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Caveats and Limitations

LIMITATIONS

The information contained in this presentation has been prepared for attendees at the
Southeastern Actuaries Conference. This information may not be distributed to any other
party without the prior consent of Milliman. An1y user of the information must Fossess a
certain level of expertise in order to use the information presented appropriately.

Milliman makes no representations or warranties regarding the contents of this

presentation to third parties. Likewise, third parties are instructed that they are to place

no reliance upon this presentation prepared by Milliman for attendees at the

Southeastern Actuaries Conference that would result in the creation of any duty or

liability under any theory of law by Milliman or its employees to third parties. The views

ﬁ/lx I_ressed are that of the presenter and do not represent the collective opinions of
illiman.

QUALIFICATIONS _ . _ _ _
Guidelines issued by the American Academy of Actuaries require actuaries to include
their Brofessmnal qualifications in all actuarial communications. David Hayes is a
member of the American Academy of Actuaries and meets the qualification standards for
performing the analyses contained herein.
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Part I.
Healthcare Policy Wars




Trump Administration

“Who knew that healthcare was so complicated?”

. Executive Orders

. Rulemaking
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Individual Marketplace

CSR Payments

Sunset Rule

Individual Mandate

Funding, Efficiencies,
and Access

Short Term Limited
Duration Insurance &
AHPs

Repeal & Replace

Georgia Section 1332
Waiver

Direct Enroliment
Pathway




Biden Administration
Let's agree to disagree

Individual Marketplace

Funding, Efficiencies,
and Access
< ~
. -~y . -
COVID-19 Special Georgia Se_ctlon 1332 American Rescue Plan
Enroliment WaiVers _
=~ all
_________ |
. |
= Fxecutive Orders NBPP Pa_rr:cs)isDeux and | Build Back Better |
Rulemaking |
. Legislation l _________
. Litigation
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The American Rescue Plan
Impact on Individual Market |

FIGURE 1: BENCHMARK PREMIUM LIMITS BY INCOME LEVEL, CURRENT LAW AND UNDER ARP

Premium Limits as % of Income

FPL Corridor ;i:‘:f;:;"sl':‘;‘;‘“ Lavel Current - 2021 Under ARP ::‘a“r:::l:';;"::;::s

Under 100% Under $12,760 Ineligible Ineligible N/A

100 to 133% $12,760 to $16,971 2.07% 0% $264 to $351

133 o 150% $16,971 10 $ 19,140 3.10% to 4.14% 0% $526 o $792

150 to 200% $19,140 to $25,520 4.14% 10 6.52% 0% to 2% $7921t0 $1,154

e e 200 to 250% $25,520 to $31,000 6.52% to 8.33% 2% to 4% $1,154 to $1,381

$700 250 to 300% $31,900 to $38,280 8.33% to 9.83% 4% to 6% $1,381 to $1,466
$600 300 to 400% $38,280 to $51,040 9.83% 6% 10 8.5% $670 to $1,466
S50 Over 400% Over $51,040 Ineligible 8.5%" $0 0 $2,993

$400 BARP Subsidies

PMPM

B Additional Subsidy
under ARP

$300

$200 m Subsidy under

Prior law
$100

$0 - ]
100% 150%  200% 250%  300% 350%  400%  450% 500% 550%  600%

Income as Percentage FPL

https://us.milliman.com/-/media/milliman/pdfs/2021-articles/3-17-21-a-is-for-affordable.ashx
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Part Il.
The ACA Yesterday

Commercial market trends through 2020




Individual and Small Group Market Sizes and Risk Profiles (1)
2016-2020

ACA Individual and Small Group Average 3:1 Federal Allowable Age Rating
Market Size by Year (On + Off) Factor* by Year
15,000,000 Adverse Selection after eliminating 1.80 Adverse Selection after eliminatin
12,500,000 W 1.70 individual mandate? }
————
10,000,000 1.60
— "

7,500,000 1.50

5,000,000 1.40

2,500,000 1.30

0 2016 2017 2018 2019 2020
2016 2017 2018 2019 2020 —Individual  ——Small Group
- * All age rating factors have been adjusted to the same 2018+ federal age
—Individual ——Small Group curve to enable consistent comparison
Normalized ACA "Risk Index" 2 by Year Ratio of Normalized ACA Individual to Small
(2017 SG = 1.000) Group "Risk Index" @ by Year

1.35 130 1.25
1.30 1.27 1.20 Adverse Selection after eliminating
1.25 1.22 ’ individual mandate?

' 2020 Coding 115 ——
1.20 114 2017-2019 Coding Suppression?
1.15 Improvement? 1.11 1.10
1.10 1.06 108

: : 1.05
1.05

1.00
1.00 1.00
0.95 0.95
2017 2018 2019 2020 2016 2017 2018 2019 2020
= |ndividual ===Small Group = |ndividual:Small Group Ratio
(1) Adapted from 2016 through 2020 ACA risk adjustment reports, before RADV 8

(2) Riskindex is a measure of morbidity and coding intensity. It is derived from plan liability risk scores, controlling for demographics, plan mix, and HHS-HCC model changes over time.



Individual and Small Group Premiums and Financial Performance
A recent history

FIGURE 7: CLAIMS EXPENSE AND TAXES AND FEES VERSUS EARNED PREMIUM, 2014702019 Average Commercial Single-Year Medical Loss Ratio!?

$600 2011-2020* by Market
562
5 554 100.0%
$500
95.0%
89.6% 900% 89.9% 89.9%/ 90.3% \89.5% 89.5% gg 395 89-9%
$400 - 90.0% 58,7 % 89.3%
e 8!
= E’ 85.9% 85.8% 85.8%
= 24T
o 0 E o A% 84.1%
& s 85.0%  63.3% 1o 83,
o
o
e .
< 80.0% 9.1%
$ 200
75.0%
PN P PN P LAY N L
e A0Y 07 40> 40> 40> 40> 40> 40> 40> 40
——Individual —=Small Group
1. MLR equals the sum of Incurred Claims, Risk Adjustment, and Healthcare Quality Improvement
$0 Expenses divided by Premiums net of taxes and fees
2. Financial results have not been adjusted for risk corridor recoveries resulting from Maine
Community Health Options v. United States.
Individual Small Group
B Claims MTaxes and Fees [@Earned Premium
L milli
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https://us.milliman.com/en/insight/commercial-health-insurance-detailed-2019-financial-results-and-emerging-2020-trends



Commercial MLR Rebates
2014-2019

FIGURE 9: MEDICAL LOSS RATIO REBATE, 2014 THROUGH 2019

100% | s moew — e e m—— o s = == e $12.50
— — - i . _— el e—
90% - . . = . - $11.25
80% - . l - $10.00
70% - - $8.75
60% - - $7.50
50% - - $6.25
40% - - $5.00
30% - $2.83 - $3.75
20% - - $250
’ 16131 e i
10% A L4 B 5026057 051s088" "1 5125
$0.17 ! j
0% L $ 0.00
< n w M~ [eo] (o)) <t wn w P~ [so] (o] < o] w0 P~ o] [s)]
S ©o © ©o o o S ©o © ©o o o S ©o © ©o o o
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$0 e <30-5 m— $5-10 $10-15 $15-20 mm $20+ ==OmsAverage PMPM
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Part lll.
The ACA Today

Observations on 2021




State Market Variations - 2021

Status of State Action on the Medicaid Expansion Decision

W va
Hr
| Nay
Y]
M ot
M vD
M oc

B Adopted and Implemented W Not Adopted
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Section 1332 State Innovation Waivers

M Approved W Request Deemed Incomplete M Withdrawn

*Alaska: Reinsurance New Hampshire: Reinsurance
Colorado: Reinsurance New Jersey: Reinsurance
Delaware: Reinsurance North Dakota: Reinsurance

*Georgia: Reinsurance + Georgia Access  Oregon: Reinsurance

Model (under review) Pennsylvania: Reinsurance

*Hawaii: Waive certain SHOP requirements Rhode Island: Reinsurance
* H . H

Maine: Reinsuruance Wisconsin: Reinsurance
Maryland: Reinsurance
Minnesota: Reinsurance

Montana: Reinsurance 12



Insurers on Individual ACA Marketplaces: 2017-2021

Percent of Enrollees

Number of Insurers

B Cne

Two
[ Threeor More
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Source: https://www.kff.org/private-insurance/issue-brief/insurer-participation-on-the-aca-marketplaces-2014-2021/



2021 ACA Individual Premium Changes

Table 1: Change in the Average Lowest-Cost Premium by Metal Level Before Tax Credit, 2020-2021 for a 40-year-old

2020 2021 % Change
Lowest Cost Bronze Premium $331 $328 -0.9%
Lowest Cost Silver Premium §442 $436 -1.4%
Lowest Cost Gold Premium $501 $481 -4.0%
Benchmark Premium $462 $452 -2.2%

SOURCE: KFF analysis of premium data from Healthcare.gov and review of state rate filings.

u Milliman  Source: https://www.kff.org/private-insurance/issue-brief/how-aca-marketplace-premiums-are-changing-by-county-in-2021/ 14



Premium Change for Lowest-Cost Silver Plan: 2020-2021

Age 40, gross of premium subsidies Age 40, net of premium subsidies, 157% FPL

‘Change in Lowest-Cost Monthly Premium, 2020-2021 Change in Lowest-Cost Monthly Premium, 2020-2021

B — DT s

SOURCE: KFF analysis of premium data from Healthcare gov and a review of state rate filings.

SOURCE: KFF analysis of premium data from Healthcare.gov and a review of state rate filings.

Source: https://www.kff.org/private-insurance/issue-brief/how-aca-marketplace-premiums-are-changing-by-county-in-2021/
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The 2021 ACA Special Enrolilment Period

Top 8 States by Estimated
Individual ACA Enrollment
Growth during 2021 SEP

= 2.8 million gross plan selections® during 2021 SEP Toxas® 549,
(o]
* Net enrollment impact is lower due to terminations Georgia* 22%
) ) ) _ Mississippi* 22%
= 2021 CAPS projections track reasonably well with observations  |Tennessee* 19%
Arizona 18%
= Highest rate of SEP enrollment in non-expansion states South Carolina* 18%
Missouri** 17%
% Increase in Ind. ACA Enroliment Florida® 16%
through 2021Q3 attributable to . o .
SEP/ARP — CAPS versus Actuals Non-Medicaid-Expansion state
** Medicaid Expansion approved but not
30% yetin effect
25% y = 0.3925x + 0.0701
20% te | RSO - Total Individual ACA Enroliment may now be as high as 14 million

= 12.6 million on exchange
= Up to 1.8 million off exchange (pending 2021 data)

= Up from 12.4 million start of 2021 and 11.8 million start of 2020

15%
10%

Est. Actual % Increase
(]
@

0%
-10% 0% 10% 20% 30% 40%
CAPS Projected % Increase
(Base Scenario) .
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Questions?

David Hayes david.hayes@milliman.com




