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If a state does not establish an 
exchange, residents of that state 
will be able to purchase coverage 

through a federal exchange. Whether 
they purchase through the state or 
federal exchange, they will get access to 
federal individual tax subsidies and small 
business tax credits. 

Private insurance companies 
called “issuers,” will contract 
with exchanges to offer 
coverage. They will develop 
health coverage plans, called 
qualified health plans (QHPs), 
which meet the benefit 
and cost sharing structures 
specified in the ACA and 
other conditions that a state's 
exchange might also require. 
Enrollment is scheduled to 
begin in October 2013, with 
coverage starting as early as 
January 2014.

California was the first state 
to create a health benefit 
exchange, Covered California, 

california’s health 
benefit exchange

following the passage of federal health 
care reform. Covered California is an 
independent public entity within state 
government. Three members of the 
five-member board are appointed by 
the Governor and one by each house of 
the Legislature. The mission of Covered 
California is to increase the number 

of insured Californians, improve 
health care quality, lower costs, and 
reduce health disparities through an 
innovative, competitive marketplace 
that empowers consumers to choose 
the health plan and providers that 
give them the best value. Covered 
California will contract with insurance 
companies and, through this 
contracting process, will set terms and 
prices of the QHPs. In addition, federal 
tax subsidies will make the health 
plans more affordable for individuals. 

California will also set up a Small 
Business Health Options Program 
(SHOP), also known as a small 
business exchange, which will be 
separate from the individual market. 
The SHOP will assist qualified 

employers in the enrollment of qualified 
employees into QHPs. Small employers 
will also be provided with access to 
a federal tax credit. Businesses with 
up to 100 employees will be eligible, 
although states can limit participation to 
businesses with up to 50 employees until 
2016. 

When a consumer purchases enrollment 
in a QHP for sale through Covered 
California, the exchange will initiate the 
payment to the insurance company and 
any advance tax credits the consumer 
may qualify for. Then, the insurance 
company is responsible, as any licensed 
health insurer, for financing the covered 
benefits and administering the plan. It 
will operate as any private plan operates 
in the individual or small group insurance 
market. 

Covered California is in the process of 
setting up the infrastructure to facilitate 
the comparison of plans’ benefits and 
prices, thus ensuring that consumers 
are offered a range of QHPs appropriate 
to their needs. The exchange will 
support consumer choice by making 
comprehensive information about health 
plans available in an objective, easy-to-
understand format, including: calif ornia: 
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One of the primary ways the Affordable Care Act (ACA) seeks to lower 
insurance costs is by helping states set up a new insurance marketplace, 
known as an "exchange," in which individuals and small businesses will 
be able to purchase competitively priced health plans.
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 X a website that provides standardized comparison 
information on QHP benefit plans/options 

 X a calculator for applicants to compare costs across plan 
options 

 X a web-based eligibility portal to help link individuals to 
health coverage options available to them

 X a toll-free consumer assistance hotline  

The specifics of how this will be administrated are still under 
development. 

The ACA and implementing regulations have set certain 
requirements for the QHPs, but the statute authorizing 
California’s exchange contemplates additional requirements 
aimed at improving the nature of health coverage. The 
federal government requires that the plans cover essential 
health benefits, have certain quality measures, and not 
discriminate based on pre-existing conditions, among 
other things. Covered California is currently in the process 
of determining the specific requirements for an insurance 
company to be able to participate in the exchange, and 
welcomes public comments on a draft of the proposed 
contract with insurance companies that wish to participate 
at www.healthexchange.ca.gov. g

they will find CALA members
through New LifeStyles.

Call 1•800•869•9549
or visit www.NewLifeStyles.com for more information.
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App

or mobile site.  

THE SOURCE FOR SENIOR LIVING

Rachael Maxwell-Jolly is an associate at the law firm of Hanson Bridgett 
LLP in the Health and Senior Care Section. Joel Goldman is a partner at 
Hanson Bridgett, founding board member of CALA and nationally known 
expert on Assisted Living .
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