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Issue Brief

Updated July 28, 2016 to reflect most recent premium data available.

Marketplace premiums under the Affordable Care Act (ACA), already a subject of
perennial interest, have gained even more attention amid unfavorable financial results
from some insurers, as well as initial reports of steep premium increases requested for
2017. Several factors will influence how premiums will change in 2017, and there is
reason to believe (http:/kff.org/private-insurance/perspective/what-to-look-for-in-2017-aca-
marketplace-premium-changes/) that increases will be higher than in recent years.

Many of the initial reports of premium increases for 2017 have been based on anecdote
examples or averages across insurers. This brief takes a different approach, presenting
an early analysis of changes in insurer participation and premiums for the lowest-cost
and second-lowest silver marketplace plans in major cities in 16 states plus the District
of Columbia where complete data on rates is publicly available for all insurers. Using
this information, we are able to calculate the premium a specific person might pay
without a premium tax credit, and take into account new plans entering the market. It
follows a 51m11ar approach to our analyses of 2014 (httD //kff.org/health-reform/issue-brief/an-

early-look-at-premiums-and-insurer-participation-in-health-insurance-marketplaces-2014-2/), 2015

http://kff.org/health-reform/issue-brief/analysis-of-2015-premium-changes-in-the-affordable-care-acts-

health-insurance-marketplaces/), and 2016 (http:/kff.org/health-reform/issue-brief/analysis-0f-2016-
premium-changes-and-insurer-participation-in-the-affordable-care-acts-health-insurance-marketplaces/)
marketplace premiums. The two lowest-cost silver plans are significant because they
are the most common plan choices (https://aspe.hhs.gov/sites/default/files/pdf/135461/2016%
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20Marketplace%20Premium%20Landscape%20Issue%20Brief%2010-30-15%20FINAL.pdf) in the
marketplaces, and the second lowest-cost plan is the benchmark used to calculate

government premium subsidies.

While we cannot generalize to all states until more data become available later this
year, in most of these population centers, the costs for the lowest and second-lowest
silver plans are, in fact, increasing faster in 2017 than they have in previous years.
Based on insurer rate requests, the cost of the second-lowest silver plan in these cities
will increase by a weighted average of 9% in 2017. Last year, premiums for the second-
lowest silver plans in these areas increased 2% following review by state insurance
departments. There is substantial variation across markets, with premium changes for
second-lowest silver plans ranging from a drop of 13% to an increase of 25%. Premium
for 2017 are still preliminary and could be raised or lowered through these states’ rate
review processes.

We also find that some states will have fewer insurers participating in 2017 than
participated in 2016. On average across these 17 marketplaces, participation is down
from 2016 but similar to that of 2014. In the 17 marketplaces included in this analysis, "
states will see insurer participation remain steady or increase, while the other 10 states
will see a drop in the number of issuers, in many cases due to the withdrawal of
UnitedHealth.

Analyzing Marketplace Premium Changes

In preparation for open enrollment in 2017, insurers have filed premium requests with
state insurance departments. States vary in whether and when they release those
filings. In this analysis, we analyze premium data from all 16 states and the District of
Columbia where either public insurer filings include all of the information necessary tc
calculate the premium for a 40-year-old living in specific part of the state, or, where the
state has made similar information public in some other format such as rate tables or
search tools. Other states have released summary information, but not sufficient detail
to identify the two lowest-cost silver plans.

We examine premiums in a rating area that includes a major city in each state.
Premiums vary significantly within states, with the rating area being the smallest
geographic unit by which insurers are allowed to vary rates. For each rating area, we
look at premiums for the two lowest-cost silver plans. We focus on silver plans because

they are the basis for federal premlum SubSIdles—éh-t-t-pqﬁﬂeﬁ;e%gﬁhea-k-h—Pderﬁss&e—

insurance-marketplaces/view/footnotes/#footnote-194410-1) and because these are the plans that
most marketplace enrollees (http:/kff.org/health-reform/state-indicator/marketplace-plan-
selections-by-metal-level)) (68%) tend to choose. These cities represent major population
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centers in each state; premiums and insurer participation may be different in rural
areas. These premiums are still preliminary and subject to review by the state or
federal government.

CHANGES IN THE LOWEST-COST SILVER PLANS

Across the 17 cities we examined, the premium for the lowest-cost silver plan is
increasing by a weighted average of 9% in 2017, though changes vary geographically
ranging from a decrease of 14% in Providence, Rhode Island, to an increase of 27% in
Nashville, Tennessee.

Figure 1
Lowest-Cost Silver Premium Percent Change from Previous Year
Lowest-cost silver plan change, in a major city in 16 states and the District of Colurmbia, where 2017 data are available
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Source:; Kaiser Family Foundation analysis of 2017 insurer rate filings to state regulators
MNotes: Rates are not yet final and subject to review by the state. Premium changes are representative of the rating area that
contains the major city.

Figure 1: Lowest-Cost Silver Premium Percent Change from Previous Year

From the creation of the exchange markets in 2014 to 2017, the lowest-cost silver
premium will have increased an average of 7% per year across these 17 areas, if 2017
proposed rates are not changed through the review process. Average annual growth in
the lowest-cost silver plan in these cities ranges from a decrease of 6% per year in
Indianapolis, Providence, and Seattle, to an increase of 23% in Nashville, Tennessee.
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Table 1: Monthly Lowest-Cost Silver Premiums for a 40 Year Old Non-Smoker (Before Tax Credits)

Major City 2016-2017 %  2015-2016 % Average Annual Chang:
State (Rating Area #) 2017 2016 Change Change 2014-2017

California Los Angeles (15) $251 $243 3% 5% 49
Colorado Denver (3) $304  $266 14% 29% 79
Connecticut Hartford (2) $358 $316 13% -1% 49
DC Washington (1) $275  $228 21% -4% 59
Indiana Indianapolis (10) $284  $286 -1% -10% -69
Maine Portland (1) $307 $285 8% 4% 39
Maryland Baltimore (1) $267 $243 10% 8% 89
Michigan Detroit (1) $233 $210 11% -4% 79
Nevada Las Vegas (1) $279  $256 9% 8% 69
New Mexico Albuquerque (1) $192 $181 6% 8% 19
New York New York City (4) $425 $366 16% 2% 69
Oregon Portland (1) $302 $240 26% 13% 169
Rhode Island Providence (1) $224  $259 -14% 6% -69
Tennessee Nashville (4) $333  $262 27% 19% 239
Vermont Burlington (1) $482  $465 4% 9% 79
Virginia Richmond (7) $296 $264 12% 9% 99
Washington Seattle (1) $232 $224 4% -5% -69
Weighted Average $281  $257 9% 5% 79

SOURCE: Kaiser Family Foundation analysis of 2017 insurer rate filings to state regulators.
NOTE: Rates are not yet final and subject to review by the state. Premium changes are representative of the rating area
that contains the major city.

CHANGES IN THE SECOND-LOWEST SILVER PLANS

Similar patterns can be seen for the second-lowest silver plan in each city. Before
accounting for any tax credit that subsidizes premiums for low and middle income
people, the premium for the second-lowest silver plan is increasing by a weighted
average of 9% from 2016. By contrast, the average change in the second-lowest silver
plan in these cities was 2% from 2015 to 2016.

Second-lowest silver plan premium changes in 2017 vary significantly across these
cities, ranging from a decrease of 13% in Providence, Rhode Island, to an increase of
25% in Nashville, Tennessee. Since 2014, premiums in these cities have increased an
average of 3% per year, ranging from an average annual decrease of 8% in Providence,
Rhode Island, to an average annual increase of 23% in Nashville, Tennessee.
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Figure 2
Second-Lowest Silver Premium Percent Change from Previous Year
Second-lowest priced silver plan change, in a major city in 16 states and the District of Columbia, where 2007 data are available
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MNotes: Rates are not yet final and subject to review by the state. Premium changes are representative of the rating area that
contains the major city.

Figure 2: Second-Lowest Silver Premium Percent Change from Previous Year

These premium changes do not reflect what marketplace enrollees receiving premium
tax credits will actually pay. Most marketplace enrollees receive premium tax credits,
which means that they do not actually pay the entire premium but make a contributior
based on a percentage of their incomes and family sizes to enroll in the second-lowest
silver plan.

In 2016, a 40-year-old single enrollee making $30,000 per year would have paid about
$208 per month in most areas of the country, and a similar person would pay
approximately the same in 2017. (Although premium caps are increasing for 2017, the
poverty guidelines are also changing such that a single person making $30,000 will be &
a slightly lower percent of poverty than he or she would be this year. These two
changes in effect cancel each other out, leaving monthly payments for the benchmark
plan very similar from year-to-year.) However, in order to take advantage of this
stability in premium payments, enrollees may need to switch plans to the new
benchmark silver plan.
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Table 2: Monthly Second-Lowest Silver Premiums for a 40-Year-Old Non-Smoker (Before Tax Credits)

Major City (Rating 2016-2017 %  2015-2016 % Average Annual Chang
State Area #) 2017 2016 " cpange Change 2014-2017

California Los Angeles (15) $258  $245 5% -5% 09
Colorado Denver (3) $305 $278 10% 32% 79
Connecticut Hartford (2) $359 $318 13% -1% 39
DC Washington (1) $282  $243 16% 1% 59
Indiana Indianapolis (10) $287 $298 -4% -9% -69
Maine Portland (1) $323 $288 12% 2% 39
Maryland Baltimore (1) $287 $249 15% 6% 89
Michigan Detroit (1) $237  $226 5% -2% 29
Nevada Las Vegas (1) $287  $261 10% 9% 69
New Mexico Albuquerque (1) $193 $186 4% 9% 09
New York New York City (4) $426  $369 16% -1% 39
Oregon Portland (1) $308  $261 18% 23% 159
Rhode Island Providence (1) $229  $263 -13% 1% -89
Tennessee Nashville (4) $350  $281 25% 23% 239
Vermont Burlington (1) $493  $468 5% 7% 69
Virginia Richmond (7) $302 $276 9% 6% 69
Washington Seattle (1) $240  $227 6% -10% -59
Weighted Average $288  $265 9% 2% 39

SOURCE: Kaiser Family Foundation analysis of 2017 insurer rate filings to state regulators.
NOTE: Rates are not yet final and subject to review by the state. Premium changes are representative of the rating area
that contains the major city.

ACTIVE RENEWAL AND PREMIUM CHANGES

As was the case last year, the insurers that had the lowest premiums in 2016 are often
no longer one of the two lowest-cost silver plans in 2017. This underscores the
importance of enrollees actively shopping each open enrollment period. For example,
in Providence, Rhode Island, Blue Cross Blue Shield (BCBS) of Rhode Island offered the
second-lowest silver plan in 2016 at a premium of $263 per month for a single 40 year-
old before taking a tax credit into account. BCBS is increasing this plan’s rate to $272
per month for 2017, but another insurer, Neighborhood Health Plan, is offering a few
lower-cost silver options — the lowest for $224 per month and the second-lowest for
$229. An unsubsidized person enrolled in the 2016 second-lowest silver plan offered by
BCBS would see a premium increase of about 4% if she stayed in the same plan.
Conversely, if she switched to the new second-lowest silver plan offered by
Neighborhood, her premium would drop 13% (before accounting for the relatively
small effect aging up a year would have on her premiums).
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The effect of changes in the benchmark premium relative to other plans is magnified
for subsidized enrollees because the tax credit is tied to the premium for the second-
lowest silver plan in a given year. If the same 40 year-old in the example above makes
$30,000, she would be paying $208 per month in 2016 for the benchmark plan (offered
by BCBS) and the federal government covers the rest through a tax credit. In 2017, if sh
switches to the new benchmark (offered by Neighborhood), she would continue to pay
about $208 per month (assuming she continues to have the same income and family
size in 2016). However, if she stayed in the BCBS plan, she would have to pay that
amount plus the premium difference between the Neighborhood and BCBS plans, or a
total of approximately $250 (an increase of about 20%, before accounting for a
relatively small effect of aging one year and before accounting for any amount
attributable to non-essential health benefits that may be covered by either plan). To
keep her lower premium, she has to be willing to switch plans.

Experience in this market suggests that a sizable share of people enrolling in 2017 will
actively shop for coverage. A research brief
(https://aspe.hhs.gov/sites/default/files/pdf/198636/MarketplaceRate.pdf) by the HHS Office of the
Assistant Secretary for Planning and Evaluation (ASPE) found that about two-thirds of
Healthcare.gov enrollees actively shopped in 2016, including 43% of renewing enrollee
and all new shoppers. While several reports of premium increases had suggested that
premiums would increase in the double digits in 2016, the ASPE analysis found that,
after accounting for shopping, marketplace premiums increased 8% before subsidies.
For enrollees receiving a subsidy, the increase in the amount they paid was 4% on
average.
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Table 3: Changes in Insurers Offering the Lowest-Cost Silver Products

Is the insurer that offered the Is the insurer that offered the

State Major City (Rating Iow_est-cos_t silver plan in 2016 2 Io_west-cgst silver plan in 2016
Area #) still offering one of the two still offering one of the two

lowest-cost silver plans in 2017? lowest-cost silver plans in 2017?
California Los Angeles (15) No N«
Colorado Denver (3) Yes N
Connecticut Hartford (2) Yes Ye
DC Washington (1) Yes Ye
Indiana Indianapolis (10) No Ye
Maine Portland (1) No Ye
Maryland Baltimore (1) No N«
Michigan Detroit (1) No N«
Nevada Las Vegas (1) Yes Ye
New Mexico Albuquerque (1) Yes N¢
New York New York City (4) No N«
Oregon Portland (1) No Ye
Rhode Island Providence (1) Yes N
Tennessee Nashville (4) Yes Ye
Vermont Burlington (1) Yes Ye
Virginia Richmond (7) No N«
Washington Seattle (1) Yes Ye
Total 9 Yes, 8 No 9 Yes, 8 N«

SOURCE: Kaiser Family Foundation analysis of 2017 insurer rate filings to state regulators.
NOTE: Rates are not yet final and subject to review by the state. Premium changes are representative of the rating area
that contains the major city.

In addition to switching plans, enrollees may also have to switch insurance companies
in order to avoid a significant premium increase, which could involve changing doctor:
as well. In 8 out of 17 cities we examined, an insurer offering the lowest-cost silver plar
in 2016 is no longer offering one of the two lowest-cost silver plans in 2017. Similarly,
in 8 out of the 17 cities we examined, an insurer offering the second-lowest silver plan
in 2016 is no longer offering one of the two lowest-cost silver plans in 2017. Allin all, a
least one of the low-cost insurers from 2016 will no longer be a low-cost insurer in 2017
in 11 out of the 17 marketplaces.

Changes in Insurer Participation
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The number of insurers participating in these states’ marketplaces ranges from 2 in
Vermont, Connecticut, DC, and Rhode Island, to 15 in New York. On average, 5.8
insurers (grouped by parent company) will offer coverage in these 17 states in 2017,
which is less than the average participation in 2015 and 2016 (an average of 6.9 and 6.5
respectively), and slightly less than the number that participated in 2014 (5.9 on
average).

Ten states will see a drop in insurer participation, most often resulting at least in part
from UnitedHealth’s broad exit from the individual market in most states. Two states
(Maine and Virginia) will see an increase in insurer participation, and the remaining 4
states plus the District of Columbia will have the same number of insurers participating
in 2017 asin 2016. All insurers may not participate statewide, and rural areas in
particular tend to have fewer insurers.

Table 4: Number of Insurers, Grouped by Parent Company, Participating in Marketplaces, 2014-2017

State 2014 2015 2016 2017
California 11 10 12 1
Colorado 10 10 8
Connecticut 3 4 4
DC 3 3 2
Indiana 4 8 7 (
Maine 2 3 3 ‘
Maryland 4 5 5 ‘
Michigan 9 13 11 1
Nevada 4 5 3
New Mexico 4 5 4 ‘
New York 16 16 15 1!
Oregon 11 10 10
Rhode Island 2 3 3
Tennessee 4 5 4
Vermont 2 2 2
Virginia 5 6 7 {
Washington 7 10 10 {
Average 5.9 6.9 6.5 5.8

SOURCE: Kaiser Family Foundation analysis of 2017 insurer rate filings to state regulators.
NOTE: Filings are not yet final and subject to review by the state.
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In some marketplaces, there will be both entrants and exits. In Colorado, for example,
UnitedHealth and Humana are exiting, while a new insurer, Bright Health Plan, is
entering. Similarly, in Indiana, UnitedHealth and a local insurer are exiting, while
Aetna is entering in 2017. In total, 6 of the 17 marketplaces will have new entrants in
2017. Oregon will experience the largest drop in insurer participation —losing 3 on net.
Even so, Oregon will have 7 insurers, which is higher than average.

Discussion

Recent reports of substantial increases from some insurers have led to concerns
regarding the stability of the ACA’s marketplaces. There is reason to believe
(http:/kff.org/private-insurance/perspective/what-to-look-for-in-2017-aca-marketplace-premium-
changes/) that premium increases in the ACA’s marketplaces will be higher in 2017 than
in recent years. However, anecdotal examples of premium hikes or averages across
insurers can provide a skewed picture of the increases marketplace enrollees will
actually face. As noted above, about 8 in 10 marketplace enrollees are receiving
government premium subsidies, and these enrollees are protected from an increase in
premiums if they continue to be enrolled in a low-cost plan. Regardless of tax credit
eligibility, most enrollees have multiple plans from which to choose and can often save
money on their premium by switching to a lower-cost plan. Experience has shown that
many enrollees are willing to switch plans
(https://aspe.hhs.gov/sites/default/files/pdf/172176/2016HealthInsurance.pdf) to avoid a premium
increase, even though this might mean changing insurers and potentially doctors as
well.

Given this high rate of plan switching — and the jockeying by insurers to be one of the
lower-cost options - it is instructive to look at how premiums for the two lowest-cost
silver plans are changing. Our analysis of premiums in major cities in the 16 states and
DC where more complete information is available finds that the premium changes for
the two lowest-cost silver plans — which the bulk of enrollees tend to purchase — vary
substantially across the country, ranging from a decrease of 14% to an increase of 27%
for the lowest-cost silver plan. On average, proposed premiums for the second-lowest
silver plan in these cities are increasing by 9%, up from 2% in 2016.

Another recent concern over the viability of the exchange market has stemmed from
the news that UnitedHealth would exXit (http:/kff.org/health-reform/issue-brief/analysis-of-
unitedhealth-groups-premiums-and-participation-in-aca-marketplaces/) all but a handful of the 34
states where it had participated. However, in earnings calls
(http:/www.commonwealthfund.org/publications/blog/2016/jun/beyond-unitedhealthcare-how-insurers-
faring-on-marketplaces), other large insurers have expressed more confidence
(https://mewsatjama.jama.com/2016/04/26/jama-forum-reports-of-obamacares-demise-are-greatly-
exaggerated/) in the exchange markets, with some planning expansion into new markets.
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On average, across the 17 marketplaces where we analyzed premium data, insurer
participation in 2017 will be lower than in 2016. Often the decrease in insurer
participation in 2017 is resulting from the exit of UnitedHealth. In all of these states,
there are multiple insurers continuing to offer coverage. A remaining question, thougt
is how insurer participation will vary geographically, and particularly in rural areas
where a number of counties may be at risk of having just one insurer (http:/kff.org/health-
reform/slide/following-withdrawals-by-some-marketplace-insurers-more-counties-could-have-one-

exchange-insurer-in-2017/).

Premiums that are reviewed by states or the federal government and made final for
2017 marketplace plans will become available for these and other states over the next
few months, with complete information for all 50 states and the District of Columbia
typically becoming public shortly before open enrollment, which begins November 1,
2016.

Methods

Data were collected from health insurer rate filings submitted to state regulators. Thes¢
submissions are publicly available for the states we analyzed. Most rate information is
available in the form of a SERFF (System for Electronic Rate and Form Filing) filing,
which includes a base rate and other factors that build up to an individual rate. In
states where filings were unavailable, we gathered data from tables released by state
insurance departments. Filings are still preliminary. All premiums in this analysis are
at the rating area level, and some plans may not be available in all cities or counties
within the rating area. Rating areas are typically groups of neighboring counties, so a
major city in the area was chosen for identification purposes. Weighted averages are
weighted by marketplace enrollment in the state in 2016.

In some cases, the plan that has the second-lowest full-priced silver premium is not the
benchmark because two or more other plans may have lower premiums when
accounting for the portion of the premium that is attributable to non-essential health
benefits. Because this information is not consistently available in these states, we
present the second-lowest full-priced silver plan and note that it may or may not indeec
be the benchmark used for subsidy calculation.
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