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Premiums under the Senate Better Care Reconciliation Act

Gary Claxton, Anthony Damico, Larry Levitt, and Cynthia Cox

The Senate Better Care Reconciliation Act (BCRA) would make significant changes to the amounts that people
pay for nongroup coverage and for the care they receive under the Affordable Care Act (ACA). The tables below
provide estimates of how premiums after taking into account tax credits would change for people currently
enrolled in the federal and state marketplaces.

Under current law, people with incomes between 100 percent and 400 percent of the federal poverty level are
eligible for premium tax credits to help them pay the premium for nongroup coverage purchased through the
federal or a state marketplace if they do not have access to other affordable coverage. People are responsible
for paying a specified percent of their income (“required income percentage”) toward the cost of the benchmark
plan (the second-lowest cost silver plan in their area), and the federal government pays the remainder of the
premium to their insurer; this amount is the person’s premium tax credit. The required income percentages

people are responsible to pay vary with income: In 2017, people with incomes between 100 percent and 133
percent of poverty contribute 2.04 percent of income, while people with incomes between 300 percent and 400
percent of poverty contribute 9.69 percent of their income.' Because premiums vary with age but the share of
income people are responsible to pay does not, older people receive larger premium tax credits than younger
people with the same income but pay the same amount for the benchmark plan.

Beginning in 2020, the BCRA would make several significant revisions that affect the premium tax credits that
people receive when they purchase nongroup coverage. First, the bill would revise income eligibility for
premium tax credits, extending eligibility to people with incomes below poverty but capping eligibility at 350
percent of poverty. Second, the bill amends the way that premium tax credits are calculated so that the
required income percentages vary with age and with income. Our estimates of the required income
percentages under current law and the BCRA for 2020 are shown in the Appendix. The result is that on average
people at younger ages would pay a lower share of their income to purchase a benchmark plan than they today
while people at older ages would pay a higher share. Third, the bill reduces the value of the benchmark plans
that are used to determine premium tax credits. The result is that a person who used their premium tax credit
to purchase a benchmark plan would get a plan that on average would pay 58 percent of expected covered costs
(a bronze plan), compared to 70 percent (a silver plan) under current law. A plan paying 58 percent of
expected covered costs would have much higher cost sharing (e.g., deductibles) than a plan covering 70 percent
of costs. This change is particularly important because the BCRA also would eliminate the cost sharing
subsidies available under current law that reduce cost sharing and out-of-pocket limits for marketplace
enrollees with incomes at or below 250 of poverty.
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The bill also authorizes states to change the amount that premiums for adults can vary due to age, from 3:1
under current law to 5:1 (or a different ratio at state discretion). This would lower premiums for younger adults
and raise them for older adults in states that made the change.?

Results

We estimated the average premiums that current marketplace enrollees would pay, after receiving any
premium tax credit, for a benchmark silver plan in 2020 under current law and under the BCRA. Most current
marketplace enrollees purchase silver plans, so we used those as the basis for a comparison of how much
people would pay for equivalent coverage under the ACA versus the BCRA. The methods we used in making
our estimates are described in more detail below.

Overall, marketplace enrollees would pay on average 74 percent more towards the premium for a benchmark
silver plan in 2020 under the BCRA than under current law (Table 1). Younger enrollees would see modest
increases on average (10 percent for those under age 18; 17 percent for those ages 18 to 34), while average
premiums would more than double for enrollees ages 55 to 64. State-level results are in Appendix Table 2.

Table 1: Monthly Premium for a Silver Plan Among Exchange Enrollees (By Age), 2020

Age ACA Premium After Tax BCRA Premium After Tax % Change
Credit Credit

Under 18 $110 $120 10%
18-34 $145 $169 17%
35-44 $194 $271 39%
45-54 $208 $403 94%
55-64 $271 $583 115%

65 and Older $310 $660 113%
Overall (All Ages) $197 $342 74%

Source: Kaiser Family Foundation

These results vary significantly by income as well (Table 2). Marketplace enrollees with incomes below 200
percent of poverty would see an average increase in their premium costs of 177 percent, while higher income
enrollees would see an increase of 57 percent.

Table 2: Monthly Premium for a Silver Plan Among Exchange Enrollees (By Income and Age), 2020

Income Below 200% of Poverty Income 200% of Poverty or Above

Age ACA Premium . BCRA Premium_ % Change ACA Premium . BCRA Premium_ % Change
After Tax Credit  After Tax Credit After Tax Credit  After Tax Credit

<18 $26 $58 121% $176 $170 -4%
18-34 $57 $103 82% $247 $247 0%
35-44 $69 $149 117% $296 $369 25%
45-54 $67 $215 223% $323 $556 72%
55-64 $69 $272 294% $399 $782 96%
65 + $76 $296 288% $439 $862 96%
Overall $61 $168 177% $311 $489 57%

Source: Kaiser Family Foundation
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There are important differences by age within these income groups: among enrollees with incomes below 200
percent of poverty, those in 18 to 34 age group would see an average increase of 82 percent while those in the
55 to 64 age group would see an average increase of 288 percent. Among enrollees with incomes 200 percent
of poverty and above, enrollees in the 18 to 34 age group would not see an increase while those age 55 to 64
would see their premium costs almost double.

Discussion

The vast majority of marketplace enrollees would pay higher premiums in 2020 for a silver plan. Older and
lower income enrollees see the biggest increases. These results are driven by several provisions in the BCRA.
First, the BCRA reduces the value of the benchmark plan used to calculate the premium tax credits (from a plan
that, on average, pays 70 percent of expected costs to a plan that pays 58 percent of expected costs). Lowering
the benchmark means that marketplace enrollees could enroll in what is roughly a bronze plan by paying their
required income percentage, but that they would need to pay the entire difference in premium to enroll in the
silver level plans that are most prevalent today. The second factor is the change in the required income
percentages under the BCRA, which generally would reduce what younger adults would be required to pay but
increases the amounts paid by older adults, particularly those at higher incomes. Among people with higher
incomes, reducing the maximum income eligibility for premium tax credits from 400 percent of poverty to 350
percent of poverty increases costs for some marketplace enrollees, particularly people at higher ages who face
relatively high premiums. Increasing the permitted premium variation due to age also would increase
premiums for older adults not eligible for premium tax credits.

These significant increases in the costs for silver plans may cause some or many marketplace enrollees to look
to lower-value bronze-level plans, which they could purchase by paying their required income percentage. For
younger marketplace enrollees, they generally would pay less under the BCRA to purchase a bronze level plan
than they would pay for a silver plan under current law; older enrollees, however, generally would pay more for
a bronze level plan under the BCRA than they would pay for a silver plan under current law. Moving down to
bronze level plans, however, would expose enrollees to much higher cost sharing than in silver plans, and for
many enrollees who now receive cost-sharing subsidies, the increases would be very large. The BCRA would

eliminate the cost sharing subsidies provided under current law beginning in 2020.

The reduction in the value of the benchmark plan, along with the elimination of cost sharing subsidies, raises
questions about whether lower income people would continue their coverage under the BCRA. While
premiums after premium tax credits might be somewhat lower for younger enrollees purchasing bronze plans,
their cost sharing would likely be thousands of dollars higher; the average deductible for bronze plans in 2017
with a combined deductible for medical and prescription expenses is $6,105; this compares to an average
deductible of $809 for plans with cost sharing reductions for people with incomes between 150 and 200
percent of poverty and $255 for people with incomes between 100 and 150 percent of poverty. Many people
with low incomes would have a difficult time paying the cost sharing under the benchmark plans in the BCRA,
and may decide they do not want to pay even a relatively small premium for a plan that they would struggle to
use.

Because of the short time between the release of the discussion draft and the planned debate and vote in the
Senate, we were unable to address all of the provisions that might affect premiums under the BCRA. For
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example, states could seek waivers to reduce benefits or increase cost sharing (e.g., by increasing the out-of-
pocket limits), each of which would lower premiums for coverage. The BCRA draft has also been amended to
impose a waiting period for people who lack continuous coverage. This change also might lower premiums.
While these changes would have some impact on our results, the impact would be muted because we have
focused on the amount that people pay after tax credits, and for most marketplace enrollees, those amounts are
determined by their required income percentage and not the actual plan premium. For these people, the actual
premium affects the amount of their tax credit, but not what they would pay for a benchmark plan. Generally
lower premiums would affect our results primarily for those marketplace enrollees who would pay the full
premium with no premium tax credit under the BCRA. These generally would be people with higher incomes or
younger people facing very low premiums such that the full premium would be less than their required income
percentage.

Methods

We used data from the March 2016 Current Population Survey, the 2016 National Health Interview Survey and
administrative data about the income and demographic distribution of the population enrolled in the federal
and state marketplaces to construct a model of nongroup enrollees.

To impute marketplace enrollment status for each individual reporting directly purchased private health
insurance to the March 2016 Current Population Survey, we applied a series of modeling techniques to the
health insurance units (HIUs) described here in order to model the division of individuals holding nongroup
coverage between those enrolled in a marketplace and those enrolled outside of a marketplace. Using the same
multiply-imputed technique described here, we repeated our draw of each state's nongroup population ten
times to accurately account for sampling error.

We revised our Uninsured Calibration described in here to more closely align with the insurance coverage
movements shown by the recent CDC publication of full-year 2016 National Health Interview Survey (NHIS)
estimates.3 This CDC document shows continued gains in public coverage during the year and a leveling-off of
private insurance coverage gains after the early 2016 Marketplace enrollment surge that mirrors administrative
data sources. Our previous publications on this topic were calibrated to NHIS 2016 first quarter estimates;
however, both HHS-published effectuated enrollment in the Exchanges at the end of March 2016 and also the
insurer rate filings used to estimate the size of the off-marketplace population more closely align with the
trends exhibited by NHIS 2016 full-year statistics.4 Calibrating to national CDC estimates allowed for on- and
off-marketplace sampling targets consistent with administrative enrollment at the state level.

For each state's on-marketplace and off-marketpace nongroup population, we drew purchasing units across
five strata, each informed by federal data. For each state and the District of Columbia, we sampled subsidy-
eligible marketplace enrollees both above and below 250% FPL, followed by a small group of ACA subsidy-
eligibles forgoing help in the off-exchange market.> Consistent with this administrative data, we also sampled a
small group of wealthier nongroup enrollees (those not eligible for subsidies) into the Exchanges, and moved
the remaining nongroup individuals into the off-exchange market. For non-immigrants with incomes below
100% of poverty, we calculate the amount of their required premium contribution as though their income were
138% of poverty. To most accurately reflect the age and income distribution of the Exchanges, each
marketplace-purchasing unit received a sampling probability proportional to the average monthly subsidy per
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person within the state. At the conclusion of these ten repeated state sample draws, our average advanced
premium tax credit (APTC) per month landed at $284 nationwide (compared to the $291 reported by HHS)
and within $30 of the actual amounts displayed on table two of the HHS effectuated enrollment report for
every geography except for the state of Connecticut.® This close match of estimated APTC dollars for forty-nine
states and the District of Columbia reflected a high degree of accuracy of the demographic (primarily age and
income) distribution of our sampled exchange population.

To compare the effect of the Senate's proposed Better Care Reconciliation Act (BCRA) against current law
under the Affordable Care Act (ACA), we attached both the second lowest cost silver and the lowest cost bronze
plan premiums to each individual in each local market. These 2017 premiums from the Kaiser Family
Foundation's Subsidy Calculator matched CPS respondents at the state and metropolitan area-level, with

smaller areas not disclosed by the U.S. Census Bureau computed using a population-weighted average
premium across the aggregation of non-metro areas. Matching our prior eligibility analyses, we computed ACA
eligibility and subsidy receipt using the second lowest cost silver plan available to the HIU as the benchmark
plan. To reflect the 58% Actuarial Value (AV) level stated by the BCRA, we used each geographic area's lowest
cost bronze plan as the benchmark plan for each HIU. In a small number of geographies without a bronze plan
option for purchase on the 2017 exchanges, we used 85% of the silver plan as that local area's benchmark plan
premium. For each individual's premium calculations under the BCRA, we relaxed the ACA's 3:1 age rating to a
5:1 age band in all states that did not have community rating requirements in place prior to 2014. We followed
CBO and HHS inflation factors to project all dollar values and thresholds to calendar year 2020. Using CBO's
economic projections,’” we inflated the 2015 income amounts in the 2016 CPS for each HIU to 2020

dollars. We increased premium dollars from 2017 to 2020 and both ACA and BCRA premium caps from 2014
to 2020 using Centers for Medicare & Medicaid Services Office of the Actuary projections.®

Gary Claxton, Larry Levitt, and Cynthia Cox are with the Kaiser Family Foundation. Anthony
Damico is an independent consultant to the Kaiser Family Foundation.
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Appendix

Appendix Table 1: Required Premium Contribution (Premium Payment as Percent of Income)

Under the Affordable Care Act (ACA) and Better Care Reconciliation Act (BCRA), 2020

Income (% FPL)
Below 100%

100%
133
150
200
250
300
350
400

ACA
All Ages
No Cap*
2.14%
3.22
4.30
6.77
8.64
10.20
10.20
10.20

Under age 30
2.14%

2.14

2.68

4.30

4.62

4.62

4.62

6.87

No Cap

Source: Kaiser Family Foundation
*Note: In states that expand Medicaid under the ACA, people with incomes below 138% of poverty are
eligible for Medicaid.

30-39
2.14%
2.14
2.68
4.30
5.69
6.33
6.33
9.56
No Cap
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BCRA
40 - 49
2.14%
2.14
2.68
4.30
6.77
8.64
8.97
13.42
No Cap

50 -59
2.14%
2.14
2.68
4.30
7.84
9.66
11.27
16.96
No Cap

60 and older
2.14%

2.14

2.68

4.30

8.91

10.74

12.35

17.39

No Cap
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State ACA Premium After Tax Credit BCRA Premium After Tax Credit % Change

U.S. Average $197 $342 74%
Alabama $156 $411 164%
Alaska $332 $804 142%
Arizona $328 $503 53%
Arkansas $188 $299 60%
California $190 $386 103%
Colorado $333 $552 65%
Connecticut $280 $488 75%
Delaware $241 $385 60%
DC $409 $497 22%
Florida $140 $237 69%
Georgia $170 $291 71%
Hawaii $208 $394 89%
Idaho $171 $291 71%
Illinois $248 $390 57%
Indiana $207 $307 48%
lowa $224 $391 75%
Kansas $208 $379 82%
Kentucky $236 $352 49%
Louisiana $179 $368 105%
Maine $203 $301 48%
Maryland $191 $333 74%
Massachusetts $149 $169 14%
Michigan $165 $279 69%
Minnesota $389 $640 65%
Mississippi $120 $215 79%
Missouri $175 $308 77%
Montana $269 $507 89%
Nebraska $223 $442 99%
Nevada $168 $292 73%
New Hampshire $242 $347 43%
New Jersey $223 $333 49%
New Mexico $248 $395 59%
New York $358 $400 12%
North Carolina $187 $391 109%
North Dakota $217 $381 76%
Ohio $223 $338 52%
Oklahoma $199 $477 140%
Oregon $257 $395 54%
Pennsylvania $234 $403 72%
Rhode Island $162 $259 60%
South Carolina $157 $262 66%
South Dakota $238 $501 111%
Tennessee $233 $434 86%
Texas $182 $325 78%
Utah $144 $241 67%
Vermont $292 $354 21%
Virginia $182 $302 66%
Washington $213 $282 33%
West Virginia $282 $585 108%
Wisconsin $234 $418 78%
Wyoming $197 $363 84%

Source: Kaiser Family Foundation
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Endnotes

! If the premium for the benchmark plan is lower than the share of income a person is responsible for, the person is not eligible for a
premium tax credit.

? Because premium tax credits are calculated based on the premium for the benchmark plan, the change in age rating from 3:1to 5:1,
taken by itself, would reduce premium tax credits for younger adults and increase them for older adults. The changes to the income
percentages shown in table XX, however, generally move in the opposite direction.

3 https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201705.pdf

* https://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2016-Fact-sheets-items/2016-06-30.html
> https://aspe.hhs.gov/system/files/pdf/208306/OffMarketplaceSubsidyeligible.pdf

® https://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2016-Fact-sheets-items/2016-06-30.html
7 https://www.cbo.gov/sites/default/files/recurringdata/51135-2017-01-economicprojections.xlsx

& https://www.cms.gov/research-statistics-data-and-systems/statistics-trends-and-
reports/nationalhealthexpenddata/nationalhealthaccountsprojected.html
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