September 2013
Jan Hudson, Senior Policy Analyst

Michigan’s Health Insurance Marketplace Will Open
for Business Oct. 1

M

ichigan’s federally operated exchange, the new
regulated, compe ve, consumer‐friendly Health
Insurance Marketplace will open for
business on Oct. 1, 2013. It is
designed to help individuals without
aﬀordable employer coverage and
small businesses compare op ons
and purchase quality healthcare
coverage. The Health Insurance
Marketplace website and toll‐free
number (800‐318‐2596) are avail‐
able to provide general informa on.
Michigan‐specific informa on will be available star ng
Oct. 1, 2013, when open enrollment begins.
The Aﬀordable Care Act, signed into law in March 2010,
requires every state to have an opera onal health insur‐
ance exchange by Jan. 1, 2014, with open enrollment
beginning in October. States have the op on of designing
and opera ng their own exchanges (“state‐operated
exchange”), or deferring to the federal government to
design and operate all (“federally facilitated exchange”),
or most (“partnership exchange”) func ons of the
exchange. Michigan has deferred to the federal govern‐
ment to develop and operate its Marketplace.
Gov. Rick Snyder strongly supported the crea on of a
state‐operated marketplace and urged lawmakers to
pass enabling legisla on. State lawmakers, however,
refused and turned down federal funds for research and
planning ($9.8 million). When the governor then pro‐
posed a federal‐state partnership exchange, the Legisla‐
ture refused to accept the federal dollars ($30.7 million)
for implementa on and consumer assistance. In total, the
state has declined to accept more than $40 million in
federal grants.
Because a state is not precluded from establishing a state‐
operated exchange a er ini al implementa on in 2014,
Michigan policymakers could develop a plan to transi on

to a state‐operated exchange in 2015 or later. Federal
grants for exchange development remain available
through Dec. 31, 2014.

WHAT IS AN EXCHANGE?
The word “exchange,” means li le
in the context of healthcare, but
that is the name given in the law
to the new compe ve Health
Insurance Marketplace created in
the Aﬀordable Care Act. This
Marketplace will not require
individuals “to give up or exchange” their current health‐
care coverage for something diﬀerent or new, rather it
will provide the opportunity for those who don’t have
employer coverage to shop, compare and purchase
quality health insurance coverage. This new, regulated
marketplace will provide new op ons for Americans to
meet their specific healthcare needs and achieve health
security by obtaining quality, aﬀordable coverage.
A key func on of the Marketplace is consumer outreach,
educa on and enrollment. Marketplaces must have a
website that allows:
 consumers to obtain and view informa on on the
qualified health plans, including a cost and subsidy
calculator,
 applica ons for premium/cost sharing subsidies to
be submi ed, and
 enrollment in the plans that meet consumers’
needs.

Marketplaces must also have a toll‐free phone line to
assist consumers and provide informa on, as well as in‐
person assistance to provide a consumer‐friendly se ng
where individuals and small businesses can compare
health plans on an “apples to apples” basis without
pressure or bias to purchase a par cular product.
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NAVIGATORS TO HELP
Direct consumer assistance will be available in the Mar‐
ketplace through a variety of means to assist consumers
through the process of:
 comparing plans,
 choosing the op on that best meets their
healthcare coverage needs and budgets, and
 applying for tax credits or Medicaid/MIChild.

Every marketplace will have a Navigator program which
must be established and funded by the exchange. Navi‐
gators’ responsibili es are defined in the ACA and include:
public educa on and outreach; providing informa on in a
culturally and linguis cally appropriate manner; providing
impar al informa on about the plans available on the
exchange as well as the federal subsidies; assistance with
enrollment in a health plan; referrals to other consumer
assistance programs to resolve ques ons or complaints
related to coverage or billing or other issues. Certain
en es, specified in the law, can be selected to become
Navigators. They must have demonstrated experience in
working with individuals or small businesses that are likely
to purchase coverage through the exchange. Navigator
programs are funded by the exchanges, through state‐
based grants in state‐run exchanges or through federal
grants in partnership or federally run exchanges.
On April 9, 2013, the federal government released a
funding opportunity announcement to the 34 states with
federally facilitated or state‐partnership exchanges to
apply for grant funding for Navigator programs. Each state
was guaranteed at least $600,000. The ini al federal
alloca on, however, was only $54 million. Final awards
announced on Aug. 15, 2013, totaled $67 million.

The $2.5 million awarded to Michigan will likely be inade‐
quate to educate and successfully enroll 1.2 million
uninsured Michiganians in healthcare coverage. As a
component of the federal‐state partnership exchange
grant award, Michigan could have received $19.3 million
for consumer assistance programs. Those funds would
have gone a long way to funding educa on, outreach, and
enrollment eﬀorts had the Legislature accepted the funds.

CERTIFIED APPLICATION COUNSELORS
Every marketplace must also have Cer fied Applica on
Counselors who are trained to educate consumers and
assist with the comple on of applica ons for coverage.
Their du es and training are far more limited than those
of Navigators. Organiza ons must be cer fied to perform
these du es and can designate or limit the popula ons
they serve. Counselors are not subject to the same strict
conflict of interest standards as Navigators (counselors
must only disclose poten al conflicts of interest), but
must serve the consumer’s best interest. While new fund‐
ing was not included in the ACA for Cer fied Applica on
Counselors, other grant or founda on funding can be used
in addi on to volunteers.
Even though “apples to apples” comparisons will be avail‐
able, consumer assistance will be essen al to families and
individuals to help them find the plan that best meets
their needs. Out‐of‐pocket costs, including copays and
deduc bles, provider networks, and the specific benefits
will vary by plan, making selec on of the right combina‐
on a challenge. While some have compared the ex‐
change to a website such as Expedia, selec ng healthcare
coverage that meets one’s needs is far more complicated
that selec ng an airline to fly from point A to point B.

QUALIFIED HEALTH PLANS ON THE EXCHANGE
Michigan Organiza ons That
Received Navigator Program Grants:
Michigan Consumers for Healthcare
$1,319,345

Community Bridges Management, Inc.
$896,366

Arab Community Center for Economic & Social Services
$276,593

American Indian Health & Family Services
of Southeastern Michigan, Inc.
$49,583.50
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To be sold on the marketplace, health plans must be
cer fied as mee ng specifically defined standards to
ensure high‐quality products are available. Plans will be
required to provide benefit informa on in understandable
language as well as in a format that provides easy
comparison of mul ple health plans.

PREMIUM AND COST‐SHARING SUBSIDIES
In addi on to purchasing and enrolling in health plans,
individuals with incomes between 100% and 400% of the
federal poverty level will be able to apply for sliding‐scale
premium and cost‐sharing subsidies. The premium subsi‐
dies will be “advanceable tax credits” that are given in
advance of filing tax returns. They are intended to make
the health plans more aﬀordable and assist families and
individuals in mee ng the requirement that everyone
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Potential Qualified Health Plans in Michigan

M

obtain coverage if it is aﬀordable. The Department of
Health and Human Services has released a video explain‐
ing the applica on process.

ichigan’s Department of Insurance and Financial
Services has received and is reviewing the filing
informa on from 14 insurance companies seeking to be
qualified to sell their products on the exchange. The plans
will be reviewed by both the state and federal governments
for compliance with state and federal laws. Filing and rate
informa on are expected to be released on Oct. 1, 2013, the
date open enrollment begins.

The table below displays expected premium contribu ons
at various income levels:

One of the companies seeking qualifica on to sell products
on the exchange is Consumers Mutual Insurance of
Michigan, Michigan’s Consumer Oriented and Operated
Plan, or CO‐OP. Michigan was one of 24 states to receive a
federal loan to develop and implement a CO‐OP, a new type
of nonprofit health insurer created by the ACA. Under this
model, plans are designed to oﬀer aﬀordable, consumer‐
friendly and high quality health insurance op ons to individ‐
uals and small businesses, both on and oﬀ the exchange.
Members will be owners of the company, and any excess
premiums collected will be reinvested to improve the
organiza on, keep future premiums low, reduce out‐of‐
pocket costs or expand benefits. By the end of its second
year of opera on, the CO‐OP must have 51% of its board
composed of members.

Exchanges will classify plans into four ers depending on
the comprehensiveness of coverage and the amount of
cost‐sharing. Because federal subsidies are based on
income, the subsidies can be used to purchase whichever
er plan is desired. If a higher‐ er plan is purchased, the
consumer will be responsible for more of the premium
cost. If a lower‐ er plan is selected, the consumer will
have to pay less as the subsidy will cover more of the
premium cost. The ers of plans (bronze, silver, gold,
pla num) do not indicate diﬀerences in quality of plans or
benefits, rather they indicate diﬀerences in cost‐sharing
and premium costs. A bronze plan will have a lower
premium, but higher cost‐sharing than a pla num plan
which will have a higher premium, but lower cost‐sharing.

For example, a family of four with income of $47,100
would generally have to pay no more than $2,967 per year
(6.3% of income) in premium costs. The premium balance
would be subsidized by the federal government.

Premium Credits by Income Under the Aﬀordable Care Act
Expected Premium Contribu on
Remaining A er Premium Credit

Income
Percentage of
Poverty Line

100 ‐ 133%
133 ‐ 150%
150 ‐ 200%
200 ‐ 250%
250 ‐ 300%
300 ‐ 350%
350 ‐ 400%
100 ‐ 133%
133 ‐ 150%
150 ‐ 200%
200 ‐ 250%
250 ‐ 300%
300 ‐ 350%
350 ‐ 400%

Annual Dollar
Amount (2013)

Premium Contribu on as
Percentage of Income

Family of Four
$23,550 ‐ $31,322
$31,322 ‐ $35,325
$35,325 ‐ $47,100
$47,100 ‐ $58,875
$58,875 ‐ $70,650
$70,650 ‐ $82,425
$82,425 ‐ $94,200
Individual
$11,490 ‐ $15,282
$15,282 ‐ $17,235
$17,235 ‐ $22,980
$22,980 ‐ $28,725
$28,725 ‐ $34,470
$34,470 ‐ $40,215
$40,215 ‐ $45,960

2%
3 ‐ 4%
4 ‐ 6.3%
6.3 ‐ 8.1%
8.1 ‐ 9.5%
9.5%
9.5%
2%
3 ‐ 4%
4 ‐ 6.3%
6.3 ‐ 8.1%
8.1 ‐ 9.5%
9.5%
9.5%

Monthly Premium
Contribu on

$39 ‐ $52
$78 ‐ $118
$118 ‐ $247
$247 ‐ $395
$395 ‐ $559
$559 ‐ $652
$652 ‐ $745
$19 ‐ $25
$38 ‐ $57
$57 ‐ $121
$121 ‐ $193
$193 ‐ $272
$272 ‐ $318
$318 ‐ $364

Source: Center on Budget and Policy Priori es

MICHIGAN LEAGUE FOR PUBLIC POLICY | SEPTEMBER 2013

PAGE 3

The cost‐sharing subsidies, available to those with
incomes up to 250% of the federal poverty level who
purchase a silver‐ er plan, reduce out‐of‐pocket spending
and cost barriers making it possible for people to access
needed care and services.
The ACA also caps out‐of‐pocket spending on a sliding
scale for those with incomes below 400% of the federal
poverty level, as demonstrated by the following table. Out
‐of‐pocket limits will be updated each year, so the
amounts in 2014 will be somewhat diﬀerent from those
shown below.

Percent of Federal Poverty Level
Out‐of‐Pocket Maximum
100‐200%

200‐300%

300‐400%

400% +

Individual

$2,017

$3,025

$4,033

$6,350

Family

$4,033

$6,050

$8,067

$12,700

The Kaiser Family Founda on has created a subsidy
calculator that es mates the consumer’s share of annual
premiums, the amount of their federal subsidies, and
cost‐sharing limits based on income, household size, age,
and tobacco usage.

APPLICATION PROCESS
To facilitate mely enrollment and provide the “1st class
21st century experience” required by the law, a simpli‐
fied, streamlined applica on and enrollment process for
both private coverage subsidies and public (Medicaid or
MIChild) coverage assessment has been developed by the
federal government. A state can design its own applica‐
on, subject to federal approval, or it can use the federal
applica on. Individuals or families will be able to submit
one applica on and be determined eligible for the pre‐
mium and cost‐sharing subsidies or assessed/determined
eligible for public programs. States have the op on of
allowing the exchange to determine Medicaid or Chil‐
dren’s Health Insurance Program (MIChild in Michigan)
eligibility, or the exchange can assess and transmit the
applica on to the state for final eligibility determina on.
The applica on cannot be burdensome to the family or
individual and, to the degree possible, eligibility for
subsidies and Medicaid/CHIP will be determined through
data matches with the IRS and other federal or state data
sources. Paper verifica on and documenta on must be
minimized, greatly simplifying the process.
The simplifica on of Medicaid eligibility determina on
and the ability to apply for coverage through the
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T

he state is expected to make final
eligibility determina ons for Medicaid
and MIChild.

Applica ons submi ed through the Health
Insurance Marketplace that appear Medicaid
or MIChild eligible will be transmi ed to the
state for final determina on. An automated
system, using the new MAGI eligibility rules,
is under development.

exchange are key policy changes included in the ACA.
Most Medicaid categories have been collapsed and the
new structure is based simply on income and ci zenship.
Income eligibility will be determined on a new tax‐related
income basis, called modified adjusted gross income
(MAGI) for those ages 19 – 64 who are not pregnant or
Medicare eligible. Applicants will no longer have to be
part of a federally designated group to qualify. Asset
limits for most groups will be eliminated eﬀec ve Jan. 1,
2014. The law envisions eligibility determina ons on a
nearly immediate basis, but it does not appear at this
me that suﬃcient data match systems will ini ally be
available to provide “real me” determina ons.
The expansion of Medicaid eligibility to those with
incomes up to 133% of the federal poverty level, included
in the ACA, has been an extremely conten ous issue in
Michigan in spite of the governor’s strong support and
inclusion of the federal funds to expand Medicaid
eligibility and the state savings in his FY 2014 budget
recommenda on. Both the House and Senate rejected
the governor’s recommenda on. An alternate bill,
H.B. 4714, was finally passed by both chambers in
September. The final bill requires federal waivers and
focuses on healthy behaviors, beneficiary cost‐sharing
and numerous program improvements. Due to the
Senate’s denial of immediate eﬀect, the Medicaid
expansion will be delayed from the Jan. 1, 2014 date
included in the legisla on, likely to April 1, 2014, leaving
low‐income, working residents uninsured for an extra
three months. The Department of Community Health has
es mated the state will lose $7 million per day in federal
funding due to the delayed implementa on.

WHY EXCHANGES ARE NEEDED
There are millions of Americans who are uninsured
because they do not have access to aﬀordable healthcare
coverage through their employers, they have been denied
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coverage due to a pre‐exis ng condi on, they reached
their maximum benefit level, or they have lost healthcare
coverage along with their jobs.
Michigan con nues to experience steep declines in
employer‐sponsored healthcare coverage with more than
1.6 million individuals losing coverage between 2000 and
2011, many of whom con nue to be uninsured. For the
period 2000‐2001, the percentage of Michigan’s popula‐
on covered by employer‐sponsored insurance was 77%;
by 2010‐2011, that percentage had declined to 61.5%.
Over the same period, the number of workers ages 18‐64
with employer‐sponsored coverage fell by 1.2 million,
from 4.2 million in 2000‐2001 to 3 million in 2010‐2011,
by far the largest drop in the na on. There are few, if any,
aﬀordable op ons for those who have lost their jobs and
healthcare coverage or for those who do not have
aﬀordable coverage oﬀered by their employers.
Currently there is no single place where consumers or
small businesses can review and compare op ons and
shop for healthcare coverage. There is li le compe on in
the market to provide compe ve prices while ques on‐
able prac ces (using fine print or confusing language to
define benefits, recrui ng healthy individuals while dis‐
couraging those less healthy from purchasing coverage)
among companies are common. The new Marketplace will
provide a one‐stop loca on for reviewing and shopping
for health plans and a level playing field where health
plans will compete based on quality and price. Health
plans will be required to follow a consistent format for
specifying plan benefits and cost sharing and to use
understandable language, rather than insurance jargon, so
that consumers and small businesses can readily under‐
stand exactly what they are purchasing. Consumer protec‐
ons, a cri cal issue addressed in the law, will be a key
func on of the Marketplace. Consumer informa on is
available on the federal Marketplace website.

OTHER BENEFITS OF THE HEALTH
INSURANCE MARKETPLACE
Eﬀec ve Jan. 1, 2014, health plans will no longer be
allowed to deny coverage or charge higher premiums for
adults (these protec ons for children were implemented
in 2010) with pre‐exis ng condi ons such as high blood
pressure, diabetes, or cancer. In addi on, life me limits
can no longer be imposed by health plans and annual
limits are phased out. Surcharges on women will no longer
be allowed, they will be charged the same rates as men
for comparable coverage.
New health plans sold both on and oﬀ the Marketplace
must include a minimum set of benefits that cover the
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categories specified in the law, including: out‐pa ent
services, emergency services, hospitaliza on, maternity
and newborn care, mental health and substance use
disorder services, prescrip on drugs, rehabilita ve and
habilita ve services and devices, laboratory services,
preven ve and wellness services and chronic disease
management, and pediatric services (including vision and
oral health). The state must select, from among federally
specified op ons, the health plan that will be the basis for
the state’s essen al health benefits package.

Michigan’s Essen al Health Benefit Plan
is based on Priority Health’s HMO plan,
plus the addi on of required benefits
not included in that plan.

Health plans are expected to have some leeway in
establishing their benefit packages, but must cover the
essen al health benefits package at a minimum. The ACA
specifies that the ered health plans must cover at least
60% of the cost of included services. Health plans sold on
the Marketplace will be monitored to ensure they follow
the provisions of the law and provide quality plans.
Strong consumer protec ons will provide confidence and
peace of mind to those shopping in the Marketplace.
Health plan premium increases will be monitored by the
Marketplace to ensure they are reasonable and jus fied.
Marke ng standards will be established to prohibit
unethical adver sing, and provider network standards will
be established to ensure the plans sold on the exchange
have adequate doctors and other providers available in
their plans. Health plans will be required to report quality
and customer sa sfac on ra ngs to help consumers make
informed choices. They will also be required to meet
quality standards and implement strategies to ensure
consumers receive good value for their healthcare dollars.
Consumer assistance programs will be available to handle
grievances or consumer concerns about health plan
benefits, billings, or claims.
Small businesses will also be able to shop for and compare
plans for their employees in the Marketplace. In addi on,
small businesses that purchase coverage in the Market‐
place may qualify for tax credits of up to 50% (35% for
tax‐exempt businesses) of the employers’ costs of
coverage.
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