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Establishment of Health Insurance
Exchanges and SHOPs
Exchanges (also known as Health Insurance
Marketplaces) provide an option for individuals to buy
private health insurance. The Exchanges also operate
the Small Business Health Options Program (SHOP)
as an option for qualified small employers to purchase
employee health coverage. The U.S. Department of
Health and Human Services (HHS) has issued final rules
relating to Exchanges which include standards for:

Small Business Health Options Program (SHOP)
Exchanges are required to operate a SHOP as an option
for qualified small employers to purchase employee
health coverage. The federal government operates
the program in states that did not elect to establish an
Exchange. Employers located in a state operating its own
SHOP Exchange must follow that state’s application and
enrollment process.

The establishment and operation of an Exchange;

Under the law, SHOPs must allow employers the option
of offering employees all qualified health plans (QHPs) at
a single level of coverage. Employers are able to choose
the level of coverage to offer (bronze, silver, gold, or
platinum), define their contribution toward employees’
coverage, and then offer the employees choices of
multiple insurers and plans. In addition, SHOPs may allow
employers to offer one or more QHPs to employees by
other methods, such as allowing the employer to choose
a single QHP for employees.

»»
»»
»»
»»
»»

Health insurance plans that participate in an
Exchange;
Determinations of an individual’s eligibility to
enroll in Exchange health plans and in insurance
affordability programs;
Enrollment in health plans through Exchanges;
and
Employer eligibility for and participation in SHOPs.

Exchanges perform a variety of functions, including
certifying health plans as “qualified health plans” to be
offered in the Exchange; operating healthcare.gov to
facilitate comparisons among qualified health plans;
determining eligibility of consumers for enrollment in
qualified health plans and for insurance affordability
programs (such as premium tax credits, Medicaid and
CHIP); and facilitating enrollment of consumers in
qualified health plans.
The federal government operates “federally-facilitated
Exchanges” in states that did not elect to establish their
own state-based Exchange, while some states operate
a hybrid State Partnership Exchange in which the state
runs certain functions.

Special Update: Key Employer Choice Feature of
SHOP Exchanges Delayed & Transitional Policy
Provided for 2015
Prior rules delayed the requirement for SHOPs to
provide employers the option of offering employees a
choice of any qualified health plan (QHP) at a single
level of coverage selected by the employer, until plan
years beginning on or after January 1, 2015. Under
subsequently issued final rules, state insurance
commissioners were given the opportunity to recommend
that, only for plan years beginning in 2015, a
SHOP not provide this “employer choice” feature if not
implementing it would be in the best interest of small
employers and their employees and dependents.
The U.S. Department of Health and Human Services has
released a list of states with a federally-facilitated SHOP
which will not be implementing the “employer choice”
feature in 2015. In total, 18 states with a federallyfacilitated SHOP will not implement “employer
choice” in 2015. Those states are: Alabama, Alaska,
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Arizona, Delaware, Illinois, Kansas, Louisiana, Maine,
Michigan, Montana, New Hampshire, New Jersey, North
Carolina, Oklahoma, Pennsylvania, South Carolina, South
Dakota, and West Virginia. The remaining 14 states with
a federally-facilitated SHOP will join most state-based
SHOPs and have employer choice available to small
businesses in 2015.
The U.S. Department of Health and Human Services
remains committed to implementing the employer choice
feature in all SHOPs by 2016.
Employer Participation in SHOPs
The final rules outline the basic standards employers
must meet to voluntarily participate in a SHOP.
Employer Eligibility
The final rules provide that an employer is a qualified
employer eligible to purchase coverage through a SHOP
if such employer:

»»
»»
»»

Is a small employer (in most states,this is defined
as 50 or fewer full-time equivalent employees for
2014--beginning in 2016, employers with up to
100 employees will be eligible to participate);
Elects to offer, at a minimum, all full-time
employees coverage in a qualified health plan
through a SHOP; and
Either—

•
•

Has its principal business address in
the Exchange service area and offers
coverage to all its full-time employees
through that SHOP; or
Offers coverage to each eligible employee
through the SHOP serving that employee’s
primary worksite.

A qualified employer may continue to participate in a
SHOP if it ceases to be a small employer due to an
increase in the number of employees, until the employer

either fails to meet the other eligibility criteria or elects to
no longer participate in the SHOP.
Note: The federal government has made available a
SHOP Full-Time Equivalent Employee Calculator for
employers to determine whether they might qualify
for SHOP. (Some states that run their own SHOP
Marketplaces count FTEs for SHOP eligibility differently.
Employers located in a state that runs its own SHOP
Marketplace should contact the SHOP Marketplace to
learn more.)
Special Update: A separate set of final rules includes
standards governing the definitions and counting
methods used to determine employer size and fulltime status of employees for purposes of Exchanges
and SHOP participation.
Standards for Employer Participation in a SHOP
Under the final rules, the following standards apply for
small employer participation in a SHOP:

»»

»»

Each SHOP will set a uniform process and
timeline for each employer seeking to become a
qualified employer through the SHOP. A qualified
employer may make coverage in a qualified
health plan available to employees through the
SHOP according to the process established.
A qualified employer participating in a SHOP
must provide certain information to its employees
about the methods for selecting and enrolling in a
qualified health plan, including:

•
•
•

The timeframes for enrollment;
Instructions for how to access the SHOP
web site and other tools to compare
qualified health plans; and
The SHOP toll-free hotline.
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»»

»»

Qualified employers must provide employees
hired outside of the initial or annual open
enrollment period with a specified period to seek
coverage in a qualified health plan beginning on
the first day of employment, as well as certain
information about the enrollment process.
A qualified employer participating in a SHOP
also must provide the SHOP with information
about individuals or employees whose eligibility
to purchase coverage through the employer has
changed, including newly eligible individuals as
well as those no longer eligible for coverage (for
example, due to a COBRA qualifying event).

»»

An employer may begin participating in a SHOP
at any time. The employer’s plan year consists of
the 12-month period beginning with the qualified
employer’s effective date of coverage. The SHOP
must provide qualified employers with a period
of no less than 30 days prior to the completion of
the employer’s plan year and before the annual
employee open enrollment period, in which the
qualified employer may change its participation in
the SHOP for the next plan year.

•

Once an employer begins participating
in a SHOP, it must adhere to the annual
employer election period during which it
may change employee offerings for the
next plan year.

