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Senate Bill 124 — Maryland Health Benefit Exchange — Establishment of a State-
Based Health Insurance Subsidies Program

Position: Support

The Maryland REALTORS® support SB 124 which requires the Maryland Health
Benefit Exchange to implement a state health care subsidies program.

The National Association of REALTORS® (NAR) reports that nearly 14% of
REALTORS® nationwide are not covered by health insurance. Although the Maryland
REALTORS® do not have specific state data on this, we believe that the percentage of
uninsured in our state association is similar. That is over twice the rate of the overall
uninsured population in Maryland.

The NAR study also showed that health exchanges were the third most common source
of health insurance for REALTORS® (12%). The other more common sources of health
coverage were a spouse’s health plan (28%) and medicare (22%). About 10% were
covered by private policies.

As independent contractors, most REALTORS® cannot create small employer plans
which require at least two employees to be eligible. This forces many of our members to
the individual market. While Maryland currently subsidizes up to 400% of the federal
poverty level (FPL), some states are now looking at subsidizing up to 600% of FPL. HB
124 could increase the population receiving subsidies and cover more independent
contractors who typically make too much money to receive current subsidies but not
enough to make insurance easily obtainable.

For these reasons, the Maryland REALTORS® recommend a favorable report.

For more information contact bill.castelli@mdrealtor.org or
susan.mitchell@mdrealtor.org

200 Harry S Truman Parkway — Suite 200 ¢ Annapolis, Maryland 21401-7348
800-638-6425 * Fax: 443-716-3510 * www.mdrealtor.org

REALTOR
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Senate Finance Committee
February 5, 2020

Senate Bill 124
Maryland Health Benefit Exchange - Establishment of a State-Based
Health Insurance Subsidies Program

Support

NCADD-Maryland supports Senate Bill 124. This bill will establish a
new program to help Marylanders afford health insurance. As opponents to
universal health coverage continue to battle against the Affordable Care Act,
the Maryland General Assembly stands out as a body leading the nation in
assuring that the State will continue to step up and help people afford the
health coverage we all need.

Access to health insurance that includes robust substance use and
mental health disorder service coverage saves lives and saves money. As the
State is faced with the continuing overdose crisis and a growing number of
suicides, especially among young people, Maryland must all it can to make
sure people are able to get the health care they need.

We urge a favorable report on SB 124,

The Maryland Affiliate of the National Council on Alcoholism and Drug Dependence (NCADD-Maryland)
is a statewide organization that works to influence public and private policies on addiction, treatment, and
recovery, reduce the stigma associated with the disease, and improve the understanding of addictions and
the recovery process. We advocate for and with individuals and families who are affected by alcoholism
and drug addiction.

National Council on Alcoholism & Drug Dependence — Maryland Chapter
28 E. Ostend Street, Suite 303, Baltimore, MD 21230 - 410-625-6482 - fax 410-625-6484
www.ncaddmaryland.org
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Together we’ve led the country in passing laws to make prescription drugs
more affordable.
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300+ Maryland organizations The 2018 Gag Rule Ban allows
came together to establish the pharmacists to tell customers
nation’s first Prescription Drug about lower cost Rx options
Affordability Board

EXPANDING More than 400,000 Marylanders gained access to health insurance through the
Affordable Care Act (ACA). We have defended and built on those gains by helping
ACCESS establish a reinsurance program that has kept premium costs down, and through

the Maryland Easy Enrollment Health Insurance Program, which will match up to
130,000 more Marylanders with no-cost or low-cost health plans.
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Uninsured rate in Maryland 13.2% average decrease in
has been cut in half since ACA individual market premiums
enactment in 2019

In 2019, Maryland continues to reap the benefits of the 2008 tobacco tax increase
which funded Medicaid expansion, and the 2011 alcohol tax increase.
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31% drop in young 71% reduction in Tens of millions
people riding with regular smoking in additional tax
a drunk driver among high schoolers revenue to expand
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MARYLAND CITIZENS' HEALTH INITIATIVE
TESTIMONY IN FAVOR OF SENATE BILL 124

BEFORE THE FINANCE COMMITTEE
By Vincent DeMarco, President of the Maryland Citizens’ Health Initiative, Inc.
FEBRUARY 5, 2020

Madam Chair and Members of the Senate Finance Committee, thank you for this opportunity to testify
in support of Senate Bill 124, a measure that would help build on the successes of Maryland'’s
reinsurance program by establishing a state-based health insurance subsidies program. We urge the
committee to give Senate Bill 124 a favorable report.

Thanks to the leadership of this Committee, Maryland has made great strides in expanding health care
coverage and improving public health past two decades. See summary on back. Even before the
Affordable Care Act, we substantially expanded Medicaid for lower income parents and small business
owners. By fully implementing the ACA, we have expanded health care coverage to about 400,000
previously uninsured Marylanders, cutting our uninsured rate in half. And, thanks to the 2018
reinsurance program, we are making health care more affordable for many thousands of Marylanders
with health coverage. Now we must build on that success with this proposed subsidy program.

The reinsurance program which Maryland established in 2018 greatly helped to stabilize the individual
market, resulting in a two year cumulative 22% percent decrease in the sticker-price of premiums. The
strength of the reinsurance program is in preventing people from leaving the individual market and in
enticing people who have left the individual market to return. Now Maryland has the opportunity to
build on this success by bringing new consumers into the market Maryland through a state subsidies
program, which could significantly increase the number of Marylanders who are enrolled in quality,
affordable health coverage.

As the Health Insurance Coverage Protection Commission heard in the fall, a state subsidy program
works very well in Massachusetts, where they increased financial assistance for low-wage, working
families who were disproportionately likely to remain uninsured, despite qualifying for federal subsidies.
This approach helped achieve near-universal coverage, while at the same time substantially lowering
sticker-price premiums paid by people over who do not qualify for federal subsidies. Maryland could
take a similar approach, or, as was recommended for consideration by the Affordability Work Group
convened last year by the Maryland Health Benefit Exchange, could consider targeting state subsidies to
younger adults, which could create a healthier risk pool and stabilize premiums for everyone in the
individual market. Either way, new Marylanders would enter the market and benefit from having health
coverage.

Maryland’s reinsurance program has reduced attrition, and now a state subsidy could bring new
Marylanders into the market, bringing us all closer toward achieving quality, affordable health care for
all Marylanders. For this reason, we urge your favorable report of Senate Bill 124.
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February 5, 2020

The Honorable Delores G. Kelly
Senate Finance Committee

3 East Miller Senate Office Building
Annapolis, MD 21401

Re: Letter of Support — Senate Bill 124 —Maryland Health Benefit Exchange — Establishment of
a State-Based Health Insurance Subsidies Program

Dear Chair Kelly,

The Maryland Health Benefit Exchange (MHBE) respectfully submits this letter of support on
Senate Bill (SB) 124 — Maryland Health Benefit Exchange— Establishment of a State-Based Health
Insurance Subsidies Program. SB 124 would require MHBE to establish and implement a State-Based
Health Insurance Subsidies Program to provide a means for individuals to reduce the amount they pay for
health benefit plans in the Individual Health Insurance Marketplace.

In 2018, Maryland established the State Reinsurance Program (SRP), under a State Innovation
Waiver to increase premium affordability and foster stability in the individual market. As a result, 2020
premiums in the individual market, on average, fell by more than 22% compared to 2018 premiums. !
Maryland has also experienced a reduction in the uninsured rate to 6%, the lowest rate ever in the state.

Although the SRP provided immediate relief through lower premiums, Marylanders continued to
voice concern over health care affordability. In response, MHBE established the Affordability Work
Group to provide the Board of Trustees with recommendations on policy solutions that would:

e Reduce out-of-pocket cost
e Maximize Advanced Premium Tax Credits (APTC) for subsidized consumers
e Maximize affordability for unsubsidized consumers.

The Work Group was presented with information on sub-populations where affordability issues
may be concentrated. Data collected from Families USA shows that younger age groups (18-34) represent
approximately 50% of the remaining uninsured population (Chart 1. Uninsured, non-elderly Maryland
adults stratified by income category (by federal poverty level) and age group). In addition, 70% of this
uninsured age group is also eligible for APTC. Given this group’ high degree of price sensitivity and low
risk aversion, the Work Group determined that additional premium support may maximize market
participation.

I https://insurance.maryland.gov/Pages/newscenter/NewsDetails.aspx?NR=2019236
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Chart 1. Uninsured, non-elderly Maryland adults stratified by income category (by federal poverty level)

and age group.
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SOURCE: National Center for Coverage Innovation at Families USA of American Community Survey
data. (Families USA 2019)

A targeted state subsidy for young adults would have the additive effect of improving the risk
pool, thereby lowering premiums for higher income individuals who are ineligible for APTC and would
limit the utilization of State resources when compared with a broader benefit. In addition, when coupled
with other initiatives such as the Maryland Easy Enrollment Health Insurance Program, subsidies to
support this target group could have substantial enrollment impact. Additional information can be found
in the Affordability Work Group Report attached to this letter.

SB 124 provides flexibility to establish program parameters, as well as to allocate funding
between the SRP and the subsidies program, in a manner that maximizes the long-term affordability of
health plans in the individual market. Further evaluation of a State-Based Health Insurance Subsidies
Program was performed by Lewis and Ellis Actuaries and Consultants. The net premium, as well as the
estimated uptake in enrollment was modeled in relation to the impacts on the SRP. Lewis and Ellis’s early
projections estimate that a young adult subsidy would yield an increase in enrollment of 7,000-14,700
individuals in the individual market, with enrollment phased in from 2021-2023, as well as a reduction in
market-wide premiums ranging from 1%-2%. Premiums for young adults only may be reduced by 60%
with the additional subsidy. Further information can be found in the attached Lewis and Ellis report. In
addition, as a result of higher than expected federal pass-through funding to date under the SRP waiver,
less state funding than originally anticipated may be required to support the SRP. SB 124 provides an
opportunity to optimize the use of state funds to help reduce premiums and encourage market
participation to further stabilize the marketplace

While the SRP has resulted in improvements to the marketplace, the experience of the most
recent open enrollment period demonstrates that we need to take additional steps to address affordability
issues and continue to reduce the rate of the uninsured. Against a national trend of declining enrollment in
the individual market, MHBE enrollment increased by 1%, or nearly 2,000 people, for the 2020 plan year.
However, approximately 400,000 people remain uninsured. In order to reduce the overall uninsured rate
in Maryland by 1%, approximately 60,000 people would need to gain coverage.
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Further action to improve affordability and encourage the remaining uninsured to enroll in coverage, such
as a state subsidy program, will be needed to make significant coverage gains.

MHBE staff can be made available to provide additional technical assistance on the implications
of SB 124. For further discussions or questions please contact Johanna Fabian-Marks, Director of Policy
and Plan Management at johanna.fabian-marks@maryland.gov.

Sincerely,

Michele Eberle
Executive Director
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I.  Affordability Work Group Report

II.  Lewis and Ellis: Actuarial Support Services for the Maryland State Innovation Waiver—Analysis
of Young Adult, Federal Poverty Level Extension, and Small Group Subsidies
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Affordability Work Group Report

Recommendations to strengthen the individual
market in Maryland

MHBE Policy and Plan Management
August 1, 2019

Background

In 2018, Maryland received a State Innovation Waiver (under Section 1332 of the Patient
Protection and Affordable Care Act) to establish a State Reinsurance Program (SRP) that wouid
offset rate increases in the individual market by 30 percent.! As a resuilt, premiums in the
individual market, on average fell by 13.2% in 2019.2 A more favorable premium environment,
coupled with a strategic investment in marketing, fostered enroliment growth in the individual
market that was 24% above original projections.?

Although the State Reinsurance Program provided immediate relief through lower premiums,
Marylanders continued to voice concern over rising deductibles, out-of-pocket costs, and limited
plan options. MHBE summarized these concerns, with discussion, in the Draft 2020 Annual
Letter to Issuers Seeking to Participate in Maryland Health Connection.* In response, MHBE
proposed several policy proposals that sought to address these issues, including 1) the
implementation of a standardized plan design; 2) create a requirement for issuers to offer
additional product options; and 3) the establishment of a petition process to add Essential
Community Providers.

In the 2020 Letter to Issuers Seeking to Participate in Maryland Health Connection (2020 Issuer
Letter) MHBE finalized two proposals that sought to address affordability in Maryland Health
Connection plans:

1. Establishment of an Affordability Work Group that would provide the Board of Trustees
with recommendations on policy solutions that would:

¢ Reduce out-of-pocket costs
e Maximize APTC for subsidized consumers
e Maximize affordability for unsubsidized consumers

1 https://www.cms.gov/CCIIO/Programs-and-lnitiatives/State-Innovation-Waivers/Downloads/1332-STC-MD-Signed.pdf
2 https://insurance.maryland.gov/Pages/newscenter/ NewsDetails.aspx?NR=2018201

3 https://www.marylandhbe.com/wp-content/uploads/2018/12/12.17.18_PressReIease.pdf

4Insert Draft Letter URL here



2. Arequirement for issuers to offer Value qualified health plans at the bronze, silver, and
gold metal levels, with certain criteria to establish deductible ceilings and require certain
services be covered before deductible.®

The Affordability Work Group began meeting on March 1, 2019 and ceased business on June
14, 2019. This document provides a summary of this business and presents the Work Group’s
recommendations.

Affordability Work Group Membership

Work Group members represented stakeholders with diverse perspectives and subject matter
expertise to inform the business of the Work Group. To provide additional subject matter
expertise from a regulatory, statutory, and policy perspective MHBE sought additional support
from the Maryland Insurance Administration.

Table 1. Affordability Work Group Membership

Organization

Ken Brannan Special Olympics Maryland Co-Chair
Stephanie Klapper |Maryland Citizens’ Health Initiative Member
Robert Metz CareFirst Member
Maansi Raswant Maryland Hospital Association Member
Kim Rucker Kaiser Permanente Member
Beth Sammis Consumer Health First Co-Chair
Brad Boban Maryland Insurance Administration Support

Joseph Fitzpatrick | Maryland insurance Administration Support

Affordability Work Group Business

The business of the Work Group - including meeting minutes, presentations, and background
information — may be found in the Appendix of this document. The Appendix is organized by
meeting date and includes all of the information supporting the business conducted during each
session.

Summary of Work Group business

The Affordability Work Group was provided data on Maryland’s individual market that
contextualized potential drivers for premiums and out-of-pocket costs, including:

. Chronic disease burden

s https://www.marylandhbe.com/wp-content/uploads/2019/02/FinaI-2020-Letter-to-lssuers-Seeking-to-Participate-in-
Maryland-Health-Connection.pdf



Utilization and per member per month for service categories
. Enroliment mix and plan selection
. Unit cost information and performance against other states

The Work Group also received information on affordability from an out-of-pocket cost at the
point of service perspective. Drawing from this information, the Work Group noted the critical
role of diverse plan design in market participation. Given the absence of an individual mandate
where market participation is voluntary, it was also noted that plan cost sharing design could
encourage or discourage enroliment based on the plan’s perceived value to the consumer.

Presentations from Covered California and Families USA provided insights into the tradeoffs of
standardized plan designs. States that have implemented standard plans to achieve specific
goals may — depending on the degree of flexibility in offering other plan designs — limit issuer
product innovation, create inequities for certain consumers with specific medical needs, and
discourage participation from consumers whose specific needs may not be met by the
prescribed plan design.b

A presentation from Chris Koller, Former Rhode Island Health Insurance Commissioner,
provided an example of how RI promoted increased primary care spend through the use of
regulatory authority without increasing consumer premiums. MHBE staff noted that given the
Total Cost of Care Waiver and the population health metrics against which State performance
will be measured, Rhode Island’s experience may serve as an example of how coordinated
regulatory policy can foster an environment for health system transformation.

Presentations from Families USA and the Urban Institute provided the Work Group with
information on sub-populations where affordability issues may be concentrated (even with
financial assistance) and potential policy solutions to help resolve them. While some of these
solutions extended past the scope of MHBE'’s existing authority, the Work Group noted that it is
still important to consider which solutions should be investigated further by other policy making
bodies, i.e. the Health Insurance Coverage Protection Commission.

In the final sessions the Work Group established the following:
1. An analytical framework to inform the Work Groups recommendations.
2. Sub-populations for policy intervention.
3. Recommendations to strengthen the individual market.

The remaining sections of this document provide additional detail.

6Such specific goals include ensuring access to a minimum level of before deductible services, creating stability for consumers in
expected out of pocket costs from year to year, creating an additional plan option, etc.



1. Analytical framework: Factors of health coverage that affect market
participation and health system interaction.

Figure 1 provides an analytical framework for health coverage factors that affect enroliment
take-up and health care utilization. The framework is drawn from the perspective of the
uninsured population as they join the risk pool and interact with the health system. The dotted
lines bordering the Uninsured Population/Risk Pool and Risk Pool/Health System represent the
decision to enroll in coverage or utilize health care. Important sub-groups of the uninsured/risk
pool populations have also been identified, as well as health system features that influence
utilization.

Work Group members considered how policy recommendations that seek to affect health
coverage factors would impact these sub-groups. Additionally, Work Group members
considered the potential intersectionalities across sub-groups. For example, while reinsurance
programs reduce premiums for those ineligible for financial assistance, the likelihood of an
uninsured ineligible individual to enroll in coverage is usually dependent on whether the
individual is sick or healthy (i.e., sick vs. healthy differences in price sensitivity). Therefore, while
lower premiums increase coverage uptake for this population, it is important to consider 1) the
cost of premiums after the reduction, and 2) whether the marginal enrollment, as a result of the
premium reductions is healthier than, or of similar morbidity to, the existing risk pool. Work
Group members noted that such an analysis is important when evaluating the long term impact
of a policy on the risk pool and downstream self-sustained market stability.

Figure 1. Factors of health coverage that affect market participation and health system
interaction.
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2. Determining populations for policy intervention.

To assist the Work Group in selecting populations for policy intervention, MHBE synthesized
data on the remaining uninsured population (Maryland-specific) and chronic disease prevalence
in the individual market into three charts below.”:8

Remaining uninsured in Maryland

Chart 1 provides additional information on the remaining QHP-eligible, uninsured population in
Maryland (income strata that would be eligible for Medicaid have been removed), with
stratification by age and income (by federal poverty level, FPL). The remaining uninsured
population is skewed toward the younger age groups as the 19 — 34 age category accounts for
approximately 50% (94,000) of the remaining uninsured population. With respect to eligibility for
financial assistance programs, approximately 70% (19 - 34 age category) to 89% (35 - 44 age
category) of the uninsured across age groups could be eligible for tax credits.

Chart 1. Uninsured, non-elderly Maryland adults stratified by income category (by FPL) and age
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SOURCE: Presentation to the Affordability Work Group. (Families USA 2019)

The above 400% of FPL population for the 18 — 34 age category is the largest in magnitude and
proportion across the age categories. The Work Group determined that this is likely attributed to
the low propensity of young, healthy adults to enroll in health coverage. Additionally, it was
noted that a long-term solution to ensuring affordability in the individual market requires the
increased participation of the 18 ~ 34 age category to improve the composition of the risk-pool.

7 https://www.marylandhbe.com/wp-
content/uploads/2019/04/Affordability%ZOWork%ZOGroup%ZOPresentation%204.19.19.pdf
¥ https://www.maryla ndhbe.com/wp-content/uploads/2019/05/May-31-presentation.pdf



Further, the Work Group discussed that while the full implementation of the Maryland Easy
Enroliment Health Insurance Program should work to reduce the proportion of the uninsured
that is eligible for financial assistance, the degree of take-up may not be even, as risk aversion
and the propensity to enroll in health coverage is likely to vary, across age groups.

Chronic disease prevalence in the individual market

Chart 2 provides insight on the prevalence of chronic disease in the individual market with data
provided by the 2017 National Health Interview Survey. Given Maryland’s individual market risk
pool, it was important for the Work Group to consider this population’s specific affordability
concerns (ex. prescription drugs, etc.). While Chart 2 is not specific to Maryland, it speaks to the
chronic disease burden in the individual market generally.

The Work Group noted that the data reaffirmed commonly held assumptions around the
relationship of chronic disease and age — as an individual ages, the prevalence of one or more
chronic diseases increases. The prevalence of more than one chronic disease is higher in the
45 - 54 and 55 - 64 age categories (68% and 74%, respectively) than in the 35 — 44 age
category (40%). Additionally, the proportion of respondents with two or more chronic diseases
increases as a share of total chronic disease prevalence in older age categories (i.e.
compounding morbidity). For example, 25% of respondents with chronic diseases aged 35-44
have two or more diseases (40% have chronic diseases, 10% have two or more chronic
diseases, 25% of total with chronic disease). For respondents in the 45 — 54 and 55 — 64 age
categories this proportion increases to 47% and 51%, respectively. Additional information on
this analysis may be view in the Appendix under Chronic Disease Prevalence Across Age-
Groups.

Chart 2. The prevalence of chronic disease in the individual market b y age groups.
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SOURCE: Prevalence of chronic disease across age groups. (MHBE 2019)

Work Group members noted the importance of effective chronic disease management programs
in the individual market given the market’s unique historic role as the coverage of last resort —




particularly with older populations that have manifested chronic diseases (i.e., this population
has a high propensity to purchase health coverage). Additionally, the Work Group noted that it
would be important to measure the interaction of the State Reinsurance Program with the claims
of individuals with chronic diseases. For example, while only 5 — 6% of the individual market has
a claims burden that is eligible for payment under the SRP, a larger population of enrollees in
the individual market have chronic diseases whose claims do not meet the threshold. Work
Group members discussed that it will be important to analyze claims data to determine which
chronic diseases are drivers of claims under the SRP.

MHBE also provided the Work Group with data from the Maryland Health Care Commission
(MHCC 2018) (Chart 3) on the prevalence of chronic disease in Maryland’s individual market.
Chart 3 provides insight on the prevalence of select chronic diseases (hypertension, diabetes,
and depression) in the individual market (2014 - 2016) and breakouts for on- and off-Exchange
enrollees for 2015 and 2016.

Chart 3. Total (ACA-Compliant & Noncompliant Plans, 2014 - 2016), and On-Exchange vs. Off-

Exchange (ACA-Compliant Plans Only): Prevalence of Select Chronic Conditions, Individual
Market, 2015 t0 2016.
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Notes: (i) On v. off-Exchange data splits were not available in the MCDB until 2015.
(ii) Total includes both grandfathered and non-grandfathered plans.

SOURCE: Privately Insured Spending in Maryland’s Individual Market, 2016, (MHCC 2018)



For Total individual market enroliment, the prevalence of enrollees with hypertension and
diabetes grew each year from 2014 — 2016 (10.2% to 12.9% and 6.2% to 9.4%, respectively).®
For ACA-compliant plans, the prevalence of both hypertension and diabetes was greater among
on-Exchange members than among off-Exchange members in 2016 (15.6% vs. 10.7% for
hypertension; 11.9% vs. 7.3% for diabetes).!

Selection of intervention populations

These charts, combined with the information received on drivers for unaffordability in the
individual market (i.e., health of the risk pool, chronic disease concentration, trend/utilization,
out-of-pocket costs, etc.), helped the Work Group identify sub-populations that should be
focused on for policy intervention.

The Work Group noted that policy interventions to strengthen the individual market should 1)
work to improve the risk pool by encouraging healthier risk to enroll: and 2) better manage the
existing risk in the risk pool to improve health outcomes, encourage health system alignment,
and support sustainability of the State Reinsurance Program.

Intervention Population #1: Young Adults (18 — 34)

Work Group members determined that Young Adults (18 — 34) should be focused on as an
intervention population. Additionally, because the likelihood of a young adult enrolling in health
coverage changes with their eligibility status for financial assistance and, if ineligible, the cost of
health coverage relative to their income, consideration should be made for income. Work Group
members also noted that 1) young adult women experience a higher need for health services
and are more likely to enroll in coverage when uninsured; and 2) young adults have a large
unmet need for behavioral health therapies, and therefore the need for health services should
also be considered a factor.

Table 1. Young Adults (18 — 34)

Factor Sub-populations
Income 1. Eligible for financial assistance (139% — 400% of
FPL)

2. Ineligible for financial assistance (400+% FPL)

Need for health services 1. Women
2. Young Adults with Substance Use
Disorder/Behavioral Health needs

Work Group members determined that policy interventions should seek to increase Young Adult
participation in the risk pool by making individual market coverage more attractive/responsive to
their needs

Intervention Population #2: Individuals with Chronic Diseases

Given the existing prevalence of chronic disease in the individual market and its effect on the
risk pool, Work Group members determined that individuals with chronic diseases should be
focused on as an intervention population. Furthermore, improvement in population heaith

9The Total category includes data for both ACA-compliant & ACA-noncompliant plans.

101t important to note that lower income populations have a higher prevalence of chronic disease than the general population.
Given that the on-Exchange market offers income-based financial assistance to purchase health coverage such differences in
chronic disease prevalence is not unexpected.



metrics/health outcomes for members with chronic diseases align with state-wide initiatives
under the Total Cost of Care Waiver.

Recommendations to strengthen the individual market.

The Work Group’s recommendations for the intervention populations are presented on the
subsequent pages in Tables 3 & 4. The recommendations are comprehensive in scope and
span from targeted investments in marketing to structural changes to the individual market. This
section summarizes several recommendations and provides additional insights.

Value plans'’

The Work Group members agreed that the Value plans will be an important additional option for
consumers seeking lower deductibles and increased access to before-deductible services. To
support this new initiative, Work Group members recommend a targeted marketing investment
to inform consumers of the Value plans, specifically Young Adults for Value Bronze.

Given that Value plan outcomes are not yet available, the Work Group does not recommend
specific modifications at this time. However, the Work Group does recommend that MHBE
monitor the impact of Value plans (in terms of deductible relief from current enrollment) and
enroliment outcomes (e.g., Young Adult enroliment in Value Bronze plans).

For potential future modifications to the Value plan requirement, the Work Group recommends
that MHBE analyze the impact of replacing, or conjoining, the current Value Plan requirement

that generic drugs be covered before deductible with a separate prescription drug and medical
deductible. The Work Group members noted that these changes could increase plan Actuarial
Value (i.e., generosity) above federal requirements, or affect the cost-sharing and utilization of
other benefit categories to adjust.

State-subsidy for Young Adults?

The Work Group members agreed that increased participation of Young Adults in the individual
market is critical for an improved risk pool and long term market sustainability. To achieve this,
the Work Group recommends that the State commission a study for a State-subsidy for Young
Adults. Data shows that this group represents approximately 50% of the remaining uninsured
population, and given this group’ high degree of price sensitivity and low risk aversion,
additional premium supports — in the absence of a mandate — could maximize market
participation.

Additionally, the Work Group recommends that the study consider the State-subsidy in
conjunction with a State Innovation Waiver to access federal pass through funds (in a similar
manner as the State Reinsurance Program), to determine if it would be advantageous.
Importantly, the Work Group recommends that the waiver should not modify the existing federal
tax credit structure and consider the potential for interaction with the State Reinsurance
Program. The Work Group also recommended that the study should contemplate several
funding source scenarios.

1 see the Appendix for a full description of the 2020 Value plan requirement.
121t is important to note that new State Relief and Empowerment Waiver Guidance provides alternative subsidy structures as
an option for future waivers.



It is important to note that the Work Group considered a broader State-subsidy for those eligible
for financial assistance (under 400% FPL), as well as those ineligible for financial assistance
(above 400% FPL). Further, the Work Group was also mindful of 1 ) the resources that could be
available to the State to fund such initiatives; 2) the potential downstream impact to the risk
pool; and 3) other policy initiatives (i.e., the Maryland Easy Enrollment Health Insurance
Program, MEEHP) occurring in parallel.

Given these considerations the Work Group determined that a targeted State-subsidy for Young
Adults would have the additive effect of improving the risk pool (lowering premiums for the
above 400% FPL), would limit the utilization of State resources (when compared with a broader
benefit), and, when coupled with the MEEHP, could have substantial enrollment impact.

State Reinsurance Program

Work Group members recommended the continual operation of the State Reinsurance Program
(SRP). They noted that the SRP provides important premium stability for Marylanders who are
ineligible for financial assistance due to income. Further, given the positive impact the SRP
yielded in the first year, Work Group members note the importance of maintaining and building
on those gains.

With respect to the recommended intervention populations, the SRP provides critical premium
stability for individuals with chronic diseases who otherwise may not have access to continuous,
more affordable coverage (given prior year’s premium increases). The Work Group also noted
that the SRP provides benefit to Young Adults who are ineligible for financial assistance due to
income, with acknowledgement that the magnitude of the premium relief is smaller for Young
Adults than it is for older members. '3

Work Group members noted the importance of the sustainability of the State Reinsurance
Program and recommend that MHBE closely monitor the claims experience under the SRP for
disease-specific trends/opportunities to increase program integrity.

Chronic Disease Management Programs

The Work Group recommends that MHBE and issuers seek increased participation in these
programs through marketing and health literacy efforts. Specifically for chronic diseases that
have high prevalence in the individual market (hypertension, diabetes, and depression) and are
drivers of claims to the SRP.

Additionally, Work Group members recommend state-wide coordination of chronic disease
management programs and measurements across markets & programs (Medicare & Medicaid)
to assist in the implementation and monitoring of the Total Cost of Care Waiver. These
coordination efforts should also include diabetes prevention programs.

Other recommendations
The Work Group also provided recommendations on how to improve coordination across
Maryland agencies with regulatory authority over health services delivery, cost, and coverage.

B Reinsurance programs modify the market index rate, which serves as the base for all premiums. Because this
market index rate is further modified by age with a factor ranging from one (for 21 years old) to three (for 64+
years old) to reach the final premium, the magnitude of premium relief is greatest for older members. For
example, a 21 year old in Baltimore City, who was enrolled in the second lowest cost silver plan, in 2018 saved
nearly $125 for their plan in 2019 while a 64 year old saved $375, thrice the magnitude.

10



The Work Group recommends that the agencies establish a shared database of contacts and
programs across agencies with the goal to:

1. Share data, learnings, and how learnings could be leveraged by each agency.
2. Prevent duplicative efforts.

The Work Group also recommends that MHBE host forums for agencies to coordinate on issues
that pertain to affordability, population health, etc. including stakeholder participation and
engagement. Topics that were specifically noted were — the MD Primary Care Program and
coordination of agency action to address diabetes.

Opportunity for comment and next steps.

MHBE welcomes public comment on this document. MHBE will receive comments from the date
of publication to August 31, 2019. MHBE will present these recommendation to the MHBE
Board of Trustees at the September 16, 2019 session.

Comments may be submitted to: mhbe.publiccomments@maryland.qov

11
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APPENDIX

. Excerpt from the 2020 Issuer Letter — 2020 Value Plan

Requirement

. Prevalence of chronic disease across age groups
. Meeting #1 — February 15, 2019

a. Welcome Webinar Materials
Meeting #2 — March 1, 2019

a. Agenda

b. Preferred Provider Organization Analysis

c. Presentation

d. Covered California - Key Ingredients to Creating a Viable

Individual Market That Works for Consumers

Meeting #3 — March 15, 2019

a. Agenda

b. Presentation

c. Minutes

. Meeting #4 — April 5, 2019

a. Agenda
b. Presentation
c. Minutes

. Meeting #6 — April 19, 2019

a. Agenda
b. Presentation
c. Minutes

. Meeting #7 — May 31, 2019

a. Agenda
b. Presentation
c. Minutes

. Meeting #8 — June 14, 2019

a. Agenda
b. Presentation
c. Minutes
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Excerpt from the 2020 Issuer Letter — 2020 Value Plan Requirement

Table 4-8-1. 2020 Qualified Plan Certification Standard — Out-of-pocket Costs.

“Value” plans

1. | Standard plans are deferred for 2020 and will be included for evaluation in the 2019 Affordability
Work Group with potential adoption in 2021.

2. | Issuers must offer at least one bronze plan, called a “Value” plan, with certain number of certain
services available before deductible.

deductible.

3. | Issuers must offer at least one, non-HSA silver “Value” plan with certain services before a certain

deductible

4. | Issuers must offer at least one, non-HSA gold “Value” plan with certain services before a certain

a. “Value” plans.

In response to public feedback on the increasing consumer cost-sharing and rising out-of-
pocket costs in QHPs offered through Maryland Health Connection (see Draft 2020 Letter
to Issuers Seeking to Participate in Maryland Health Connection), MHBE wiill require that

issuers offer “Value” plans, that meet certain cost sharing and branding requirements, at
the bronze, silver, and gold coverage metal levels. It should be noted that MHBE seeks to

implement the standard through a phased approach. Additionally, the standard will be

further developed through the 2019 Affordability Work Group as a starting point for
addressing affordability issues. Table 4-B-2 below details specific QHP requirements for
the 2020 plan year.

Table 4-B-2. “Value” plan offering requirements for the 2020 plan year.

Requirements

~ Bronze

Silver

Gold

Minimum offering

Issuer must offer at
least 1 “Value” plan.

Issuer must offer at
least 1 “Value” plan.

Issuer must offer at
least 1 “Value” plan.

Branding

Required for 2020.

Optional.

Optional.

Deductible ceiling

No requirement. Lower
deductibles are
encouraged.

$2500 or less.

$1000 or less.

Set Office Visits
Before Deductible

Issuer may allocate no
less than three office
visits across the
following settings:

e Primary Care Visit
(not including
preventive care)

e Urgent Care Visit

e Specialist Visit

No requirement.

No requirement.

Services Before
Deductible

See ‘Office Visits Before
Deductible’ above.

The following services
must be offered as
copays before
deductible:

e Primary Care Visit

The following services
must be offered as
copays before
deductible:

e Primary Care Visit

17



Requirements Bronze Silver Gold

e Urgent Care Visit e Urgent Care Visit

e Specialist Care Visit | e Specialist Care Visit

e Laboratory Tests e Llaboratory Tests

e X-rays and e X-rays and

Diagnostics Diagnostics
o [maging e Imaging
e Generic Drugs

Encouraged Services The following services
Before Deductible are strongly

encouraged to be
offered as copays
before deductible:
e Generic Drugs

Limitations & No requirement. No requirement. No requirement.
Exceptions
Facility Fees No requirement. No requirement. No requirement.

b. Value Bronze Plan office visits requirement.

Under the “Value” Bronze three office visits requirement issuers may allocate, at
minimum, any three office visits across the Primary, Urgent, and Specialist Care Visits.
Issuers are encouraged to allow maximum consumer flexibility to the extent possible
under existing technical/operational limitations. To incentivize appropriate utilization of
lower cost sites of care MHBE strongly recommends the inclusion of at least one urgent
care visit in the selected allocation. It

The 2019 Affordability Work Group will consider avenues to maximize the consumer
flexibility of the three office visit requirement. To support innovation in this space,
MHBE will gather the relevant expertise from other states/issuers that have offered, and
priced for, flexible cost-sharing/utilization design under existing federal actuarial value
and reporting requirements.

¢. Branding requirements.

For the 2020 plan year, MHBE will require “Value” branding for bronze QHPs. Branding
for the other metal levels will be explored after consultation with the 2019 Affordability
Work Group. Given the expected contrast between currently offered bronze QHPs and
the “Value” bronze QHPs, MHBE believes the additional branding will be helpful to
consumers in identifying the distinction between bronze QHPs.

d. Issuer offering requirement.

For the 2020 plan year, MHBE clarifies that “Value” plan offering requirements will be
applied at the branded, holding company level. To maximize impact and reduce
administrative burden, it is recommended that branded holding companies offering
plans with multiple product types, offer “Value” plans in the product with the greatest
share of the holding company’s enroliment and span of service area. MHBE
recommends that holding companies offer “Value” plans under HMO product lines.

18




e. Other QHP offerings.

MHBE understands that “Value” plan requirements will increase QHP actuarial value
and potentially premiums. “Value” plans are intended to supply consumers with
alternative options that provide minimum expectations of the services that will be
offered before deductible. MHBE encourages issuers to offer additional QHPs with lower
actuarial value to support premium affordability for unsubsidized consumers and
provide distinct options within each metal level.

MHBE also encourages issuers to consider the entirety of their product portfolios as
they pertain to consumer access to premium tax credits within their respective service
areas.

f. Mapping cost-sharing with services provided.
MHBE expects that issuers use the same service to cost-sharing mapping utilized when
completing Plan and Benefits Templates and Summary of Benefits and Coverage.

a. Services before deductible deferred for 2020,

MHBE will defer before deductible/cost sharing requirements for preferred brand, non-
brand, and specialty drugs until prescription drugs are deliberated by the 2019
Affordability Work Group. MHBE will also defer Emergency Room Visit deductible
requirements for the 2020 plan year.

h. About Doctors in This Plan (PDF).

Currently issuers may supply MHBE with additional provider network information via
the About Doctors in This Plan (PDF). MHBE will amend this option to allow issuers to
supply additional information about their QHP offerings that may not be detailed, or
described, through the Summary of Benefits and Coverage standard format. While
issuers must still supply additional descriptive information about their provider
networks, they may also provide:

Information on their chronic disease management/cost-sharing programs
Information on wellness/incentive programs

Information on telemedicine services

Other information

The URL will be retitled to reflect the change in provided information.
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Prevalence of chronic disease across age groups

Chronic Disease Prevalence Across Age-Groups

Background. MHBE utilized data from the 2017 National Health Interview Survey'* (NHIS) to determine chronic
disease burden across age-groups and specifically for individuals who sought, and then purchased, coverage in the
individual market either directly from issuers or through the Marketplace. Additionally, the analysis seeks to provide
insight on the experience of respondents who purchased individual market coverage on whether it was difficult to
find affordable coverage and/or coverage that met their specific need.

The purpose of the analysis is to provide members of the 2019 Affordability Work Group with additional
information on 1) the prevalence of chronic disease across age groups (n = 3003), 2) among those with interest in
individual market coverage (n = 364), and 3) among those who purchased individual market coverage (n=277). Itis
important to note that the data is specific to the Northeast region as the NHIS does not report state-specific
geographic data.

MHBE did not perform statistical significance analysis for this white paper. The discussion of the findings is to
provide members of the Affordability work group with additional insights on the distribution of chronic disease
within the individual market population, contrast this allocation with the sample population, and detail the
experience of finding appropriate coverage within individual market participants.

Source information. The source data for this analysis is the 2017 National Health Interview Survey, a
comprehensive annual survey performed by the National Center for Health Statistics. The NHIS collects information
on medical conditions, health insurance coverage, doctor’s office visits, and physical activity/other health behaviors.
Historically, the survey has been used to track “health status, health care access, and progress toward achieving
national health objectives.”

Methods. MHBE utilized the 2017 NHIS Sample Adult file as the base data for this analysis. The file contains
survey data from 26,742 respondents to the NHIS. Of this sample 4348 respondents indicated they were from the
Northeast region and 3003 respondents reported an age between 18 and 64 years old. Survey data for those older
than 65 years old were excluded.

To determine whether a respondent took interest in, and purchased, coverage in the individual market MHBE
considered answers of “yes” to the questions in Table 1.

Table 1. Interest in the individual market and associated questions.!s

Scenario NHIS Questions
1. Interest in individual market | [ATNDINS2] DURING THE PAST 3 YEARS, did you try to purchase health
coverage (Interest) insurance directly, that is, not through any employer, union, or government

program? Please include insurance you tried to purchase through
Healthcare.gov or the [Filll: Health Insurance Marketplace/Fill2: Health
Insurance Marketplace, such as (fill: state exchange name)].

[AEXCHNG] Have you looked into purchasing health insurance coverage
through the [Fill: Health Insurance Marketplace/Health Insurance
Marketplace, such as {fill: state exchange name}?
2. Purchased individual market | [AINDPRCH] Was a plan purchased?

coverage (Purchased)

MHBE bucketed the age variable into the categories listed in Table 2. The shaded frequency columns apply to the
Scenario to their right. It is important to note that the category sizes/cut-offs are arbitrary and have been selected for

14 https://www.cdc.gov/nchs/nhis/index.htm
15 ftp://ftp.cdc.gov/pub/Health Statistics/NCHS/Dataset Documentation/NHIS/2017/samadult_layout.pdf
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the convenience of the Affordability Work Group, matching the age categories presented in other analyses.

Table 2. Modified Adult Sample file age group frequencies.

Categories Interest (%) Purchased (%) Sample (%)

(yrs.)

19-34 114 31.3% 83 30% 972 32.4%

35-44 58 15.9% 40 14.4% 517 17.2%

45-54 82 22.5% 62 22.4% 717 23.9%

55-64 110 30.2% 92 33.2% 797 26.5%
Total 364 100% 277 100% 3003 100%

To determine whether a respondent had one or more of six chronic conditions MHBE utilized the same criteria
established by the NCHS in their 2009 report Percent of U.S. Adults 55 and Over with Chronic Conditions. '
Respondents who answered “yes” to the questions in Table A (See Appendix) were considered as having the chronic
disease associated with the question. Then, MHBE stratified the sample population by respondents who purchased
individual market coverage.

To provide insight on the difficulty of finding individual market coverage that was affordable or met the
respondent’s specific needs MHBE counted respondents that answered “Somewhat difficult” or “Difficult” to the
questions in Table B (See Appendix).

Chronic disease prevalence. Figure 1 depicts the prevalence of chronic disease by respondent age category. The data
reaffirm commonly held associations of chronic disease and age as the prevalence of one or more chronic diseases
increases in older age categories. Notably, the prevalence of more than one chronic disease is higher in the 45 — 54
& 55 — 64 age categories (68% and 74%, respectively) than in the 35 - 44 age category (40%). Additionally, the
proportion of respondents with two or more chronic diseases increases as a share of total chronic disease prevalence
in older age categories. For example, 25% of respondents with chronic diseases age 35 — 44 have two or more
diseases. For respondents in the 45 — 54 and 55 - 64 age categories this proportion increases to 47% and 51%,
respectively.

Figure 1.

16 https://www.cdc.gov/nchs/data/health policy/adult_chronic_conditions.pdf
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Frequency of chronic disease prevalence by age group in the Northest of
respondents that purchased individual market coverage
100% 1% Xl
4% 8 11% 9 8%
90% 5% 13%
80% 27% 21% i
0% 30% 2 25%
o
60% f ' ‘ _ 32%
50% - - .' 35%
40% ] { ' 30%
30% EEEA 60% ' - ; l
20% ‘ ! e -‘ f - 45%
10% - 1 26% '
0% !
19-34 35-44 45-54 55-64 Purchased
3+ 1% 5% 11% 13% 8%
2 4% 5% 21% 25% 15%
1 27% 30% 35% 36% 32%
0 69% 60% 32% 26% 45%

Table 3 displays the relative prevalence of chronic disease between respondents who purchased individual market
coverage (purchased) and the sample population across the age categories. The goal of this comparison was to
gather additional insight on whether the purchased population has greater prevalence of one or more chronic
diseases than the sample population. The data in Table 3 can be best understood as a metric for comparing the
prevalence of chronic disease in the purchased population with the prevalence of chronic disease in the sample
population. As an example, a 0% in this analysis would mean that the purchased population has an equal prevalence
of chronic disease as the sample population.

Comparing the purchased and sample populations in the aggregate (the bottom right cell of Table 3), the purchased
population has a prevalence of chronic disease that is 11% higher than the prevalence of chronic disease in the
sample population. Further, when comparing across each chronic disease category (1, 2, and 3+) the purchased
population has a higher prevalence of chronic disease than the sample population (9%, 13%, and 16%, respectively).

It is important to contextualize the insights from Table 3 with the age category distribution in Table 2. There is a
notable difference between the proportion of the sample and purchased populations in the 55 — 64 age category
(26.5% and 33.2%, respectively). Interestingly, when chronic disease prevalence is compared for this age category
the purchased population has only 1% higher prevalence of chronic disease than the sample population. If the 55 —
64 age category is overrepresented in the individual market then, from a chronic disease perspective, this category is
not disproportionately sicker than the sample population.

Unlike the 55 — 64 age category there appears to be an inverse association with the 45 — 54 age category. While
there is a small difference in the representation of this age category between the purchased and sample population
(22.4% and 23.9%, respectively), this category has the greatest difference in chronic disease prevalence at 21%.

This initial analysis can inform future research on what the drivers are for individual market participation across age
categories. For example it is possible that the previously uninsured may be motivated to enroll in individual market
coverage when chronic diseases begin to manifest. Enrollment into coverage by this group, those with emergent
symptoms of chronic disease, may drive the differential in chronic disease prevalence for the 45 — 54 age category.
This hypothesis may support the 1% difference in chronic disease prevalence in the 55 — 64 age category as chronic
diseases that manifested when these respondents were younger already induced this group into maintaining
consistent coverage since. When coupled with the additional participation of those 55 — 64 without chronic diseases
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because of increased risk aversion with age, it could be that chronic disease prevalence for this age category could
be the same as that of the sample population. This hypothesis may be further supported by this age group having the
lowest national uninsured rate across the age bins at 7.9% and the lowest share of the national uninsured population
at 12%."

Table 3. Relative prevalence of chronic disease between respondents who purchased individual market
coverage and the sample population.

Diagnosed Chronic Diseases

Age 0 1 2 3+ Total Chronic
19-34 -1% 8% -18% -22% 3%
35-44 -1% 8% -45% 85% 1%
45-54 -27% 9% 47% 23% 21%
55-64 -3% 5% 0% -6% 1%
Purchased/

Sample -11% 9% 13% 16% 11%

Chronic/non-chronic disease respondent experience. Table 4 provides insight into the association between chronic
disease diagnosis and purchasing individual market coverage. For the purchased population, the odds of purchasing
individual market coverage is 1.29 higher with a diagnosis of chronic disease compared to no chronic disease
diagnosis.

Table 4. Purchasing outcomes of respondents who were interested in purchasing individual market coverage
and diagnosis of chronic disease.

n=2364 Purchased individual market coverage?
Total
Interested
Chronic Disease Yes No Pop.
1-4 42% 12% 54%
0 34% 12% 46%
Total 76% 24% 100%
Odds-Ratio 1.29
(Chronic vs. No Disease)

To provide additional insight into the difficulty of finding coverage that was affordable/met respondent need MHBE
considered responses of “Very Difficult” and “Somewhat Difficult” as difficult for the questions in Table B (see
Appendix). 57% of respondents who purchased individual market coverage had difficulty in finding coverage that
was affordable. Inversely, 58% of these respondents had no difficulty finding coverage that met their specific needs.
Further, it was determined that the odds of difficulty in finding an affordable plan is 9.8 higher for respondents who
indicated difficulty in finding a plan that met their needs compared with respondents who experienced no difficulty
finding a plan that met their needs. It is important to note that these questions may interact as “affordability” is likely
an important need for the non-chronic disease population when purchasing coverage.

Table 5. Respondents without chronic disease who purchased individual market plans and their difficulty in
finding a plan that was affordable and/or the type of coverage the respondent needed.
n=125 Difficulty - Affordable

Difficulty — Meets Needs

Total

Yes I No

17 https://www .kff.org/uninsured/fact-sheet/ key-facts-about-the-uninsured-population/
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n=125 Difficulty - Affordable
Yes 35% 6% 42%
No 22% 37% 58%
Total 57% 43% 100%
Odds-Ratio 9.8
(Chronic vs. No Disease)

For Table 6 MHBE performed the same analysis in Table 5 for respondents who have chronic diseases and
purchased individual market coverage. The odds of having difficulty finding an affordable plan is 18.2 higher for
respondents who also indicated difficulty in finding a plan that met their needs compared with respondents who
experienced no difficulty in finding a plan that met their need. As with respondents without chronic disease it is
likely that these two questions interact, but in a different manner. For those with chronic disease, affordability issues
often compound with plan-specific attributes like benefits, cost-sharing, provider networks, and access to chronic
disease/wellness programs.

Table 6. Respondents with chronic disease purchased individual market plans and their difficulty in finding a
lan that was affordable and/or the type of coverage the respondent needed.

n =152 Difficulty - Affordable

Total
Difficulty — Meets Needs | Yes No
Yes 40% 10% 50%
No 9% 41% 50%
Total 49% 51% 100%
Odds-Ratio 18.2
(Chronic vs. No Disease)

Discussion. Difficulty finding affordable coverage is an issue for those with, and without, chronic disease.
Affordability also interacts with difficulty in finding a plan that meets their, albeit different, needs. When
considering options to address affordability issues in the individual market it is important to think through how
interventions in plan design can help meet the coverage needs of these disparate populations. For those without
chronic diseases it will be important to consider plan features that encourage market participation and appropriate
utilization while balancing premium pressures. For those with chronic disease it will be important to consider plan
features that encourage maintenance, reduce out-of-pocket costs for prescription drugs, and include benefits that can
improve health outcomes and health system savings.




APPENDIX

Table A. Chronic diseases and associated questions.!8

Chronic Disease

NHIS Questions

Diabetes

[DIBEV1] Have you EVER been told by a doctor or health professional that you have
diabetes or sugar diabetes?

Cardiovascular Disease

[HYPEV] Have you EVER been told by a doctor or other health professional that you
had... Hypertension, also called high blood pressure?

[HYPDIFV] Were you told on two or more DIFFERENT visits that you had
hypertension, also called high blood pressure?

[CHDEV] Have you EVER been told by a doctor or other health professional that
you had ... Coronary heart disease?

[ANGEV] Have you EVER been told by a doctor or other health professional that
you had ... Angina, also called angina pectoris?

[MIEV] Have you EVER been told by a doctor or other health professional that you
had ...A heart attack (also called myocardial infarction)

[HRTEV] Have you EVER been told by a doctor or other health professional that you
had ...Any kind of heart condition or heart disease (other than the ones I Jjust asked
about)?

[STREV] Have you EVER been told by a doctor or other health professional that you
had...A stroke?

Chronic Obstructive
Pulmonary Disease
(COPD)

[EPHEV} Have you EVER been told by a doctor or other health professional that you
had...Emphysema?

[CBRCHYR] During the PAST 12 MONTHS, have you been told by a doctor or
other health professional that you had...chronic bronchitis?

Asthma [AASMEV] Have you EVER been told by a doctor or other health professional that
you had asthma?
[AASTILL] Do you still have asthma?

Cancer [CANEV] Have you EVER been told by a doctor or other health professional that
you had...Cancer or a malignancy of any kind?

Arthritis [ARTH1] Have you EVER been told by a doctor or other health professional that you

have some form of arthritis, rheumatoid arthritis, gout, lupus, or fibromyalgia?

Table B. Questions associated with purchasing individual market coverage.

Coverage Attribute NHIS Question

Met need [AINDDIF1] How difficult was it to find a plan with the type of coverage you
needed? Would you say...

Affordable [AINDDIF2] How difficult was it to find a plan you could afford? Would you say...

18 ftp.//ftp.cdc.gov/pub/Health_Statistics/NCHS/Dataset Documentation/NHIS/2017/samadult layout.pdf
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INTRODUCTION

In 2029, the Maryland Health Benefit Exchange ("MHBE") engaged Lewis & Ellis ("L&E") to
analyze the potential impact of three subsidies on the individual and small group markets. If
implemented, the subsidies would be supported through additional state funding and
potentially a second Affordable Care Act (*ACA”) Section 1332 waiver (“Waiver”). These
proposals are borne from recommendations from the 2019 Affordability Work Group and SHOP
Advisory Committee. The proposals seek to maximize participation in their respective markets,
improve the risk pool and increase affordability for all individual market and small business
participants.

The three subsidies encourage uninsured young adults and uninsured individuals between 400-
600% to take up coverage in the individual market, as well as smaller employers (with fewer than
15 employees) not currently offering health insurance to do so in the small group market. The
subsidies will provide financial support to:individuals and small employers to reduce the
individual’s or employer’s share of premiums paid for health insurance coverage by having the
state pay for a portion of the premiums.

The first subsidy targets Young Adults between the ages of 18 and 34 whose incomes are less
than 400% of FPL. There are two proposed subsidy structures for reducing the premiums Young
Adults pay.

The second subsidy targets individuals whose incomes are in the “subsidy cliff”, or 400-600% of
FPL. Under the ACA, individuals with incomes greater than 400% of FPL are not eligible for
premium tax credits. This subsidy extends the maximum applicable percentage to 600% FPL.

The third subsidy supports small employers with less than 15 employees. In addition to the Small
Business Health Care Tax Credit from the ACA, Maryland would provide a subsidy of up to 50%
of the Employer Contribution to eligible small employers, who have not offered health coverage
to employees within the last-year and who contribute at least 50% of the total premium.

The purpose of the report is to provide L&E's analysis to inform MHBE stakeholders for the 2020
legislative session with the goal of assessing and analyzing the impact of 1) additional
stabilization measures for the individual market and 2) methods to improve the small business
environment in Maryland in potential preparing of future State Innovation Waiver applications.

LEWISEELLIS 2/3/2020
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INDIVIDUAL MARKET SUBSIDIES

Ali three subsidy approaches considered by the MHBE could affect enrollment in the individual
market. The first two approaches are designed specifically to bring more uninsured individuals
into the individual market, while the third approach is designed to encourage more small
employers to offer health insurance coverage, which could shift enroliment from the individual
market to the small group market. This section will primarily focus on the background,
methodology and expected impact of the first two subsidies.

YOUNG ADULTS SUBSIDY BACKGROUND

The first of the subsidies is the Young Adults Subsidy. To be eligible for the Young Adults
Subsidy, an individual would need to be between the ages of 18 and 34 with an income below
400% of the FPL. This subsidy strategy has two different proposed structures which would
reduce the premium paid by Young Adults depending on their income as a percentage of FPL.

Young Adult Subsidy 1: Age Adjustment Subsidy Enhancement

The first Young Adults Subsidy structure is the Age Adjustment Subsidy Enhancement
("AASE"). Providing the AASE to Young Adults would result in a net premium (for the second
lowest cost silver plan) that better reflects the underlying actuarial risk of the cohort. The ACA
created a 3:1 age curve, where older adults pay at most three times the rate of Young Adults.
Due to the age curve, Young Adults tend to subsidize older adults since the actual claims
relativity is steeper than 3:1. AASE attempts to subsidize Young Adults in a manner which
better reflects the actual claims relativity. The approach is based on the following equation
derived by Gabriel McGlamery of Florida Blue.

EnrollmenbGroup's Avg. Age Rate
3

ACAApplicable Percentage * ( ) = New YA AP

Currently, individuals of any age with an income equal to 200% of FPL pay a maximum of 6.5%
of their income in 2020 towards health insurance premiums. This is based on the Applicable
Percentage Table for 2020 released by the IRS®.

Under the AASE, an individual between the ages of 18-25 at 200% of FPL would see their
applicable percentage reduced from 6.5% to 2.1%? under AASE. The reduction in premiums
would be subsidized by the State. The maximum cost of the program per individual would be
the difference between 6.5% and 2.1% multiplied the individual's income.

It should be noted that in some cases, the premium as a percentage of income for the second
lowest cost silver plan would be lower than the applicable percentage. That is, there would be
cases where the gross premium is less than the income cap and the resultant federal subsidy

*https://www.irs.gov/pubfirs-drop/rp-19-29.pdf

*Assuming the 18-25 group’s age rate is 0.98 based on ACA rating curves from CMS
(https:waw.cms.qoviCCllOlResources,’RequIations-and-GuidanceiDownIoads,-‘FinaI-Guidance-Reqardinq-Aqe—
Curves-and-State-Reporting-12-16-16.pdf)

LEWISZELLIS 2/3/2020
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would be so. In this scenario, the cost of the AASE program would be lower and would be the
difference between the actual premium and 2.1% of income.

Table 5 (in the Supporting Tables section) shows the applicable percentage changes for the
AASE.

Young Adult Subsidy 2: Advancing Youth Enrollment Act

The second Young Adults Subsidy structure is the Advancing Youth Enrollment Act ("AYEA").
Providing the AYEA to Young Adults would reduce the total applicable percentage for the
second lowest cost silver plan by 2.5 percentage points when a Young Adult is between 18 and
30yearsold. The 2.5 percentage points is reduced by o.5 percentage points for each incremental
year after age 30 until the adjustment terminates at age 3.

Currently, individuals of any age with incomes at 200% of FPL will have a 2020 applicable
percentage of 6.5%3.

Under the AYEA, an individual between the ages of 18-25 at 200% of FPL would see his or her
applicable percentage reduced from 6.5% to 4.0%*. The reduction in premiums would be
subsidized by the State. The maximum cost of the program per individual would be the
difference between 6.5% and 4.0% multiplied by the individual's income.

Table 6 (in the Supporting Tables section) shows the applicable percentage changes for AYEA.

Young Adults Subsidy Comparison

The AASE provides higher levels of benefits versus the AYEA by capping the percentage of
income spent on premiums at a lower percentage of income. Therefore, the AASE would require
greater funding by the State to cover the higher level of benefits.

Graph 1 compares the changes to the applicable percentage for both the AASE and AYEA
approaches for 18-25 year old adults. Graph 2 shows the same comparison for 26-34 year old
adults.

3https://www.irs.gov/pubjirs-drop/rp-19-29.pdf
“A reduction of 2.5% from the original applicable percentage

LEWISZELLIS 2/3/2020
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Graph 1: Comparison of Young Adult Caps on Premium as % of Income for Ages 18-25
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Graph 2: Comparison of Young Adult Caps on__Premiuhm’ as % of Income for Ages 26-34
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4oo+ FPL Subsidy Extension Background

The second subsidy approachs would support individuals with incomes greater than 400% of the
FPL; an area commonly known as the “subsidy cliff.” The ACA provides premium assistance to
individuals with incomes less than 400% of FPL. Once an individual’s income rises above 400%
of FPL, the individual is no longer eligible for premium assistance. In other words, these
individuals are required to pay the full premium charged by carriers with no federal support to
obtain health insurance coverage.

The 400%+ FPL Subsidy Extension (“*FFSE”) would allow individuals and households between
400% and 600% FPL to obtain premium subsidies funded by the State. FFSE would extend the
maximum applicable percentage to 600% FPL. In other words, the maximum applicable
percentage for an individual at 400% FPL is applied to allindividuals between 400% and 600%
of the FPL under FFSE.

Table 7 (in the Supporting Tables section) shows the applicable percentage changes for FFSE.

Graph 3 below demonstrates that the implementation of FFSE would be expected to positively
impact Individual older adults, not Individual Younger Adults®. Individual Younger Adults (e.g.,
18-34) have premiums that are below the premium cap (i.e., maximum premium paid as a
percentage of income) based on the subsidy and would not be materially impacted by the FPL
extension.

Current 2019 enrollment figures indicate 68% of eligible” adults 45-54 are enrolled and 82% of
eligible adults 55-64 are already enrolled without any. subsidy. Since FFSE would largely
subsidize adults who are currently enrolled, the FFSE is not expected to be an effective method
to maximize participation in the individual market.

S This is the second subsidy approach reviewed. To clarify, Young Adult subsidy is the first approach with two
versions (AASE and AYEA), while the 400+ FPL Subsidy is the second approach.

® This statement focuses on the impact of FFSE on members who enroll as individuals. Younger Adults (e.g., 18-34)
would only receive FFSE when they are in a plan with their spouse and/or family, due to the way FPL and premium
caps are calculated based on the number of people in a household. Thus, the statement is not suggesting Younger
Adults would never qualify for FFSE, but rather Younger Adults in individual plans would not receive the FFSE
subsidy.

7 “Eligibles” means individuals who are eligible for enrolling in the Individual Market, excluding those who have
coverage provided by their employers.

LEWISEELLIS 2/3/2020
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Graph 3: lllustrative Comparison of 400%+ FPL Subsidy Extension (FFSE) Impact by Age for
Individuals® between 400-600% FPL using 2019 Annual Net Premiums
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8 This graph illustrates the impact of FFSE on members who enroll as individuals. Younger Adults (e.g., 18-34) would
only receive FFSE when they are in a plan with their spouse and/or family, due to the way FPL and premium caps
are calculated based on the number of people in a household. Thus, the graph is not suggesting Younger Adults
would never qualify for FFSE, but rather Younger Adults in individual plans would not receive the FFSE subsidy.
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SCENARIOS FOR MODELING

To model the impact of the two subsidy approaches 1) Young Adults, and 2) 400%+ FPL, the
MHBE has proposed four different scenarios. These four scenarios would be integrated with the
State Reinsurance Program (“SRP”) which began in August 2019. That is, L&E’s subsidy
modeling assumes that the SRP is active in all years, until reinsurance funding is exhausted.

The four scenarios are:

1. Reinsurance + Young Adult Subsidy 1 (Age Adjustment Subsidy Enhancement)
Reinsurance + Young Adult Subsidy 2 (Advancing Youth Enrollment Act)

3. Reinsurance + Young Adult Subsidy 1 (Age Adjustment Subsidy Enhancement) + 400%+
FPL Subsidy Extension

4. Reinsurance + Young Adult Subsidy 2 (Advancing Youth Enroliment Act) + 400%+ FPL
Subsidy Extension

Additionally, all scenarios assume the small group subsidy will be in effect starting in 2021. The
small group subsidy will incentivize new small employers to offer health insurance. The subsidy
is expected to impact 5,000 individuals that are currently purchasing coverage in the individual
market. The small group subsidy will be discussed in more detail later in the report.

LEWISZELLIS 2/3/2020
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MODELING METHODOLOGY

The steps in projecting the impact of the Young Adults and 400%+ FPL Extension Subsidies for
the 2020 individual market are as follows:

1) Setting a baseline for 2019 and 2020 enrollment — To understand the full impact of the
subsidies, L&E used and collected data from the MHBE, carriers, and CMS regarding
enrollment levels, the uninsured population, and morbidity levels of the individual
market in Maryland by age and income.

2) Understanding the impact of subsidies on net premiums — To help stabilize the
individual market, the two proposed subsidies target specific ages and income levels.
The discussion previously provided highlights how net premiums for Young Adults
between ages 18 and 34 and individuals between 400%-600% of FPL will be reduced
based on the proposed subsidy structures.

3) Estimating the uptake in enrollment — Once the impact on net premium (step 2) was
understood, L&E modeled the increase in enrollment due to the presence of the
subsidies. The uptake was based on regression analysis of eligible market insured rates
compared to the maximum income spent on healthcare premiums for Young Adults, as
well as the change in net premium from a scenario when the subsidies did not exist.

Additionally, enroliment was phased in over a three-year period similar to the 2014-2016
enrollment experience of the individual market (i.e., when the subsidies are announced,
not everyone will know or sign up for coverage immediately).

4) Understanding the impact on reinsurance payments — Once the increased enroliment
and the expected morbidity were modeled, the claims from these additional enrollees
were input in the previous State Reinsurance Program model to calculate the impact to
the SRP.

5) Calculating the subsidies needed and premium tax credit changes — After projecting
claims and calculating premiums, the cost of the subsidies in each scenario was
estimated. Changes to the premium tax credits paid by the federal government resulting
from increases in enrollment and reduced morbidity were also modeled.

6) Comparing results of each scenario to prior projections and to other scenarios — To
inform the MHBE and state legislators of the subsidies’ impact, the results of each
scenario are summarized.

LEWISZELLIS 2/3/2020
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RESULTS

L&E projects the subsidies will increase enroliment by 7,000 to 17,600 individuals, which varies
by scenario. Note, these numbers are reported in the aggregate, as the enrollment is phased in
from 2021 to 2023. Additionally, the small group subsidy modeling estimates that 5,000 lives will
leave the individual market for the small group market in 2021.

Of the two Young Adults Subsidies, the Age Adjustment Subsidy Enhancement reduces
premiums for Young Adults more than the Advancing Youth Enroliment Act. AYEA does not
reduce premiums for higher income Young Adults (e.g., >200% FPL) and older Young Adults
(closer to 34) as much as AASE. Overall, 7,700 more Young Adults are expected to enroll under
AASE than AYEA (14,700 compared to 7,000 by 2023).

The 400%+ FPL Extension Subsidy is expected to increase enrollment by 2,900 individuals by
2023. The impact of FFSE is much smaller than the Young Adult subsidies. FFSE caps the amount
of premiums that individuals between 400%-600% FPL pay; however, older adults (e.g., >45)
have premium rates that are more likely to exceed the cap: Therefore, these older adults would
be helped more by the FFSE than younger adults. Since these older adults are already insured at
a high rate, FFSE’s impact of net new enrollees is expected to be limited.

Table 1: Comparison of 3-Year Enrollment Impact by Scenario

. YA1/AASE + YA2/AYEA +
Scenario YA1/AASE YA2/AYEA
FFSE FFSE

2021-2023 Increase in Enrollment : 14,700 7,000 17,600 9,900

Overall, Scenario 3 (AASE + FFSE) brings in the most members as seen in Table 1 above.

Table 2 summarizes the impact each subsidy has on its targeted population.

Looking at the enrollment rate, the AASE provides a higher subsidy for Young Adults greater
than 200% of the FPL, which makes AASE more effective in enrolling Young Adults than AYEA.

As mentioned before, FFSE provides subsidies for older adults due to the structure of the subsidy
and Young Adults at 400-600% of FPL will likely not receive a subsidy®.

? This is a generalization for Young Adults in Individual (2-person) plans.

LEWISZELLIS 2/3/2020
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Table 2: Comparison of Subsidy Impact by Age and Income for Young Adult and 400%+
Subsidies

2023119 ‘ 2023 Gross | 2023 Net 2023
2019 % enrolled enrolledof | Premium | Premium Subsidy
FPL Range of eligible!® ' eligible PCPY!? PCPY PCPY
ZNE N 1834 133-200% 41% 48% 8,327 415 263
AASE 18-34  200-300% 26% 45% 8,300 1,008 434
18-34  300-400% 17% 42% 8,263 1,699 522
7V 1834 133-200% 41% 47% 8,365 664 178
AYEA 18-34  200-300% 26% 38% 8,283 2,030 179
18-34  300-400% 17% 18% 9,198 3,936 200
AT 1834  400-600% 34% 36% 8,682 6,947 1,736
FFSE 35-44  400-600% 66% 69% 10,174 6,946 3,228
45-54  400-600% 68% 77% 13,934 6,943 6,991
55-64  400-600% 82% 91% 20,745 6,913 13,832

Another perspective to consider is the efficiency of the subsidy to attract new enrollees. This
report looks at efficiency in two ways. First, the number of new enrollees that each subsidy
introduces into the Individual Market relative to the number of individuals who will receive the
subsidy.
e Under AASE, 35% of Young Adults who will receive the subsidy (ages 18-34 at 133-400%
FPL) will be new enrollees in 2023
* Under AYEA, 20% of Young Adults who will receive the subsidy (ages 18-34 at 133-400%
FPL) will be new enrollees in 2023
* Under FFSE, 10% of adults who will receive the subsidy (primarily older adults at 400-
600% FPL) will be new enrollees in 2023

The second method of assessing the efficiency of the subsidy approaches is the cost of the
subsidy per new enrollee which is shown in Table 3.

Table 3: Comparison of Subsidy Cost per New Enrollee

2021 2022 R W I

Cost bér | Cost per | Cost per
Cost M:lr:;vers New Cost | M:lr::ers New Cost M:ln(:‘l’)vers | New

| Member Member . Member
$7,272,651 8,821 $824 $8,643,780 13,232 $653 $9,396,291 14,702 $639
xé; $3,179,805 4,214 $755 $3,531,380 6,321 $559 $3,763,761 = 7,024 4536

$155,865,416 1,735 $89,852  $168,692,825 2,602 $64,831 $180,879,047 2,891 $62,563

*° Eligible individuals exclude anyone with insurance provided by their employer.
** All 2023 figures are modeled with subsidy included, unless otherwise noted.
** PCPY = per contract holder per year (some contracts may be individual, 2 person, or family)
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The subsidies will not significantly alter the reinsurance program, as the total change in
enrollment is at most 17,600 individuals by 2023, which is less than 10% of the market. In all
scenarios, the reinsurance program is still expected to run out of funding in 2025.

The State will require an additional $3 to $7 million in 2021 to pay for the Young Adults subsidies,
and/or $156 million to pay for the 400%-600% FPL subsidy. The Young Adult subsidies will
increase the Advanced Premium Tax Credits (*“APTCs") in 2021, due to an increase in enrollment
targeted at individuals who are eligible to receive federal subsidies; therefore, federal pass
through funding would not be available in a second Section 1332 Waiver for these subsidies.

Table 4 on the next page summarizes the 2021 results of the modeling.

LEWISEELLIS 2/3/2020
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APPENDICES

APPENDIX A: CAVEATS

L&E performed reasonability tests on the data used; however, L&E did not perform a detailed
audit of the data. To the extent that the information provided was incomplete or inaccurate, the
results in this report may be incomplete or inaccurate.

L&E made several assumptions in performing the analysis. Several of these assumptions are
subject to material uncertainty and it is not unexpected that actual results could materially differ
from the projections. Examples of uncertainty inherent in the assumptions include, but are not
limited to:

e Data Limitations.

o L&Erelied on the data submitted from all insurers for significant portions of this

analysis. To the extent that the data is inaccurate, the analysis will be impacted.
* Enroliment Uncertainty.

o Beyond changes to premiums and market wide programs, individual responses
to these has inherent uncertainty. Therefore, actual enroliment could vary
significantly.

* Political and Health Policy Uncertainty.

o Future federal or state actions could dramatically change premiums and

enrollment in 2020 and later years.

This report has been prepared for the MHBE for discussion purposes in relation to the Young
Adult, 400%+ Extension, and Small Group Subsidies analysis. Any other use may not be
appropriate. L&E understands that this report may be distributed to other parties; however, any
user of this report must possess a certain level of expertise in actuarial science and/or health
insurance so as not to misinterpret the data presented. Any distribution of this report should be
made in its entirety. Any third party with access to this report acknowledges, as a condition of
receipt, that L&E does not make any representations or warranties as to the accuracy or
completeness of the material. Any third party with access to these materials cannot bring suit,
claim, or action against L&E, under any theory of law, related in any way to this material.

LEWISEELLIS 2/3/2020



MHBE SuBsIDIES 2021+ ANALYSIS Pace | 16

APPENDIX B: DISCLOSURES

The Actuarial Standards Board (ASB), vested by the U.S.-based actuarial organizations?s,
promulgates actuarial standards of practice (ASOPs) for use by actuaries when providing
professional services in the United States.

Each of these organizations requires its members, through its Code of Professional Conduct?S,
to observe the ASOPs of the ASB when practicing in the United States. ASOP 41 provides
guidance to actuaries with respect to actuarial communications and requires certain disclosures
which are contained in the following.

IDENTIFICATION OF THE RESPONSIBLE ACTUARIES

The responsible actuaries are:
e Josh Hammerquist, FSA, MAAA, Vice President & Principal
e Dave Dillon, FSA, MAAA, MS, Senior Vice President & Principal
* Kevin Ruggeberg, ASA, MAAA, Assistant Vice President & Consulting Actuary
* Michael Lin, FSA, MAAA, Vice President & Consulting Actuary

The actuaries are available to provide supplementary information and explanation.

IDENTIFICATION OF ACTUARIAL DOCUMENTS

The date of this document is February 3, 2020. The date (a.k.a. “latest information date”)
through which data or other information has been considered in performing this analysis is
February 3, 2020.

DISCLOSURES IN ACTUARIAL REPORTS

* The contents of this report are intended for the use of the Maryland Health Benefit
Exchange. Any third party with access to this report acknowledges, as a condition of
receipt, that they cannot bring suit, claim, or action against L&E, under any theory of law,
related in any way to this material.

* Lewis&EllisInc.isfinancially and organizationally independent from the companies that
participate in the Maryland individual market. L&E is not aware of anything that would
impair or seem to impair the objectivity of the work.

* The purpose of this report is to assist the MHBE with an analysis of proposed subsidy
programs.

* The responsible actuaries identified above are qualified as specified in the Qualification
Standards of the American Academy of Actuaries.

** The American Academy of Actuaries (Academy), the American Society of Pension Professionals and Actuaries,
the Casualty Actuarial Society, the Conoference of Consulting Actuaries, and the Society of Actuaries.
* These organizations adopted identical Codes of Professional Conduct effective January 1, 2001.

LEWISZELLIS 2/3/2020
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* Lewis & Ellis has reviewed the data provided for reasonableness but has not audited it.
L&E nor the responsible actuary assumes responsibility for items that may have a
material impact on the analysis. To the extent that there are material inaccuracies in,
misrepresentations in, or lack of adequate disclosure by the data, the results may be
accordingly affected.

e L&E is not aware of any subsequent events that may have a material effect on the
findings.

ACTUARIAL FINDINGS

The actuarial findings of the report can be found in the body of this report.

METHODS, PROCEDURES, ASSUMPTIONS, AND DATA

The methods, procedures, assumptions and data used can be found in the body of this report.
ASSUMPTIONS OR METHODS PRESCRIBED BY LAW

This report was prepared as prescribed by applicable law, statutes, regulations and other legally
binding authority.

RESPONSIBILITY FOR ASSUMPTIONS AND METHODS
The actuaries do not disclaim responsibility for material assumptions or methods.
DEVIATION FROM THE GUIDANCE OF AN ASOP

The actuaries do not believe that material deviations from the guidance set forthin an applicable
ASOP have been made.

LEWISEELLIS 2/3/2020
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AFFILIATE OF

AMERICAN COLLEGE

of NURSE-MIDWIVES
With women, for a lifetime”
Committee: Senate Finance Committee
Bill number: SB 124
Title: Maryland Health Benefit Exchange — Establishment of a State-Based Health
Insurance Subsidies Program
Hearing Date: February 5, 2020
Position: Support

The Maryland Affiliate of the American College of Nurse Midwives supports Senate Bill 124 --
Maryland Health Benefit Exchange — Establishment of a State-Based Health Insurance Subsidies
Program. This bill would require the Maryland Health Benefits Exchange to establish and implement a
state-based health insurance subsidies program to help subsidize individuals when buying health benefit
plans in the individual market.

Currently, federal subsidies are available to help some low-income families with their premiums.
However, some families are still unable to afford coverage. This legislation provides an avenue, if funds
are available, for the Maryland Health Benefit Exchange to offer additional support for premiums. This
support could help Maryland make further progress in lower the number of uninsured individuals.

Thank you for your consideration of our testimony. If we can provide any further information,
please contact Robyn Elliott at relliott@policypartners.net or (443) 926-3443.
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MDAC

Maryland Dental 10015 Old Columbia Road, Suite B-215
Action Coalition Columbia, Maryland 21046
www.mdac.us

Committee: Finance
Bill number: SB 124
Title: Maryland Health Benefit Exchange — Establishment of a State-Based Health

Insurance Subsidies Program
Position: Support

Hearing Date: February 5, 2020

The Maryland Dental Action Coalition (MDAC) supports Senate Bill 124 — Maryland Health Benefit
Exchange — Establishment of a State-Based Health Insurance Subsidies Program. The legislation would
allow the Maryland Health Benefit Exchange to channel funding not needed for the reinsurance program
into state support for premiums.

MDAC has been a supporter of the Maryland Health Benefit Exchange since its inception.
Through the Exchange, more Marylanders have been able to obtain dental coverage. Coverage has
been made more affordable because of federal funding for premium support through advance premium
tax credits. However, some individuals and families still struggle to afford coverage. This legislation
offers Maryland an opportunity to extend more premium support, making health and dental coverage
more affordable to families who face financial barriers.

We ask for a favorable vote. If we can provide any additional information, please contact Robyn
Elliott at relliott@policypartners.net or (443) 926-3443.

Optimal Oral Health for All Marylanders
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AMNA

MARYLAND NURSES ASSOCIATION

Committee: Finance
Bill Number: SB 124

Title: Maryland Health Benefit Exchange — Establishment of a State-Based Health Insurance
Subsidies Program
Position: Support

Hearing Date: February 5, 2020

The Maryland Nurses Association (MNA) supports Senate Bill 124 -- Maryland Health Benefit
Exchange — Establishment of a State-Based Health Insurance Subsidies Program. This bill would require
the Maryland Health Benefits Exchange to establish and implement a state-based health insurance
subsidies program to help subsidize individuals when buying health benefit plans if funds are available.

This legislation helps Maryland make further progress in lowering the rate of uninsured
individuals. Although premium support is available to some low-income families through advanced
premium tax credits, the cost of coverage is still too much for some families. If funds are available, the
Exchange could design a program to help more families purchase insurance.

Thank you for your consideration of our testimony, and we urge a favorable vote. If we can
provide any further information, please contact Robyn Elliott at relliott@policypartners.net or (443)
926-3443.
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Planned 330 N. Howard Street
Baltimore, MD 21201

Parenthood’ 1410) 576-1400

Care. No matter what. www. plannedparenthood.org/maryland

Planned Parenthood of Maryland

Bill: Senate Bill 124
Title: Maryland Health Benefit Exchange — Establishment of a State-Based Health

Insurance Subsidy Program

Committee: Senate Finance Committee
Date: February 5, 2020
Position: Support

Planned Parenthood of Maryland (PPM) supports Senate Bill 124 — Maryland Health Benefit
Exchange — Establishment of a State-Based Insurance Subsidy Program. The bill would authorize the
Maryland Health Benefit Exchange to implement a state-based subsidy to lower premium costs if funds

are available.

PPM has been a strong supporter of expanding access to health insurance under the Maryland
Health Benefit Exchange. While federal subsidies and our reinsurance program have helped make
insurance more affordable, the cost of insurance still remains out-of-reach for some individuals and
families. This legislation will help Maryland close the gap in the rates of the uninsured. With any
available funding, the Maryland Health Benefit Exchange can target state subsidy support

where it will have the most impact.

We ask for a favorable vote on this legislation. If we can provide any additional information,

please contact Robyn Elliott at relliott@policypartners.net or (443) 926-3443.
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LICENSED CLINICAL PROFESSIONAL COUNSELORS OF MARYLAND

Support

SB 124 — Maryland Health Benefit Exchange — Establishment of a State-Based Health Insurance
Subsidies Program
Seate Finance Committee
February 5, 2020

The Licensed Clinical Professional Counselors of Maryland (LCPCM) supports SB 124 — Maryland
Health Benefit Exchange — Establishment of a State-Based Health Insurance Subsidies Program. This bill
requires the Maryland Health Benefit Exchange to establish and implement a program to reduce the
amount individuals pay for health benefit plans in the individual health insurance market.

Marylanders across the state continue to experience too many barriers in accessing behavioral
health services. In addition to there not being enough behavioral health providers overall, many
individuals experience difficulties paying premiums, which prevents them from seeking needed
treatment.

LCPCM is very supportive of establishing this new program to assist individuals in covering the
cost of behavioral health services. If we can provide any further information, please contact our
legislative representative, Rachael Faulkner, at (410) 693-4000 or rfaulkner@policypartners.net.
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PO Box 131 4 Stevenson, Maryland 21153 4 mota.memberlodge.org

To: Senate Finance Committee

From: Rachael Faulkner on Behalf of the Maryland Occupational Therapy Association

Date: February 5, 2020

RE: Senate Bill 124 — Maryland Health Benefit Exchange — Establishment of a State-Based

Health Insurance Subsidies Program

The Maryland Occupational Therapy Association supports Senate Bill 124 — Maryland Health
Benefit Exchange — Establishment of a State-Based Health Insurance Subsidies Program. The bill would
establish a program to provide a means for individuals to reduce the amount they pay for health benefit
plans.

The Maryland Occupational Therapy Association (MOTA) has been a strong supporter of
Maryland’s health reforms efforts from the beginning. As a result of Maryland’s efforts in implementing
the Affordable Care Act (ACA), over 250,000 more Marylanders have insurance coverage. Unfortunately,
many Marylanders continue to struggle accessing affordable health care through the health benefit
exchange. We support this bill because it will help more consumers access health care services.

If we can provide any further information, please contact Rachael Faulkner at
rfaulkner@policypartners.net.
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& POSITION STATEMENT

TESTIMONY PRESENTED TO THE SENATE FINANCE COMMITTEE

SENATE BILL 124 -- MARYLAND HEALTH BENEFIT EXCHANGE - ESTABLISHMENT OF A STATE-
BASED HEALTH INSURANCE SUBSIDIES PROGRAM

February 5, 2020

DONALD C. FRY
PRESIDENT & CEO
GREATER BALTIMORE COMMITTEE

Position: Support

The Greater Baltimore Committee (GBC) supports Senate Bill 124, which requires the Maryland Health Benefit
Exchange to establish and implement a State-Based Health Insurance Subsidies Program to provide a means for
individuals to reduce the amount they pay for health benefit plans in the individual health insurance market.

The Patient Protection and Affordable Care Act (ACA), the landmark health care reform legislation passed by the U.S.
Congress and signed into law by President Barack Obama in 2010, has increased the number of Marylanders covered with
health insurance. The ACA, however, does not insure all Marylanders and has not adequately stabilized health insurance
premiums. Additionally, the law is often threatened with risk of repeal or legal challenges. Senate Bill 124 seeks to
stabilize health care costs in the State and create protections for Marylanders in case the ACA is repealed or significantly
changed.

The GBC supports policies that seek to maintain or grow the accessibility of affordable health coverage for Maryland
citizens. The benefits of having health care coverage are undeniable. They include better access to medical care and the
utilization of preventive care. A healthier population creates greater economic opportunities by increasing economic
output and productivity. Reducing health-related absenteeism allows employers to increase productivity and employees to
expand their earning potential.

Having accessible and affordable health care is a factor when businesses make location or expansion decisions. Thanks to
the foresight of policymakers, Maryland’s economy is more competitive because of the stable nature of its health care
system and affordable health coverage. It is vital that lawmakers protect this benefit and continue to seek ways to decrease
the number of Marylanders without access to healthcare.

This bill is consistent with two of the key tenets in Gaining the Competitive Edge: Keys to Economic Growth and Job
Creation in Maryland, a report published by the GBC that identifies eight core pillars for a competitive business
environment and job growth:

Competitive costs of doing business. Public policies must reflect a government predisposition to nurture business
growth and to avoid arbitrarily or disproportionately imposing additional overhead upon the business sector

Regulatory policies that are streamlined, stable and predictable. Maryland must project to businesses within
and outside the state that its government regulatory policies are reasonable, relevant, free of surprises or
redundancy, and considerate of businesses’ sense of urgency.

For these reasons, the Greater Baltimore Committee urges a favorable report on Senate Bill 124.

The Greater Baltimore Committee (GBC) is a non-partisan, independent, regional business advocacy organization comprised of
hundreds of businesses -- large, medium and small -- educational institutions, nonprofit organizations and foundations located in
Anne Arundel, Baltimore, Carroll, Harford, and Howard counties as well as Baltimore City. The GBC is a 65-year-old, private-sector

GREATER BALTIMORE COMMITTEE
111 South Calvert Street ¢ Suite 1700 * Baltimore, Maryland ¢ 21202-6180
(410) 727-2820 * www.gbc.org



2
membership organization with a rich legacy of working with government to find solutions to problems that negatively affect our
competitiveness and viability.

GREATER BALTIMORE COMMITTEE
Suite 1700. 111 South Calvert Street. Baltimore, Maryland 21202-6180
410. 727-2820. Fax 410. 539-5705
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BRIAN E. FROSH (&%‘1 WILLIAM D. GRUHN
iy
"

Attorney General e Chief
@. @ 9 Consumer Protection Division
ELIZABETH F. HARRIS e S o
Chief Deputy Attorney General ﬁ‘]w;’&!ﬁ Writer’s Direct Fax No.
PEE AT ) (410) 576-6571
CAROLYN QUATTROCKI &'ll &’;—W {

Writer’s Direct Email:
poconnor@oag.state.md.us

Deputy Attorney General

Writer’s Direct Dial No.
(410) 576-6515

STATE OF MARYLAND

OFFICE OF THE ATTORNEY GENERAL
CONSUMER PROTECTION DI1VISION

February 5, 2020

To:  The Honorable Delores G. Kelley
Chair, Finance Committee

From: Patricia F. O’Connor, Health Education and Advocacy Unit

Re:  Senate Bill 124 (Maryland Health Benefit Exchange - Establishment of a State-
Based Health Insurance Subsidies Program): Support

The Office of the Attorney General’s Health Education and Advocacy Unit (HEAU)
supports Senate Bill 124, which would require the Maryland Health Benefit Exchange to
create a subsidies program for the purchase of individual plans through the Exchange.
The program must be designed to reduce the amount that individuals pay for health
benefit plans in the individual health insurance market. The Exchange must establish
eligibility and payment parameters for calendar year 2021 and for each subsequent year.
The Exchange also must determine whether the program requires the State to apply for a
federal Section 1332 waiver, and if so, to apply. Funding would come from carrier
assessments currently used to fund the state reinsurance program. The current provisions
regarding the Maryland Health Benefit Exchange Fund would be expanded to include
funding for the subsidies program and allow the Exchange to allocate funds between the
state reinsurance program and the subsidies program.

We believe a subsidies program, if enacted, would be an effective means of continuing
the recent downward trend in premiums for individual plans through the Exchange. Due
in large part to the state’s reinsurance program, premiums declined in Maryland’s
individual market in 2019 and again in 2020, and enrollment increased both years. Total
enrollment for 2020 was the highest in four years, an upward trend that we believe
decreasing premiums costs would help sustain.

For these reasons, we urge a favorable report by the Committee.

200 Saint Paul Place ¢ Baltimore, Maryland, 21202-2021
Main Office (410) 576-6300 ¢ Main Office Toll Free (888) 743-0023
Consumer Complaints and Inquiries (410) 528-8662 ¢ Health Advocacy Unit/Billing Complaints (410) 528-1840
Health Advocacy Unit Toll Free (877) 261-8807 ¢ Home Builders Division Toll Free (877) 259-4525 ¢ Telephone for Deaf (410) 576-6372
www.marylandattorneygeneral.gov
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&Maryland

DEPARTMENT OF HEALTH

Larry Hogan, Governor - Boyd K. Rutherford, Lt. Governor - Robert R. Neall, Secretary

February 5, 2020

The Honorable Delores G. Kelley
Chair, Senate Finance Committee

3 East, Miller Senate Office Building
Annapolis, MD 21401

RE: SB 124 - Maryland Health Benefit Exchange — Establishment of a State-based Health
Insurance Subsidies Program — Letter of Support

Dear Chair Kelley and committee members:

The Maryland Department of Health (MDH) submits this letter of support for Senate Bill (SB)
124 - Maryland Health Benefit Exchange - Establishment of a State-Based Insurance Subsidies
Program.

SB 124 establishes the Maryland State-Based Health Insurance Subsidies Program which is
intended to reduce the amount that individuals pay for health benefit plans on the individual
health insurance market. The Maryland Health Benefit Exchange (Exchange) would be
responsible for determining the eligibility and payment parameters with funding from the State
Reinsurance Program. Funds between the two programs would be allocated by the Exchange to
maximize the long-term affordability of health plans in the individual market.

In 2018, the General Assembly and Governor Hogan worked together on a bi-partisan basis to
pass two critical pieces of legislation — HB 1795 and SB 387 — to create and fund the claims-
based State Reinsurance Program. Through the State Reinsurance Program and the hard work
of our colleagues at the Maryland Insurance Administration and MHBE, Maryland delivered a
net reduction in health insurance premiums for 2020 by an average of 10.3% and in 2019 by an
average of 13.2 percent.

For 2019, while most markets lost enrollees across the country, Maryland’s individual market
grew - enrollment is at a four-year high at 158,934, and in stark contrast to early national
numbers. We are optimistic that Maryland can once again deliver on double-digit rate
decreases in the 2021 rates.

The Maryland Health Benefit Exchange has worked with key stakeholders to (1) bring in more

insurance carriers into the individual market and (2) to ensure that the issue of high-deductible
plans is mitigated.

201 W, Preston Street - Baltimore, MD 21201 - health.maryland.gov - Toll Free: 1-877-463-5464 - Deaf and Hard of Hearing Use Relay



Based on the experience of the State Reinsurance Program, we believe that much can be
gained by taking further action to make the individual market health plans affordable for
Marylanders seeking health insurance. Maryland is in the unique position where it has made
changes that have stabilized the health insurance landscape, and SB 124 will reinforce the
access to affordable health benefits that Marylanders need.

The Hogan Administration and the Department remain committed to working together with the
House and Senate to find short-term and long-term solutions to the structural health care
issues facing Marylanders.

If you have additional questions, please contact Director of Governmental Affairs Webster Ye at
(410) 260-3190 or webster.ye@maryland.gov.

Sincerely,

Robert R. Neall
Secretary
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8% KAISER PERMANENTE.

Mid-Atlantic Permanente Medical Group, P.C.

Kaiser Foundation Health Plan of the Mid-Atlantic States, Inc
2101 East Jefferson Street

Rockville, Maryland 20852

February 5, 2020

The Honorable Delores G. Kelley
Senate Finance Committee

3 East, Miller Senate Office Building
11 Bladen Street

Annapolis, Maryland 21401

RE: SB 124 — Support

Dear Chair Kelley and Members of the Committee:

Kaiser Permanente is pleased to support SB 124 and make improvements in health care
affordability through the establishment of the State-Based Health Insurance Subsidies Program.

Kaiser Permanente is the largest private integrated health care delivery system in the United
States, delivering health care to over 12 million members in eight states and the District of
Columbia.! Kaiser Permanente of the Mid-Atlantic States, which operates in Maryland, provides
and coordinates complete health care services for approximately 755,000 members. In Maryland,
we deliver care to over 430,000 members.

Health insurance works best when all eligible individuals are enrolled, balancing the risk pool
and keeping premiums manageable for all. As the Maryland General Assembly knows well, cost
continues to be a barrier for many, particularly young adults and those above 400 percent of the
federal poverty level who are currently ineligible for subsidies. Too many people are choosing to
forgo insurance as a result. SB 124 creates the necessary structure to deliver additional financial
assistance to individuals purchasing coverage in the individual market, and with that additional
assistance, will directly reduce the amount that individuals pay for coverage.

Along with the individual mandate, federal subsidies have been a critical leg in the stool of the
Affordable Care Act (ACA) and led to a dramatic expansion of coverage in the ten years since
the ACA passed. More than 400,000 people have gained coverage through Maryland Health
Connection — about 290,000 through the expansion of Medicaid and more than 121,000 through
private plans. However, the federal elimination of the individual mandate and other policies
impacting market stability threaten to erode Maryland’s gains. To protect the ACA and keep
premiums down for the individual market, Kaiser Permanente believes Maryland should restore
the coverage requirement and provide state level subsidies to supplement federal assistance.

! Kaiser Permanente comprises Kaiser Foundation Health Plan, Inc., the nation’s largest not-for-profit health plan,
and its health plan subsidiaries outside California and Hawaii; the not-for-profit Kaiser Foundation Hospitals, which
operates 39 hospitals and over 650 other clinical facilities; and the Permanente Medical Groups, self-governed
physician group practices that exclusively contract with Kaiser Foundation Health Plan and its health plan subsidiaries
to meet the health needs of Kaiser Permanente’s members.



Kaiser Permanente
Comments on Senate Bill 124
February 5, 2020

SB 124, along with bills to enact a state-level coverage requirement and enhance subsidies to
improve affordability, will place Maryland’s health care market back on stable footing, improve
choice in health coverage, and keep premiums down.

As the State-Based Health Insurance Subsidies Program is developing, we urge the Legislature
and the Exchange to work with individual market health plans closely to ensure the mechanics
are right and the program is structured in the best possible way. We look forward to working
with you so this critical program can be in place for the 2021 plan year.

Thank you for the opportunity to comment. Please feel free to contact Wayne Wilson at
Wayne.D.Wilson@kp.org or (301) 816-5991 with questions.

Sincerely,
Wayne D. Wilson

Vice President, Government Programs and External Relations
Kaiser Foundation Health Plan of Mid-Atlantic States, Inc.
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MARYLAND RURAL HEALTH ASSOCIATION
,’

Statement of Maryland Rural Health Association

To the Finance Committee

February 5, 2020

Senate Bill 124 — Maryland Health Benefit Exchange — Establishment of a State-Based Health
Insurance Subsidies Program

POSITION: SUPPORT

Senator Feldman, Chair Kelley, Vice Chair Feldman, and members of the Finance Committee, the
Maryland Rural Health Association (MRHA) is in SUPPORT of Senate Bill 124 — Maryland
Health Benefit Exchange — Establishment of a State-Based health Insurance Subsidies Program.

This legislation would require the Maryland Health Benefit Exchange to establish and implement
a State-Based Health Insurance Subsidies Program to provide a means for individuals to reduce
the amount they pay for health benefit plans in the individual health insurance market; requiring
that a certain assessment of health care providers be used to fund the State Reinsurance Program
and the State-Based Health Insurance Subsidies Program; requiring the Maryland Health Benefit
Exchange Board to make a certain determination; etc.

MRHA’s mission is to educate and advocate for the optimal health and wellness of rural
communities and their residents. Membership is comprised of health departments, hospitals,
community health centers, health professionals, and community members in rural Maryland.

Rural Maryland represents almost 80 percent of Maryland’s land area and 25% of its population.
Of Maryland’s 24 counties, 18 are considered rural by the state, and with a population of over 1.6
million they differ greatly from the urban areas in the state.

Maryland law states that “many rural communities in the State face a host of difficult challenges
relating to persistent unemployment, poverty, changing technological and economic conditions,
an aging population and an out-migration of youth, inadequate access to quality housing, health
care and other services, and deteriorating or inadequate transportation, communications,
sanitations, and economic development infrastructure.” (West’s Annotated Code of Maryland,
State Finance and Procurement 8§ 2-207.8b)

MHRA believes this legislation is important to support our rural communities and we thank you
for your consideration.

Lara Wilson, Executive Director, larawilson@mdruralhealth.org, 410-693-6988

P.O.Box 475 < Centreville, Maryland 21617 < (410) 693-6988 < larawilson@mdruralhealth.org
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Maryland
Hospital Association

Senate Bill 124 — Establishment of a State-Based Health Insurance Subsidies Program

Position: Support
February 5, 2020
Senate Finance Committee

MHA Position

Maryland’s 61 nonprofit hospitals and health systems care for millions of people each year,
treating 2.3 million in emergency departments and delivering more than 67,000 babies. The
108,000 people they employ are caring for Maryland around-the-clock every day—delivering
leading edge, high-quality medical service and investing a combined $1.75 billion in their
communities, expanding access to housing, education, transportation, and food.

Broad based, affordable and comprehensive health insurance is integral to hospitals’ ability to
provide high-quality care. It also is key to the state’s success under the Total Cost of Care model,
which pushes accountability for whole-person care, including population health.

Maryland’s hospitals have been strong proponents of the state’s efforts to expand health care
coverage, supporting Medicaid expansion, offering of subsidized individual and small group
health plans through the Maryland Health Benefit Exchange, and most recently the creation of
the individual market reinsurance program. The reinsurance program lowered premiums and
contributed to individual insurance market stability. Similarly, a state subsidy program will
increase access to more affordable coverage for consumers.

Still, we urge the state and legislature to be thoughtful about using significant funding to
subsidize the cost of insurance coverage for small subsets of Marylanders, most of whom already
have insurance. Given the continuous, concerning federal changes to Affordable Care Act, and
uncertainties about its future, it is imperative to analyze how available funding may be best used
to maximize the number of insured individuals under the most robust health benefit plans
available.

In addition, we caution against continuous reliance on the reinsurance program and additional
coverage subsidies as the solution to address long-term market stability. Rather, to ensure
sustained viability of these markets, we must address high service utilization and improve the
overall health of individuals covered through the through better insurer care management of the
enrollees they serve.

Finally, while a state subsidies program will lower premiums, we urge policymakers to address
the increasing consumer out-of-pocket costs included in commercial health insurance plans.
From 2014 to 2018, the number of Marylanders in employer-sponsored plans who face high

6820 Deerpath Road, Elkridge, MD 21075 = 410-379-6200 = www.mhaonline.org


http://www.caring4md.org/

Page 2

deductibles doubled, to 43%.* These high out-of-pocket costs create significant underinsurance
for covered individuals, and most importantly, deter them from seeking appropriate health care.

Maryland’s hospitals support this bill’s efforts to expand affordable coverage to more
Marylanders. We look forward to our continued partnership with the state, insurance carriers,
and other stakeholders to create sustainable solutions for access to affordable, comprehensive
health insurance coverage.

For these reasons, we urge a favorable report for SB 124.
For more information, please contact:

Maansi Raswant
Mraswant@mbhaonline.org

! State Health Access Assistance Center (SHADAC) analysis of the Medical Expenditure Panel Survey - Insurance
Component. State-Level trends in employer-sponsored health insurance (ESI), 2014-2018.
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A NFIB

NFIB-Maryland — 60 West St., Suite 101 — Annapolis, MD 21401 — www.NFIB.com/Maryland

TO:
FROM:
DATE:

RE:

Senate Finance Committee
NFIB — Maryland
February 5, 2020

OPPOSE SENATE BILL 124 — Maryland Health Benefit Exchange — Establishment of a
State-Based Health Insurance Subsidies Program

On behalf of Maryland’s small businesses, NFIB-Maryland opposes Senate Bill 124 —
legislation that would establish and implement a State-Based Health Insurance Subsidies
Program. The purpose of the Program is to reduce the amount paid for health benefit
plans only for individuals who participate in the Affordable Care Act’s (ACA) individual
market place. The subsidies will be paid for by the health insurer provider fee
established under Chapters 37 and 38 of 2018 and Chapters 597 and 598 of 2019.

The health insurance tax established by §9010 of the Affordable Care Act (ACA) was
suspended by Congress in early 2018 for calendar 2019 in a short-term continuing
resolution to fund the federal government. The tax is designed to help fund the federal
and state health benefit exchanges. The health insurance tax is in effect for calendar
2020 but in a victory for small businesses and those insured through employer-
sponsored plans, the tax is abolished permanently beginning in calendar 2021.

Unfortunately, these victories will not be felt by the overwhelming majority of
Marylanders who do not participate in the ACA’s individual marketplace. For 2020 in
particular, they will be double-taxed via the federal and state health insurer provider
fee.

Nationally, there are approximately 180 million people who are insured through
employer-sponsored plans. There are less than 10 million insured on the individual
marketplace. The provider fees do not happen in a vacuum and are not absorbed by
insurance providers. Those fees are passed down to ratepayers — ratepayers who
overwhelmingly will never see any benefit from SB124.



SB124

NFIB members need affordable and predictable health insurance coverage; not taxes
designed to lower rates for products a vast majority of them do not use. Alternatives
could include association health plans (AHPs) and health reimbursement arrangements
(HRAs).

For these reasons NFIB opposes SB124 and requests an unfavorable committee report.



