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§ 6520. Employer and Employee Application Requirements

(a) A qualified employer who is eligible to purchase coverage from a Qualified Health Plan (QHP) for its
qualified employees through the Small Business Health Options Program (SHOP) pursuant to Section
6522, may apply to participate in the SHQP by submitting the following information to the SHgP;

(1) General employer information: business legal name and whether the .employer is doing business
under a fictitious name, Federal. Employer Identification Number, State Employer Identification Number,
organization type {private, nonprofit, government, church/church affiliated), Standard Industry
Classification ISIC) code. principal business address, mailing address, and billing address;

(2j The number of ~tfa~i#it~eli ible employees et~~e{~i+t~bein~ offered enrollment in SHOP and the total
number of #t~1-t:~t~~e-at~~ full-time equivalent (FTE) employees employed by the qualified employer, as
calculated. in accordance with Health and Safety Code Section 1357.500(k)(3) and Insurance Code
Section ~-9~6-5:3{x}{$}10753(a)(3l,

(3) Whether you have employed 20 or more. employees for 20 ar more weeks in the current or
preceding calendar year;.

(4) Whether the qualified employer is offering dependent health insurance coverage far spouses,
registered or non-registered domestic partners and/or,dependent children;

(5) The qualified;emplayer's desired health .insurance coverage effective date;.

(6}Whether the qualified employer is subject to COBRA orCal-COBRA continuation coverage
regulations;

(7) Whether the aualified employer is currently offering health coverage and if so thrau~h which issuer

(8) Whether the qualified employer intends to claim the Small Business Health Care Tax Credit with the'~

(~9) The name, primary phone number, and email address for the .primary contact and business
owner/authorized company officer for the qualified employer and the. preferred method of
communication;

(~10) Whether the qualified employer used an insurance agent and if so, the agent's name, general.
agency name (if applicable}, CA insurance license number, the agency Federal Employer Identification
Number if applicable, and whether the agent is an insurance agent certified by Covered California. If the
qualified employer uses an insurance. agent; the. qualified employer must have that agent certify #hat he
or she understands he or she may be subject to a civil penalty for providing false information under
Health and Safety Code Section 1389.8. and Insurance Code Section 10119.3.

(~11) Information about the qualified employer's qualified employees,_in the employee application in
subdivision {d);

(312) The emplo~rer's offer of health insurance coverage, which includes:

(A) The employer's contribution rate to each of its qualified employee's Qualified Health Plan (QHP)
premiums pursuant to Section 6522(a}(SjtA);
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(B) The employer's health premium contribution rate for spouse or non-registered domestic partner, ar
dependent children coverage, if applicable; and

(C) The employer's plan selection for a tier of health insurance coverage or for two contiguous tiers. of
health insurance coverage, pursuant to 45 CfR Section 156.140(b) (bronze, silver, gold, or platinum)
(February. 25, 2013), hereby incorporated by reference, and. the reference plan;

(D) if applicable, the employer's contribution rate to each of its qualified employee's employer-
sponsoredGroup Dental Plan premiums pursuant to Section 6522(h).

fE~ Whether the auaii~ed employer wishes to include infertility benefits to qualified employees:

{13) New aualifiied em~laver aaplicatian submissions are due five daysprior to the requested effective
date. Completed submissions received after this date wiN carry an effective date no earlier than the first
of the following month unless the qualified emaioyer submits a signed CCSB New Business Late
Submission Acknowledgement Farm tRev. 3/18), hereby incorpora#ed by reference. Exceptions for
exceptional circumstances will be considered on a case-bv-case basis.

{b) To participate in the SHOP, an employer must attest to the following:

(1) That the business has 1d0 or fewerfull-time or FTE employees and has a principal .business address in
California;

(2) That all qualified full-time employees of this business will be offered SHOP coverage;

{3j That the business has at least one employee who is not the owner or business partner, or the spouse
of the owner or business partner;

{4j:That the employer is signing the application under penalty of perjury, which means aH information
contained in the qualified employer application is true and correct to the best of the qualified
employer's knowledge;

(5}That the employer knows that he or she may be subject to penalties under federal law if he or she
intentionally provides false or untrue information pursuant to 45 CFRSection 155.285 (September 6,
2016), hereby incorporated by reference;

(6) That the employer knows that the information will only be used to determine eligibil6ty and facilitate
enrollment for health coverage and will o#herwise be ~Cept private ~s required by federal and state law;

(7) That any waiting period established by the qualified employer complies with 42 U.S.C. Section 300gg-
7, 45 CFR Section 155J25 (December 22, 2016), hereby incorporated by reference, and applicable state
law,

nd all qualified employees have complied with the qualified employer's waiting
:period;

(8) That the employer has the consent from. every qualified employee listed on the application to include
their personally identifiable information such as dates of birth, addresses, social security. numbers or tax
identification numbers, phone numbers, and email addresses;
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(9}That the employer understands that discrimination is prohibited on the basis of race, color, national
origin, religion, sex, age, sexual orientation, marital status, gender identity, veteran status, disability, or
any other type ofdiscrimination prohibited in the Health and Safety Code and Insurance Code;

(10) That the qualified employer understands that the SHOP will .not consider the qualified employer

approved for health insurance coverage until the SHOP. has received the qualified employer's first month

~{~premium payment, which shall be no less than 85 percent of the total amount due;

(11j That the qualified employer agrees to continue to make the total required monthly ~ea~~premium
~a~~pavment by the due date, and which at no time shall be less than SS percent of the total

amount due each month, including any premium amounts past due, to maintain eligibility for coverage
in the SHOP;

(12) That the qualified employer agrees to inform its qualified employees of the availability of health

insurance coverage and that those declining coverage must wait until the next open enrollment period,

pursuant to Section 8528, to sign. u.p for coverage, unless that employee experiences an event that

would entitle him or her to a special enrollment period pursuant to Section 6530;

{13) That the qualified.employer understands that once coverage in a QHP is approved by the SHOP,

changes to the coverage cannot be .implemented until the qualified employer's annual election of

coverage period pursuant to Section 6526, except to the extent the qualified employer exercises the

right to change coverage with ttie same issuer within the first 30 days of the effective .date of coverage

pursuant to Section 6528(fl, Health and Safety Code 1357.504(d); and Insurance Code Section

(14) That the qualified. employer understands that health insurance coverage through the SHOP is

subject to the applicable terms. and conditions of the QHP issuer contractor policy and.. applicable state ___

law, which will determine the procedures, exclusions and limitations relating to the coverage and wiH

govern in the event of any conflict with SHOP ar QNP issuer benefits comparison, summary ar other

descriptonof the. coverage;

(15) That the qualified employer understands that once employer and employee information is

transmitted to the selected QHPs, the qualified. employer's coverage effective da~esdate cannot be

changed nor can the qualified employer terminate coverage until after the first month of coverage;

(16) That the qualified employer agrees to inform its qualified employees of the availability of child and

family dental plans and that qualified employees may choose to enroll only in a dental _plan even if the

qualified employee does not choose to enroll in a QHP;

(17) That the qualified employer understands that the attestations in this section are subject to audit by

the SHOP at any time; and

(18) That the qualified employer agrees to maintain compliance with the attestations in this section in

order #o continue eligibility for coverage through the SNOP.

(c) A qualified employer must provide the SHOP with its most recent Quarterly Contribution Return and

Report of Wages (Form DE-9C), as filed with the California Employment Development Division, on which

the qualified employer must identify an the face of the form whether each employee listed on the DE-9C

is a full-time employee, part-time eligible employee, ineligible employee and whether the employee is



still employed by the qualified employer. If there is not sufficient space on the face of the Form DE-9C
for the qualified employer to add the required information, the qualified employer may attach
additional sheets of paper to the Form DE-9C as necessary. A qualified employer must provide the SHOP
with additional or other documents in the following circumstances:.

(1) Fora .qualified employer who is a sole proprietor in business less than three (3} months, a California
business. license or fictitious Business. Name Filing and a DE-9C or payroll records for 30 days;

(2j For a qualified employer who is a sole proprietor who is in business three (3) months or more, a DE-
9C. If the owner is not listed as earning wages on the DE-9C and wishes.to enroll for coverage, a current
FRS. Form 1440 Schedule C Profit or Loss From Business (Sole Proprietorship} or, if a Form 1040 Schedule
C is not available, a California business license or Fictitious Business Name ding may be substituted;

{3) For a qualified. employer who is a corporation in business less than three. (3j months, Articles of
Incorporation, filed andstamped by the Secretary of State, and a Statement ofJnformation or corporate
meeting minutes listing all officers' names and a DE-9C or payroll records for 30 days;

{4j For a qualified employer who is a corporation in business three (3) months ormore, a DE-9C, and, if
officers who are not listed on DE-9C enroll for coverage, a Statement of Information;.........

(5) For a qualified employer who is a partnership in business less than three (3) months, a Partnership
Agreement, a Federal Tax Identification.appointment letter, and a DE-9C or payroll records for 30 days;

(6) For a qualified employer who is a partnership in business three (3) months ormore, a DE-9C and a
current IRS. Form 1065 Schedule K-1, if the partners are not listed on DE-9C and want to enroll for
coverage. If an IRS Farm 1065 Schedule K-1 is not yet available, the Partnership Agreement and the
Federal Taxldentification appointment letter can be substituted;

(7) For. a qualified employer who is a limited: partnership in business less than three (3} months, a
Partnership Agreement, a Federal Tax Identification. appointment letter, and a DE-9C or payroll records
for 30 days,

(8} For a qualified employer who is a limited partnership in business three (3) months or more, a DE-9C.
If r~~~~,' ~~~~~~~general partners are not listed on DE-9C and wish to enroll in coverage, then a
current IRSForm 1065 Schedule K-1. If an IRS Form 1065 Schedule K-1 is not available, the Partnership
Agreement and a .Federal Tax Idenfiification appointment letter can be substituted. Limited partners are
not eligible for coverage unless they appear on a DE-9C;

(9) For a qualified employer who is a limited liability partnership in business less than three (3) months,
a Partnership Agreement or a Federal Tax. Identification appointment letter, and a DE-9C or payroll
records for 34 days;

(1Q) For a qualified employer who is a limited liability partnership in business three (3) months or mare,
a DE-9C. If partners are not listed on the DE-9C and wish to enroll in coverage, then a current IRS Form
1065 Schedule K-1. If the IRS Form 1065 Schedule K-1 is not yet available, the Partnership Agreement
and the Federal Tax Identification appointment letter can be substituted;
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(11) For a qualified employer who is a limited .liability company in business less than three (3) months,
Articles of Organization with the Operating Agreement or the Statement of Information and a DE-9C or
payroll records for 30 days;-~a~

(12) For a qualified employer. who is a limited liability company in business three (3) months or more, a
D~-9C. If managing members are not listed as earning wages on the DE-9C and .wish to enroll for
coverage, a current IRS Form 1065 Schedule K-1 for a partnership or IRSForm .1040 Schedule C for a sale
proprietorship. If an IRS Form 1065 Schedule K-1 is not yet available, a Statement of Information or
Articles of .Organization with the Operating Agreement may be substituted and

(13) For a qualified employer who was previously insured outside of the SHOP, the SHOP may waive or
alter any additional documentation submission requirements in Section 6520(c}(1) - (~.2), if as
determined by the SHOP on acase-by-case basis, the, proof of coverage is sufficient to satisfy these
requirements.

(d) To participate in the SHOP, a qualified employee must submit the following information to the SHOP:

(1) The employer's business nom , .and business phone number;

(2) The qualified employee's first and last name, Taxpayer Identification Number, date of birth, home
address, mailing address (if different from home address), ate-telephone number email address and if
the employee is newly hired.'

(3) Whether the employee is applying for Cal-COBRA or COBRA ~ave~~age; af'~~secantinuation
coverage pursuant to the fallowing conditions:

(A) The COBRA coverage is currently in .effect under the qualified employer's~lan~ or

(Ba7he employee has had a qualifvin~ event that renders the employee eligible for continuation
coverage and is applvin~ for that cavera~e; and,..

{C1 If applicable, the effective. date of #coverage, the qualifying event that triggered that
coverage, and the date of the qualifying event; ate; i#-a~~Fic-agile;

(4j If the. qualified employer is offering coverage for dependents and the employee elects to offer his or
her dependents coverage, the marital ar domestic partnership status of the qualified employee;

(5) If the,qualified employer is offering coverage for spouses. registered domestic c~artners, or non-
registered domestic partners, and/or dependent children, and the employee elects to offer his or her
dependents coverage, then information about the qualified employee's spouse. registered domestic

ap rtner, ornon-registered partner, andJor dependent children, which includes:

{A) The first and last name of each spouse, registered domestic partner. or non-registered domestic
partner, and/or each dependent child, their relationship to the,qualified employee, SSN or taxpayer
identification number, date of birth, age, gender, home address, and mailing address (if different from
home address); and .
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(B) Whether the qualified employee would like to enroll a dependent who is a disabled child pursuant to
Section 599.500 of Title 2 of the California Code of Regulations;-ate

(6) The name of the QHP and dental plan, if applicable, selecfied by the qualified employee and
dependents.

(e) To participate in the SHOP, a qualified employee must do all of the following:

(1) Agree to mandatory arbitration if the QHP selected by the employee'requires arbitration, which
would require the employee and. his or her dependents to arbitrate all claims relating to his or her QHP;

(2) Disclose whether the employee used an insurance agent and, if so, the agent's. name, genera agency
name {if applicable), and whether the agent is an insurance agent certified by Covered California. If the
employee uses an insurance agent, the employee must have that agent certify that he or she
understands he or she may be subject to a civil. penalty for providing false information .under Health and
Safety Code Section 1389.8 and Insurance Code Section 10119.3.

(3) Sign the application under. penalty of .perjury, that all information contained in the employee
application is true and correct to the. best of the employee's knowledge.

(4) Acknowledge that the employee understands that he or she may be subject to penalties under
federal law if he or she intentionally provides false or untrue information pursuant to 45 CFR Section
155.285:

(f} If a qualified employee declines coverage, the employee must sign the declination of coverage, which
is part of the analication, and state other sources of coverage, if any.

(g) The SHOP must keep all information received pursuant to this section private in accordance with
applicable federal and state privacy and security laws pursuant to 45 CFR Section 155.260 (September 6,
2016}, hereby incorporated by reference, and the Information Practices Act of 1977 (Cal, Civ: Code,
commencing with Section 1798). TheSHOP may not provide to the qualified. employer any information
collected on the. employee application with respect to the qualified employees or dependents of
qualified employees, other than the name, address, birth date, and plan selection of the spouse or
dependent. The SHOP may only share information from an employee application with the QHP or
employer that is strictly necessary for the purposes of eligibility and enrollment. Information obtained
by the SHOP pursuant to this section may not be used for purposes other than eligibility determinations
and enrollment in health coverage through the SHOP,

Note: Authority: Section 100504, Government Cade. Reference: Sections 100502 and 100503,
Government Code; and 45 CFR Sections 15SJ05, 155.715, 155.730 and 156.285.

§ 6522. Eligibili#y Requiremer~ts for Enrollment in the SHOP.

(a) An employer is a qualified employer and eligible to participate in the. SHOP if such employer:

(1) Is a small employer as defined in Section 6410;

{2) Elects to offer, at a minimum, all eligible fu11-time employees coverage in a QHP through the SHOP;

(3) Either -
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(A) Has its principal business address in California and offers coverage to all its full-time employees

through the SHOP in California or

(B) offers coverage to each eligible employee through the SHOP serving that employee's primary

workste;

(4) Meets the following minimum participation rules:

(A) A.minimum of 70 percent of eligible employees of the qualified employer must enroll in health

insurance coverage through. the SHQP;Lar a lesser minimum percent that may be determined by

prevailing market practice through a SHOP survey of market practices; SHflP must provide issuers notice

of such a change if any at least 210 days prior to the effective date of the proposed change, The

percentage will be published on the CCSB website.

d er; tlf the qualified employer pays 100 percent of the qualified employees' QHP premiums-s~

then all eligible employees not .

waiving cavera~e per Section 6522(4)tB1 of the qualified employer must enroll in health insurance

coverage through the SHOP.

(B) A qualified employee wha waives coverage because that qualified employee is enrolled in coverage ,

through another employer, an employee's union, Medicaid .pursuant to 42 U.S.C. Section 1396 et seq.,

e~ Medicare pursuant to 42 U.S.C. Section 1395 et seq., or any other federal or state health cavera~e 3

program other than coverage througH a QHP sold in the Individual Exchange, is not counted in

calculating compliance with the group participation rules above.

(5) Meets the following group contribution rule:

(A) A qcratified employer must cohtribute to each of its qualified employees' QHP premiums, a minimum

of 50 percent of the lowest cost premium for employee-only coverage in the level of coverage selected

by the qualified employer pursuant to Section 6520(a)(10)(C): or a lesser minimunn percent that maybe

determined by prevailing market practice through a SHOP survey of market practices. The contribution

rate will be published on the CCSB website.

~6~ A qualified employer who wishes to offer inf~rtilifiv benefits to his(her qualified employees must do

so in accordance with Health and Safety Code Section 1374.55 and Insurance Code Section 1Q119,6.

(b) An employer that otherwise meets the criteria of this section. except for subdivisions (a)(4)~ at~d

(a)(5}(A) of this section shall be a qualified employer, but may only elect to offer coverage to its.

employees~during the period specified in Section 6526(b).

(c) A qualified. employer who ceases to be a small employer solely by reason of an increase in the

number of employees of such employer shall continue to be eligible for the SHf3P until the qualified

employer otherwise fails to meet the eligibility criteria of this section or elects to no longer purchase

coverage for qualified employees through the SHOP.

(d) A11 qualified employees whose eli~ibility has been verified by the SHOR are eligible to sele~enroll in a

QHP through the SHOP. '

{e) ~#e-A qualified em~lovee is eligible to enroll his or her dependent spous~ ~~ ̂ ^^ ~~R'c}A~^~',

roistered domestic partner, non-registered domestic partners, and{e~ dependent children-e#-~t~e

7



,whose dependent eli~ibility has been verified
by the. SHOP if the offer from the qualified employer,
includes an offer of deraendent coverage.

(f~ If an employer meets the criteria in subdivision (a) of this section and. makes the election described in
subdivision {a)(3}(B) of this section, a SHOP shall allow the employer to offer coverage to those
employees whose primary v~orksite is in the SHOP's seruice area.

(g) A qualified employer shall immediately notify the SHOP of any change to theprincipal business.
location; if the new principal business address is in a differentgeographic rating area in California the
SHOP shall only apply a newgeographic rating factor upon renewal

(h) The eligibility standards specified in this. subdivision shall only apply to the eligibility determination
for enrollment in a dental plan through the SHOP.

(1) Qualified employees may choose to enroll only in a dental plan even if the qualified employee does
not choose to enroll in a QHP,

(2) To enroll one child in a family in a dental plan, all children in the family under 19 years of age shall
also enroll in the same dental plan.

(3j A qualified employer may choose ta,offer an employer-sponsored Group Dental Plan only if the
employer meets the 50 percent contribution requirement and 70 percent participa#ion requirement of
eligible employees for enrollment in that Group Dental Plan.

Note: Authority: Section 100504, Government Code. Reference: Sections 100502 and.10503,
Government Code; and 45 CFR Sections 147.1Q4, 155J05,155J10,155:715 and 155.720,

§ 6524. Verification Process #'or Enrollment in #he.SFiOP.

~a) The SHOP shall verify or obtain information as provided. in #his section to determine whether an
employer, employee or dependent meets the eligibility requirements specified in Section 6522 prior to
allowing an employer to offer health insurance coverage. to its employees or a qualified employee to
select a QHP through the SHOP.

(~bj For purposes of verifying employee eligibility, the SHOP must:

{A1) Verify that the employee .has been identified by the qualified employer as an employee being
offered health insurance coverage by the qualified employer;

($2j Accept. the information attested to by the employee under Section 6520 unless the information is
inconsistent with the qualified employer-provided information; and

(~3) Collect only the minimum information necessary for verification of eligibility and enrollment in
accordance with the eligibility requirements in Section. 6522.

(~c) Inconsistencies



(1j When the information submitted to the SHOP by an employer, or an agent or authorized

representative on behalf of the employer, is inconsistent with the eligibility requirements in Section

6522, the SHOP must:

(Aa Make areasonable effort to identify and address the causes of such inconsistency, including through

typographical or other clerical errors;

(B) Provide written notice to the employer of the inconsistency; and

(C) Provide the employer with a period of 30 days from the date. on which the notice described in

subdivision (b)(1}{B) of this section is sent to the employer to either present satisfactory documentary

evidence to support the employer's application or resolve the inconsistency.

(D) If, after the 30-day period described in subdivision (b){1}(C} of this section, the SHOP has not

received satisfactory documentary evidence to support the employer's application or resolve the

inconsistency, the SHOP must provide written notice to-the employer of its denial of eligibility in

accordance with subdivision {~d) of this section and of the employer's right to appeal such

determination pursuant to Section 6542(c).

(2) When the information submitted to the SHOP by an employee is inconsistent with -the information

provided by the employee's employer, the SHOP must:

(A) Make. a reasonable effort to identify end address the causes of such inconsistency, including through

typographical or other clerical errors;

(B) .Provide written notice to the employee of the inability to substantiate his or her employee status

and;

(C) Provide the employee with a period of 30 days from the date on which the notice described in

subdivision (b)(2){B) of this section is sent to the employee. to either. present satisfactory documentary

evidence to support the employee's. application or resolve the inconsistency.

{D) If, after the 30-day period described. in subdivision (b}(2)(C) of this section, the SHOP has not

received satisfactory documentary evidence to support the employee's. application or resolve the

inconsistency, the SHOP must provide written notice to the employee of its denial of eligibility in

accordance with subdivision (fie) of this section.

(~d) Notification of Employer Eligibility.

{3}-The SHOP must provide written notice to an employer applying to participate in the SHOP whether

the employer is eligible in accordance with Section 6522 and the employer's right to appeal such

determination pursuant to Section 6542(cj.

(fie) Notification of Employee Eligibility

{~} The SHOP must provide written notice to an employee seeking to enroll in a QHP offered through the

SHOP of the determination by the SHOP whether the employee is eligible in accordance with Section

6522(d) and the employee's right to appeal such eligibility determination pursuant to Section 6542(c).

Note: Authority: Section 10Q504, Government Code. Reference: Sections 100502 and 10503,

Government Code; and 45 CFR Sections 155.715 and 155.720.
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§ 6526. Qualified Employer Election of Coverage Periods.

(a) Subject tQ subdivision (b) of this section, a qualified employer who is not already participating in the
_SHOP. may elect to offer health insurance coverage through the SHOP for its qualified employees at any

time during the calendar year by submitting the information required in Section 6520..

(b) if a qualified employer fails to meet the minimum participation or the group contribution
requirements in Section 6522(a)(4) and (5), but satisfies the :remaining eligibility criteria in Section 6522,

the qualified employer may only elect to offer health insurance coverage through SHOP for its qualified
employees in an annual enrollment period from November 3 ►15 through. December X15 of each
year.

(c) A qualified employer's plan year is a 12-month period beginning on the coverage effective date for its

qualified employees as described in Section 6536. Alf qualified. employees of a qualified employer will

have the same plan year as their qualified employer.

(d) A qualified employer may only change its offer of health insurance coverage, including making

changes to the reference plan, to its. qualified employees, as described in Section 6520(a}(10), during the

qualified employer's annual election period. The qualified employer's annual election period is at least

~92Q days, beginning on the day the SHOP sends written notice of the annual employer election period,

which the SHOP must send at least X860 days prior to the completion of the employer's plan year.

(el If a qualified employer's reference plan is~no longer available at renewal, agualified em~lover must

select a new reference plan during the emalover's annual election .period.

tf1 If the qualified employer's reference plan is no loner available at renewal and the qualified employer

does not select a new reference plan prior to renewal quote creation, a defau{t alternative reference
plan will be auto-sefeeted far the group.

(1t Anauto-selected reference plan will be the lowest cost plan in qualifred employer's
selected metal tier.

(2) The contribution rate applied to the new reference~alan wil! remain as the previous
ernplover contribution rate selected.

Note: Authority: Section 100544, Government Code. Reference: Sections 100502 and 10503,

Government Code; and 45 CFR Sections 147.104, 155.705, 155.720,155.725 and 156.285.

§ 6528. Initial and Annual Enrollment Periods far Qualified Employees.

(a} A qualified employee may enroll in a QHP or change his or her QHP only during the initial employee

open enrollment period and annual employee open enrollment period described in this section or

during a special enrollment period as described in Section 6530.

(b) Subject to subdivision (e) of this section, a qualified employee's initial employee open enrollment

period begins the day his or her employer. submits all. of the information required in Section 6520 and

the SHOP has determined that the employer is a qualified employer.



{c) Subject to subdivision (e) of this section, the annual employee open enrollment period begins the day

after his or her qualified employer's annual election period has ended.

{d}The initial and annual employee open enrollment period is at least 20 days.:

{e) Beginning January 1, 2014, the SHOP shall,provide,to qualified employers, a written annual employee

open enrollment. period notification for each qualified employee 60 days prior to the levee-s- a!

e~et~-e~ p~end of the qualified employer's planyear and after that employer's annual election

period.

4uali~ed emr~Iovers may allow qualified employees to make a cha~~e to their selected QHP after the

effective date of coverage during the first thirty (301 days of the new plan year, provided that the newly

selected QHP is offered by the same issuer.

{1) Requests #o the SHOP to make changes to plan selection received an the first through the

fifteenth day of the month after the effective date shall become retroactively effective to

the first day of the month, unless the employer requests an effective date of the first of the

fallowing month..

{2~ Requests to-the SHOP to make changes to plan selection received on thesixteenth day of

the month u~ to the thirtieth day of the month affier the effective date shall become

efFective on the first day of the following month, unless an earlier effective date is

requested due to exceptional circumstances and is aermitted by the SHOP and QHP issuer,

as determined on a case-bv-case basis.

{#g) If a qualified employee does not enrol! in a different QHP during his or her annual employee open

enrollment period, t-k~the qualified employee will remain in the QHP selected in the. previous. year

unless:

(1) The qualified employee terminates his or her coverage from the QHP in accordance with

Section 6538~b), ~r

{2) The 4HP is no longer available to the. qualified employee.

{~h) Notwithstanding subdivision,(g#}(2), if the qualified employee's current QHP is not available, the

qualified employee shall be enrolled in a QHP offered by the same QNP issuer at the same metal tier

that is the most similar to the qualified employee's current QHP, as determined by the SHOP on a case-

by-case basis.

~a (f the issuer of the QHP in which the auaiified employee is currently enrolled is no lon~e.r available, or

if another QHP is not available from the current 4MP issuer in the same metal tier, the qualified

emalovee may be enrolled in the lowest cast QNP offered by a different QHP issuer in the same metal

tier as the qualified employee's current QHP, as determined by the SHOP on a case-bv-ease basis.

(#~) An employee who becomes a qualified employee outside of the initial employee open enrollment

period, the annual employee open enrollment period, or a special enrollment period shall have a 30-day

period to enroll in a QHP beginning on tMe first day the employee becomes a qualified employee.
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(+k) Waiting periods in the SHOP are calculated beginning on the date the employee becomes a
qualified .employee who is otherwise eligible for coverage, regardless of when. a qualified.
employer notifies the SHOP about a newly qualified employee.

{~I) For an employer with changes to report to the initial: employer application information in Section

6520{a)(3) the employer shall notify the SHOP of the. updated employee counts.

Note: Authority: Section 100504, Government Code. Reference: Sections 100502 and 10503,

Government Code; and 45 CFR Sections 147.104, .155.720, 155,725 and 156.285. .

§ 6530. Special Enrollment Periods for Qualified Employees and Dependents.

{a) The SHOP must provide special enrollmentperiods consistent with this section, during which certain

qualified employees ar a dependent of a qualified employee. may enroll in QHPs and QDPs and enrollees

may change. QNPs.

(b) R qualified employee, or his or her dependent, may enroll in a QHP or change QHPs during special

enrollment periods outside of the ini#ial and annual open enrollment periods in the following situations:

{1) A qualified employee, ar his or her dependent,.either:

(A) Loses Minimum Essential Coverage (MEC), as specified in subdivision (fie) of this section. The date of

the loss of MEC shall be:

1, The date of the last day the qualified employee, or his or her dependent, would have. coverage under

his or her previous plan or coverage; or

2. If a .loss of MEC occurs due to a QHP decertification, the date of the notice of decertification as

described, in 45 CFR Section 155.1080{e)(2),,,

(Bj Loses pregnancy-related coverage described under Section 1902(a)(10)(A)(i)(IV) and (a}(10)(A)(ii)(IX}

of the Social Security Act (42 U.S.C. 1396a(a)(10)(A)(i){IV), (a)(10)(A)(ii)(IX)} and. Section 14Q05.18 of the

Welfare and Institutions Code. The date of the lass of coverage is the last day the consumer would have

pregnancy-related. coverage; or

(C) Loses Medi-Cal coverage for the .medically needy, as described under section 1902(a}(10)(Cj of the

Socia! Security Act and Section 14005,21 of the Welfare and. Institutions Code, only once per calendar

year. The date of the loss of coverage is the last day the consumer would have medically needy

coverage;_

(2) A qualified employee gains a dependent ar becomes a dependent through marriage or entry into

domestic. partnership, .birth, adoption, placement for adoption, placement in foster care, assumption of

a parent-child relationship, or through a child support order or other court order-;

(3) The enrollee loses a dependent or is no longer considered a dependent through divorce or legal

separation as defined by State law in the State in which the divorce or legal separation occurs, or if. the

enrollee, or his or her dependent, dies.

(4j The qualified employee's, or his or her dependent's, enrollment or non-enrollment in a QHP is

unintentional, inadvertent, or erroneous and is the result of the error, misrepresentation, misconduct,

or inaction of an officer, employee, or agent of the Exchange or HHS, its instrumentalities, or a nan-
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Exchange entity ̀providingenrgllment assistance or conducting enrollment activities, as evaluated and

determined: by the Exchange. In such cases, the Exchange shall take. necessary actions to corrector

eliminate the effects of such error, misrepresentation, inaction, ar misconduct. For purposes of this

provision, misconduct, as determined by the Exchange, includes the failure to comply with applicable

standards under this title, or other applicable federal or state laws;,

{5) An enrollee, ,adequately demonstrates to the Exchange, with respect to

QHPs offered through the Exchange, or to the apalicable regulator, with respect to health .plans offered

outside the Exchange. ~~ ~'~*h~~:NA~' "~. +"~ ~~~"~~~~ ~ a '~~. ̂ ~r~ "~~:~, that the health planQ~kFR

in which he or she is enrolled, substantially violated a material provision. of its contract in relation to the.

enrollee or his or her dependents.;

{6) An enrollee, qualified employee~~or his or her dependent, gains access to new QHPs as a

result of a permanent move and either-

{A) tiad MEC as described in 26 CFR Section 1.5000A-1(b) (December 26, 2013), hereby incorporated by

reference, for one or more days during the 60 days preceding thepermanent move; or

(B} Was living outside of the United States or in a United States#erritory-at the time ofthe-permanent

move;-e*

(~7) The i~uali~ed employee, or his or her dependent. was released from incarceration;

j8)-The qualified emp(ovee or his or her dependent, e~ is a member of the reserve forces of the United

States military. returning from active duty or a member of the California National Guard returning from

active duty service under Title 32 of the United States Code;,

- {~9~ A qualified employee who-is an Indian, as defined by Section 4 of the Indian Health Care,......

Improvement Act {25 U,S.C. Section 1603(c}~, and his or her det~endent who is enrolled or is enrolHn~ in

a QHP through an Exchange on the same application as the qualified empfovee may enroll in a QHP or

change from one QHP to another one time per month;,

(S~10j A qualified employee, or hip or her. dependent, demonstrates to the Exchange, in accordance

with guidelines issued by HHS and as determined by the Exchange. on a case~by-case basis, that the

individual meets other exceptional circumstances. Such circumstances may include, but are not limited

to, .the following .

(A) If a child who has been determined ineligible for Medi-Cal and CHiP, and for whom a party other.

than the .party who expects to claim him or her as a tax dependent is required by court order to .provide

health insurance. coverage for the child, the child shall be eligible #or a special enrollment period if

otherwise eligible for enrollment in a QNP_;
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(11E) A qualified employee or his or her dependent demonstrates to the Exchange, with respect to
health benefitplans offered through the Exchange, or to the applicable regulator, with respect to health
benefit plans offered ou#side the Exchange; ttaat he ar she did not enroll in a health benefit plan during
the immediately preceding enrollment period available to the employee or dependent because he or
she was misinformed that he or she was covered under MEC;,

112) A qualified employee. ar his or her dependent, is receiving services from a cantractingprovider
under a health benefit plan, as defined in Section 1399.845(f} of the Health and Safety Lode or Section
1Q965ffl of the Insurance Code. for one of the conditions described in Section 1373.96(c) of the Health
and Safety Cade or section 10133tat of the Insurance Code and that provider is no loner
participating in the health benefit plan.

(~13) A qualified employee,, or his or her dependent,, loses eligibility for coverage under a Medi-Calplan
under title XIX of the Social Security Act or a state child health plan under title XXI of the Sacial Security.
AGt;,

{ 814) A qualified employee or his or her dependents b~cames eligible for assistance, with respect to
health insurance coverage under a SHIP, under a Medi-Cal plan (including any waiver or demonstration
project conducted under. or in relation to such a plan).

1151 A qualified employee, or his or her dependent, is a victim of domestic abuse or spousal
abandonment. as specified in 26 CFR Section 1.36&2 (b1{2)tii) through (v1(luly 26.2017), hereby
incorporated by reference. is enrolled in MfC. and seeks to enroll"in coverage separate from the
perpetrator of the abuse or abandonment. R dependent of a victim of domestic :abuse or spousal
abandcnrrent who is an the same application as the victim may enroll in caver~~e at the same time as
the victirrt.

{16) A qualified em~lovee ar dependent-

/Q1 Anr~liac fnr ~nuPraca nn thn Fvrhanoa rl~~rir~a thn nnn~~nl nncn onrnllmcnt norinr{ nr A~~c to ~ a

and is determined ineligible for Medi-Cal or CHIP after open enrollment has ended.

(171 The qualified employee, or his or her dependent, adequately demonstrates to the Exchange that a
material error related to plan ben~fits,_service area, or premium influenced the qualified emolovee's ar
dependent's decision to purchase a QHP through the Exchange.

(c) A qualified employee, or his or her dependent, who experiences one of the situations described in
subdivision (ab) of This section has:
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(1) 30 days from the date of the event described in paragraphs (b)(1j-(812) and tb1t15)-t17I of that
subdivision in this section to select a QHP through the SHOP.

{2l 30 days from the date of the event described in ~ara~raphs (b)(111 or (~)(1) of this section to select
coverage for.the qualified employee or his or her eligible dependents in a 4DP through the SHOP.

(~3) 60 days from the date of the event described in paragraphs (b}(~13}and (b)(~914) of that
subdivision in this section to select a QHP through the SHIP.

{d) A dependent.of a qualified employee is not eligible for a special enrollment period if the qualified
employer does not extend the offer of health. insurance coverage to dependents.

(e) Loss of MEC, as specified in subdivision (b)(1~ of this section, includes;

(1) Loss of eligibility for health insurance coverage, including but not limited to:

(A) Loss of eligibility for health insurance coverage as a result of:

1. Legal separation;

2. Divorce;

3. Cessation of dependent status (such as attaining the maximum age to be eligible as a dependent child

under the. plan);

4. Death of an employee;

5. Termination of employment;

6. Reduction in the number of hours of employment; and

7. Any loss of eligibility for coverage after a period that is measured by reference to any of the

foregoing;.

{B) Lass of eligibility for coverage through Medicare, Medicaid, or other government-sponsored health

care programs, o#her than programs specified as not MEC under26 CFR Section 1.5000A-2(b)(2}

(November 26,.2014}, .hereby incorporated by reference;

(C) In tie case of coverage offered thro~gh..an HMO. ar similar program in the individual market #hat

does not. provide benefits to individuals who no longer reside, live, or work in a service area, loss of

health insurance coverage because an individual no longer resides, lives, or works in the service area

(whether or not within the choice of the individual);

(D) In the case of coverage offered through an HMS or similar program in the group market that does

not provide benefits to individuals who no longer reside, live, or work in a service area, loss of coverage

because an individual no longer resides, lives, or works in the service area (whether or not within the

choice of the individual), and no other benefit package is available to the individual;-ate

(E) A situation in which a health plan no longer offers any benefits to the class of similarly situated

individuals that includes the individual:; and
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tF1 Loss of that coverage due to the circumstances described in Section 1163 of Title 29 of the United
States Code. "Loss of minimum essential coverage" .also includes loss of that coverage for a reason that

is not due to the fault of the individual.

(2) Termination of qualified. employer contributions toward the qualified employee's or dependent's
health insurance coverage that is not COBRA continuation .coverage, including contributions by any

current or former employer that was contributing to health insurance coverage for the qualified
employee or dependent;

(3) Exhaustion of CCIBRA or Cal-COBRA continuation health insurance coverage, meaning that such

coverage ceases for anyreason other than a reason specified in subdivision (~e)(4) of this section. An
individual is considered to have exhausted COBRA continuation coverage if such coverage ceases:

(Aj Due to the failure of the employer or other responsible entity, but not. of the employee or dependent

receiving COBRA benefits, toremit premiums on a timely basis,

(B) When the individual noJonger resides, lives, or works in the service area of an HMO or similar

program {whether or not within the choice of the individual} and there is no other COBRA continuation

couerage available to the individual; or

(C) When the individual incurs a claim that would meet or exceed a lifetime limit on all benefits and

there is no other COBRA continuation coverage available to the individual

{4) Loss of MEC, as specified in subdivision (b)(1) of this section, does not include termination or loss due

to:

(A) The employee's or dependent's failure to pay premiums on a timely basis, including COBRA

premiums prior to expiration of_COBRA coverage; or

(B) Subiect to Section 10384.17 of the Insurance Code and Section 1365 of the Health and Safety Code,

termination of coverage due to a carrier demonstrating fraud or an intentional misrepresentation of

material fact under the terms of the policy by the policyholder, contracthalder, or emplaver.#s~tattse~

(f~ If requested,by a QHP or SHOP, an,employee or a dependent of an employee who experiences a

triggering event that gives .rise to a special enrollment period pursuant to this section. must provide

verification of the triggering event to SHOP for review:

{g)A qualified employeeor his or her dependent may enroll in a QDP during a special enrollment period

outside of the initial and annual open enrollment periods in the following situations:

{1} Loss of eligibility for dental insurance coverage. Loss of eligibility for dental insurance coverage shall

be consistent with any of following situations specified in subdivisions b 11 or{e)(1)-(3) of this

section. The date of the loss of dental coverage shall be the date of the last day the qualified employee,

or his or her dependent, would- have coverage under his or her previous plan or coverage.

{2) doss of eligibility for dental insurance coverage does not include termination or loss of dental

insurance coverage due to any of the situations specified in subdivisions (e)(4)(A)-(B).

16



{3) A qualified employee, or his or her dependent, loses eli~ibility far pediatric dental cavera~e
subsequent to turning nineteen (19~ Years of aye-and wishes to continue dental coverage under a
standalone dental plan offered by agDP in the SHOP;

(h) The effective dates of coverage are determined using theprovisions of Section 6534..

(i} Limitation. Qualified employees will. not be able to enroll. unless. the employer group meets any
applicable minimumparticipation rules under Section 6522(a)(4j.

Note: Authority: Section 100504, Government Code. Reference: Sections 100502 and 10503,

Government Code; 26 CFR Section 54.9801-2, ~5 CFR Sections 147.104,155.420,155.725 and 156.285;
Sections 1357.503 and 1399.849, Health,and Safety Code; and Sections 10753,05-a~~ 10753.063.5; and

10965.3 Insurance Code.

§ 6532. Employer Payment of Premiums.

(a} Upon completion of the initial employee open enrollment,period by all of the quali#ied employees of

a qualified employer, the SHOR will send an invoice to the qualified employer for the #atal premium

amount due for all of that qualified employer's qualified employees.

(1) A qualified employer's first. premium payment shall be no less than 85 percent of the total amount

du and must be delivered to the SHOP or postmarked. by the due date indicatedon the

invoice., for effectuation to occur on the date reauested on the employer's application.

(2) If a qualified employer's first payment does not meet the requirements in subdivision.{aa(1), the

SHOP will cancel the application of that qualified employer and the applications of that employer's

qualified employees.

{bj Once coverage is effective, the SHOP will send invoices to qualified employers on the 15th of ~#eeach

month, or the following business day if the 15th falls an a weekend or holiday, .for health insurance

coverage. for the following month.

{1) A qualified employer'smonthly premium payment must be,delivered to the SHOP or postmarked by

the last day of the invoicing month.

(2) After the first invoice, the qualified emp{oyer must make a monthly premium .payment of no less

than 85 percent of the total balance due, including any amounts past due, by the due date on the

invoice.

(c} If a qualified employermakes a payment far less than the full amount due, the payment will be

alloca#ed by the total percentage paid across all amounts due for health and dental benefits, if any.

(d) In any month after a qualified employer has paid its initial month's premium, if a qualified employer

does not pay its premium pursuant to subdivision. (b) of this section, the SHOP will, on the day following

the due date of the invoice, mail a notice of delinquency to the. qualified employer that shows the-past

due balance, informs the qualified employer of the ata~-applicable. grace period pursuant to Section

10273,4(a)(1) of the California Insurance Code and Section 1365(a}(1} of the California Health and Safety
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Code, states the effective date of termination if payment is not received during the+s grace period,
provides instructions for making the premium payment necessary in order to maintain coverage in
farce. and provides notice of the qualified employer's right to reauest review of the cancelation by the

aaalicable re~ulatora~~e~4.

f

(€e) Jf a qualified employer. makes a premium payment via check that is retuned unpaid. for any reason

the SHOP shall apply a $25.00 insufficient funds fee.,

{fl .If a qualified employer has been terminated pursuant to Section 6538(a), then the group may request
to be reinstated in the same coverage in which it was last enrolled within 30 days after the effective
date of termination. Past due gremiums~if anv..must be paid before a~,roup may be reinstated without

a lapse in coverage.

f gl A qualified employer terminated due to non-payment of aremium in Section 6538(c,,,lmav request to

of termination. Past due premiums, if any, must be paid before a group may be reinsta#ed without a

lease in co~era~e.

(h) A qualified employer may not reinstate coverage 31 or more days fallowing the effective date of

termination and may only reinstate once during the 12-month period be~innin~ at the time of their

original effective date or from their most recent renewal date, whichever is mare recent. Exceptions

will be considered on a case-bv-case basis.

(i1 i erminated gaups seeking to reapply for cavera~e 31 or more°days'foHowin~ the effective'date of

#ermination shall be considered a new group with an effective date consistent with the provisions of this

:Section and Section 6520 ta)f33).

(j) Collections for definguent account~avable will be performed as per State Accauntin~ Manual (SAM)

' section 8776.6 (non-em~layee accounts receivable).

Note: Authority: Section 10Q544, Government Code. Reference: Sections 100502 and 30503,

Government Code; and 45 CFR Sections 155.705, 155.720 and 156.2$5.

§ 6534. Coverage Effective Dates for Special Enrollment Periods.

{a) Except as specifiied in subdivision (b) of this section, coverage effective dates for special enrollment

periods for a qHP ar qDP selection received by the Exchange from a qualified employee:

(1) Shall be no later than the first day of the following month; for applications received between the first

and fifteenth day of any month, or

(2) Shall be 'no later than the first day of the second following month for applications received between

the sixteenth and last day of any month.

(b) Special coverage effective dates shall apply to the :following situations:

18



(1} in the case ofbirth, adoption, placement for adoption,-e~ placement in foster care, and assumption
of a~arent-child relationship, coverage is effective far that enrollee on the date of birth, adoption,
placement for adoption,-s~ placement i~a foster care,. or assumption of a parent-child relationshia, or on
the first day of the following-month if requested by the enrollee;

(2j In the case of marriage, domestic partnership or where a qualified employee loses Minimum
Essential Coverage, as described in Section 6530(b)(1), coverage is effective for that quaii~ed employee
or dependent on the first day of the month following the date the request far special enrollment is
received 

' t 
;and

{3) In the case of a qualified employee or dependent eligible for a special enrollment period as described
in Section 6530(b){4) and 6530(b)(5), the coverage is effective on either

{A) The date of the event that. triggered the special enrollment period under Section 6530(b)(4) or .

6530~~)(5), or

(B) In accordance with subdivision (a} of this section, whichever is the- least financially burdensome on
the enrollee, as determined by the Exchange.

Note: Authority: Section 100504, Government Code. Reference: Sections 100502 and 10503,

Government Code; and 45 CFR Sections 155.725 and 156.285.

§ 6538. Disenrollment and Termination.

{a) A qualified employermay terminate coverage,duringthe plan year for all its qualified employees and
their dependents covered by the employer group health plan at the end of each month, 'in .accordance
with ~ subdivision. {e) of this section. if a qualified
employer terminates coverage through the SHOP, the.SHOP must;

{1} Ensure that each QHP terminates the coverage of the. qualified employer's qualified employees and
their dependents enrolled in the QHP through the SHOP; and .

(2) Send a notice to each,of the qualified employer's qualified employees enrolled in a,QHP through the
SHOP swithin 1S days of receiving notice from the

i#ie~emplover in subdivision {ea) of this section. Such. nati~cation must provide information about
other potential sources of coverage, including access to individual market coverage through the

Exchange.....

(b) A qualified .employer must request that the SHOP-er-~FR terminate the coverage of a qualified
employee or dependent upon receiving written request. by the. qualified employee.

(c) The SHOP may initiate termination of a .qualified employee`s coverage in a QHP or a dependent's
coverage in a QHP, and shall permif a QHP issuer to terminate such couerage provided that the QHP
issuer makes reasonable accommodations for all individuals. with disabilities (as defined by the
Americans with Disabilities Act) and complies with any and alJ requirements far cancellations,
rescissions, and nonrenewals pursuant to Health and Safety Code section .1365 and Insurance Code
sections 10273,4 and 10273) and relevant state regulations before terminating coverage for such
individuals, under the following circumstances:

(1j The qualified employee or dependent is no longer eligible for coverage in a QHP;
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(2) The qualified employer fails to pay premiums for coverage, as specified in Section 6532E and-a~the

applicable grace periodLa~rovided m 10 CCR § 2274.53 and 28 CCR ~ 1300.65, has been exhausted;

(3j The qualified employee's or the qualified employee's dependent coverage is rescinded by the QHP

issuer in compliance with Health and Safety Code Section 1389.21 or California insurance Code Sections

.10384.17 and 10273.7;.

(4) The QHP terminates or is decertified as described in 45 CFR Section 155.1080.{May 29, 2012), .hereby

incorporated by reference, except for those eligible for enrollment in a similar plan as determined by the

SHOP, on a case-by-case basis, pursuant to Section 6528(g);

{5) The qualified employee changes from one QHP to another QHP during an annual employee open.

enrollment period or special enrollment period in accordance with Sections 6528 and 6530;

{6) Upon the death of the qualified employee or a dependent of a qualified employee;

{7) The qualified employee chooses not to remain enrolled in the QHP at open enrollment. This election

would only be effective for the new plan year and coverage in the current QHP would remain

uninterrupted through the end of the current plan year,

{8) The qualified employee is no longer an employee or a dependent;-ate

(9) The qualified employee is newly eligible for Medi-Ca1 ar CHIP, but only if the qualified employee ar

dependenfi requests coverage to be terminated; and

(10) The qualified employer is ineligible to participate in the SHOP because it has lost its eligibility

pursuant to Section 6522.

(d) If a QHP issuer terminates coverage pursuant to subdiaisian.(c}{z} and (34j of this section, the QNP

issuer must comply with Sections 10273.4 10273.7 and 10384.17 of,the California Insurance Code and

Section 1365 of the California Health and Safety Code, and. impiementin~ ~k~ra+~- state regu)ations.

{e) Effective Dates of Termination

{1) In the case of a termination in accordance with subdivision (a) of this section, the last day of

coverage shall be:

(A~ The end of the month in which the qualified employer provided notice of termination, if the qualified

employer provides notice to the SHOP on or before the fifteenth

of the month, or on a case-by-case basis an earlier date uaon agreement between the QHP and the

SHOP: or

(B) If the qualified employer does not provide a~~a~t-a-:~8- notice to the SHOP on or before the

fifteenth of the month, the last day of the month following the month in which the qualified employer

gave notice of termination or, on a case-by-case basis. an earlier date upon agreement between the

QHP and the SHOP.

(2j In the case of a termination in accordance with subdivision (b) o#.this section, the effective. date of

termination shall be ~" ~'~„c ~~~~ ~"~ ~'~~~ h~'~~A ~~^~~~~+ ~. ~~~ `I.~+a ren~~nr+sd F»~+her~~~~li~;oa
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~ No sooner than the last day of the month in which the SMOP receives the reauest,
~, On a date in a subsequent month specified by the employee as long as that date is the

last da~of the month. or
On a case-bv-case basis, an earlier date upon agreement between the QHP and SHOP.
!n no case will the effective date of termination be a date other than the last day of the
month.

(3) In the case of a termination in accordance with subdivision (c)(1) of this section, the last day of

coverage shall be the last day of the. month in which the qualified employee's eligibility or the eligibility
of a qualified .employee's dependent ceased.

(4) In the case of a termination in accordance with subdivision {c)(2) of thissection, the last day of

coverage shall be consistent with the. graceperiods in Section 10273.4 of the California Insurance.Code
and Section 1365 of the California Health and Safety Code, and implementing ~el~a state regulations.

(5) In the case of a termination in accordance with subdivision (c}{3) of this section, the last day of

coverage shall be the day prior to the day the fraud or intentional misrepresentation of material fact

occurred.

(6) In the case of a termination in accordance with subdivision. (c}(4) of this section, the last day of

coverage shall be the day before the QHP was decertified or terminated, or the day an which the. issuer q

has met the requirements in Health and Safety Code 1365(a)(5) and (6) or Insurance Code 10273.4(d) or

(e), whichever is later. .

{7) In the case of a termination in accordance with subdivision {cj(5) of this section, the last day of

coverage. in an enrollee's prior QHP shall be the day before the effective date of~coverage in his or her

new QN P.

~8j In the case of a termination in accordance with subdiuisian {c)(6} of #his section, the last day of

coverage shall be the date of death.

(9) In the case of a termination in accordance with. subdivision (c)(7) of this section, the last day of

coverage shall be the last day of the qualified employer's plan year.

(10) In the case of a termination in accordance with subdivision (c)(8) of this section, the last day of

coverage shaPl be the last day of the month in which the employee or dependent ceased being an

employee or dependent,

{11) In the case of a termination in accordance with subdivision (c)(9}, the effective date of termination

of coverage shall be the day before such other coverage begins:

(f} If a qualified employee's coverage or the coverage of a qualified employee's dependent is terminated

pursuant to subdivision (b) of this section, the SHOP shall-fir provide the qualified employee or

qualified empPoyee's dependent with a notice of termination of coverage that includes the termination

effective date and reason for termination.

(g) Notice of Termination

(1j Except as provided in subdivision (g)(3) of this section, if any enrollee's coverage or enrollment

through the SHOP is terminated due to non-payment of premiums or due to a loss of the enrollee's
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eligibility to participate in the SHOP, including where an enrollee loses his or her eligibility because a
qualified employer has lost its eligibility, the SHOP must notify the enrollee of the termination. Such
notice must include the termination effective. date and .reason for termination, and must be sent within
three (3) business days if an electronic notice is sent, and within five (5) business days if a mailed hard
copy notice is sent.

(2) Except as provided in subdivision (g)(3) of this section, if an employer group's coverage or enrollment
through the SHOP is terminated due to non-payment of premiums or, where applicable, due to a loss of
the qualified employer's eligibility #o offer coverage through the SHOP, the SHOP must notify the.
employer of the termination. Such notice must include the termination effective date and reason for
termination, and must be sent within three (3) business,days if an electronic notice is sent, and within..
five (5) business .days if a mailed. hard. copy notice. is sent..

(3) Where state law requires a QHP issuer to send the notices described in subdivisions.{g)(1) and (g)(2j
of this section, a SHOP is not required to send such notices.

(4j When a primary subscriber and his or her. dependents live at the same address, a separate
termination notice need not be sent to each dependent at that address, provided that the notice sent to
each primary subscriber at that address contains alI required information about the termination for the
primary subscriber and. his or her dependents at that address..

Note: Authority: Section 10Q504, Government Code. Reference: Sections 100502 and 10503,
Government Code; and 45 CFR Sections 1S5J20, 155.725, 155.735 and 156.285.
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Important information about your Covered California for Small .Business Application.

NEW BUSINESS :LATE SUBMISSION ACKNUW~EDGEMENT

Your.request to enroll with Covered California for .Small Business has been received past the new
business submission deadline .date of 5 business. days prior to .requested effective date. It is
important #o Hate the following delays may occur:

• Approval. of .group policy
• Verification of eligibility with the .carriers
• ID cards will be received 7 10 business days after approval

Please work with thecarrier directly to verify eligibility and benefits.

To ensure expedient coverage phase node the following:

m All required documentation must be completed and sent in by the late submission

deattline, of no later than 5 business days after the requested effective date. Failure to

do so will cause your group to be effective 1St of month following original requested date..

o Enrollment information is not effectuated until payment is received and posted to your
account.

❑ 1 understand that by completing this form and meeting the submission requirements our
desired effective date will be granted, we will not be able to change or delay our effective date

n after group apProvaL

Company Name

Requested. Effective Date

Signature of Business Owner/Authorized Company Officer Title

Print Name Date

Agent Signature Date

GC?VEREi~ CAL(Ft~3~fA FflR IA1~L BUSIAlESS P.~. BMX 7~9~ ~ NEINP~RT BEAG~t, GA 92~~ Vim.~(~VE~tEL}~A.t~Ft3RS~lALLBL7SI~dESS
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e-C date is cur~enfi as ref April 18, 2Q1~

Title 26 —> Chapter 1—~ Subchapter A —~ Part 1 --> §1.36b-2

Title 26: internal Revenue

§1.368-2 .Eligibility for premium tax credit.

(a) in genera/. An applicable taxpayer. (within the meaning of paragraph (b) of this section) is allowed a premium assistance
amount only for any month that one or more members of the applicable taxpayer's family (the applicable taxpayer or the
applicable #axpayer's spouse or dependents .

j1) Is enrolled in one or more qualified health plans through a,n Exchange; and

(2) Is not eligible for minimum essential coverage (within the meaning ofparagraph (c), of this section) other than coverage
described in section 5000A(fi~(1)(C) {relating to coverage in the individual market)..

(b) Applicable taxpayer—(1) In general Except as otherwise .provided in this .paragraph {b), an applicable taxpayer is a
taxpayer whose household income is at least 100. percent but not more than 400 percent of the Federal .poverty line for the

......taxpayer's family;size for the taxable year.

(2) Married taxpayers must file jointreturn—(i) In general. Except as provided. in paragraph (b}(2)(ii) of #his section, a
taxpayer who is married (within the meaning of section 7703) at the close of the taxable year. is an applicable taxpayer only if
the taxpayer and the taxpayer's spouse file a joint return for the taxable year.

{ii) Victims of domestic abuse and abandonment. Except as provided in paragraph (b}(2)(v) of this secEion; a married.
taxpayer sa#isfies the joint filing requirement of paragraph (b)(2)(i) of this section if the taxpayer fides a tax return using a filing
status of married filing separately and the taxpayer—

{A} Is living apart fram the taxpayer's spouse at, the time the taxpayer files the tax return;

{B) Is. unable to file. a joint return because the taxpayer is a victim of domestic abuse, as described in paragraph (bj(2)(iii) of
this section, or spousal abandonment, as described in paragraph {b)(2)(iv) of this sec#ion; and

(C) Certifies on the return, in accordance with the relevant instructions, that the taxpayer meets the criteria of this
paragraph (b){2)(ii).

(iii) Domestic abuse. For purposes of paragraph {b)(2)(ii) of this section, domestic abuse includes physical, psychological,
sexual, ar ennotional abuse, including efforks to control, isolate, humiliate, and intimidate, or to undermine the victim's ability to
reason independently. All the facts and .circumstances are considered in determining whether an individual is abused, including
the effects of afcoho{ or drug abuse. by the victim's spouse. Depending on the facts and .circumstances, abuse of the victim's
child or another family member living in the household .may constitu#e abuse of the victim.

(iv) Abandonrr►ent. For purposes of paragraph (b)(2}(ii) of this section, a taxpayer is a victim of spt~usal abandonment for a
taxable year if, taking into account all facts and circumstances, the taxpayer. is unable to locate his orher spouse after
reasonable diligence.

(v} Three: year rule. Paragraph (b)(2)(ii) of this section does not apply if the taxpayermet the requirements of paragraph {b)
(2)(ii) of Phis section for each of the three preceding taxable years.

(3) Dependents. An individual is not an applicable taxpayer if another taxpayer may claim a deduction under section 151
for the individual fora #axable year beginning in the calendar year. in which the individual's. taxable year begins.

{4) Individuals not tawfu/ly present or incarcerafed. An individual .who is not lawfully present in the United States or is
incarcerated (other #han incarceration pending disposition of charges) is not eligible to enroll in a qualified health plan through
an Exchange. However, the individual may be an applicable taxpayer if a family member is eligible to enroll in a qualified health
plan. See sections 1312(f}(1)(B) and 13120(3) of the Affordable Care Act (42 U.S.C. 18032(fl(1)(B) and (f~(3)) and §1.368-3(b'}
~2)~
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(5) Individuals lawfuNy present. If a taxpayer's household. income is less than 100 .percent of the Federal poverty line for the
taxpayer's family size and the taxpayer or a :member of the taxpayer's family is an alien lawfully present in the United States,
the taxpayer is treated as an applicable taxpayer. if-

(i) The IawPully .present taxpayer or family member is not eligible for the Medicaid .program; and

{ii} The taxpayer. would be an applicable taxpayer if the taxpayer's household :income for the taxable year was between 100
and 400 percent of the .Federal .poverty line for. the taxpayer's family, size.

(6) Special rule for taxpayers with household income below 1OQ percenf of the Federal poverty line for fhe taxable year—(i)
/n general. A taxpayer (other than a taxpayer described..in paragraph (b)(5) of this section) whose household income for a
taxable year is less than 100 percent of the Federal poverty line for the taxpayer's family size is treated as an applicable.
taxpayer for. the taxable year if—

(A) The #axpayer or a family member enrolls in a qualified healthplan through an Exchange for one or more months during
the taxable year;

(B} An E~cchange estimates at the time of enrollment that the taxpayer's household income will be at least 100 percent but
not more #han 400. percent of the. Federal poverty line for the taxable year;

(C) Advance credit payments are. authorized .and. paid for one or more mon#hs during the taxable year; and.

{D) The taxpayer would be an applicable taxpayer>if the taxpayer's household income for the. taxable xear was at least 100
but not more than 400 percent of the Federal poverty line for the taxpayer's family size.

{ii) Exceptions. This paragraph (b)(6} does not apply for an individual who, with intentional or reckless disregard for the
facts, provides incorrect information to an Exchange forthe year of coverage. A reckless disregard of the facts occurs if the
taxpayer makes little or no effort to determine whether the information provided to the Exchange is accurate under
circumstances #hat demonstrate a substantial deviation from the standard of conduct a reasonable .person would. observe. A
disregard of the facts is intentional if the taxpayer knows the information provided #o the Exchange is inaccurate.

(iii) Advance credit payments are authorized and paid forone or more months during the taxable year; and.

{iv) The taxpayer would be an :applicable taxpayer if the taxpayer's household income for the taxable :year was between
100 and 400 .percent of the Federal poverty linefor the taxpayer's family size.

(7) Computation of premium assistance amounts far taxpayers with household income below X 00 percer~f of the Federal
poverty line. if a taxpayer is treated as an applicable #axpayer under paragraph (b)(5) or {b)(6} of this section, the taxpayer's
actual household income for the taxable. year is used to compu#e the premium assistance amounts under §1.368-3(d}.

{c} Minimum essential coverage—(1) In general. Minimum essential coverage is defined in section 5000A(~ and
regulations issued under that section. As described in section 5000A(f~, governmen#-sponsored programs, eligible employer-
sponsored plans, grandfathered health plans, and cerkain other health 'benefits coverage are minimum essential coverage..

(2) Government-sponsored minimum essential coverage-{i) to general. An :individual is eligible for government-sponsored
minimum essen#ia! coverage if the individual meets the criteria far coverage under agovernment-sponsored program described
in section 5000A(f}(1)(Aj as of the first day of the ̀first full month the individual may receive benefits. under: the program, subject
to the limitation in .paragraph. (c)(2)(ii) of this section. The Commissioner may define. eligibility for specific government-
sponsored programs further in additional published guidance, see.§601.6Q1(d)(2) of this chapter

(ii) Obligation fo complete administrative requir~menfs to obtain coverage, An individual vrho meets the criteria for eligibility
for government-sponsored minimum essential .coverage must complete the requirements necessary to receive benefits. An
individual who fails: by the last day of the third full calendar month fallowing the event that establishes eligibility under paragraph
(c)(2)(i) of this section to complete the .requirements to obtain government-sponsored minimum essential coverage {other than a
veteran's health care program) is treated as eligible for government-sponsored minimum essential coverage as of the first day
of the fourth calendar month #ollowing the-event that establishes eligibility.

{iii) Special rule -.for coverage .for vefe~ans and other individuals .under chapter 17 oc 78 of ti#le 38, U.S.C. An individual. is
eligible for minimum essential coverage under a health care program under chapter 17 or 18 of title 38, U.S.C. only if the
individualis enrolled in a health care program under chapter 17 or 18 of title 38, U.S.C. identified as minimum essential
coverage in .regulations issued under section 5000A.

(iv) Retroac#ive effect of eligibility determination. If an individual receiving advance credit payments is determined. to be
eligible for government-sponsored minimum essential coverage that is effective retroactively {such as Medicaid), the individual
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is treated as eligible for minimum essential coverage under that program no earlier :than the first day of the first calendar month
beginning afterthe approval.

(v) Determination of Medicaid or Children's Healfh insurance Program jCH/P) ineligibility. An individual is treated as not
eligible for Medicaid, CHIP, or a similar program for a period of coverage under a qualified health plan if, when the individual,
enrolls in the quali#ied health .plan, an .Exchange .determines or considers {within the meaning of 45 CFR 155.3Q2(b)) the
individual to be not sligi6le for Medicaid or CHIP. This paragraph {c)(2)(v) does not apply for an individual who, with intentional
or reckless disregard for the facts., provides incorrect information to an Exchange for the.year of coverage. A reckless disregard
of the facts occurs ifi the taxpayer makes little or no effort to determine whether the information provided to the Exchange is
accurate under circumstances that demonstrate a substantial deviation from the standard of conduct a reasonable person
would observe. A disregard of the fads is intentional if the #axpayer knows that information provided to the F~cchange is
inaccurate.

(vi) Examples. The following examples illustrate the provisions of this. paragraph (c)(2):

Example 7. Delay in coverage effectiveness. On April 10, 207 5, Taxpayer D applies for coverage under agovernment-sponsored
health care. program. D's application is approved on July 12, 2015, but her coverage is not effective until September 1, 2075. Under
paragraph {c)(2}(i) of this section, D is eligible for government-sponsored minimum essential coverage on September 1, 2015.

Example 2. rm$ of eligibility. Taxpayer E turns 65 on June 3, .2015, and becomes eligible for Medicare. Under section 5000A(~{1)(A)
(i), Medicare is minimum essential coverage. However, E must enroll in Medicare to receive benefits. E enrolls in Medicare in September,
which is the last month of E's initial enrollment period. Thus, E may receive Medicare benefits on December 1, 2015. Because E
completed the requirements necessary to receive Medicare benefits by the last day pf the third full calendar month after the event that
establishes E's eligibility {E turning 65), under paragraph {c)(2)(i) and (c)(2}(ii) of this section E is eligible for government-sponsored
minimum essential coverage bn December 1, 2015, the #list day of the first full month #hat E may receive benefts under the. program.

Example 3. Time of eligibility, individual faits to complete necessary requirements. The facts arethe same as in Example 2, except
that E fads to enroll in the Medicare coverage during E's initial enrollment period. E is treated as eligible far government-sponsored
minimum essential coverage :under paragraph (c)(2)(ii) of this section as of bctober 1, 2015, the first day of the fourth month following the
event #hat establishes E's eligibility (E turning 65).

Example 4. Retroactive effect of eligibility. In November 2014, Taxpayer F enrolls in a qualified health plan for 2015 and receives
advance credit payments. F loses her part-#ime employment and on April 10, 2015 applies #or coverage under the Medicaid program. F's
application is approved on May 15, 2015, and her Medicaid coverage is effective as of April. 1, 2015. Under paragraph {c)(2)(iv) of this
section, F is eligible for gc►vemment-sponsored minimum essential coverage on June 7, 2015, the first day of the first calendar month after
approval.

Example 5. Determination oiMedicaid ineligibility. In November 2Q14, Taxpayer G applies #hrough the Exchange to enroll in health
coverage for 2015. The Exchange determines #hat G is not eligible for Medicaid and estimaEes that G's household income will be 140
percent of the Federal poverty line for G's family size for purposes of determining advance credit payments. G enroifs in a qualified health
plan and begins receiving advance credit payments G experiences a reduction in household income during the year and his household
income for 2015 is 130 percent of the Federal poverty line (within the Medicaid income threshold). However, under paragraph (c)(2)(v) of
this section, G is treated as not eligible for Medicaid for 2015:

Example 6. Arid year Medicaid eligibility redetermination. The facts are the same as in Example 5, except that G returns to the
Exchange in July 2015 and the Exchange determines #hat G is eligible for Medicaid. 'Medicaid approves G for coverage and the Exchange
discontinues Gs advance credit payments effective August 1. Under paragraphs (c)(2){iv) and {c}(2)(v) of this section, G is treated as not
eligible for Medicaid for the months when G is covered by a qualified health plan. G is eligible for government-sponsored minimum
essential coverage far the months after G is approved for Medicaid a'nd can receive benefits, August through December 2015.

(3) Employer-sponsored minimum essential coverage—(i) /n general. For purposes of section 366, an employee who. may
enroll in an eligible employer-sponsored plan (as defined in section 5.000A{f~(2) .and the regulations under tha# section) that is
minimum essential coverage, and: an individual who may enroll in the. plan because of a relationship to the employee {a related
individual), are eligible for. minimum essential coverage. under the plan far any month only if the plan is affordable and :provides
minimum value. Except for the Nonapprop~iated Fund H~~Ith benefits Program of the Deparkment of Defense, established
under section 349 of the National Defense Authorizatioq Act for Fiscal Year 1995 (Public Law 103-337, 10 U.S.C. 1587 note),
government-sponsored minimum essential coverage is not an eligible employer-sponsored. plan. The Nonappropriated Fund
Health Benefits Program of the Department of Defense is considered eligible employer-sponsored coverage, bufinot
government-sponsored coverage, for purposes of determining if an individual is eligible for. minimum essential coverage under
this section.

(ii) Plan year. For. purposes of this .paragraph (c)(3), a plan year is an eligible employer-sponsored plan's regular 12-month
coverage period (or the. remainder of a 12-mon#h coverage period fora .new employee or an individual who. enrolls during a
special enrollment period).

(iii) Eligibility for months during a plan year—(A) Failure. to enroll in plan. An employee or related individual may be eligible
for minimum essential coverage under an eligible. employer-sponsored plan. for. a month during a plan year if the employee or
related individual could have enrolled in the .plan for that month during an open or special enrollment .period for the plan year. 1#
an enrollment period relates to coverage for not only the upcoming plan year (or the current plan year in the case of an
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enrollment period other than an open enrolment period), but also coverage in one or more succeeding plan years, this.
paragraph (c)(3)(iii)(A} applies only to eligibility for the coverage. in the upcoming plan year (or the current plan year in the case
of an enrollmen#`period other than an open enrollment period).

(B) Waiting periods. An employee or related individual is not eligible for minimum essential coverage under an eligible
employer-sponsored plan during a required waiting period .before the coverage becomes effective.

(C) Example.. The foAowing.example illustrates the provisions of this paragraph (c)(3)(iii):

Example. (~) Taxpayer B is an employee of Employer X. X offers its employees a health insurance plan that has a plan year (within the
meaning of paragraph (c)(3)(iij of this section) from Qctaber ~ through September 30. Employees may enroA during an open season from
August 1 to September 15. B does not enroll in X's; plan for the plan year October 1, 2014, to September 30, 2015. in November 2014, B
enrolls in a qualified fiealth plan through' an Exchange for calendaryear 2015.

(ii) B could have enrolled in X's plan during the August 9 to September 15 enrollment period. Therefore, unless X's plan is not
affordable for B or does not. provide'minimum value, ;B is eligible for minimum essential coverage under X's plan for the months that B is
enrolled in the qualified health plan during X's plan year (January through .September 201:5).

(iv)Post-emptoymenf coverage. A farmer employee (including a retiree), or an individual related (within the meaning of
paragraph (c)(3)(i) of this section) to a former employee, who may enroll in eligible employer-sponsored coverage or in
continuation coverage required under Federal law or a State law that provides comparable continuation coverage is eligible for
minimum essential coverage under this coverage only for mon#hs that the former employee or related individual is enro{led in
the coverage.

(v) Affordable coverage—(A) In general—(7) Affordability for employee. Except as .provided in paragraph (c)(3)(v)(A)(3) of
this section, an eligible employer-sponsored plan is affordable for an employee if the portion of the annual premium the
employee must pay, whether by salary reduction or otherwise,(required contribution), for self-only coverage does not exceed
the required contribution percentage (as defined in paragraph (c)(3)(v)(C) of this section) of the applicable taxpayer's household
income #or the taxable year.

{2) Affordability for related individual. Except as provided in paragraph {c)(3){v)(A)(3) of this section, an eligible employer-
sponsored plan is affordable for a related individual if the portion of the annual premium the employee must pay for self-only
coverage does not exceed the required. contribution percentage, as described in paragraph; (c)(3)(v)(A)(1}bf this section.

{3) Employee safe harbor. An employer-sponsored plan is not affordable.#or an employee or a related individual for a plan
year if, when the employee or a related individual enrolls in a qualified health plan for a period coinciding with the plan year (in
whole or in part), an Exchange determines that the eligible employer-sponsored plan is not affordable for that plan year. This
paragraph (c)(3)(v)(A)(3} does not apply to a determination made as part of the redetermination process described in 45 CFR
455.335 unless the individual receiving an Exchange redetermination notification affirmatively responds and provides current
information on affordability. This paragraph (c)(3)(v)(A)(3) does not apply for an individual who, with intentional or reckless
disregard for the facts, provides incorrect information to an Exchange concerning the portion of the annua{ premium for.
coverage for the employee or related individual under the plan. A reckless disregard of the facts occurs if the taxpayer. makes
little or no effort to determine v+rhether the information provided to the Exchange is accurate under circumstances that
demonstrate a substantial deviation from the standard of conduct a reasonable person would observe. A disregard of the facts.
is intentional if the taxpayer knows that the information provided to the Exchange. is inaccurate.

{4) I~/eUness program incentives. Nondiscriminatory wellness program incentives offered by an eligible empioyer-
sponsored plan that affect premiums are treated as earned in determining an employee's required contribution for purposes pf
affordability of an eligible employer-sponsored plan to the extent the incentives relate exclusively to tobacco use.. Wellness
program incentives that da not relate to tobacco use or that include a componen# unrelated to tobacco use are treated as not
earned for this purpose. For purposes of this section, .the term w~!lnes~ program incer►tive has the same meaning as the term
reward in §54.9802-1(fi~(1)(i) of #his chapter.

(5) Employer contributions fo health reimbursement arrangements. Amounts newly made available for the current plan year
under a health reimbursement arrangement that an employee. may use to pay premiums; or may use to pay cost-sharing or
benefits not covered by the primary plan in addition to premiums, reduce the employee's required contribution. if the health
reimbursement arrangement would be integrated, as that term is used in Notice 2013-54 (2013-40 (RB 287) (see §601,601(4)
of this chapter), with an eligible employer-sponsored plan for an employee enrolled in the plan. The eligible employer-
sponsored plan and the health reimbursement arrangement must be offered by the same employer. Employer contributions to a
health. reimbursement arrangement reduce an employee's required contribution only to the extent the amount of the annual
contribution is required under the terms of the. plan or otherwise determinable within a reasonable time before the employee
must decide whether to enroll in the eligible employer-sponsored plan.

(6) Employer contributions to cafeteria plans. Amaun#s made available. for the current plan year under a cafeteria .plan,
within the meaning of section .125, reduce an employee's or a related individuaPs required contribution if—
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{i? The employee may not opt to receive the amount as a taxable benefit;

(i~~ The employee may use the amount to pay for minimum essential coverage; and

(iir) The employee may use the amount exclusively to pay for. medical care, within the meaning of section 213.

(~ Opf-ouf arrangements. jReserved]

(B) Affordability for. parf-year period: Affordability under paragraph (c)(3)(v)(A) of this. section is determined separately for
each employment period that is less than a full calendar year or for the portions. of an employer's plan year that fall in different
taxable years of an applicable #axpayer (a part-year period). An eligible employer-sponsored plan is affordable for apart-year
period if the employee's annualized required contribution for self-only coverage under the plan for the part-year period does not
exceed the. required contribution .:percentage of the applicable taxpayer's household income for the taxable: year. The
employee's annualized required contribution is the employee's required contribution for the part-year period #imes a fraction, the.
numerator of which is 12 and the denominator of which is the number of months in the part-year period during the applicable
taxpayer's taxable year. Only fu11 calendar months are. included in the computation under #his paragraph (c)(3)(v)(B).

(C) Required contribution percentage. The required contribution percentage is 9.5 percent. For plan years beginning in a
calendar year after 2014, the percentage will be adjusted by the ratio of premium growth to income growth for the preceding
calendar year and .may be further adjusted to reflect changes to the data used to compute the ratio of premium growkh to
income growth for the 2Q14 calendar year or the data sources used to compute the ratio of premium growth to income growth.
Premium growth and income growth will be determined under published guidance, see §601.601(4)(2) of this chapter.. In
addition, the percentage may be atljusted for plan years beginning in a calendar year after 2018 to reflect rates of premium
growth relative to growth in the consumer. price index.

'(D) Examples. The following examples illustrate the provisions of this paragraph (c){3){v). Unless stated otherwise, in each..._
example the taxpayer is single and has no dependents, the employer's plan is an eligible employer-sponsored plan and
provides minimum value, the employee is not eligible -for other minimum essential coverage, and the taxpayer, rela#ed
individual, and employer-sponsored plan have a calendar taxable. year:

Example 9, Basic determination of affordability. In 2014 Taxpayer C has. household income of $47,000. C is an employee of Employer ,
X, which offers its employees a health insurance plan that requires G to contribute $3,450 for sel#-only coverage #or 2014 (7.3 percent of
C's household income). Because Cs required contribution for self-on(y coverage does not exceed 9.5 percent of household income, under
paragraph. (c)(3)(v){A)(1) of this section, X'splan is affordable for C, and C is eligible for minimum essential coverage for all months in
207 4..

Example 2. Basic dafermination of afi~Ordabllity for a related fnd+~fduat. The #acts are the same,as in Example i, except that C is
married to J and X's plan requires C to contribute $5,300 for coverage for C and J for 2014. (11.3 percent of C's household income}.
Because Cs required contribution for self-only coverage ($3,450) does not exceed 8.5 percent of household income, under paragraph jc}
(3)(v)(A)(2) of this section, X's plan is affordable for C and J, and C and J are eligible for minimum essential coverage for all months in
2014.

Example 3. Deterrrrinatian of unafiordability at enrollment. (ij Taxpayer D is an employee of Employer X. In November 2013 the
Exchange for D's rating area projects that D's 2014 household income wil! be $37,000. !t also verifies that D's required contribution for
self-only coverage under X's :health insurance plan will be $3,700 {10 percent of household income). Consequently,:the Exchange..
determines that X's plan is unaffordable. D enrolls in a qualified health plan and not in X's plan. In December 2014, X pays D a $2,500
bonus. Thus, D's actua12014 household income. is $39,500 and D's required contribution for coverage under X's plan is 9.4 percent of D's
household income.

(ii) Based an D's actual 2014 household income, D's required contribution does not exceed 9.5 percent of household income and X's
health plan is affordable for D. However, vsrhen D enrolled in a qualified health plan for 2Q14, the Exchange determined that X's plan was
not affordable for D for 2014. Consequently, under paragraph (c)(3}(v)(Aj(3) of this section, X's plan is not affordable for D and D is not
eligible for minimum essential coverage under X's plan for 2014.

Example 4. Determination of una{fordability fcr.plan year. The .facts are. the .same as in Example 3, .except that X's employee health
insurance plan year is September 1 to August 31. The Exchange far Q's rating area determines in August 2014 ttrat X's plan is
unaffordable for D based on D's projected household income for 2014. D enrolls in a qualified health plan as of September 1, 2014. Under
paragraph (c)(3){v}(A)(3} of this section, X's plan is not affordable for D and D is not eligible for minimum essential coverage. under X's
plan for the coverage months September to December 2014 and January through August 2015.

Example 5. No affordability information aftirmativety provided for annua/redetermination. (i) The fac#s are the same as in Example 3,
except the' Exchange redetermines D's eligibility for advance credit payments for 2015. D does not a~rmatively provide the Exchange with
current information regarding affordability and the Exchange. determines that D's coverage is not affordable for 2015 and approves
advance credit payments based an .information from the previous enrollment period. In 2015, D's required contribution for coverage under
X's plan is 9.4 percent of D's household income.

(ii) Because d does not respond to the Exchange notification and the .Exchange makes an affordability determination based on
information from an earlier year, the. employee safe harbor in paragraph {c)(3)(v}(A}(3) of this section does not apply. b's required
contribution for 2015. does. not exceed 9.5 .percent of D's household income. Thus, X's plan is affordable for D for 2015 and D is eligible for
minimum essential coverage for all months in 2015.
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Example 6. Determination of unaffordability for part. of plan year {part-year period). (i) Taxpayer E is an employee of Employer X
beginning in .May 207 5.. X's employee: health insurance plan year-is September 1 to August 31. E's required contribution for self-only
coverage for May through August is $150. per month ($1,800 for the full plan year). The Exchange. for E's rating area .projects E's -
household income for purposes of eligibility for advance credit payments as .$18,000. E's actual household .income for the 2015 taxable
year is $20,000.

{ii) Under paragraph (c)(3)(v)(B} of this section, whether coverage under X's plan is affordable for E is determined for the remainder of
X's plan year, (May through August). E's required contribution fora full plan year {$1,800) exceeds 9.S percent of E's household income
(1,800/18,000 = 10 percent). Therefore, the F~cchange determines that X's coverage is unaffordable for May through August. Although E's
actual household income for 2015 is $20,000 {and E's required contribution of $1,800 does not exceed 9.5 percent of E's household
income), under paragraph.{c}(3)(v)(A)(3} of this section, X's plan is unalfiordabie for E for the part of the plan year May through August
2015. Consequently, E is not. eligible for minimum essential coverage under X's plan for the: period. May through August 2015.

Example 7. Affordability defermined for part ot'a taxable year (part-year period). (i) Taxpayer F is an employee 4f EmpioyerX. X's
employee, health insurance plan year is September 7 to August 31. F's required contribution far self-only coverage for the period
September 2014 through August 2015 is $150 per month or $1,800 for the plan year. F does not enroll in X's plan during X's open season
but enrolls in a qualified health plan,for September through December 2014. F does .not request advance credit payments .and does not
ask the Exchange for his rating area to determine whether X's coverage. is affordable for F. F's household income in 2014 9s $18,000.

{ii) Because F is a calendar year taxpayer and Employer X's plan is not. a calendar year. plan, F must determine the affordability of X's
coverage for the park-year period in 2014 (September-December) under paragraph {c)(3}(v)(B) of #his section. F determines the
affordability of X's plan for the September through December 2014 period by comparing the a~nuai premiums. ($1,800) to F's 2014
household income. E's required contribution of $1,800 is 10 percent of F's 2094 household income. Because F's required contribution
exceeds 9.5 percent of F's 2014 household income, X's plan is not affordable for F for the part-year period September through December
2014 and F is not eligible for minimum essential coverage under X's-plan for thatperiod.

(iii) F enrolls in Exchange. coverage. for 2015 and does. not ask the Exchange to approve advance credit payments or determine
whether X's coverage is affordable. F's 2015 household income is $20,000.

{iv} F must determine if X's plan-is affordable far the part-year period January 2015 through August 2015. F's annwal required -
con#ributia~ 01,800) is 9 percent of F's 2015 ho~~sehold income: Because F's required contribution does not exceed 9.5 percent of F's
2015 household income, X's plan is affordable for F for the part-year period January through August 2015 and F is eligible for minimum
essential coverage for that period.

Example 8. Coverage unaffordable of year end. Taxpayer G is employed by Employer X. In November 2014, the Exchange for G's
rating area determines that G is eligible for affordable employer-sponsored coverage for 2015. G nonetheless enrolls in a qualified health
plan for 2015 but does not receive advance. credit payments. G's 2015 household income is less than expected and G's required
contribution for employer-sponsored coverage for 2Q15 exceeds 9.5; percent of G's actual 2015 household income.'Under paragraph (c)(3)
{v)(A}(1) of this section, G is not eligible for minimum essential coverageunder X's plan for 2015.

Example 9. Wellness program incentives. (i) Employer X o~Fers an eligible employer-sponsored plan with a nondiscriminatory wellness
program that reduces premiums by $300 for employees who do not use tobacco products or who complete a smoking cessation course.
Premiums are reduced by $200 if an employee completes cholesterol screening within the first six months of the plan year. Employee 8
does not use tobacco and the .cost ofi his premiums is $3,700. Employee C uses tobacco and the .cost of her premiums: is $4,000.

(ii) Under paragraph (c)(3}{v)(Aj(4) of this section, only the incentives related to #obacco use are counted #oward the premium amount
used to determine.the affordability of X's plan. C is treated as having gamed the $300 incentive for attending a smoking cessation course
regardless of whether C actually attends the course. Thus, the required contribution for determining affordability #ar both Employee B and
Employee C is $3,700. The $20Q incentive for compiefing cholesterol screening is treated as not earned and does not reduce their
required contribution.

(vij Minimum va/u~. fee §1.36 -6 far pules for determining whether an eligibie,errrplayer-sponsored plan provides minimum
value.

(vii) Enrollment in eligible employer-sponsored. plan—(A} In general. Except as provided in paragraph (c)(3)(vii)(B) of this
section, the requirements of affordability and minimum value do not apply for months that an individual is enrolled in an eligible
employer: sponsored plan.

(B) Automatic enrollment. An employee or related .individual is treated as not enrolled in an eligible .employer-sponsored.
plan for a month in a plan year or other. period for which the employee or related individual is automatically enrolled. if the
employee orrelated individual terminates the coverage before the later of the first day of the second full calendar month of that
plan year or other period or the last day of any permissible opt-out. period provided by the employer-sponsored plan or in
regulations to be issued by the Department of Labor, for.#hat plan year or other period.

(C) Examples. The following examples illustrate the provisions of this paragraph (c)(3)(vii):

Example 7. Taxpayer. H is employed by Employer X in 2014. H's required contribution for self-only employer coverage exceeds 9.5
percent of H's 2014 household income. H enrolls in X's calendar year plan for 2014. Under paragraph {c)(3)(vii){A) of this section, H is
eligible for minimum essential coverage for 2014because H is enrolled in an eligible.employer-sponsored plan for 2014.

Example 2. The facts-are the same as in Example 7, except that H terminates plan coverage on June 30, 2014. Under paragraph (c}
(3)(vii)(A} of this section, H is eligible for minimum essential coverage under X's plan for January through June 2014 but is not eligible for
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minimum essential coverage under X's plan for July through December 2014.

Example 3. The fads are the same as in Examp/e 1, except that Employer X automatically enrolls H in the plan for calendar year2015. H terminates the coverage on January 20, 2015. Under. paragraph (c)(3)(vii)(B) of this section, H is not eligible for minimumessential coverage underX's plan-for January 2015,

{4) Special eligrbi/ity rules--(i) Related individual not claimed as a persona! exemption deduction. An individual who may
enroll in minimum essential coverage because of a relationship to another person eligible for the coverage, but for whom the
other eligible person does not claim a personal exemption deduction under section 151, is treated as eligible for minimum
essential coverage under the. coverage. only for months that the related individual is enrolled in the coverage.

{ii) Exchange unable#o discontinue advance credi# payments-(A) !n general. If an individual who is enrolled in a qualified
health plan for which advance credit payments are made informs the Exchange that the individual is or will soon be eligible for
other minimum essential coverage and that advance credit payments. should. be discontinued, but the Exchange. does not
discontinue,advance credit. payments for.the first .calendar month beginning after the month the individual .informs the
Exchange,.the individual is#rested as eligible for the other minimum essential coverage no earlierthan the first day of the
second calendar month beginning after the first month the individual may enroll in the other minimum essential coverage.

(B) Medicaid or CH/P. If a determination is made. #hat an individual who. is enrolled.. in a qualified health .plan for which
advance credit payments .are made is eligible for Medicaid or CHlP but the advance credit payments are not discontinued for
the first calendar month beginning after the eligibility determination,-the individual is treated as eligible far the Medicaid or CHIP
no earlier than the first -day of the second calendar month beginning after the eligibility determination.

{d) Applicabilitydate. Paragraphs (b)(2) and (c)(3)(v)(C} of this section apply to taxable years beginning after December 31,
2013.

{e) Effective/applicability date. (1) Except as provided in paragraph (e)(2) of this section, this section applies to taxable
years ending after December 31, 2013.

(2) Paragraph (b}(6)(ii), the last three sentences of paragraph (c)(2)(v), paragraph (c)(3)(i), paragraph (c}(3)(iii)(A), the last
three sentences ofparagraph (c)(3)(v)(A)(3), and paragraph (c)(4) of #his section apply to taxable years beginning after.
December 31, 2016. Paragraphs.{b)(6), (c)(3)(i}, (c)(3)(iii)(A), and (c)(4) of,§1.366-2 as contained in 26 CFR part. I edition
revised as of April 1, 2016, apply to taxable years ending after December 31, 2013, and beginning before January 1, 2017.

[T.D. 9590, 77 FR 30385, May 23, 2012, as amended by T.D. 9611, 78 FR 7265, Feb. 1, 2013; T.D. 9683, 79 FR 43626, July 28, 2014; 80
FR 78974, Dec. 18, 201:5; T.D. 9804, 81 FR 91764, Dec. 19, 2016; T.D. 9822, 82 FR 34606, July 26, 2017]
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