Health

Advocacy
PROJECT

MAY 2018

For more information,
contact:

BRENDAN RILEY
Policy Analyst
brendan@ncjustice.org
(919) 861-2074

north carolina

JUSTICE CENTER

P.O. Box 28068
Raleigh, NC
27611-8068

www.ncjustice.org

HEALTH BRIEF:
How North Carolina Limited Federal Health Care Harm
in the 2018 Open Enrollment Period

The Positive Impact of Silver Loading

IN OCTOBER 2017, President
Trump announced that the
administration would immediately
stop reimbursing health insurance
companies for providing legally
required discounts on deductibles
and other out-of-pocket costs

on Marketplace plans to eligible
enrollees. The cancellation of
payment for these consumer
subsidies—known as cost-sharing
reductions (CSRs)—came less
than three weeks before the Open
Enrollment period for 2018 coverage was slated to begin. However, insurers,
state regulators, and advocates had prepared for the scenario, devising a
strategy known as “silver loading” to mitigate market instability and harm to
consumers.

v

In this brief, we examine the impact of that strategy and find that North
Carolina Marketplace enrollees on the whole have benefited from silver loading.
As aresult, we recommend that North Carolina regulators and health plans
adopt a modified silver loading approach for setting 2019 premiums.

KEY FINDINGS

Our analysis finds that, after NC Marketplace plans loaded CSR-related
premium increases onto silver plans:

» Take-up of cost-sharing reduction plans
with the greatest consumer protections
remained strong among eligible North
Carolinians—those with incomes up to
200% of the federal poverty level (FPL).

» The increased value of the premium
tax credit enabled more consumers,

especially those with incomes between
200-400% FPL, to purchase gold plans
than in 2017.

Enrollment by North Carolinians who do
not qualify for subsidies—mostly middle-
income folks—remained steady from
2017 to 2018.
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Background

Cancellation of Federal Payments for Cost-Sharing Reductions by Trump
Administration

Under the Affordable Care Act, consumers can qualify for financial assistance to not only lower
their monthly premiums, but also to reduce out-of-pocket costs they face when using their health
insurance. The latter benefit, known as cost-sharing reductions, comes in the form of reduced
deductibles, annual out-of-pocket maximumes, copays, and coinsurance costs. Marketplace insurers
provide these discounted plans to eligible consumers who select silver plans, and the federal
government makes regular payments to insurance companies as a reimbursement for the costs
they incurred as a result of providing a more generous plan without increasing the premium. (For
more background on the cost-sharing reduction benefit, see the Appendix at the end of this brief).

Under the leadership of former Speaker John Boehner (R-OH), the House of Representatives
brought a 2014 legal challenge to the Obama administration’s compensation of insurers for
CSRs on the grounds that Congress did not appropriate the payments. In 2016, the U.S. District
Court for the District of Columbia granted a
summary judgment in favor of the House,
but the payments were allowed to continue A g youa®
pending appeal. Following the 2016 election,
the Republican-led House of Representatives
requested a stay of legal proceedings, in effect
granting the Trump administration leeway to cut
off payments for CSRs.
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Throughout the unsuccessful 2017 campaign to
repeal the Affordable Care Act, President Trump
repeatedly threatened to let the ACA “implode.™
He tweeted often about ending “bailouts” for
insurance companies—his mischaracterization
of how insurers were compensated for providing
CSRs—throughout the process, especially when
legislative repeal efforts were faltering.? Once the repeal-and-replace effort died off, the Trump
administration pulled the plug on the reimbursements for CSRs. While that decision finally came in
mid-October, stakeholders across the country had been discussing how to plan for this possibility
months in advance. Although Open Enrollment for Marketplace plans begins annually in November,
the premium-setting process starts much earlier. Insurance companies begin developing products
and prices earlier in the year, usually with an initial proposed filing to state regulators in the spring
and final rates in the fall.

Silver Loading Response in the States

While several analyses predicted that cutting off CSR payments would cause insurers to significantly
raise premium rates,?astrategic approachtoraising rates arose in whichinsurersincrease premiums
only on silver plans rather than spreading the costs of lost CSR payments across all plans.*

Roughly two-thirds of states took this approach, which we refer to as “silver loading.” The
conceptual advantage to this approach is that consumers—particularly those who do not qualify
for premium tax credits and therefore pay full-cost premiums—would be protected from CSR-




B HEALTH BRIEF: The Positive Impact of Silver Loading
ealth

Advocacy
PROJECT

related premium increases, especially for bronze, gold, and platinum plans (though platinum was
not offered on the Marketplace by any insurer in North Carolina). What’s more, consumers who do
qualify for premium tax credits would also benefit, as the cost of the benchmark plan (the second-
lowest cost silver plan) would increase relative to the costs of other plans available, meaning that
the premium tax credit would provide consumers with greater purchasing power. This purchasing
power would particularly benefit consumers purchasing bronze and gold plans unaffected by the
premium increases associated with silver loading.

While the North Carolina Justice Center advocated for silver loading in mid-2017, we had some
concerns that it would inflate premium tax credits in such a way that encouraged consumers with
incomes below 200% FPL—who would normally enrollin silver level plans with robust cost-sharing—
to instead enroll in a high-deductible but low-premium (if not $0/month) bronze plan. Because
CSR plans provide lower out-of-pocket costs and cap enrollee spending at lower out-of-pocket
maximums, we want to ensure consumers are taking advantage of such plans. Higher actuarial
value plans provide greater protection against unexpected medical diagnoses and emergencies,
helping to keep North Carolinians out of poverty or from falling deeply into debt.

Based on available information, we believe both Cigna and Blue Cross Blue Shield of North Carolina
incorporated a silver loading strategy for their 2018 individual market premiums. Other states also
adopted a modified silver loading strategy in which insurers would provide an additional silver plan
unaffected by silver loading offered outside of the Marketplace; this would, in effect, provide a
more affordable silver plan option for consumers who do not qualify for premium subsidies.

While the full ramifications of these decisions are not yet known, the federal Centers for Medicare
and Medicaid Services released data on April 3, 2018, about enrollment from the 2018 Open
Enrollment period (OEP).® The individual market experiences churn in its enrollee population every
year, so comparing year-to-year trend comes with caveats. However, by examining the 2018 OEP
State State-Level Public Use File and comparing it to last year’s data, we can deduce how silver
loading may have affected North Carolinians’ enrollment decisions, particularly whether those
eligible for the most robust CSR plans still took advantage of them.

Impact of Silver Loading in 2018

In review of the enrollment data for 2018, it is clear that silver loading allowed many low- and
moderate-income families to purchase more affordable and more comprehensive coverage, while
protecting most unsubsidized consumers from premium increases they would otherwise have
experienced.

How Silver Loading Affected North Carolinians’ Metal-Level Plan Selection
Decisions

Blue Cross Blue Shield of North Carolina, the only insurer offering Marketplace plans in all 100
counties of the state, raised rates on its individual market products by an average of 14.1% in 2018—
which they attributed fully to the cost of CSR payments being canceled. However, the average net
premium paid by North Carolina Marketplace enrollees rose only 3.9% in 2018.7 For consumers who
qualified for premium tax credits, the average net premium paid actually decreased from 2017 to
2018 by 5.7% to an average of $82 per month.

Overall, the average sticker price (before tax credits) for silver plans in North Carolina rose by 19.9%
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TABLE 1: Percentage of all 2018 North Carolina Marketplace plan selections by metal level

2017 1.99% 17.72% 78.33% 1.96%
2018 1.98% 21.76% 70.94% 5.33%

in 2018. As premiums for silver plans increased, the value of premium tax credits (PTC) increased.
Because PTC increases exceeded the more moderate premium increases for non-silver plans—for
example, sticker prices for bronze plans rose only 4.9%8—many consumers leveraged a relatively
larger tax credit to purchase bronze and gold coverage at lower premiums than would have been
available otherwise.®

As seen in Table 1, the share of North Carolina enrollees selecting a silver plan dropped by nearly
eight percentage points, with the share of bronze plan selections increasing roughly four points and
gold selections increasing nearly three-and-a-half points. If we compare 2017 and 2018 enrollment
data with respect to CSR take-up, the numbers suggest a downward trend in 2018.° However,
these data do not tell us whether reduced take-up occurred among North Carolinians eligible for

the most robust cost-sharing

reductions benefits, such as the

FIGURE 1: 94% actuarial value (AV) plans
Distribution of metal level plan selections for those with incomes between

by income group, 2017 100-150% FPL and 87% AV plans

for those between 151-200%

100-150% FPL 93.26% FPL. (For more background on

metal tiers and actuarial value
differences across plans with
85.87% cost-sharing reductions, see the
Appendix at the end of this brief).

150-200% FPL

200-400% FPL 31.55% 68.45%
Take-Up of Cost-Sharing
M Bronze I Silver Reductions among North
Carolinians with Incomes
FIGURE 2: Below 200% FPL
Distribution of metal level plan selections Figures 1and 2** offer data on the
by income group, 2018 distribution of metal level plan

selections by relevant income
groupings in 2017 and 2018

o, 0,
92.62% OEgg (where data were available).?

100-150% FPL
Consumers up to 400% FPL are
eligible for premium tax credits,
while only those up to 250%

49.34% 12.19% FPL are eligible for cost-sharing

reductions. Both of these benefits

are offered on a sliding scale,
with  cost-sharing reductions

150-200% FPL 84.15% 0.79%

200-400% FPL

M Bronze Silver Gold
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increasing the actuarial value of a silver plan from 70 to 94% (100-150% FPL), 87% (150-200% FPL),
or 73% (200-250% FPL). Because the CSR benefit is particularly robust for consumers below 200%

FPL (an increase of 24 or 17 points over a normal silver plan), our analysis focuses on that group.

The figures show that among consumers eligible for the 94% AV silver plan the share selecting
such a plan fell only slightly (0.64 percentage points). Among those income-eligible for an 87% AV
silver plan, take-up fell by 1.72 percentage points, with slightly higher take-up of bronze and gold
plans among that population. These changes suggest a small downward trend, but not a major
change in the utilization of the CSR benefit among the income-eligible population for which the
benefit is most meaningful.

All'in all, enrollment in 94% AV and 87% AV CSR plans remained high and stable in North Carolina
during the 2018 Open Enrollment Period.**

Silver Loading Helped More North Carolinians Select Gold Plans

Back on Table 1, we see that the share of enrollees selecting gold plans nearly tripled from 2017 to
2018, and the gross number of enrollees increased by 158% from 10,738 in 2017 to 27,682 in 2018.%
Figure 2 suggests that 2018 gold plan enroliment was particularly strong among those whose
incomes are between 250-400% FPL—North Carolinians who are eligible for premium tax credits
but not eligible for CSRs. Figure 2 also shows that enrollment in gold plans was strong among
those with incomes between 200-250% FPL, who are eligible for relatively weak CSR benefit (73%
AV), which is lower than the 80% value provided by a gold plan. In fact, 21,839 North Carolinians
between 200 and 400% FPL selected gold plans in 2018, more than doubling the total number of
gold selections across all incomes in 2017. These trends seem likely attributable to silver loading’s
impact on the purchasing power of the PTC.

Number and Share of Enrollees without Financial Assistance Remained
Steady
Without silver loading, all unsubsidized consumers would bear the cost of CSR-related premium

increases no matter what metal level plan they purchase. In contrast, in any state utilizing silver
loading, unsubsidized consumers who chose to purchase a bronze or gold plan can avoid paying the

TABLE 2: North Carolina Plan Selections among Unsubsidized Consumers, 2017 and 2018

Number of NC Consumers who Selected a Plan Without Financial Assistance 52,115 51,249

Share of NC Enrollees who Selected a Plan Without Financial Assistance 9.60% 9.92%

inflated premiums on silver marketplace plans. During Open Enrollment, North Carolina qualified
health plans saw steady enrollment among the unsubsidized population, as shown in Table 2.

The gross number of plan selections by unsubsidized consumers fell only slightly by 866, or 1.66%,
and the relative share of enrollees without financial assistance increased by 0.32 percentage points.




B HEALTH BRIEF: The Positive Impact of Silver Loading
ealth

Advocacy
PROJECT

Modified Silver Loading for 2019 Premiums

Silver loading appears to have protected North Carolinians who qualify for subsidies under the ACA,
reducing the average net premium paid; enabling more consumers to afford a gold plan; maintaining
strong take-up of cost-sharing reduction plans with higher actuarial values; and possibly boosting
enrollment overall for those who may not have enrolled in a plan without the stronger tax credit
purchasing power.

At the same time, North Carolinians ineligible for financial help enrolled at similar numbers and
rates as in the previous year. Based on these limited data, silver loading appears to have been
a success in North Carolina. Therefore, regulators and plans should adopt a similar strategy for
setting 2019 premiums in the event that cost-sharing reduction payments are not restored.

To ensure unsubsidized consumers have the full range of plan options at premiums unaffected
by silver loading, last year several states further directed insurers to offer an off-Marketplace
silver plan that only slightly differed from the on-Marketplace silver plans to allow for differential
pricing. This provided unsubsidized consumers with off-Marketplace silver plan options without
the CSR-related premium increase. This step is particularly important because most unsubsidized
consumers purchasing ACA-compliant coverage do so outside the marketplaces and, among the
minority of unsubsidized consumers purchasing coverage through HealthCare.gov, almost two-
thirds purchased non-silver plans in 2018.%

While the 2018 silver loading strategy appeared to have largely mitigated harm from the Trump
administration’s decision to cut off payments for cost-sharing reductions, we recommend that
North Carolina insurance companies and regulators at the NC Department of Insurance embrace
this modified silver loading strategy for developing 2019 premium rates.

NOTES AND ACKNOWLEDGEMENTS: In the drafting of this brief, the author relied on
contributions and ideas from fellow consumer representatives to the National Association of
Insurance Commissioners, including Ashley Blackburn, Sarah Lueck, Katie Keith, and others.
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APPENDIX

The Cost-Sharing Reductions Benefit under the Affordable Care Act

Under the Affordable Care Act, North Carolinians who purchase coverage on their own can qualify for two
forms of federal financial assistance to help them afford the cost of coverage and the costs of accessing
health care services. To reduce monthly premiums, the law places a cap on what some consumers must

pay in premiums for a benchmark plan, which is the second-lowest cost silver plan available to them on

the Marketplace. Enrollees with incomes up to 400% FPL can qualify for a premium tax credit (PTC), an
advanceable, refundable tax credit to reduce enrollees’ monthly premiums. In 2017, 90%, or 496,420 North
Carolinians, enrolled in a plan with PTCs.

Plans available on the Marketplace are categorized by metal level, which corresponds with the generosity

of the plan’s coverage of health care costs. Bronze plans have an average actuarial value (AV)—the share of

total costs of health care services covered by the insurance plan instead of the enrollee—of 60%, whereas a
silver plan covers 70%, gold covers

FIGURE 1: 80%, and platinum covers 90%.
COST-SHARING REDUCTIONS - IMPACT ON DEDUCTIBLES Premium prices for these plans
Average Medical Deductible in Plans with Combined and vary according to actuarial value,
Separate Medical and Prescription Drug Deductible with premiums being highest for
the most generous plans.
$4,000 .
$3,609 B Combined Medical However, consumers with incomes
$3,500 $3.276 and Prescription Drug up to 250% FPL can qualify for
$3,000 $2,004 Deductible cost-sharing reductions (CSRs) to
$2,627 Separate Medical reduce what enrollees have to pay
$2,500 and Prescription Drug in out-of-pocket costs (i.e. deduct-
$2,000 ibles, copays, coinsurance) when
$1,500 they use health care services.
Cost-sharing reductions increase
$1,000 $805 o the value of silver plans up to 73%,
$500 . 25 o 87%, or 94% on a sliding scale,
s0 [ | according to an enrollee’s income.
Silver CSR73 CSRS7 CSR94 The impact is that enrollees with

low incomes—particularly those
between 100-150% FPL (who
qualify for 94% AV silver plans)
and 151-200% FPL (87% AV silver
plans)—can qualify for coverage
with significantly lower out-of-
pocket costs at silver-level premiums, reduced further by their premium tax credits. Figure 1 shows how
enrollees at each level of CSR benefited from lower deductibles, highlighting the generosity of the benefit
particularly for consumers below 200% FPL who are eligible for CSR94 or CSR87. 356,560 North Carolin-
ians—65% of enrollees—enrolled in a silver plan with CSRs in 2017.

SOURCE: Kaiser Family Foundation analysis of Marketplace plans in the 39 states with Federally Facilitated
or Partnership exchanges in 2017 (including Arkansas, New Mexico, Oregon, Kentucky and Nevada).

Data are from Healthcare.gov Health plan information for individuals and families available at
https://www.healthcare.gov/health-plan-information-2017/.

The federal government provides these two forms of financial assistance in different ways. For premium
tax credits, the government pays insurers the monthly tax credit each month on behalf of a consumer, who
is responsible for paying the remaining share. For cost-sharing reductions, the federal government makes
regular payments to insurance companies as a reimbursement for the costs they incurred as a result of
providing a more generous plan without increasing the premium.
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