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ACA Overview and Rate 
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ACA Overview
 Nationwide - 10 million people enrolled in Marketplace in 2017

 Texas - 963 thousand people enrolled in 2017

 The President’s executive order in October called for an 
expansion of less regulated insurance plans
 Association health plans for small businesses

 Loosely-regulated short-term plans for individuals would be expanded

 Expand permitted use of Health Reimbursement Arrangements

 Individual Mandate still in effect

 2018 Open Enrollment shortened to 6 weeks
 November 1 – December 15



ACA Overview

 Base rate increase (excluding CSR impact) in the range of 10-
20%, based on the following factors: 
 A 6-10% increase based on the inflation and medical cost trend
 A 2-3% increase due to re-introduction of Health Insurer Fee
 A variable rate increase or decrease based on the carriers’ individual 

performance in the market
 Downward rate pressure from the positive impact of the CMS market 

stabilization rule

 Individual market has been stabilizing
 Steep premium increases could cause healthy people (particularly those 

buying off-exchange) to drop their coverage, potentially leading to 
further rate hikes or insurer exits.

 Cost-sharing subsidy payments to insurers have been terminated
 Insurers are still required to provide CSR plans

 Insurers are increasing premiums to offset CSR subsidy termination, but 
consumers will mostly be held harmless



How Premiums are Changing in 2018
 Average increase for lowest cost…

 Bronze plan: 17%

 Silver plan: 35%

 Gold plan: 19%

 Silver load is a function of the CSR payment termination

 Savings is greater for subsidized enrollees with lower incomes

 “Free” Bronze Plans in 1,540 counties

 Gold < Silver premium in 459 counties





2019 Payment Notice 
Highlights



2019 Payment Notice Highlights
 The Centers for Medicare and Medicaid Services (CMS) released 

its proposed 2019 Notice of Benefit and Payment Parameters on 
October 27, 2017. The major changes are:

 Rate Review

 The Small Business Health Options Program (SHOP)

 Risk Adjustment

 Medical Loss Ratio (MLR) Rules

 Essential Health Benefits and Qualified Health Plan (QHP) 
Provisions

 The priority is to give states more flexibility and control of the 
program.



Rate Review Proposed 2019 Changes
 Eliminate the requirement that proposed and final rate increases 

must be posted at a uniform time;

 Exempt student health insurance coverage from the federal rate 
review process; 

 Allow different submission deadlines for issuers that only offer 
non-QHPs; 

 Reduce the advanced notification that states must give CMS 
about the posting of rate increases from 30 days to 5 days; and 

 Increase the default threshold for rate increases subject to 
review to 15 percent from 10 percent.



The SHOP
 The original idea of SHOP:

 Tax credits offered to encourage small employers to cover 
their employees

 The idea did not catch on
 Less than 1% of people with coverage in US small group insurance 

market

 What now?
 The Federal government decided to end the SHOP exchange as an online 

enrollment tool
• The federally facilitated SHOP would stop providing employee eligibility, premium 

aggregation, or online enrollment functionality.

 The state-based SHOPs would have the flexibility to continue to operate 
a SHOP in the way they choose in accordance with federal law

 Small employers can choose to enroll in coverage through a SHOP-
registered agent or broker or directly with an insurer



Risk Adjustment
 The purpose of the program is to discourage cherry picking in 

that plans that end up with healthier populations must 
compensate plans that have more costly enrollees.

 The risk adjustment model predicts plan liability for an average 
enrollee based on risk scores, which are based in turn on each 
enrollee’s age, sex, and diagnoses.

 HHS expects that the risk adjustment model will be more 
accurate if it replaces the Truven data, drawn from employer 
programs, with EDGE server data, which reflect services use 
from its own program.



Risk Adjustment
 Some state regulators have asked for greater authority to reduce 

the magnitude of risk adjustment charges for some insurers.

 HHS proposes allowing state regulators to request a percentage 
adjustment in the calculation of risk adjustment transfer 
amounts in their small group market where the state can 
demonstrate that actual risk differences due to adverse selection 
are mitigated in their small group market.

 Adjustments could be made of up to 50 percent of the premium 
used in the applicable benefit year. 

 HHS seeks comments on whether such an accommodation for 
the states should also be allowed in the individual market.



Medical Loss Ratio
 The MLR numerator: claims, quality improvement activities, and 

other non-claims costs (excluding federal and state taxes and 
licensing or regulatory fees)

 The MLR denominator: premium revenue (after adjustment for 
the effects of the risk adjustment, reinsurance, and risk corridor 
programs)

 If the ratio is less than 80% in the individual and small group 
market or 85% in the large group market, the insurer must 
rebate to its enrollees the difference.

 HHS proposes to simplify the MLR by allowing insurers:
 To exclude employment taxes (e.g. SS, Railroad Retirement, 

Unemployment) from premium.

 To automatically claim 0.8% of earned premium as quality improvement 
expenses.



Essential Health Benefits
 ACA requires health insurers in the individual and small group 

markets to cover ten essential health benefits (EHB).

 The proposed rule gives states additional flexibility to define 
their EHB benchmark plan and do so on an annual basis.

 Four proposed options for states:
 Maintain their current 2017 EHB-benchmark plan

 Select another state’s 2017 EHB-benchmark plan

 Replace one or more EHB categories from another state’s 2017 EHB-
benchmark plan

 Select a new EHB-benchmark plan so long as the plan is equal in scope 
to a typical employer plan and is no more generous than the most 
generous comparison plan.



Essential Health Benefits
 The ACA and the proposed rule require EHB-benchmark plans to 

be equal in scope of benefits to what is provided under a typical 
employer plan. 

 HHS proposes to define a typical employer plan as 1) a small or 
large employer plan sold in one or more states with enrollment 
of at least 5,000 enrollees; or 2) a self-insured group health plan 
sold in one or more states with enrollment of at least 5,000 
enrollees.

 How to define “typical employer plan”?



Health Care Reform 
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Health Care Reform Comparison
 The proposals to replace ACA:

 The American Health Care Act (AHCA) approved by the House on 
5/4/2017

 The Obamacare Repeal Reconciliation Act (ORRA) posted on the Senate 
Budget Committee web site on 7/19/2017

 The Better Care Reconciliation Act (BCRA) proposed in the Senate on 
6/22/2017 and most recently updated on 7/20/2017

 The Health Care Freedom Act (HCFA) announced on 7/27/2017

 The Graham-Cassidy-Heller-Johnson (GCHJ) Amendment proposed on 
9/13/2017 and amended on 9/25/2017



Health Care Reform Comparison
 Common elements of the proposals:

 Repeal ACA individual mandates

 Repeal premium and cost sharing subsidies (except HCFA)

 Retain most private market rules

 Retain health insurance marketplaces, annual Open Enrollment periods 
(OE), and special enrollment periods (SEPs).

 Eliminate the Prevention and Public Health Fund

 Encourage use of Health Savings Accounts (HSA) 

 Prohibit federal Medicaid funding for Planned Parenthood clinics for one 
year

 Convert federal Medicaid funding to a per capita allotment (except 
HCFA)

 Repeal several ACA revenue provisions



Health Care Reform Comparison
 Major differences between the proposals:

 AHCA repeals standards for health plan actuarial values (no metallic 
tiers)

 How ACA premium tax credits are modified (AHCA and BCRA)

 Penalties for individuals who have not maintained continuous creditable 
coverage (AHCA and BCRA)

 Medicaid Expansion ranged from eliminating completely (ORRA, GCHJ), 
making some changes (most proposals) to retaining 100% (HCFA)

 HCFA has made the least changes to ACA

 BCRA creates new association health plan option for small employers 
and self-employed individuals



Health Care Reform Comparison
 GCHJ is significantly different than the other proposals:

 Establish new state block grant program ($1.176 trillion over 7 years) to 
fund state-designed health care reform programs

 Permits states to set market rules for coverage under the block grant 
related to covered benefits and rating based on any factor

 The following ACA benefit design requirements are no longer required
• Coverage of the 10 essential health benefits

• Maximum out-of-pocket limit on cost sharing

• Metallic tiers

• Annual limits on EHBs

• Preventive benefits coverage with no cost



Health Care Reform Comparison
Issue ACA The Proposals Considerations

Regulatory Changes Impacting Designs

Plan Design Essential Health Benefits.

Metallic Tiers.

No metallic tiers.

Creditable coverage.

Expand risk pool?

Reduce premiums?

Anti-selection?

Age Banding 3 to 1 5 to 1 Expand risk pool by 
reducing premiums for 
young?

Increased premiums for 
older?

Across State Lines? Generally not allowed. TBD. Increased competition?

Reduced benefits?

Anti-selection?

Coverage Incentives

Subsidy Structure Based on net income & 
2nd lowest silver plan.

Age adjusted
advanceable tax credit.

Highly dependent on 
individual’s unique
situation?



Health Care Reform Comparison
Issue ACA The Proposals Considerations

Continuity of Care / Penalties for No Coverage

Enrollment Open enrollment period.  
Special election period 
allowed under specific 
circumstances.

Individual mandate 
penalty.

Continuous enrollment 
required.  

If not maintained, 
required to pay a 
penalty at re-entry.

Incent continuous 
enrollment?

Impact size of risk pool?

Anti-selection?

High Risk Pool None. For those not 
maintaining continuous 
coverage.

Reinsurance included.

State options.

Stabilize individual 
market?

Funding?

Medicaid

Coverage & Funding Expansion

90% Federal funding

Maintain expansion 
with state funding

Block Grants adjusted 
for CPI

Enrollment changes?

Future growth?



Cost Sharing Reduction 
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Cost Sharing Reduction Subsidies

 Insurers reduce cost sharing of plans by increasing the Actuarial 
Value (AV)
 Higher AVs (Silver plans at 73%, 87%, 94%)

 Based on income level

 Deductibles significantly lower in CSR plans than traditional Silver plans

 CSR subsidies are delivered only through modified Silver plans.
 Silver plan deductibles, co-pays, and other cost sharing amounts are 

reduced; federal government reimburses insurers monthly for the value 
of added coverage

 Insurers reimbursed for additional claims expenses incurred from 
lowering the cost-sharing



CSR Impact on 2018 Market
 71% of marketplace enrollees are in Silver Plans in 2017

 ACSW territories’ plan distribution is similar to nationwide

 Premium changes range from -5% to 49% (19% average)

 84% enrollees receive tax credits, which are determined based 
on a benchmark silver plan (2nd lowest-cost silver plan)
 Credit can be applied to any metal-level plan

 Enrollees receiving tax credits are cushioned from the effect of premium 
hikes

 Bronze and Gold plans become more affordable

 $371 average monthly premium tax credit in 2017







CSR Impact on 2018 Market
 Estimated that cost could be 23% more than the savings from 

eliminating CSR payments. 
 Net increase in federal costs of $2.3 billion. 

 Potentially underestimated impact
• Migration out of silver plans

• Selective exits by insurers

• Increase in number of people receiving tax credits

 Extrapolating to the 10-year budget window (2018-2027) 
using CBO’s projection of CSR payments, the federal 
government would end up spending $31 billion more if the 
payments end.



Questions


