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Some SHOP Exchanges to Delay 
Employee Choice for 2015 
Provided by Hammitt Benefits Group

The Affordable Care Act (ACA) required each 

state to establish an online competitive 

marketplace, called an Exchange, where 

individuals and small businesses may purchase 

health insurance, beginning in 2014. The Small 

Business Health Options Program (SHOP) is the 

Exchange component for small businesses. 

The Department of Health and Human Services 

(HHS) operates a federally-facilitated Exchange 

(FFE) in each state that did not establish its own 

Exchange. The SHOP component of the FFE is 

known as the FF-SHOP. 

The ACA requires each SHOP to  provide the 

“employee choice model,” in which the employer 

chooses a level of coverage and a contribution 

amount and employees then select any plan at 

that level. However, the requirement to offer 

the employee choice model was previously 

delayed until 2015. 

On June 10, 2014, HHS released a list of FF-SHOP 

states where the employee choice model would 

be further delayed, pursuant to an HHS policy 

announced earlier this year. In total, 18 states 

with an FF-SHOP will not be providing the 

employee choice model in 2015. Employers in 

these states will be able to offer employees a 

single health plan and a single dental plan 

through the SHOP Exchange. 

SHOP Exchanges and Employee Choice 

Small businesses with up to 100 employees may 

be eligible to participate in the SHOP Exchanges. 

However, until 2016, states may limit 

participation in the SHOP to businesses with up 

to 50 employees. Beginning in 2017, states may 

allow businesses with more than 100 employees 

to participate in the SHOP Exchanges. 

A SHOP must allow employers the option to offer 

employees all qualified health plans (QHPs) at a 

level of coverage chosen by the employer—

bronze, silver, gold or platinum. Under this 

“employee choice model,” the employer chooses 

a level of coverage and a contribution amount 

and employees then select any QHP at that level. 

SHOPs may also allow a qualified employer to 

choose one QHP for its employees. 

Delay for 2014 

On June 4, 2013, HHS released a final rule to 

implement a transition policy regarding an 

employee’s choice of QHPs in the SHOP. Under 

the transition policy, implementation of the 

employee choice model as a requirement for all 

SHOPs was delayed for one year, until 2015. This 

• State regulators were allowed to recommend 

a delay for the employee choice model. 

• HHS issued a list of FF-SHOPs that will not be 

providing employee choice in 2015. 

• Employers in these states will be able to 

offer a single plan through the SHOP. 

• Employee choice is expected to be available 

in all FF-SHOPs in 2016. 

In total, 18 states 
with federally-

facilitated SHOPs 
will not be 

providing the 
employee choice 

model in 2015.  

http://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Marketplaces/2015-Transition-to-Employee-Choice-.html
http://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Marketplaces/2015-Transition-to-Employee-Choice-.html
https://www.federalregister.gov/articles/2013/06/04/2013-13149/establishment-of-exchanges-and-qualified-health-plans-small-business-health-options-program-patient


 

 

transition policy applies for plan years beginning 

on or after Jan. 1, 2014, and before Jan. 1, 2015. 

State-run SHOPs were not required to give 

employers the option to offer employees a choice 

of QHPs at a single level of coverage. However, a 

SHOP could decide to provide this option for 

2014 plan years. Many state-run SHOPs began 

offering employee choice to small employers in 

2014, including California, Colorado and New 

York. 

For 2014 plan years, the FF-SHOP will not give 

employers the option to offer employees a choice 

of QHPs at a single level of coverage. Instead, 

employers must choose a single QHP to offer 

their qualified employees. 

Transition Policy for 2015 

HHS stated that beginning in 2015, the FF-SHOP 

will give employers the option of offering only a 

single QHP in addition to the employee choice 

model. However, on May 16, 2014, HHS issued a 

final rule providing a one-year transition rule for 

the employee choice model for certain SHOPs. 

This transition policy allows a state’s Insurance 

Commissioner to recommend that employee 

choice not be implemented in that state in 2015 

if the Commissioner can adequately explain that 

this would be in the best interest of small 

employers (and their employees and 

dependents), given the likelihood that 

implementing employee choice would cause 

issuers to price their products and plans higher in 

2015 than they would otherwise price them, due 

to the issuers' beliefs about adverse selection. 

HHS noted that the decision to delay employee 

choice in 2015 must be made sufficiently in 

advance of the end of the QHP certification 

application window, so that issuers can make 

informed decisions about whether to participate 

in the SHOP. In the FF-SHOPs, state Insurance 

Commissioners were required to submit this 

recommendation to HHS by June 2, 2014. HHS 

anticipated that its decision regarding employee 

choice implementation in states with an FF-SHOP 

would be made by June 10, 2014. 

This is a one-year transition policy and applies 

only for 2015. Unless HHS issues guidance 

providing otherwise, employee choice will be 

available in all FF-SHOPs in 2016. 

FF-SHOP States Not Implementing Employee 

Choice in 2015 

In total, HHS approved the recommendations of 

18 states with an FF-SHOP to not implement 

employee choice in 2015, including Alabama, 

Alaska, Arizona, Delaware, Illinois, Kansas, 

Louisiana, Maine, Michigan, Montana, New 

Hampshire, New Jersey, North Carolina, 

Oklahoma, Pennsylvania, South Carolina, South 

Dakota and West Virginia. Employers in these 

states will be able to offer employees a single 

health plan and a single dental plan through the 

SHOP Exchange. 

The remaining 14 states with an FF-SHOP will 

have employee choice available to small 

businesses in 2015, including Arkansas, Florida, 

Georgia, Indiana, Iowa, Missouri, Nebraska, 

North Dakota, Ohio, Tennessee, Texas, Virginia, 

Wisconsin and Wyoming. Employers in these 

states will be able to offer employees either: 

 A single health and dental plan; or 

 A choice of health plans in a single metal level 

and dental plans in a single coverage level. 

Most state-run SHOPs began offering the 

employee choice model to small employers in 

2014. HHS will post a list of state-run Exchanges 

that will offer employee choice in 2015 once all 

states have reported their decisions to HHS. 

https://www.federalregister.gov/articles/2014/05/27/2014-11657/patient-protection-and-affordable-care-act-exchange-and-insurance-market-standards-for-2015-and

