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(2) STATE DISCRETION.—A State may have more than 1 ap-
plicable reinsurance entity to carry out the reinsurance pro-
gram under this section within the State and 2 or more States 
may enter into agreements to provide for an applicable reinsur-
ance entity to carry out such program in all such States. 

(3) ENTITIES ARE TAX-EXEMPT.—An applicable reinsurance 
entity established under this section shall be exempt from tax-
ation under chapter 1 of the Internal Revenue Code of 1986. 
The preceding sentence shall not apply to the tax imposed by 
section 511 such Code (relating to tax on unrelated business 
taxable income of an exempt organization). 
(d) COORDINATION WITH STATE HIGH-RISK POOLS.—The State 

shall eliminate or modify any State high-risk pool to the extent 
necessary to carry out the reinsurance program established under 
this section. The State may coordinate the State high-risk pool with 
such program to the extent not inconsistent with the provisions of 
this section. 
SEC. 1342 ø42 U.S.C. 18062¿. ESTABLISHMENT OF RISK CORRIDORS FOR 

PLANS IN INDIVIDUAL AND SMALL GROUP MARKETS. 
(a) IN GENERAL.—The Secretary shall establish and administer 

a program of risk corridors for calendar years 2014, 2015, and 2016 
under which a qualified health plan offered in the individual or 
small group market shall participate in a payment adjustment sys-
tem based on the ratio of the allowable costs of the plan to the 
plan’s aggregate premiums. Such program shall be based on the 
program for regional participating provider organizations under 
part D of title XVIII of the Social Security Act. 

(b) PAYMENT METHODOLOGY.—
(1) PAYMENTS OUT.—The Secretary shall provide under the 

program established under subsection (a) that if—
(A) a participating plan’s allowable costs for any plan 

year are more than 103 percent but not more than 108 
percent of the target amount, the Secretary shall pay to 
the plan an amount equal to 50 percent of the target 
amount in excess of 103 percent of the target amount; and 

(B) a participating plan’s allowable costs for any plan 
year are more than 108 percent of the target amount, the 
Secretary shall pay to the plan an amount equal to the 
sum of 2.5 percent of the target amount plus 80 percent 
of allowable costs in excess of 108 percent of the target 
amount. 
(2) PAYMENTS IN.—The Secretary shall provide under the 

program established under subsection (a) that if—
(A) a participating plan’s allowable costs for any plan 

year are less than 97 percent but not less than 92 percent 
of the target amount, the plan shall pay to the Secretary 
an amount equal to 50 percent of the excess of 97 percent 
of the target amount over the allowable costs; and 

(B) a participating plan’s allowable costs for any plan 
year are less than 92 percent of the target amount, the 
plan shall pay to the Secretary an amount equal to the 
sum of 2.5 percent of the target amount plus 80 percent 
of the excess of 92 percent of the target amount over the 
allowable costs. 
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(c) DEFINITIONS.—In this section: 
(1) ALLOWABLE COSTS.—

(A) IN GENERAL.—The amount of allowable costs of a 
plan for any year is an amount equal to the total costs 
(other than administrative costs) of the plan in providing 
benefits covered by the plan. 

(B) REDUCTION FOR RISK ADJUSTMENT AND REINSUR-
ANCE PAYMENTS.—Allowable costs shall reduced by any 
risk adjustment and reinsurance payments received under 
section 1341 and 1343. 
(2) TARGET AMOUNT.—The target amount of a plan for any 

year is an amount equal to the total premiums (including any 
premium subsidies under any governmental program), reduced 
by the administrative costs of the plan. 

SEC. 1343 ø42 U.S.C. 18063¿. RISK ADJUSTMENT. 
(a) IN GENERAL.—

(1) LOW ACTUARIAL RISK PLANS.—Using the criteria and 
methods developed under subsection (b), each State shall as-
sess a charge on health plans and health insurance issuers 
(with respect to health insurance coverage) described in sub-
section (c) if the actuarial risk of the enrollees of such plans 
or coverage for a year is less than the average actuarial risk 
of all enrollees in all plans or coverage in such State for such 
year that are not self-insured group health plans (which are 
subject to the provisions of the Employee Retirement Income 
Security Act of 1974). 

(2) HIGH ACTUARIAL RISK PLANS.—Using the criteria and 
methods developed under subsection (b), each State shall pro-
vide a payment to health plans and health insurance issuers 
(with respect to health insurance coverage) described in sub-
section (c) if the actuarial risk of the enrollees of such plans 
or coverage for a year is greater than the average actuarial 
risk of all enrollees in all plans and coverage in such State for 
such year that are not self-insured group health plans (which 
are subject to the provisions of the Employee Retirement In-
come Security Act of 1974). 
(b) CRITERIA AND METHODS.—The Secretary, in consultation 

with States, shall establish criteria and methods to be used in car-
rying out the risk adjustment activities under this section. The Sec-
retary may utilize criteria and methods similar to the criteria and 
methods utilized under part C or D of title XVIII of the Social Se-
curity Act. Such criteria and methods shall be included in the 
standards and requirements the Secretary prescribes under section 
1321. 

(c) SCOPE.—A health plan or a health insurance issuer is de-
scribed in this subsection if such health plan or health insurance 
issuer provides coverage in the individual or small group market 
within the State. This subsection shall not apply to a grand-
fathered health plan or the issuer of a grandfathered health plan 
with respect to that plan. 
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