from the initial premium percentage to the final pre-
mium percentage specified in such table for such in-
come tier:

‘‘In the case of household income (ex-
pressed as a percent of poverty line) 
within the following income tier: 

The initial premium per-
centage is—

The final premium per-
centage is—

Up to 133% 2.0% 2.0%
133% up to 150% 3.0% 4.0%
150% up to 200% 4.0% 6.3%
200% up to 250% 6.3% 8.05%
250% up to 300% 8.05% 9.5%
300% up to 400% 9.5% 9.5%

‘‘(ii) INDEXING.—øAs added by section 
1001(a)(1)(B) of HCERA instead of clauses (ii) and (iii) 
previously here¿

‘‘(I) IN GENERAL.—Subject to subclause (II), in 
the case of taxable years beginning in any cal-
endar year after 2014, the initial and final appli-
cable percentages under clause (i) (as in effect for 
the preceding calendar year after application of 
this clause) shall be adjusted to reflect the excess 
of the rate of premium growth for the preceding 
calendar year over the rate of income growth for 
the preceding calendar year. 

‘‘(II) ADDITIONAL ADJUSTMENT.—Except as 
provided in subclause (III), in the case of any cal-
endar year after 2018, the percentages described 
in subclause (I) shall, in addition to the adjust-
ment under subclause (I), be adjusted to reflect 
the excess (if any) of the rate of premium growth 
estimated under subclause (I) for the preceding 
calendar year over the rate of growth in the con-
sumer price index for the preceding calendar year. 

‘‘(III) FAILSAFE.—Subclause (II) shall apply for 
any calendar year only if the aggregate amount of 
premium tax credits under this section and cost-
sharing reductions under section 1402 of the Pa-
tient Protection and Affordable Care Act for the 
preceding calendar year exceeds an amount equal 
to 0.504 percent of the gross domestic product for 
the preceding calendar year. 

‘‘(B) APPLICABLE SECOND LOWEST COST SILVER PLAN.—
The applicable second lowest cost silver plan with respect 
to any applicable taxpayer is the second lowest cost silver 
plan of the individual market in the rating area in which 
the taxpayer resides which—
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‘‘(i) is offered through the same Exchange through 
which the qualified health plans taken into account 
under paragraph (2)(A) were offered, and 

‘‘(ii) provides—
‘‘(I) self-only coverage in the case of an appli-

cable taxpayer—
‘‘(aa) whose tax for the taxable year is de-

termined under section 1(c) (relating to un-
married individuals other than surviving 
spouses and heads of households) and who is 
not allowed a deduction under section 151 for 
the taxable year with respect to a dependent, 
or 

‘‘(bb) who is not described in item (aa) but 
who purchases only self-only coverage, and 
‘‘(II) family coverage in the case of any other 

applicable taxpayer. 
If a taxpayer files a joint return and no credit is allowed 
under this section with respect to 1 of the spouses by rea-
son of subsection (e), the taxpayer shall be treated as de-
scribed in clause (ii)(I) unless a deduction is allowed under 
section 151 for the taxable year with respect to a depend-
ent other than either spouse and subsection (e) does not 
apply to the dependent. 

‘‘(C) ADJUSTED MONTHLY PREMIUM.—The adjusted 
monthly premium for an applicable second lowest cost sil-
ver plan is the monthly premium which would have been 
charged (for the rating area with respect to which the pre-
miums under paragraph (2)(A) were determined) for the 
plan if each individual covered under a qualified health 
plan taken into account under paragraph (2)(A) were cov-
ered by such silver plan and the premium was adjusted 
only for the age of each such individual in the manner al-
lowed under section 2701 of the Public Health Service Act. 
In the case of a State participating in the wellness dis-
count demonstration project under section 2705(d) of the 
Public Health Service Act, the adjusted monthly premium 
shall be determined without regard to any premium dis-
count or rebate under such project. 

‘‘(D) ADDITIONAL BENEFITS.—If—
‘‘(i) a qualified health plan under section 

1302(b)(5) of the Patient Protection and Affordable 
Care Act offers benefits in addition to the essential 
health benefits required to be provided by the plan, or 

‘‘(ii) a State requires a qualified health plan under 
section 1311(d)(3)(B) of such Act to cover benefits in 
addition to the essential health benefits required to be 
provided by the plan, 

the portion of the premium for the plan properly allocable 
(under rules prescribed by the Secretary of Health and 
Human Services) to such additional benefits shall not be 
taken into account in determining either the monthly pre-
mium or the adjusted monthly premium under paragraph 
(2). 
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‘‘(E) SPECIAL RULE FOR PEDIATRIC DENTAL COVERAGE.—
For purposes of determining the amount of any monthly 
premium, if an individual enrolls in both a qualified health 
plan and a plan described in section 1311(d)(2)(B)(ii)(I) of 
the Patient Protection and Affordable Care Act for any 
plan year, the portion of the premium for the plan de-
scribed in such section that (under regulations prescribed 
by the Secretary) is properly allocable to pediatric dental 
benefits which are included in the essential health benefits 
required to be provided by a qualified health plan under 
section 1302(b)(1)(J) of such Act shall be treated as a pre-
mium payable for a qualified health plan. 

‘‘(c) DEFINITION AND RULES RELATING TO APPLICABLE TAX-
PAYERS, COVERAGE MONTHS, AND QUALIFIED HEALTH PLAN.—For 
purposes of this section—

‘‘(1) APPLICABLE TAXPAYER.—
‘‘(A) IN GENERAL.—øAs revised by section 10105(b)¿ 

The term ‘applicable taxpayer’ means, with respect to any 
taxable year, a taxpayer whose household income for the 
taxable year equals or exceeds 100 percent but does not ex-
ceed 400 percent of an amount equal to the poverty line for 
a family of the size involved. 

‘‘(B) SPECIAL RULE FOR CERTAIN INDIVIDUALS LAW-
FULLY PRESENT IN THE UNITED STATES.—If—

‘‘(i) a taxpayer has a household income which is 
not greater than 100 percent of an amount equal to 
the poverty line for a family of the size involved, and 

‘‘(ii) the taxpayer is an alien lawfully present in 
the United States, but is not eligible for the medicaid 
program under title XIX of the Social Security Act by 
reason of such alien status, 

the taxpayer shall, for purposes of the credit under this 
section, be treated as an applicable taxpayer with a house-
hold income which is equal to 100 percent of the poverty 
line for a family of the size involved. 

‘‘(C) MARRIED COUPLES MUST FILE JOINT RETURN.—If 
the taxpayer is married (within the meaning of section 
7703) at the close of the taxable year, the taxpayer shall 
be treated as an applicable taxpayer only if the taxpayer 
and the taxpayer’s spouse file a joint return for the taxable 
year. 

‘‘(D) DENIAL OF CREDIT TO DEPENDENTS.—No credit 
shall be allowed under this section to any individual with 
respect to whom a deduction under section 151 is allow-
able to another taxpayer for a taxable year beginning in 
the calendar year in which such individual’s taxable year 
begins. 
‘‘(2) COVERAGE MONTH.—For purposes of this subsection—

‘‘(A) IN GENERAL.—The term ‘coverage month’ means, 
with respect to an applicable taxpayer, any month if—

‘‘(i) as of the first day of such month the taxpayer, 
the taxpayer’s spouse, or any dependent of the tax-
payer is covered by a qualified health plan described 
in subsection (b)(2)(A) that was enrolled in through an 
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Exchange established by the State under section 1311 
of the Patient Protection and Affordable Care Act, and 

‘‘(ii) the premium for coverage under such plan for 
such month is paid by the taxpayer (or through ad-
vance payment of the credit under subsection (a) 
under section 1412 of the Patient Protection and Af-
fordable Care Act). 
‘‘(B) EXCEPTION FOR MINIMUM ESSENTIAL COVERAGE.—

‘‘(i) IN GENERAL.—The term ‘coverage month’ shall 
not include any month with respect to an individual if 
for such month the individual is eligible for minimum 
essential coverage other than eligibility for coverage 
described in section 5000A(f)(1)(C) (relating to cov-
erage in the individual market). 

‘‘(ii) MINIMUM ESSENTIAL COVERAGE.—The term 
‘minimum essential coverage’ has the meaning given 
such term by section 5000A(f). 
‘‘(C) SPECIAL RULE FOR EMPLOYER-SPONSORED MINIMUM 

ESSENTIAL COVERAGE.—For purposes of subparagraph 
(B)—

‘‘(i) COVERAGE MUST BE AFFORDABLE.—Except as 
provided in clause (iii), an employee shall not be treat-
ed as eligible for minimum essential coverage if such 
coverage—

‘‘(I) consists of an eligible employer-sponsored 
plan (as defined in section 5000A(f)(2)), and 

‘‘(II) the employee’s required contribution 
(within the meaning of section 5000A(e)(1)(B)) 
with respect to the plan exceeds 9.5 percent of the 
applicable taxpayer’s household income. øAs re-
vised by section 1001(a)(2)(A) of HCERA¿

This clause shall also apply to an individual who is eli-
gible to enroll in the plan by reason of a relationship 
the individual bears to the employee. 

‘‘(ii) COVERAGE MUST PROVIDE MINIMUM VALUE.—
Except as provided in clause (iii), an employee shall 
not be treated as eligible for minimum essential cov-
erage if such coverage consists of an eligible employer-
sponsored plan (as defined in section 5000A(f)(2)) and 
the plan’s share of the total allowed costs of benefits 
provided under the plan is less than 60 percent of 
such costs. 

‘‘(iii) EMPLOYEE OR FAMILY MUST NOT BE COVERED 
UNDER EMPLOYER PLAN.—Clauses (i) and (ii) shall not 
apply if the employee (or any individual described in 
the last sentence of clause (i)) is covered under the eli-
gible employer-sponsored plan or the grandfathered 
health plan. 

‘‘(iv) INDEXING.—øAs revised by section 10105(c) 
and sections 1001(a)(2)(A) and (B) of HCERA¿ In the 
case of plan years beginning in any calendar year after 
2014, the Secretary shall adjust the 9.5 percent under 
clause (i)(II) in the same manner as the percentages 
are adjusted under subsection (b)(3)(A)(ii). 
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‘‘(D) EXCEPTION FOR INDIVIDUAL RECEIVING FREE 
CHOICE VOUCHERS.—øAs added by section 10107(h)(1), ef-
fective for taxable year beginning after December 31, 2013¿ 
The term ‘coverage month’ shall not include any month in 
which such individual has a free choice voucher provided 
under section 10108 of the Patient Protection and Afford-
able Care Act. 
‘‘(3) DEFINITIONS AND OTHER RULES.—

‘‘(A) QUALIFIED HEALTH PLAN.—The term ‘qualified 
health plan’ has the meaning given such term by section 
1301(a) of the Patient Protection and Affordable Care Act, 
except that such term shall not include a qualified health 
plan which is a catastrophic plan described in section 
1302(e) of such Act. 

‘‘(B) GRANDFATHERED HEALTH PLAN.—The term ‘grand-
fathered health plan’ has the meaning given such term by 
section 1251 of the Patient Protection and Affordable Care 
Act. 

‘‘(d) TERMS RELATING TO INCOME AND FAMILIES.—For purposes 
of this section—

‘‘(1) FAMILY SIZE.—The family size involved with respect to 
any taxpayer shall be equal to the number of individuals for 
whom the taxpayer is allowed a deduction under section 151 
(relating to allowance of deduction for personal exemptions) for 
the taxable year. 

‘‘(2) HOUSEHOLD INCOME.—
‘‘(A) HOUSEHOLD INCOME.—The term ‘household in-

come’ means, with respect to any taxpayer, an amount 
equal to the sum of—øClauses (i) and (ii) revised by section 
1004(a)(1)(A) of HCERA¿

‘‘(i) the modified adjusted gross income of the tax-
payer, plus 

‘‘(ii) the aggregate modified adjusted gross in-
comes of all other individuals who—

‘‘(I) were taken into account in determining 
the taxpayer’s family size under paragraph (1), 
and 

‘‘(II) were required to file a return of tax im-
posed by section 1 for the taxable year. 

‘‘(B) MODIFIED ADJUSTED GROSS INCOME.—øReplaced 
by section 1004(a)(2) of HCERA¿ The term ‘modified ad-
justed gross income’ means adjusted gross income in-
creased by—

‘‘(i) any amount excluded from gross income under 
section 911, and 

‘‘(ii) any amount of interest received or accrued by 
the taxpayer during the taxable year which is exempt 
from tax. 

‘‘(3) POVERTY LINE.—
‘‘(A) IN GENERAL.—The term ‘poverty line’ has the 

meaning given that term in section 2110(c)(5) of the Social 
Security Act (42 U.S.C. 1397jj(c)(5)). 

‘‘(B) POVERTY LINE USED.—In the case of any qualified 
health plan offered through an Exchange for coverage dur-
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ing a taxable year beginning in a calendar year, the pov-
erty line used shall be the most recently published poverty 
line as of the 1st day of the regular enrollment period for 
coverage during such calendar year. 

‘‘(e) RULES FOR INDIVIDUALS NOT LAWFULLY PRESENT.—
‘‘(1) IN GENERAL.—If 1 or more individuals for whom a tax-

payer is allowed a deduction under section 151 (relating to al-
lowance of deduction for personal exemptions) for the taxable 
year (including the taxpayer or his spouse) are individuals who 
are not lawfully present—

‘‘(A) the aggregate amount of premiums otherwise 
taken into account under clauses (i) and (ii) of subsection 
(b)(2)(A) shall be reduced by the portion (if any) of such 
premiums which is attributable to such individuals, and 

‘‘(B) for purposes of applying this section, the deter-
mination as to what percentage a taxpayer’s household in-
come bears to the poverty level for a family of the size in-
volved shall be made under one of the following methods: 

‘‘(i) A method under which—
‘‘(I) the taxpayer’s family size is determined 

by not taking such individuals into account, and 
‘‘(II) the taxpayer’s household income is equal 

to the product of the taxpayer’s household income 
(determined without regard to this subsection) 
and a fraction—

‘‘(aa) the numerator of which is the pov-
erty line for the taxpayer’s family size deter-
mined after application of subclause (I), and 

‘‘(bb) the denominator of which is the pov-
erty line for the taxpayer’s family size deter-
mined without regard to subclause (I). 

‘‘(ii) A comparable method reaching the same re-
sult as the method under clause (i). 

‘‘(2) LAWFULLY PRESENT.—For purposes of this section, an 
individual shall be treated as lawfully present only if the indi-
vidual is, and is reasonably expected to be for the entire period 
of enrollment for which the credit under this section is being 
claimed, a citizen or national of the United States or an alien 
lawfully present in the United States. 

‘‘(3) SECRETARIAL AUTHORITY.—The Secretary of Health 
and Human Services, in consultation with the Secretary, shall 
prescribe rules setting forth the methods by which calculations 
of family size and household income are made for purposes of 
this subsection. Such rules shall be designed to ensure that the 
least burden is placed on individuals enrolling in qualified 
health plans through an Exchange and taxpayers eligible for 
the credit allowable under this section. 
‘‘(f) RECONCILIATION OF CREDIT AND ADVANCE CREDIT.—

‘‘(1) IN GENERAL.—The amount of the credit allowed under 
this section for any taxable year shall be reduced (but not 
below zero) by the amount of any advance payment of such 
credit under section 1412 of the Patient Protection and Afford-
able Care Act. 

‘‘(2) EXCESS ADVANCE PAYMENTS.—
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‘‘(A) IN GENERAL.—If the advance payments to a tax-
payer under section 1412 of the Patient Protection and Af-
fordable Care Act for a taxable year exceed the credit al-
lowed by this section (determined without regard to para-
graph (1)), the tax imposed by this chapter for the taxable 
year shall be increased by the amount of such excess. 

‘‘(B) LIMITATION ON INCREASE WHERE INCOME LESS 
THAN 400 PERCENT OF POVERTY LINE.—

‘‘(i) IN GENERAL.—In the case of an applicable tax-
payer whose household income is less than 400 per-
cent of the poverty line for the size of the family in-
volved for the taxable year, the amount of the increase 
under subparagraph (A) shall in no event exceed $400 
($250 in the case of a taxpayer whose tax is deter-
mined under section 1(c) for the taxable year). 

‘‘(ii) INDEXING OF AMOUNT.—In the case of any cal-
endar year beginning after 2014, each of the dollar 
amounts under clause (i) shall be increased by an 
amount equal to—

‘‘(I) such dollar amount, multiplied by 
‘‘(II) the cost-of-living adjustment determined 

under section 1(f)(3) for the calendar year, deter-
mined by substituting ‘calendar year 2013’ for ‘cal-
endar year 1992’ in subparagraph (B) thereof. 

‘‘(3) INFORMATION REQUIREMENT.—øAs revised by section 
1004(c) of HCERA¿ Each Exchange (or any person carrying out 
1 or more responsibilities of an Exchange under section 
1311(f)(3) or 1321(c) of the Patient Protection and Affordable 
Care Act) shall provide the following information to the Sec-
retary and to the taxpayer with respect to any health plan pro-
vided through the Exchange: 

‘‘(A) The level of coverage described in section 1302(d) 
of the Patient Protection and Affordable Care Act and the 
period such coverage was in effect. 

‘‘(B) The total premium for the coverage without re-
gard to the credit under this section or cost-sharing reduc-
tions under section 1402 of such Act. 

‘‘(C) The aggregate amount of any advance payment of 
such credit or reductions under section 1412 of such Act. 

‘‘(D) The name, address, and TIN of the primary in-
sured and the name and TIN of each other individual ob-
taining coverage under the policy. 

‘‘(E) Any information provided to the Exchange, in-
cluding any change of circumstances, necessary to deter-
mine eligibility for, and the amount of, such credit. 

‘‘(F) Information necessary to determine whether a 
taxpayer has received excess advance payments. 

If the amount of any increase under clause (i) is not 
a multiple of $50, such increase shall be rounded to 
the next lowest multiple of $50. 

‘‘(g) REGULATIONS.—The Secretary shall prescribe such regula-
tions as may be necessary to carry out the provisions of this sec-
tion, including regulations which provide for—
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‘‘(1) the coordination of the credit allowed under this sec-
tion with the program for advance payment of the credit under 
section 1412 of the Patient Protection and Affordable Care Act, 
and 

‘‘(2) the application of subsection (f) where the filing status 
of the taxpayer for a taxable year is different from such status 
used for determining the advance payment of the credit.’’. 
(b) DISALLOWANCE OF DEDUCTION.—Section 280C of the Inter-

nal Revenue Code of 1986 is amended by adding at the end the fol-
lowing new subsection: 

‘‘(g) CREDIT FOR HEALTH INSURANCE PREMIUMS.—No deduction 
shall be allowed for the portion of the premiums paid by the tax-
payer for coverage of 1 or more individuals under a qualified health 
plan which is equal to the amount of the credit determined for the 
taxable year under section 36B(a) with respect to such premiums.’’. 

(c) STUDY ON AFFORDABLE COVERAGE.—
(1) STUDY AND REPORT.—

(A) IN GENERAL.—Not later than 5 years after the date 
of the enactment of this Act, the Comptroller General shall 
conduct a study on the affordability of health insurance 
coverage, including—

(i) the impact of the tax credit for qualified health 
insurance coverage of individuals under section 36B of 
the Internal Revenue Code of 1986 and the tax credit 
for employee health insurance expenses of small em-
ployers under section 45R of such Code on maintain-
ing and expanding the health insurance coverage of in-
dividuals; 

(ii) the availability of affordable health benefits 
plans, including a study of whether the percentage of 
household income used for purposes of section 
36B(c)(2)(C) of the Internal Revenue Code of 1986 (as 
added by this section) is the appropriate level for de-
termining whether employer-provided coverage is af-
fordable for an employee and whether such level may 
be lowered without significantly increasing the costs to 
the Federal Government and reducing employer-pro-
vided coverage; and 

(iii) the ability of individuals to maintain essential 
health benefits coverage (as defined in section 
5000A(f) of the Internal Revenue Code of 1986). 
(B) REPORT.—The Comptroller General shall submit to 

the appropriate committees of Congress a report on the 
study conducted under subparagraph (A), together with 
legislative recommendations relating to the matters stud-
ied under such subparagraph. 
(2) APPROPRIATE COMMITTEES OF CONGRESS.—In this sub-

section, the term ‘‘appropriate committees of Congress’’ means 
the Committee on Ways and Means, the Committee on Edu-
cation and Labor, and the Committee on Energy and Com-
merce of the House of Representatives and the Committee on 
Finance and the Committee on Health, Education, Labor and 
Pensions of the Senate. 
(d) CONFORMING AMENDMENTS.—
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(1) Paragraph (2) of section 1324(b) of title 31, United 
States Code, is amended by inserting ‘‘36B,’’ after ‘‘36A,’’. 

(2) The table of sections for subpart C of part IV of sub-
chapter A of chapter 1 of the Internal Revenue Code of 1986 
is amended by inserting after the item relating to section 36A 
the following new item:

‘‘Sec. 36B. Refundable credit for coverage under a qualified health plan.’’.

(3) øAs revised by section 10105(d)¿ Section 6211(b)(4)(A) 
of the Internal Revenue Code of 1986 is amended by inserting 
‘‘36B,’’ after ‘‘36A,’’.
(e) EFFECTIVE DATE.—The amendments made by this section 

shall apply to taxable years ending after December 31, 2013. 
SEC. 1402 ø42 U.S.C. 18071¿. REDUCED COST-SHARING FOR INDIVID-

UALS ENROLLING IN QUALIFIED HEALTH PLANS. 
(a) IN GENERAL.—In the case of an eligible insured enrolled in 

a qualified health plan—
(1) the Secretary shall notify the issuer of the plan of such 

eligibility; and 
(2) the issuer shall reduce the cost-sharing under the plan 

at the level and in the manner specified in subsection (c). 
(b) ELIGIBLE INSURED.—In this section, the term ‘‘eligible in-

sured’’ means an individual—
(1) who enrolls in a qualified health plan in the silver level 

of coverage in the individual market offered through an Ex-
change; and 

(2) whose household income exceeds 100 percent but does 
not exceed 400 percent of the poverty line for a family of the 
size involved. 

In the case of an individual described in section 36B(c)(1)(B) of the 
Internal Revenue Code of 1986, the individual shall be treated as 
having household income equal to 100 percent for purposes of ap-
plying this section. 

(c) DETERMINATION OF REDUCTION IN COST-SHARING.—
(1) REDUCTION IN OUT-OF-POCKET LIMIT.—

(A) IN GENERAL.—The reduction in cost-sharing under 
this subsection shall first be achieved by reducing the ap-
plicable out-of pocket limit under section 1302(c)(1) in the 
case of—

(i) an eligible insured whose household income is 
more than 100 percent but not more than 200 percent 
of the poverty line for a family of the size involved, by 
two-thirds; 

(ii) an eligible insured whose household income is 
more than 200 percent but not more than 300 percent 
of the poverty line for a family of the size involved, by 
one-half; and 

(iii) an eligible insured whose household income is 
more than 300 percent but not more than 400 percent 
of the poverty line for a family of the size involved, by 
one-third. 
(B) COORDINATION WITH ACTUARIAL VALUE LIMITS.—

(i) IN GENERAL.—The Secretary shall ensure the 
reduction under this paragraph shall not result in an 
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increase in the plan’s share of the total allowed costs 
of benefits provided under the plan above—

(I) 94 percent in the case of an eligible in-
sured described in paragraph (2)(A); øAs revised 
by section 1001(b)(1)(A) of HCERA¿

(II) 87 percent in the case of an eligible in-
sured described in paragraph (2)(B); 

øsection 1001(a)(1)(C) of HCERA struck subclause (III) and in-
serted new subclauses (III) and (IV)¿

(III) 73 percent in the case of an eligible in-
sured whose household income is more than 200 
percent but not more than 250 percent of the pov-
erty line for a family of the size involved; and 

(IV) 70 percent in the case of an eligible in-
sured whose household income is more than 250 
percent but not more than 400 percent of the pov-
erty line for a family of the size involved. 
(ii) ADJUSTMENT.—The Secretary shall adjust the 

out-of pocket limits under paragraph (1) if necessary 
to ensure that such limits do not cause the respective 
actuarial values to exceed the levels specified in clause 
(i). 

(2) ADDITIONAL REDUCTION FOR LOWER INCOME IN-
SUREDS.—The Secretary shall establish procedures under 
which the issuer of a qualified health plan to which this sec-
tion applies shall further reduce cost-sharing under the plan in 
a manner sufficient to—

(A) in the case of an eligible insured whose household 
income is not less than 100 percent but not more than 150 
percent of the poverty line for a family of the size involved, 
increase the plan’s share of the total allowed costs of bene-
fits provided under the plan to 94 percent of such costs; 
øAs revised by section 1001(a)(2)(A) of HCERA¿

(B) in the case of an eligible insured whose household 
income is more than 150 percent but not more than 200 
percent of the poverty line for a family of the size involved, 
increase the plan’s share of the total allowed costs of bene-
fits provided under the plan to 87 percent of such costs; 
and øAs revised by section 1001(a)(2)(B) of HCERA¿

(C) in the case of an eligible insured whose household 
income is more than 200 percent but not more than 250 
percent of the poverty line for a family of the size involved, 
increase the plan’s share of the total allowed costs of bene-
fits provided under the plan to 73 percent of such costs. 
øAs added by section 1001(a)(2)(C) of HCERA¿
(3) METHODS FOR REDUCING COST-SHARING.—

(A) IN GENERAL.—An issuer of a qualified health plan 
making reductions under this subsection shall notify the 
Secretary of such reductions and the Secretary shall make 
periodic and timely payments to the issuer equal to the 
value of the reductions. 

(B) CAPITATED PAYMENTS.—The Secretary may estab-
lish a capitated payment system to carry out the payment 
of cost-sharing reductions under this section. Any such sys-
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tem shall take into account the value of the reductions and 
make appropriate risk adjustments to such payments. 
(4) ADDITIONAL BENEFITS.—If a qualified health plan under 

section 1302(b)(5) offers benefits in addition to the essential 
health benefits required to be provided by the plan, or a State 
requires a qualified health plan under section 1311(d)(3)(B) to 
cover benefits in addition to the essential health benefits re-
quired to be provided by the plan, the reductions in cost-shar-
ing under this section shall not apply to such additional bene-
fits. 

(5) SPECIAL RULE FOR PEDIATRIC DENTAL PLANS.—If an in-
dividual enrolls in both a qualified health plan and a plan de-
scribed in section 1311(d)(2)(B)(ii)(I) for any plan year, sub-
section (a) shall not apply to that portion of any reduction in 
cost-sharing under subsection (c) that (under regulations pre-
scribed by the Secretary) is properly allocable to pediatric den-
tal benefits which are included in the essential health benefits 
required to be provided by a qualified health plan under sec-
tion 1302(b)(1)(J). 
(d) SPECIAL RULES FOR INDIANS.—

(1) INDIANS UNDER 300 PERCENT OF POVERTY.—If an indi-
vidual enrolled in any qualified health plan in the individual 
market through an Exchange is an Indian (as defined in sec-
tion 4(d) of the Indian Self-Determination and Education As-
sistance Act (25 U.S.C. 450b(d))) whose household income is 
not more than 300 percent of the poverty line for a family of 
the size involved, then, for purposes of this section—

(A) such individual shall be treated as an eligible in-
sured; and 

(B) the issuer of the plan shall eliminate any cost-
sharing under the plan. 
(2) ITEMS OR SERVICES FURNISHED THROUGH INDIAN 

HEALTH PROVIDERS.—If an Indian (as so defined) enrolled in a 
qualified health plan is furnished an item or service directly by 
the Indian Health Service, an Indian Tribe, Tribal Organiza-
tion, or Urban Indian Organization or through referral under 
contract health services—

(A) no cost-sharing under the plan shall be imposed 
under the plan for such item or service; and 

(B) the issuer of the plan shall not reduce the payment 
to any such entity for such item or service by the amount 
of any cost-sharing that would be due from the Indian but 
for subparagraph (A). 
(3) PAYMENT.—The Secretary shall pay to the issuer of a 

qualified health plan the amount necessary to reflect the in-
crease in actuarial value of the plan required by reason of this 
subsection. 
(e) RULES FOR INDIVIDUALS NOT LAWFULLY PRESENT.—

(1) IN GENERAL.—If an individual who is an eligible in-
sured is not lawfully present—

(A) no cost-sharing reduction under this section shall 
apply with respect to the individual; and 

(B) for purposes of applying this section, the deter-
mination as to what percentage a taxpayer’s household in-
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come bears to the poverty level for a family of the size in-
volved shall be made under one of the following methods: 

(i) A method under which—
(I) the taxpayer’s family size is determined by 

not taking such individuals into account, and 
(II) the taxpayer’s household income is equal 

to the product of the taxpayer’s household income 
(determined without regard to this subsection) 
and a fraction—

(aa) the numerator of which is the pov-
erty line for the taxpayer’s family size deter-
mined after application of subclause (I), and 

(bb) the denominator of which is the pov-
erty line for the taxpayer’s family size deter-
mined without regard to subclause (I). 

(ii) A comparable method reaching the same result 
as the method under clause (i). 

(2) LAWFULLY PRESENT.—For purposes of this section, an 
individual shall be treated as lawfully present only if the indi-
vidual is, and is reasonably expected to be for the entire period 
of enrollment for which the cost-sharing reduction under this 
section is being claimed, a citizen or national of the United 
States or an alien lawfully present in the United States. 

(3) SECRETARIAL AUTHORITY.—The Secretary, in consulta-
tion with the Secretary of the Treasury, shall prescribe rules 
setting forth the methods by which calculations of family size 
and household income are made for purposes of this sub-
section. Such rules shall be designed to ensure that the least 
burden is placed on individuals enrolling in qualified health 
plans through an Exchange and taxpayers eligible for the cred-
it allowable under this section. 
(f) DEFINITIONS AND SPECIAL RULES.—In this section: 

(1) IN GENERAL.—Any term used in this section which is 
also used in section 36B of the Internal Revenue Code of 1986 
shall have the meaning given such term by such section. 

(2) LIMITATIONS ON REDUCTION.—No cost-sharing reduction 
shall be allowed under this section with respect to coverage for 
any month unless the month is a coverage month with respect 
to which a credit is allowed to the insured (or an applicable 
taxpayer on behalf of the insured) under section 36B of such 
Code. 

(3) DATA USED FOR ELIGIBILITY.—Any determination under 
this section shall be made on the basis of the taxable year for 
which the advance determination is made under section 1412 
and not the taxable year for which the credit under section 
36B of such Code is allowed. 
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Subpart B—Eligibility Determinations 

SEC. 1411 ø42 U.S.C. 18081¿. PROCEDURES FOR DETERMINING ELIGI-
BILITY FOR EXCHANGE PARTICIPATION, PREMIUM TAX 
CREDITS AND REDUCED COST-SHARING, AND INDIVIDUAL 
RESPONSIBILITY EXEMPTIONS. 

(a) ESTABLISHMENT OF PROGRAM.—The Secretary shall estab-
lish a program meeting the requirements of this section for deter-
mining—

(1) whether an individual who is to be covered in the indi-
vidual market by a qualified health plan offered through an 
Exchange, or who is claiming a premium tax credit or reduced 
cost-sharing, meets the requirements of sections 1312(f)(3), 
1402(e), and 1412(d) of this title and section 36B(e) of the In-
ternal Revenue Code of 1986 that the individual be a citizen 
or national of the United States or an alien lawfully present 
in the United States; 

(2) in the case of an individual claiming a premium tax 
credit or reduced cost-sharing under section 36B of such Code 
or section 1402—

(A) whether the individual meets the income and cov-
erage requirements of such sections; and 

(B) the amount of the tax credit or reduced cost-shar-
ing; 
(3) whether an individual’s coverage under an employer-

sponsored health benefits plan is treated as unaffordable under 
sections 36B(c)(2)(C) and 5000A(e)(2); and 

(4) whether to grant a certification under section 
1311(d)(4)(H) attesting that, for purposes of the individual re-
sponsibility requirement under section 5000A of the Internal 
Revenue Code of 1986, an individual is entitled to an exemp-
tion from either the individual responsibility requirement or 
the penalty imposed by such section. 
(b) INFORMATION REQUIRED TO BE PROVIDED BY APPLICANTS.—

(1) IN GENERAL.—An applicant for enrollment in a quali-
fied health plan offered through an Exchange in the individual 
market shall provide—

(A) the name, address, and date of birth of each indi-
vidual who is to be covered by the plan (in this subsection 
referred to as an ‘‘enrollee’’); and 

(B) the information required by any of the following 
paragraphs that is applicable to an enrollee. 
(2) CITIZENSHIP OR IMMIGRATION STATUS.—The following 

information shall be provided with respect to every enrollee: 
(A) In the case of an enrollee whose eligibility is based 

on an attestation of citizenship of the enrollee, the enroll-
ee’s social security number. 

(B) In the case of an individual whose eligibility is 
based on an attestation of the enrollee’s immigration sta-
tus, the enrollee’s social security number (if applicable) 
and such identifying information with respect to the en-
rollee’s immigration status as the Secretary, after con-
sultation with the Secretary of Homeland Security, deter-
mines appropriate. 
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(3) ELIGIBILITY AND AMOUNT OF TAX CREDIT OR REDUCED 
COST-SHARING.—In the case of an enrollee with respect to 
whom a premium tax credit or reduced cost-sharing under sec-
tion 36B of such Code or section 1402 is being claimed, the fol-
lowing information: 

(A) INFORMATION REGARDING INCOME AND FAMILY 
SIZE.—The information described in section 6103(l)(21) for 
the taxable year ending with or within the second calendar 
year preceding the calendar year in which the plan year 
begins. 

(B) CHANGES IN CIRCUMSTANCES.—The information de-
scribed in section 1412(b)(2), including information with 
respect to individuals who were not required to file an in-
come tax return for the taxable year described in subpara-
graph (A) or individuals who experienced changes in mar-
ital status or family size or significant reductions in in-
come. 
(4) EMPLOYER-SPONSORED COVERAGE.—In the case of an 

enrollee with respect to whom eligibility for a premium tax 
credit under section 36B of such Code or cost-sharing reduction 
under section 1402 is being established on the basis that the 
enrollee’s (or related individual’s) employer is not treated 
under section 36B(c)(2)(C) of such Code as providing minimum 
essential coverage or affordable minimum essential coverage, 
the following information: 

(A) The name, address, and employer identification 
number (if available) of the employer. 

(B) Whether the enrollee or individual is a full-time 
employee and whether the employer provides such min-
imum essential coverage. 

(C) If the employer provides such minimum essential 
coverage, the lowest cost option for the enrollee’s or indi-
vidual’s enrollment status and the enrollee’s or individual’s 
required contribution (within the meaning of section 
5000A(e)(1)(B) of such Code) under the employer-sponsored 
plan. 

(D) If an enrollee claims an employer’s minimum es-
sential coverage is unaffordable, the information described 
in paragraph (3). 

If an enrollee changes employment or obtains additional em-
ployment while enrolled in a qualified health plan for which 
such credit or reduction is allowed, the enrollee shall notify the 
Exchange of such change or additional employment and pro-
vide the information described in this paragraph with respect 
to the new employer. 

(5) EXEMPTIONS FROM INDIVIDUAL RESPONSIBILITY REQUIRE-
MENTS.—In the case of an individual who is seeking an exemp-
tion certificate under section 1311(d)(4)(H) from any require-
ment or penalty imposed by section 5000A, the following infor-
mation: 

(A) In the case of an individual seeking exemption 
based on the individual’s status as a member of an exempt 
religious sect or division, as a member of a health care 
sharing ministry, as an Indian, or as an individual eligible 
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for a hardship exemption, such information as the Sec-
retary shall prescribe. 

(B) In the case of an individual seeking exemption 
based on the lack of affordable coverage or the individual’s 
status as a taxpayer with household income less than 100 
percent of the poverty line, the information described in 
paragraphs (3) and (4), as applicable. 

(c) VERIFICATION OF INFORMATION CONTAINED IN RECORDS OF 
SPECIFIC FEDERAL OFFICIALS.—

(1) INFORMATION TRANSFERRED TO SECRETARY.—An Ex-
change shall submit the information provided by an applicant 
under subsection (b) to the Secretary for verification in accord-
ance with the requirements of this subsection and subsection 
(d). 

(2) CITIZENSHIP OR IMMIGRATION STATUS.—
(A) COMMISSIONER OF SOCIAL SECURITY.—The Sec-

retary shall submit to the Commissioner of Social Security 
the following information for a determination as to wheth-
er the information provided is consistent with the informa-
tion in the records of the Commissioner: 

(i) The name, date of birth, and social security 
number of each individual for whom such information 
was provided under subsection (b)(2). 

(ii) The attestation of an individual that the indi-
vidual is a citizen. 
(B) SECRETARY OF HOMELAND SECURITY.—

(i) IN GENERAL.—In the case of an individual—
(I) who attests that the individual is an alien 

lawfully present in the United States; or 
(II) who attests that the individual is a citizen 

but with respect to whom the Commissioner of So-
cial Security has notified the Secretary under sub-
section (e)(3) that the attestation is inconsistent 
with information in the records maintained by the 
Commissioner; 

the Secretary shall submit to the Secretary of Home-
land Security the information described in clause (ii) 
for a determination as to whether the information pro-
vided is consistent with the information in the records 
of the Secretary of Homeland Security. 

(ii) INFORMATION.—The information described in 
clause (ii) is the following: 

(I) The name, date of birth, and any identi-
fying information with respect to the individual’s 
immigration status provided under subsection 
(b)(2). 

(II) The attestation that the individual is an 
alien lawfully present in the United States or in 
the case of an individual described in clause (i)(II), 
the attestation that the individual is a citizen. 

(3) ELIGIBILITY FOR TAX CREDIT AND COST-SHARING REDUC-
TION.—The Secretary shall submit the information described in 
subsection (b)(3)(A) provided under paragraph (3), (4), or (5) of 
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subsection (b) to the Secretary of the Treasury for verification 
of household income and family size for purposes of eligibility. 

(4) METHODS.—
(A) IN GENERAL.—The Secretary, in consultation with 

the Secretary of the Treasury, the Secretary of Homeland 
Security, and the Commissioner of Social Security, shall 
provide that verifications and determinations under this 
subsection shall be done—

(i) through use of an on-line system or otherwise 
for the electronic submission of, and response to, the 
information submitted under this subsection with re-
spect to an applicant; or 

(ii) by determining the consistency of the informa-
tion submitted with the information maintained in the 
records of the Secretary of the Treasury, the Secretary 
of Homeland Security, or the Commissioner of Social 
Security through such other method as is approved by 
the Secretary. 
(B) FLEXIBILITY.—The Secretary may modify the meth-

ods used under the program established by this section for 
the Exchange and verification of information if the Sec-
retary determines such modifications would reduce the ad-
ministrative costs and burdens on the applicant, including 
allowing an applicant to request the Secretary of the 
Treasury to provide the information described in para-
graph (3) directly to the Exchange or to the Secretary. The 
Secretary shall not make any such modification unless the 
Secretary determines that any applicable requirements 
under this section and section 6103 of the Internal Rev-
enue Code of 1986 with respect to the confidentiality, dis-
closure, maintenance, or use of information will be met. 

(d) VERIFICATION BY SECRETARY.—In the case of information 
provided under subsection (b) that is not required under subsection 
(c) to be submitted to another person for verification, the Secretary 
shall verify the accuracy of such information in such manner as the 
Secretary determines appropriate, including delegating responsi-
bility for verification to the Exchange. 

(e) ACTIONS RELATING TO VERIFICATION.—
(1) IN GENERAL.—Each person to whom the Secretary pro-

vided information under subsection (c) shall report to the Sec-
retary under the method established under subsection (c)(4) 
the results of its verification and the Secretary shall notify the 
Exchange of such results. Each person to whom the Secretary 
provided information under subsection (d) shall report to the 
Secretary in such manner as the Secretary determines appro-
priate. 

(2) VERIFICATION.—
(A) ELIGIBILITY FOR ENROLLMENT AND PREMIUM TAX 

CREDITS AND COST-SHARING REDUCTIONS.—If information 
provided by an applicant under paragraphs (1), (2), (3), 
and (4) of subsection (b) is verified under subsections (c) 
and (d)—
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(i) the individual’s eligibility to enroll through the 
Exchange and to apply for premium tax credits and 
cost-sharing reductions shall be satisfied; and 

(ii) the Secretary shall, if applicable, notify the 
Secretary of the Treasury under section 1412(c) of the 
amount of any advance payment to be made. 
(B) EXEMPTION FROM INDIVIDUAL RESPONSIBILITY.—If 

information provided by an applicant under subsection 
(b)(5) is verified under subsections (c) and (d), the Sec-
retary shall issue the certification of exemption described 
in section 1311(d)(4)(H). 
(3) INCONSISTENCIES INVOLVING ATTESTATION OF CITIZEN-

SHIP OR LAWFUL PRESENCE.—If the information provided by 
any applicant under subsection (b)(2) is inconsistent with infor-
mation in the records maintained by the Commissioner of So-
cial Security or Secretary of Homeland Security, whichever is 
applicable, the applicant’s eligibility will be determined in the 
same manner as an individual’s eligibility under the medicaid 
program is determined under section 1902(ee) of the Social Se-
curity Act (as in effect on January 1, 2010). 

(4) INCONSISTENCIES INVOLVING OTHER INFORMATION.—
(A) IN GENERAL.—If the information provided by an 

applicant under subsection (b) (other than subsection 
(b)(2)) is inconsistent with information in the records 
maintained by persons under subsection (c) or is not 
verified under subsection (d), the Secretary shall notify the 
Exchange and the Exchange shall take the following ac-
tions: 

(i) REASONABLE EFFORT.—The Exchange shall 
make a reasonable effort to identify and address the 
causes of such inconsistency, including through typo-
graphical or other clerical errors, by contacting the ap-
plicant to confirm the accuracy of the information, and 
by taking such additional actions as the Secretary, 
through regulation or other guidance, may identify. 

(ii) NOTICE AND OPPORTUNITY TO CORRECT.—In the 
case the inconsistency or inability to verify is not re-
solved under subparagraph (A), the Exchange shall—

(I) notify the applicant of such fact; 
(II) provide the applicant an opportunity to ei-

ther present satisfactory documentary evidence or 
resolve the inconsistency with the person verifying 
the information under subsection (c) or (d) during 
the 90-day period beginning the date on which the 
notice required under subclause (I) is sent to the 
applicant. 

The Secretary may extend the 90-day period under 
subclause (II) for enrollments occurring during 2014. 
(B) SPECIFIC ACTIONS NOT INVOLVING CITIZENSHIP OR 

LAWFUL PRESENCE.—
(i) IN GENERAL.—Except as provided in paragraph 

(3), the Exchange shall, during any period before the 
close of the period under subparagraph (A)(ii)(II), 
make any determination under paragraphs (2), (3), 
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and (4) of subsection (a) on the basis of the informa-
tion contained on the application. 

(ii) ELIGIBILITY OR AMOUNT OF CREDIT OR REDUC-
TION.—If an inconsistency involving the eligibility for, 
or amount of, any premium tax credit or cost-sharing 
reduction is unresolved under this subsection as of the 
close of the period under subparagraph (A)(ii)(II), the 
Exchange shall notify the applicant of the amount (if 
any) of the credit or reduction that is determined on 
the basis of the records maintained by persons under 
subsection (c). 

(iii) EMPLOYER AFFORDABILITY.—If the Secretary 
notifies an Exchange that an enrollee is eligible for a 
premium tax credit under section 36B of such Code or 
cost-sharing reduction under section 1402 because the 
enrollee’s (or related individual’s) employer does not 
provide minimum essential coverage through an em-
ployer-sponsored plan or that the employer does pro-
vide that coverage but it is not affordable coverage, 
the Exchange shall notify the employer of such fact 
and that the employer may be liable for the payment 
assessed under section 4980H of such Code. 

(iv) EXEMPTION.—In any case where the inconsist-
ency involving, or inability to verify, information pro-
vided under subsection (b)(5) is not resolved as of the 
close of the period under subparagraph (A)(ii)(II), the 
Exchange shall notify an applicant that no certifi-
cation of exemption from any requirement or payment 
under section 5000A of such Code will be issued. 
(C) APPEALS PROCESS.—The Exchange shall also notify 

each person receiving notice under this paragraph of the 
appeals processes established under subsection (f). 

(f) APPEALS AND REDETERMINATIONS.—
(1) IN GENERAL.—The Secretary, in consultation with the 

Secretary of the Treasury, the Secretary of Homeland Security, 
and the Commissioner of Social Security, shall establish proce-
dures by which the Secretary or one of such other Federal offi-
cers—

(A) hears and makes decisions with respect to appeals 
of any determination under subsection (e); and 

(B) redetermines eligibility on a periodic basis in ap-
propriate circumstances. 
(2) EMPLOYER LIABILITY.—

(A) IN GENERAL.—The Secretary shall establish a sepa-
rate appeals process for employers who are notified under 
subsection (e)(4)(C) that the employer may be liable for a 
tax imposed by section 4980H of the Internal Revenue 
Code of 1986 with respect to an employee because of a de-
termination that the employer does not provide minimum 
essential coverage through an employer-sponsored plan or 
that the employer does provide that coverage but it is not 
affordable coverage with respect to an employee. Such 
process shall provide an employer the opportunity to—
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(i) present information to the Exchange for review 
of the determination either by the Exchange or the 
person making the determination, including evidence 
of the employer-sponsored plan and employer contribu-
tions to the plan; and 

(ii) have access to the data used to make the de-
termination to the extent allowable by law. 

Such process shall be in addition to any rights of appeal 
the employer may have under subtitle F of such Code. 

(B) CONFIDENTIALITY.—Notwithstanding any provision 
of this title (or the amendments made by this title) or sec-
tion 6103 of the Internal Revenue Code of 1986, an em-
ployer shall not be entitled to any taxpayer return infor-
mation with respect to an employee for purposes of deter-
mining whether the employer is subject to the penalty 
under section 4980H of such Code with respect to the em-
ployee, except that—

(i) the employer may be notified as to the name of 
an employee and whether or not the employee’s in-
come is above or below the threshold by which the af-
fordability of an employer’s health insurance coverage 
is measured; and 

(ii) this subparagraph shall not apply to an em-
ployee who provides a waiver (at such time and in 
such manner as the Secretary may prescribe) author-
izing an employer to have access to the employee’s tax-
payer return information. 

(g) CONFIDENTIALITY OF APPLICANT INFORMATION.—
(1) IN GENERAL.—An applicant for insurance coverage or 

for a premium tax credit or cost-sharing reduction shall be re-
quired to provide only the information strictly necessary to au-
thenticate identity, determine eligibility, and determine the 
amount of the credit or reduction. 

(2) RECEIPT OF INFORMATION.—Any person who receives 
information provided by an applicant under subsection (b) 
(whether directly or by another person at the request of the ap-
plicant), or receives information from a Federal agency under 
subsection (c), (d), or (e), shall—

(A) use the information only for the purposes of, and 
to the extent necessary in, ensuring the efficient operation 
of the Exchange, including verifying the eligibility of an in-
dividual to enroll through an Exchange or to claim a pre-
mium tax credit or cost-sharing reduction or the amount 
of the credit or reduction; and 

(B) not disclose the information to any other person 
except as provided in this section. 

(h) PENALTIES.—
(1) FALSE OR FRAUDULENT INFORMATION.—

(A) CIVIL PENALTY.—
(i) IN GENERAL.—If—

(I) any person fails to provides correct infor-
mation under subsection (b); and 
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