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Why did Hawaiʻi pursue a State-based 
Marketplace?

• Each state must provide an ACA Marketplace for 
individuals and small employers (SHOP)
– State-based Marketplace, or

– Federally-facilitated Marketplace (Healthcare.gov)

• Protect the quality health insurance that families in 
Hawaiʻi already have
– Prepaid Health Care Act (Prepaid)

– Healthcare.gov cannot be customized for Prepaid

• Provide state flexibility to create a program that 
responds to the unique needs of Hawaiʻi



ACA consequences of choosing a State-
based Marketplace

• Build and operate a system using federal grants

• System must provide ACA-required services (tax 
subsidy eligibility, QHP plan comparison and selection, enrollment, 
SHOP premium aggregation)

• Eligibility for individuals seeking financial assistance 
must integrate with Medicaid eligibility;  all non-
Medicaid services must be cost allocated

• Marketplace operations must be self-sustaining by 
2015

• States can pursue ACA Innovation Waiver for 2017



Decision Parameters For a Sustainability 
Plan from Board of Directors
• Protect Prepaid by keeping SHOP intact at least until

Innovation Waiver can take effect in 2017
• Provide ACA benefits that are only available through the 

online marketplace
• Improve consumer experience
• Functional by next Open Enrollment (Nov. 15, 2014)
• Approve a budget draft that significantly reduces 

operating costs consistent with other goals
• Comply with ACA rules and CMS grant requirements
• Support by the State for plan and budget
• Present plan and budget to Legislature to support state 

funding at least for January – July 2015



Connector’s major strengths and 
weaknesses

Strengths:
• Strong IT system foundation; real-time eligibility 

determination
• Outreach workers on all islands – public education and in-

person assistance
• Contact Center customer service by telephone
• Compliant with federal regulations

Weaknesses:
• Current model not sustainable due to Hawaiʻi’s unique 

market and high system operating costs
• IT system usability needs improvement



Current Model

Function DHS HHC

Application Intake

Eligibility 
Determination

Plan Selection, Shop 
and Compare

Enrollment

Customer Service

Source Files

Medicaid

Non-
Subsidized 

Individual / 
Family

• HHC performs all QHP Determination, Plan Selection, Shop and Compare, and SHOP Functions.
• DHS Performs Medicaid Determination and APTC Application Intake (part of Medicaid Application).
• All HHC Application Intake, Determination, Plan Selection and Shop and Compare are in a single solution.

APTC / CSR

SHOP

APTC / CSR



DHS Performs Integrated Eligibility (Solution 1a)
HHC completes QHP Enrollment

Function DHS HHC

Application Intake

Eligibility 
Determination

Plan Selection, Shop 
and Compare

Enrollment

Customer Service

Source Files

APTC/CSR

Medicaid

Non-
Subsidized 

Individual / 
Family

APTC / CSR

• DHS will own the application intake process and associated rules to determine eligibility for APTC / CSR.
• HHC will be responsible for plan selection, shop and compare for all APTC/CSR and Non-Subsidized 

individual and family enrollment for QHPs
• HHC will expand SHOP to attract large employer groups and potentially for EUTF

APTC / CSR

SHOP



Board of Directors – Plan decision

Approval of Solution 1A
• Combine individual eligibility in one system at DHS

– Medicaid and individual tax subsidies (APTC/CSR)
– Work toward improving consumer experience

• REAL-TIME ELIGIBILITY
• SINGLE APPLICATION

• Complete SHOP development and improve usability; 
protect Prepaid functionality in SHOP

• Consider other long-term alternatives to eliminate 
redundancy, reduce cost, and improve consumer 
experience 



Board of Directors – Budget decision

Approval of Solution 1A
• Board-approved Connector Budget for January 1 – June 

30, 2015
– Reduce operational expenses where possible (personnel, 

outreach, marketing, etc.)
– Mitigate risk to remain federally compliant
– Existing contracts – negotiate reductions in future maintenance 

and operating cost

• $4.7M budget deficit for the first half of 2015 
(January 1-June 30, 2015)
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