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(7) Credit-only insurance (for exam-
ple, mortgage insurance). 

(8) Coverage for on-site medical clin-
ics. 

(b) Other excepted benefits. The re-
quirements of this part do not apply to 
individual health insurance coverage 
described in paragraphs (b)(1) through 
(b)(6) of this section if the benefits are 
provided under a separate policy, cer-
tificate, or contract of insurance. 
These benefits include the following: 

(1) Limited scope dental or vision 
benefits. These benefits are dental or 
vision benefits that are limited in 
scope to a narrow range or type of ben-
efits that are generally excluded from 
benefit packages that combine hos-
pital, medical, and surgical benefits. 

(2) Long-term care benefits. These 
benefits are benefits that are either— 

(i) Subject to State long-term care 
insurance laws; 

(ii) For qualified long-term care in-
surance services, as defined in section 
7702B(c)(1) of the Code, or provided 
under a qualified long-term care insur-
ance contract, as defined in section 
7702B(b) of the Code; or 

(iii) Based on cognitive impairment 
or a loss of functional capacity that is 
expected to be chronic. 

(3) Coverage only for a specified dis-
ease or illness (for example, cancer 
policies), or hospital indemnity or 
other fixed indemnity insurance (for 
example, $100/day) if the policies meet 
the requirements of § 146.145(b)(4)(ii)(B) 
and (b)(4)(ii)(C) of this subchapter re-
garding noncoordination of benefits. 

(4) Medicare supplemental health in-
surance (as defined under section 
1882(g)(1) of the Social Security Act. 42 
U.S.C. 1395ss, also known as Medigap or 
MedSupp insurance). 

(5) Coverage supplemental to the cov-
erage provided under Chapter 55, Title 
10 of the United States Code (also 
known as CHAMPUS supplemental pro-
grams). 

(6) Similar supplemental coverage 
provided to coverage under a group 
health plan. 

[62 FR 16995, Apr. 8, 1997; 62 FR 31696, June 10, 
1997]

Subpart E—Grants to States for 
Operation of Qualified High 
Risk Pools

SOURCE: 68 FR 23414, May 2, 2003, unless 
otherwise noted.

§ 148.306 Basis and scope. 
This subpart implements section 2745 

of the Public Health Service Act (the 
PHS Act). It provides for grants to 
States that have qualified high risk 
pools that meet the specific require-
ments described in § 148.310. It also pro-
vides specific instructions on how to 
apply for the grants and outlines the 
grant review and grant award proc-
esses.

§ 148.308 Definitions. 
For the purposes of this subpart, the 

following definitions apply: 
CMS stands for Centers for Medicare 

& Medicaid Services. 
Loss means the difference between 

expenses incurred by a qualified high 
risk pool, including payment of claims 
and administrative expenses, and the 
premiums collected by the pool. 

Qualified high risk pool means a high 
risk pool that meets the conditions de-
scribed in § 148.128(a)(2)(ii): 

(1) It provides to all eligible individ-
uals, as defined in § 148.103, health in-
surance coverage (or comparable cov-
erage) that does not impose any pre-
existing condition exclusion or affili-
ation periods for coverage of an eligible 
individual; and 

(2) Provides for premium rates and 
covered benefits for the coverage con-
sistent with the standards included in 
the National Association of Insurance 
Commissioners (NAIC) Model Health 
Plan for Uninsurable Individuals Act 
(as in effect as of August 21, 1996) but 
only if the model has been revised in 
State regulations to meet all of the re-
quirements of this part and title 27 of 
the PHS Act. 

Standard risk rate means a rate devel-
oped by a State using reasonable actu-
arial techniques and taking into ac-
count the premium rates charged by 
other insurers offering health insur-
ance coverage to individuals in the 
same geographical service area to 
which the rate applies. The standard 
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rate may be adjusted based upon age, 
sex, and geographical location.

§ 148.310 Eligibility requirements for a 
grant. 

A State must meet all of the fol-
lowing requirements to be eligible for a 
grant: 

(a) The State has a qualified high 
risk pool as defined in § 148.308. 

(b) The pool restricts premiums 
charged under the pool to no more than 
150 percent of the premium for applica-
ble standard risk rates for the State. 

(c) The pool offers a choice of two or 
more coverage options through the 
pool. 

(d) The pool has in effect a mecha-
nism reasonably designed to ensure 
continued funding of losses incurred by 
the State after the end of fiscal year 
2004 in connection with the operation 
of the pool. 

(e) The pool has incurred a loss in a 
period described in § 148.314.

§ 148.312 Amount of grant payment. 
(a) An eligible State may receive a 

grant to fund up to 50 percent of the 
losses incurred in the operation of its 
qualified high risk pool during the pe-
riod for which it is applying. 

(b) Funds will be allocated to each el-
igible State in accordance with the fol-
lowing formula: 

(1) The number of uninsured individ-
uals is calculated for each eligible 
State by taking a 3-year average of the 
number of uninsured individuals in 
that State in the Current Population 
Survey (CPS) of the Census Bureau. 
For grants based upon State fiscal 
years 2002 and 2003, a 3-year average 
will be calculated using numbers avail-
able as of May 1, 2003. For grants based 
upon State fiscal year 2004, a 3-year av-
erage will be calculated using numbers 
available as of March 1, 2005. Calcula-
tion of the State 3-year average will be 
done by the Census Bureau and pro-
vided to CMS. 

(2) Based upon the CPS numbers, the 
State’s percentage of the total unin-
sured population of eligible States is 
calculated and then multiplied by $40 
million to determine the State’s max-
imum allotment for the fiscal year in 
question. The following example illus-
trates the formula in paragraph (b): 

(i) The most current 3-year average 
of uninsured individuals in State A is 
one million, and the 3-year average of 
uninsured individuals for all eligible 
States is 10 million. State A has 10 per-
cent of the uninsured population of the 
eligible States. 

(ii) Under this example, State A’s al-
lotment would be 10 percent of $40 mil-
lion, or $4 million, for the fiscal year in 
question. 

(c) The amount awarded to each eli-
gible State will be the lesser of the 50 
percent of losses incurred by its quali-
fied risk pool for the fiscal year in 
question or its allotment under the for-
mula.

§ 148.314 Periods during which eligible 
States may apply for a grant. 

(a) General Rule. A State that meets 
the eligibility requirements in § 148.310 
may apply for a grant to fund losses 
that were incurred during the State’s 
fiscal year 2002, 2003, or 2004 in connec-
tion with the operation of its qualified 
high risk pool. A State may apply for 
losses incurred in a partial fiscal year 
if a partial year audit is done. 

(b) Maximum number of grants. An eli-
gible State may only be awarded a 
maximum of two grants, with one 
grant per fiscal year. A grant for a par-
tial fiscal year counts as a full grant. 

(c) Deadline for submitting grant appli-
cations. The deadlines for submitting 
grant applications are stated in 
§ 148.316(d). 

(d) Initial distribution of grant funds. 
States that meet all of the eligibility 
requirements in § 148.310 and submit 
timely requests in accordance with 
paragraph (c) of this section will re-
ceive an initial distribution of grant 
funds using the following methodology: 

(1) Initial grant applications submitted 
for losses incurred in State fiscal year 2002 
(hereafter referred to as 02 States). Initial 
grants to States that submit an appli-
cation for losses incurred in State fis-
cal year 2002 will be funded with Fed-
eral fiscal year 2003 funds. 

(2) Initial grant applications submitted 
for losses incurred in State fiscal year 2003 
(hereafter referred to as 03 States). Initial 
grants to States that did not submit an 
application for losses in State fiscal 
year 2002 (or submitted an application 
but did not qualify) and first qualified 

VerDate jul<14>2003 10:23 Oct 21, 2003 Jkt 200178 PO 00000 Frm 00655 Fmt 8010 Sfmt 8010 Y:\SGML\200178T.XXX 200178T


