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42 C.F.R. § 417.157

Contributions for the HMO alternative.

(a) General principles—(1) Nondiscrimination. The employer contribution to an HMO must be in an amount that
does not discriminate financially against an employee who enrolls in an HMO. A contribution does not
discriminate financially if the method of determining the contribution is reasonable and is designed to
ensure that employees have a fair choice among health benefits plan alternatives.

(2) Effect of agreements or contracts. The employing entity or designee is not required to pay more for health
benefits as a result of offering the HMO alternative than it would otherwise be required to pay under a collective
bargaining agreement or contract that provides for health benefits and is in effect at the time the HMO
alternative is included.

(3) Examples of acceptable employer contributions. The following are methods that are considered
nondiscriminatory:

(i) The employer contribution to the HMO is the same, per employee, as the contribution to non-HMO
alternatives.

(ii) The employer contribution reflects the composition of the HMO's enrollment in terms of enrollee attributes
that can reasonably be used to predict utilization, experience, costs, or risk. For each enrollee in a given class
established on the basis of those attributes, the employer contributes an equal amount, regardless of the health
benefits plan chosen by the employee.
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