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Executive Overview

Request

The Commonwealth of Pennsylvanidarough itdnsurance Departmergubmits this 1332 State
Innovation Waiver request the Center for Medicare and Medicaid Services (CMS), a division
of the United States Department of Health and Human Services (ldhtihe Department of

the Treasury.This request seeks waiver ®&cton 1312(c)(1) under Section 1332 of the
Affordable Care Act (ACA) for a period aip tofive years beginning in th2021 plan year to
develop a state reinsurance progrdims waiver will not affect any other provision thie ACA

but will result in a lower marketide index ratetherebylowering grosspremiums(i.e., prior to

the application of federal premium tax credftym what they would have been without the
programandreducingthefederalcostof the premium tax cred#(PTCs).

Bags for Request and Goal of Reinsurance Program

Pennsylvaniads individual mar ket for health i
new insurers to the market and service area expansions of existing insurers. But a stable

market does not necessarily mean an affordable market, and Pennsylvaseamas

individual market rates rise in recent years. In particular, Pennsylvanians who are not eligible

for financial assistance made available by the ACA are finding the full cost of premiums to

be high and, for some, unaffordable.

The creation of a state reinsurance program thr@aufjB32waiverwill further strengthen
Pennsylvania sdividual health insurance marketrough statébased innovatiorBy
reimbursinginsures for highcostclaims, the reinsurance program will spreak acrosshe
broaderPennsylvanidnealth insurance markdaherebylowering grosspremiumsand
increasing access to affordable private coverdge progranis also expected tencourage
insurers to maintaiand possibly expad geographicoverage area$t may also assist the
Commonwealthn attractng additionalcarriers to the state.

Operation, Funding, and Impact of thePennsylvaniaReinsuranceProgram

Act 42 of 2019 signed into law oduly 2, 2019 establishea reinsurance prograio be
administered byhe Pennsylvania Insurance Departmdital funding forthereinsurance
programfor 2021is estimatedo beapproximately$139,300,000Under Act 42, he program
may be funded throughserfees from thd?ennsylvania Health Insurance Exchanigederal
funding, and other available sourcd® Pa. C.S. 89502(b)(2); see also 40 Pa. C.S.
89305(b)(4) (5).40 Pa. C.S. 8502makesthe operation of theeinsurance program
contingent orthis waiverrequest.Through ths waiver requestennsylvaniseeksederal
passthroughfunds to partially offsetstate expenditures



Thereinsurance programill reimbur® qualifying individual health insurers for a
percentage oidividual claims between an attachment point and a bm@021, the program
will likely reimburse60 percentof claims between the attachment point amdestimated
$100,000cap.ThePennsylvania Insurance Departmeiill determine and adophe program
parametersind publish them in accord with the enabling legislation. 40 Pa. C.S. §9664
Pennsylvania Insurance Departmestimates that theeinsurance program, as part of the
waiver proposalwill result in an averagelecreaséo gross premiumacross rating areas
equal to4.6 percentin 2021andin future years in whiclhe program is expected to be in
place,when compared against projectgabsspremiums without th@rogram (See Table 1
below)

Compliance with Section 1332

Pennsylvania@ s wa i v e r ,will reducegrpsgpremiune dnd increase affordabildf
health insurance iRennsylvania mdividual ACA health insurance market.is estimate that,

as a resultenroliment in the individuaACA marketwill increase by approximately.5 percent

in 20210.5and in future years in whidhe program is expected to be in plasaen compared
to enrollment levels without the progra(Bee Tabl& below.) The waiver will notimpact the
comprehensiveness of coverag®annsylvanigexceptinsofar as individuals with coverage
have more comprehensive coverage than those withbetwaiver will have no material impact
on premiums, comprehensiveness, or emrelit in group coverag® public programsThe
reduction in individuaACA health insurancgrosspremiums, includingrosspremiums for the
secondowestcost silver plas offered through the Pennsylvania Marketplace (SLOSIR)
reducenetfederalspendingon PTCsn eachof thefive yeais the waivers expected to ba
place.The state requests federal pts®ugh fundingor each yeaequal tothe amount othe
federal savings PTCs (See Table ®elow.) Accordingly, the waiver will nbincrease the
federal deficit in any year of the waivém. addition, the waiver will advance several of the
principles described in the section 1332 guidance released in October 2018, including expanding
access to private coverage and supporting and werpw those in need.



21-Year-Old, Non-Tobacco User

Table 1

Estimated Second Lowest Cost Silver ACA Premium Rate by Rating Area

Baseline
Rating Area 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 $292 5306 $327 $350 5375 5401 $429 5459 $491 5526 5562
2 $378 5397 $424 5454 5486 5520 3556 5595 $637 5631 5729
3 $367 5382 $409 5438 5468 $601 $536 5574 5614 5657 5703
4 $273 5286 $306 5327 5350 5375 $401 5429 5459 5491 5525
5 $320 5335 $359 5384 311 5440 3470 5503 $538 5576 5616
6 $435 5454 $485 5519 5556 5594 3636 5681 $723 5779 5834
7 $440 5458 $490 5524 $561 $600 $642 5687 $735 5786 5841
8 $361 5379 $406 5434 $465 5497 $532 5569 $609 5652 5697
9 3410 5426 $456 5488 5522 5558 3598 5639 5684 5732 5783
Waiver
Rating Area 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 $292 5292 $312 5334 $358 5383 $409 5438 $469 $502 5537
2 $378 5378 $405 5433 5464 5496 $531 5568 5603 5650 5696
3 5367 5363 5388 5416 5445 5476 3509 5545 5583 5624 5667
4 $273 $272 $292 5312 $334 357 $382 5409 $438 5468 5501
5 $320 5320 $342 5366 $392 5419 $449 5480 $514 5550 5588
6 $435 5427 457 5489 5523 5659 $598 5640 5685 5733 5784
7 $440 5429 $459 5491 5526 $h62 $602 5644 5689 5737 5789
8 $361 5366 $391 5419 5448 5479 $513 5549 $587 5628 5672
9 $410 5399 427 5457 5489 5523 $559 5598 $640 5685 5733
% Difference in Second Lowest Cost Silver Plan Premium PMPM - Baseline to Waiver
Rating Area 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 0.0% -4.6% -4.6% -4.6% -4 6% -4 6% -4 6% -4 6% -4 6% -4 6% -4 6%
2 0.0% -4.6% -4.6% -4.6% -4 6% -4 6% -4 6% -4 6% -4 6% -4 6% -4 6%
3 0.0% -5.0% -5.0% -5.0% -5.0% -5.0% -5.0% -5.0% -5.0% -5.0% -5.0%
4 0.0% -4.6% -4 6% -4.6% -4 6% -4 6% -4 6% -4 6% 4 6% -4 6% -4 6%
5 0.0% -4.6% -4 6% -4 6% -4 6% -4 6% -4 6% -4 6% -4 6% -4 6% -4 6%
6 0.0% -5.9% -5.9% -5.9% -5.9% -5.9% -5.9% -5.9% -5.9% -5.9% -5.9%
7 0.0% 65.2% -6.2% -6.2% 6.2% -6.2% -5.2% -6.2% 6.2% -6.2% -6.2%
g 0.0% -3.6% -3.6% -3.6% -3.6% -3.6% -3.6% -3.6% -3.6% -3.6% -3.6%
9 0.0% -65.4% -6.4% -6.4% -6.4% -6.4% -5.4% -6.4% 6.4% -6.4% -6.4%

Note: Values shown have been rounded to the nearest dollar



Table 2

Summary of Average Individual ACA Market Enrollment by Age

Baseline
Age Range 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
0-18 37,200 39,000 39,000 39,000 39,100 39,100 39,100 39,100 39,100 39,200 39,200
18-25 35,000 35,200 35,200 35,300 35,300 35,300 35,300 35,300 35,300 35,400 35,400
26-34 61,000 51,900 62,000 62,000 62,000 52,100 62,100 62,100 62,100 62,200 652,200
35-44 52,700 53,500 53,500 53,500 53,500 53,600 53,600 53,600 53,600 53,700 53,700
45-54 75,900 76,300 76,300 76,300 76,400 76,400 76,500 76,500 76,500 76,600 76,600
55+ 144,400 145,700 145,800 145,900 145900 146,000 146,100 146,200 145,200 146,300 146,400
Total ACA 406,300 411,600 411,800 412,000 412,200 412,400 412,600 412,800 413,000 413,200 413,400
Waiver
Age Range 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
0-18 37,200 39,900 39,900 39,900 39,900 39,900 40,000 40,000 40,000 40,000 40,000
18-25 35,000 35,200 35,200 35,200 35,200 35,200 35,300 35,300 35,300 35,300 35,300
26-34 61,000 62,200 62,300 62,300 62,300 62,400 62,400 62,400 62,400 62,500 62,500
35-44 52,700 53,900 53,900 54,000 54,000 54,000 54,000 54,100 54,100 54,100 54,100
45-54 75,900 76,400 76,400 76,400 76,500 76,500 76,600 76,600 76,600 76,700 76,700
55+ 144,400 146,100 146,200 146,300 146300 145400 146,500 146,500 145,600 146,700 146,700
Total ACA 406,300 413,700 413,900 414,100 414,300 414,500 414,700 414,900 415100 415300 415,500
Change in Number of Enrollees - Baseline to Waiver
Age Range 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
0-18 0 900 900 900 900 500 900 900 900 900 500
18-25 0 0 0 0 0 0 0 0 0 -100 -100
26-34 0 300 300 300 300 300 300 300 300 300 300
35-44 0 500 500 500 500 500 500 500 500 500 500
45-54 0 100 100 100 100 100 100 100 100 100 100
55+ 0 400 400 400 400 400 400 400 400 400 400
Total ACA 0 2,000 2,000 2,000 2,100 2,100 2,100 2,100 2,100 2,100 2,100

Mote: Values shown have been rounded to the nearest hundred; the sum of values within each column may not be equal to the total value shown and

the change in the number of enrollees may not equal the difference between the baseline and waiver membership shown due to rounding.



Table 3

Impact of the Proposed Section 1332 Waiver on the Federal Deficit
(Amounts shown in millions, rounded to nearest hundred thousand)

A B C D A-B-C-D
Change in Change in
Shared Health
Change in Change in Responsibility Insurance Change in
Year PTCs User Fees Payments Provider Fees Federal Deficit
2020 $0.0 $0.0 $0.0 $0.0 $0.0
2021 -$95.1 $0.0 $0.0 $0.0 -$95.1
2022 -$101.8 $0.0 $0.0 $0.0 -$101.8
2023 -$109.0 $0.0 $0.0 $0.0 -$109.0
2024 -$116.7 $0.0 $0.0 $0.0 -$116.7
2025 -$124.9 $0.0 $0.0 $0.0 -$124.9
2026 -$133.7 $0.0 $0.0 $0.0 -$133.7
2027 -$143.1 $0.0 $0.0 $0.0 -$143.1
2028 -$153.2 $0.0 $0.0 $0.0 -$153.2
2029 -$163.9 $0.0 $0.0 $0.0 -$163.9
2030 -$175.5 $0.0 $0.0 $0.0 -$175.5

Mote: PTCs are considered expenditures for the federal government whereas Exchange User Fees, Shared Responsibility Payments, and Health
Insurance Providers Fees are considerad revenue sources for the federal government. Therefore, a reduction in PTCs will decrease the federal deficit
whereas a reduction in Exchange User Fees, Shared Responsibility Payments, or Health Insurance Provider Fees will increase the federal deficit.



Table 4

Summary of PTC Enrollment and PTC Payments

Baseline and Waiver Scenarios

Baseline Waiver Change

Total

PTC Avg PTC Total PTCs PTC Avg PTC Total PTCs PTCs

Year | Enrollment PMPM (millions) Enroliment PMPM (millions) | (millions)

2020 262,800 $479.4 $1,511.9 262,800 $479.4 $1,511.9 $0.0
2021 263,200 $501.4 $1,583.5 263,200 $471.3 $1,488.4 -$95.1
2022 263,300 $543.3 $1,716.7 263,300 $511.1 $1,614.9 -$101.8
2023 263,400 $588.3 $1,859.9 263,400 $553.9 $1,750.9 -$109.0
2024 263,600 $636.7 $2,013.8 263,600 $599.8 $1,897.1 -$116.7
2025 263,700 $688.7 $2,179.1 263,700 $649.2 $2,054.2 -$124.9
2026 263,800 $744.4 $2,356.7 263,800 $702.2 $2,223.0 -$133.7
2027 263,900 $804.3 $2,547 .4 263,900 $759.1 $2,404.4 -$143.1
2028 264,100 $868.6 $2,752.3 264,100 $820.2 $2,599.2 -$153.2
2029 264,200 $937.6 $2,972.3 264,200 $885.8 $2,808.3 -$163.9
2030 264,300 $1,011.6 $3,208 4 264,300 $956.2 $3,033.0 -$175.5

Motes:
1.
2.
3.

Enrollment volumes have been rounded to the nearest hundred and reflect average menthly enrollment levels
PMPM values have been rounded to the nearest ten cents

Total PTCs are in millions and have been rounded to the nearest hundred thousand



|. Pennsylvanial332 Waiver Request

As was the case across the country, Pennsyl va
significant changes since the ACA was implemented. As shown in Baibl¢he first three

years following the implementation of the ACA, insurers doing busindbe imdividual market

realized large underwriting losses, with the most significant of those losses occurring in 2015

and 2016. Foll owing those results, some insur
in 2017. While the individual market expereaa fluctuations since the implementation of the

major market reforms of the ACA, as noted in Téhl@ennsylvania has recently experienced

positive trends and noteworthy stabilization. In addition to some insurers reporting rate decreases
overthelastwo pl an years, Pennsylvaniads individual
insurersand has seeexisting insurers expand their service area

Table 5 z Individual Market Underwriting Gain/Loss (in thousands)

2014 2015 2016 2017 2018

Premium  $2,099,691 $2,576,875 $2,637,044 $3,077,400 $3,605,637

Gain/(Loss) ($180,850) ($441,406) ($288,114) $314,168 $594,948
G/L% of Premr

-8.6% -17.1% -10.9% 10.2% 16.5%

Sources: CMS MLR Reported Data (2014 through 2018)

Still of concern is the lack of affordability for all Pennsylvanians, particularly those who do not
receive subsi@s. The high points of enroliment preceded the Commonwealth implementing a
Medicaid expansion program, first through a Section 1115 demonstration waiver and later that

same year with a traditional ACA approach. A large average rate increase in the BOj&apla

and a second increase in 2018 caused fuei@iimentdeterioration. As shown in Tabfe
Pennsylvani@&stimats that the averaggrosspremium per member per month (PMPM) in

Pennsyl vaniaés individual ma r Kiedtfrorm20s4itomor e t ha
2018, from $289t$ 6 4 1. Meanwhi l e, total membership in
decreased almost to the level which existed prior to the ACA.

Table 6 zIndividual Market Member Months and Average Premium PMPM

2013 2014 2015 2016 2017 2018
Member Months 456,000 606,000 642,000 598,000 511,000 469,000
Premium PMPM $243 $289 $334 $368 $502 $641

Sources: CMS MLR Reported Data (2013 through 2018)

Pennsylvanigeeksvaiver of Section 1312(c)(1) under Section 1332 of the ACA for a pefiod
up to five yeardeginning in the2021plan year to develop a state reinsurance progfémough
the reinsurance program and associated market stabilization éffentssylvani@xpecsto see
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a continuation of reduced rates, increased enrollment, and continued downward pressure on rates
in the coming years. Pennsylvania believes that a reinsurance program is the rreffecios
mechanism to immediately push rates downwandparage enrollees to maintain coverage, and

to attract more enrollees into the market for the 2021 plan year.

Section 1312(c) (1) requires idal/l enroll ees in
individual market . . . to be members ofias g | e r This &pplipation tallsdor waivinthe

single risk pool requiremend the extent it would otherwise require excluding expected state
reinsurance payments when establishing the mavid index rateA lower index rate will

result in lover premiums foPennsylvania SLCSR resulting in a reduction in the overBITCs

that the federal governmeistobligated tgay for subsidyeligible consumeri Pennsylvania

The waiver does not require changesany other ACA provision

Without a reinsurance program, individéeCA health insurance premiums wilkless
affordablefor many Pennsylvanian€onsequently, moreennsylvaniaesidentsnaychoose or
be forced to go without health insuranadich couldfurtherdrive up gross pemiumsdue to
adverseselection and provider cost shiftirily implementing a reinsurance program,
Pennsylvaniavill reduce the potential fdurthermarket disruptionlower the cost of individual
ACA grosspremiums, and decreafederalsubsidyobligations

By mitigating highcost individual health insurance claims, teeasurance programill help to
stabilizePennsylvania@ s i ndi vi du a lgross@amiums more affdrdattak i the
program were not in plac&ablel above shows that,ithh the waiver and reinsurance program
in place individual ACA marketgrosspremiums, includingyrosspremiums for th&SLCSP are
expected to bé.6 percent loweron averagan 2021than they would be absent the waiver

This premium reduction will reduce federal PTC so$able7 shows that absent the waiver,
2021federal PTC spending Pennsylvaniavill be an estimate®1,583,500,000After factoring
in the waivertotal 2021federalPTC spending isstimatedo be$1,488,400,00@ savings of
$95,100,000Additionalsavings are estimated feach yeaof the10-year budgetwindow. (See
Table 8)

To est abl i reihsuranbeprogaPerinsyldaniaeeks federal pasbrough funds in
the amounbf the federakavings for PTE, subject to the cap imposed by the statutory deficit
neutrality requirement. Tablébelowshowsthat Pennsylvanieequests pasthrough funding of
$95,100,000n 2021



Table 7

Summary of PTC Enrollment and PTC Payments

Baseline and Waiver Scenarios

Baseline Waiver Change

Total

PTC Avg PTC Total PTCs PTC Avg PTC Total PTCs PTCs
Year | Enrollment PMPM (millions) Enrollment PMPM (millions) | (millions)
2020 262,800 $479.4 $1,511.9 262,800 $479.4 $1,511.9 $0.0
2021 263,200 $501.4 $1,683.5 263,200 $471.3 $1,488.4 -$95.1
2022 263,300 $543.3 $1,716.7 263,300 $511.1 $1,614.9 -$101.8
2023 263,400 $588.3 $1,859.9 263,400 $553.9 $1,750.9 -$109.0
2024 263,600 $636.7 $2,013.8 263,600 $599.8 $1,897.1 -$116.7
2025 263,700 $688.7 $2,179.1 263,700 $649.2 $2,054.2 -$124.9
2026 263,800 $744.4 $2,356.7 263,800 $702.2 $2,223.0 -$133.7
2027 263,900 $804.3 $2,547.4 263,900 $759.1 $2,404 .4 -$143.1
2028 264,100 $868.6 $2,752.3 264,100 $820.2 $2,599.2 -$1563.2
2029 264,200 $937.6 $2,972.3 264,200 $885.8 $2,808.3 -$163.9
2030 264,300 $1.011.6 $3,208.4 264,300 $956.2 $3,033.0 -$175.5

Motes:
1.
2.
3.

Enrollment volumes have been rounded to the nearest hundred and reflect average monthly enrollment levels
PMPM values have been rounded to the nearest ten cents

Total PTCs are in millions and have been rounded to the nearest hundred thousand
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Table 8

Ten Year Budget Period Projections

Detailed Summary of Individual ACA Market Projections - Baseline and Waiver Scenarios

Baseline
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Total Individual ACA Enrollment 406,300 411.600 411,800 412,000 412,200 412,400 412,600 412,800 413,000 413,200 413,400
ACA PTC Enrollment 262,800 263,200 263,300 263,400 263,600 263,700 263,800 263,900 264,100 264,200 264,300
ACA Non-PTC Enrollment 143,400 145,400 148,500 148,600 148,700 148,700 145,800 148,900 148,900 149,000 145,100
Aggregate ACA Premium (millions) $2,954 6 $3,093.8 $3,311.9 $3,6455 53,7954 $4,063.1 $4,349.5 54,656.2 $4,984.5 $5,336.0 §5,712.2
Average ACA Premium Rate PMPM 5606 $626 5670 717 5767 3821 $678 $940 $1,006 51,076 $1,151
Aggregate APTCs (millions) $1,583.0 51,657.9 51,7974 $1,9473 52,1084 $2,281.5 $2,467.5 $2,667.2 $2,881.7 $3.112.0 $3,359.2
Aggregate PTCs (millions) $1,511.9 $1,583.5 51.716.7 $1,859.9 $2,013.8 $2,179.1 $2,356.7 52,5474 $2,752.3 52,9723 $3,208.4
Average PTCs PMPM 5479 $501 5543 $588 5637 $689 $744 5804 $869 5938 $1,012
Waiver
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Total Individual ACA Enrocllment 406,300 413,700 413,900 414,100 414,300 414,500 414,700 414,900 415,100 415,300 415,500
ACA PTC Enrollment 262,800 263,200 263,300 263,400 263,600 263,700 263,800 263,900 264,100 264,200 264,300
ACA Non-PTC Enrollment 143.400 150,500 150,600 150,600 150,700 150,800 150,800 150,900 151,000 151,100 151,100
Aggregate ACA Premium (millions) $2,954 6 $2,976.5 53,186.4 $3.411.1 53.651.6 $3,909.0 $4,184.7 54.479.7 $4,795.6 55.133.7 $5,495.7
Average ACA Premium Rate PMPM 5608 $E00 5642 $686 5735 $786 $841 $500 $963 51,030 $1,102
Aggregate APTCs (millions) $1,5683.0 51,6583 $1,690.8 $1,8332 51,9863 $2,150.8 $2,327.5 52,5174 $2,721.3 52.940.3 $3,175.5
Aggregate PTCs (millions) 51,5119 $1,488.4 51,614.9 $1,750.9 51,8971 $2,054.2 $2,223.0 52,404 4 $2,599.2 52.808.3 $3,033.0
Average PTCs PMPM 5479 $471 5511 $554 5600 $649 $702 5759 $820 5886 $956
Change - Baseline Scenario to Waiver Scenario
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Total Individual ACA Enrollment 0 2,000 2,000 2,000 2,100 2,100 2,100 2,100 2,100 2,100 2,100
Total Individual ACA Enrollment (%) 0.0% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5%
Average ACA Premium Rate PMPM (%) 0.0% -4.3% -4.3% -4.3% 4.3% -4.3% -4.3% -4.3% -4.3% 4.3% -4.3%
Average PTCs PMPM (%) 0.0% -6.0% -5.9% -5.9% -5.8% -5.7% -5.7% -5.6% -5.6% -5.5% -5.5%
Demonstration of Deficit Neutrality Requirement (amounts shown in millions)
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Change in Total APTCs $0.0 -599.6 -5106.6 $114.1 -5122.1 -$130.7 -$139.9 -5149.8 -5160.4 51716 -$183.7
Change in Total PTCs $0.0 -595.1 -5101.8 -$109.0 -5116.7 -5124.9 51337 -514341 -5153.2 -5163.9 -5175.5
Change in Other (e.g., User Fees) $0.0 $0.0 50.0 $0.0 50.0 50.0 $0.0 500 $0.0 $0.0 $0.0
Net Savings to Federal Government $0.0 -$95.1 -$101.8 -$109.0 -5116.7 -$124.9 51337 -5143.1 -$153.2 -$163.9 -$175.5
Projected Reinsurance Program Cost and Funding Levels
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Cost of Reinsurance Program (millions) $0.0 $139.3 5149.2 $159.7 $170.9 5183.0 $195.9 5209.7 $2245 $240.3 52573
Federal Pass Through Funding (millions) $0.0 $95.1 $101.8 $109.0 $116.7 51249 $133.7 5143.1 $153.2 $163.9 51755
State Funding [millions) $0.0 5442 $47.4 $50.7 5543 $58.1 $62.2 $66.6 $71.3 576.4 $81.8
Notes:
1. Enroliment volumes have been rounded to the nearest hundred and reflect average monthly enroliment levels
2. Aggregate values are in millions and have been rounded to the nearest hundred thousand
3. PMPM values have been rounded to the nearest whole dollar
4. Average ACA premium rate change shown is not equal to 4.6% due to differences in member mix (e.g., demographics, plan mix) between the baseline and waiver scenarios
5. The ratio of PTCs to APTCs is assumed to be 0.955.
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II. Compliance with Section 1332 Guardrails

A. Scope of Coverag®equirement (1332(b)(1)(C)):

As previously noted, thevaiverwill reduce the cost of coverage in the individA&lA market.
The lower cost of coverage will allow mdeennsylvaniaesidentdo purchase or maintain
coverage in the individu@#CA market tharwithoutthe waiver Asindicated inTable2, in
whichthe program is expected to be in place, when compared to gross premiums without the
program Becausdederal PTC costare tied to th&LCSR these lower premiums will result in
lower federalspending net ofevenues in each year of the waiv@ombining theséactors the
waiver will produce netederalsavingsof about$95,100,000n 2021andadditionalamounts in
later yearsPennsylvaniaequests pasthrough fundsn each yeaequal totheexpectedTC
savingsand not to exceed nekpected savings under the waives shown in Tablé® for
selected time periods aimlAttachment for each yeargranting passhrough funding in these
amounts willnotresult in the waiver increasing the federal deficit in any yaaar the 5 years of
the waiver, or over a 1@ear budget window.

Table 9
Impact to Federal Deficit SavingSbsts Selected Time Periods
Category of Impact 2021 2021-2025 2021-2030
Savings ifPTC $95.1 $547.5 $1,316.9
RequestedPassthrough funds $95.1 $547.5 $1,316.9
Total Impact on Federal Deficit $0.0 $0.0 $0.0

lll. Description of the Pennsylvanial332Waiver Proposal

A. Authorizing Legislation

Act 42 of 2019 which establishes theeinsurance prograand giveghe Pennsylvania
Insurance Departmettie authority to implement a 1332 waiyeras signed into law by
PennsylvanigGov. Tom Wolfon July 2, 2019The goal ofthe reinsurance program undkst 42
of 2019is to stabilize premiums for healitisurancen theindividual marketand provide greater
financial certainty to healtimsurers and healtihsurance consumers.

Act 42 of 2019equiresthe Pennsylvania Insurance Departmafter consultation with the
insurers then currently participating in thelkangeto determine an@doptreinsurance
parametersincluding the reinsurance program attachment point, coinsurance rate aetesur

L A copy ofAct 42 of 2019s included with this waiver applicatipis marked as Attachmentahd available here:
https://www.legis.state.pa.us/CFDOCS/Legis/PN/Public/btCheck.cfm?txtType=PDF&sessYr=2019&sessInd=0&bil
IBody=H&billTyp=B&bilINbr=0003&pn=2211.
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cap, and paymemirocessesSee 40 Pa.C.S. §9504(#j.is not anticipated that regulations will
bepromulgated to govern this procesE)elaw alsogivesthe Pennsylvania Insurance
Departmenthe authority tapply for a federal waiver to carry out the reinsurance program.

Thereinsurance programill reimbursequalifiedindividual health insurers for a proportion
(coinsurance amount) of higiost enrollee claims between a lower bound (attachment point) and
an upper bound (capyor 2021, Pennsylvanias likely to set the reinsurance ca$a00,000the
coinsuranceateat 60% and the attachment poiat$60,000 suchthatthetotal estimated
reinsuranc@aymentsnatch the funding availablé. 2021experience is worse than expected

and the funding is not sufficierennsylvaniavill calculate and make payments on a pro rata
basis If the 2021 experience is better than expectédnnsylvaniavill retain the funds in reserve

for future payouts.

Act 42 of 2019alsocreategshe Pennsylvania Health Insurance Exchafgthority, with one

duty being to assess and collect feesupport the reinsurance progrédee40 Pa. C.S.
9305(b)(4),(5).Act 42 contemplates that the Exchange Authority digburse receipted fees to
benefit the reinsurance program (see §9305(b)(5)) and the Reinsurance Program will receive that
funding (see 9503(2)(i)). If any process documentation is found to be necessary, it will be
executed.

The process contemplated bytA@ is that the Exchange Authority will collecB% User Fee

(User Fee Revenue) from the insurers and deposited infouhte h o Fund morithdy. (The

A u t h o Fundisyestablished under 89312.) The anBxahange Authoritypudget, which
determineshie Exchange Expenses, is anticipated to be completed and approved each August.
Fundsnet of User Fee Revenue less Exchange Expevildee transferred to thReinsurance

Fund (established under §9510). The Reinsurance Fund also includes the Freesidiatough

Funds designated for Pennsylvania. The funds
i mpl ement and operate the reinsurance program
eligible insurers under t hEusHbefumsfarRaenswaacepr ogr

Payments will be theunds transferred from the Exchange Authority IRegsurance
Administration Expenses, plus the Federal Pdg®ugh Funds.

Under 89510(c)(2), Pennsylvania will first exhaust the Federal HassighFunds to make
Reinsurance Payments, then will use the remainder of the Reinsurance Fund to cover any
remaining Reinsurance Payments. Pennsylvania intends to use conservative reinsurance program
estimates, which could result in a balance being retaine@ iReéinsurance Fund account. The
Reinsurance Fund is a nonlapsing fund. (89510(e)(1))

The amounts due each insurer will be produced by the CMS Edge Reinsurance system by
calculating reinsurance payments from the claims data received by the insurees and th
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reinsurance parameters set by the Pennsylvania Insurance Department. If the funds in the
Reinsurance Fund are not sufficient to make Reinsurance Payments in the amounts calculated to
be due each insurer, paymewifi be recalculated and made on a pta tzasis.

(89510(c)(1)(ii)) That is, the amount calculated to be due each insurer will be quantified as a
percentage of the total amount due all insyransl he amount of available funds will be divided

by those percentages to determine the amount f@j@bach insurer. Those calculated amounts

will be transmitted to the Pennsylvania Treasury for issuance of payment.

B. Federal PassThrough Funding

Thewaiveris designed to improvieennsylvania e s i @caeeasg te ajfordable and

comprehensive coveragehe goal of the reinsurance prograns t o fAst abi |l i z[ e]
premiums for health insurance policies in the individual market and provid[e] greater financial
certainty to consumers of h&€®l85902(b)lmdsingrs@a nc e o
the reinsurance prograwill incentivize individuas to join or remain in thendividual market,
encouragensurerparticipation, and reduce overall instability.

Because the amowsdf PTCs available for eligible consumeasetied to theSLCSR thewaiver
will reducenetfederal expendituredue to PTG. Through this waiver reques?ennsylvania
seeks thamount othesefederal savings, net of other cotttat result fronthewaiver.
Pennsylvaniavill usethese funds tbelpfundthe reinsurance program.

IVV. Draft Waiver Implementation Timeline

The Pennsylvania Insurance Departmeititbe responsible fomplemening thereinsurance
program The Pennsylvania InsuranBepartmentvill determine and adopt reinsurance terms,
establish requirements for submission of claims,@odulgateaegulations as may be necessary
and appropriate to operate the prograie Pennsylvania Insurance Departmeitit receive
fundingfrom the Pennsylvania Health Insurance Exchange Authority (which will assess and
collectExchange user fegxollectdata submissions and reinsurance payment reqaests
distribute reinsurance paymemdseligible insurers40 Pa. C.S. §9503(bPennswaniahas a
number ofinitiatives designed to incentivize providers, payers, and enrollees to canthin
manage health cammstsand utilization for higkclaimscost individualsThereinsurance
programis not anticipated to includedditionalincentives.

PID Dates Activity

7/2/2019 Legislation authorizing the waiver applicatiosas signed into law.
11/15/2019 Public comment period bag.

12/3/2019 First public hearing is held.

12/5/2019 Second public hearing is held.

12/14/2019 Public comment period ends
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2/11/2020

The 1332 waiver application is submitted to the federal government.

2/21/2020 The federal government determines that the waiver application is complete.
2/28/2020 PID completes contract with vendsyfor reinsurance program administration.
3/30/2020 Reinsurance parametds the (2021) reinsurance program ad®pted

5/21/2020 Insurers submit (2021) rates with reinsurance pararmefect included

3/1/2021 PID consultation with insurers for 2028insurance program parameters.
3/29/2021 Reinsurance parametds the (2022) reinsurance program ad®pted

4/1/2021 The federal government provides pésough funds to the reinsurance program.
4/30/2021 Insurers submit first quarter 202Mkims to the reinsurance program.

5/14/2021 PID submits its first quarterly report to the federal government

6/11/2021 PID posts date, time, and location on PID website announcing public forum to solicit comments
7/14/2021 PID holdssix-monthpublic forum required by 45 CFR 155.1320(c).

7/30/2021 Insurers submit second quarter 2021 claims to the reinsurance program.
8/14/2021 PID submits its second quarterly report to the federal government

10/30/2021 Insurers submit thirduarter 2020 claims to the reinsurance program.
11/14/2021 PID submits its third quarterly report to the federal government

1/30/2022 Insurers submit fourth quarter 2021 claims to the reinsurance program.
1/30/2022 Insurers submit 202feinsurancelaims to the PID.

2/14/2022 PID submits its fourth quartaénd annuateport to the federal government
3/1/2022 PID consultation with insurers for 2028insurance program parameters.
3/28/2022 Reinsurance parametds the (2023) reinsurance prograne adopted

4/1/2022 The federal governmeprovidespassthroughfundsto the reinsurance program
4/30/2022 Insurers submit first quarter 2022 claims to the reinsurance program.
7/30/2022 PID makes reinsurance payments to insurers in agnoewvith reinsurance parameters.

V. Additional Information and Reporting

A. Administrative Burden

Waiver of Section 1312(ayill cause minimal administrative burden and expense for
Pennsylvaniand forthefederal governmenthe waiver will cause nadditional administrative
burden to mployersandindividual mnsumer$ecause Section 1312(c) does not relate to the
administrative functions or requirements typically undertaken by employers or individuals
Quialified individualhealth insurers will experiene®meadministrative burden and associated
expense as a resulttbie reinsurance progranmowever, the monetary bendfitinsurerdrom

the programwill far exceed any resulting administrative expengeich is expected to be
minimal.

Pennsylvanidnas the resources and staff necessary to absorb the following administrative tasks
thatthewaiver will require the state to perform:

1 Administer thereinsurance program
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Distributefederal passhrough funds

Monitor compliance with federal law

Collect and anlgize data related to the waiver

Perform reviews oftte implementation of the waiver

Hold annual public forums to solicit comments on thegpess of the waiver
Submit annual reports (and quarterly reports if ultimately required) tettezal
government

= =4 =4 -8 8 -9

The waiver will require thdederal government to perform the following administrative tasks:

Review documented complaints, if any ated to the waiver.

Reuew state reports.

Periodically evaluateth# at ed6s 1332 wai ver program.
Calculate and facilitate the transfer of ps®ugh funds to theate.

= =4 =4 -9

Pennsylvanidelieves that the above administrative tasks are similar to other administrative
functions curently performed by théederal governmensothat their impactvill be minimal.
Waiver of Section 1312(c)(1) does not necessitate any chantesHederallyFacilitated
Marketplaceor toIRS operationsind will not impact howTC payments arealculated or paid

B. Impact on Residents Who Need to Obtain Health Care Services QGof-State
Becausdennsylvanighares borders witRhew Jersey, Delaware, Maryland, West Virginia,

Ohio, and New Yorkinsurerservice areaand networkshat cover border counties generally
contain providers in those states, especially in areas where the closest large hospital system is
locatedin the borderstate.Granting thisnvaiverrequeswill not impactinsurernetworksor

service areas that provideverage for services performed dayt-of-state providers.

C. Ensuring Compliance, Waste, Fraud and Abuse

The Pennsylvania Insurance Departnismésponsike for regulating and ensurimggulatory
compliance andnonitoring thesolvency of alinsurers performing market conduct analysis
examinationsandinvestigationsand providing consumer outreaghd protectionThe
Pennsylvania Insurance Departmimvestigates lacomplaints that fall withinthae gency 6 s
regulatory authority.

The Commonwealth oPennsylvaniandits Insurance Departmepteparecomprehensive
financialaccountingstatements annuallyinancial statements are audited annuaylyhe
Pennsylvania Office of Auditor Generalith the most recent audit completed tioe statefiscal
year endinglune 302018 Pursuant to the enabling legislation (40 Pa. C.S. §9%te

reinsurance program will udied annually by an independent certified public accounting firm.
Auditing and reporting obligations of participating inssr@resubject toArticle IX

(Examinations) of The Insurance Department Act of 1921 (40 P.S. §83333.8.)
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Thefederalgovernmat will be responsible focalculating théederalsavings resulting frorthis
waiver andor ensuring that tis waiver does not increase federal spending.

D. State Reporting Requirementsand Targets
The Pennsylvania Insurance Departmeiiitassumeresponsibility forthe reporting
requirements of 45 CFR 155.1324, including the following:

1 Quarterly reports (45 CFR 155.1324(a)): To the extent requlred?ennsylvania
Insurance Departmentill submit quarterly reports, including reportsamgoing

operational challenges, if any, and plans for, and results of, associated corrective actions.

1 Annual reports (45 CFR 155.1324(bjhe Pennsylvania Insurance Departmeitit
submit annual reports documentiting following:

(1) The progress ahe waiver.

(2) Data similar to that contained in Attachmeipton compliance with Section
1332(b)(1)B) through (D) of the ACA.

(3) Modifications, if any, to the essential health bendétscompliance witlSection
1332(b)(1)(A) of the ACA.

(4) The premium for th&LCSPunder the waiver ahan estimate of the premium as it

would have been without the waiver for a representative consumer in each rating area.

(5) A summary of the annual peatvard public forum required by 45 CFR 155.1320(c)
together with a summary of agti takenn response to public input.
(6) Any additional information required by the terms of the waiver.

To the extent that quarterly reporting is required ud@eCFR 155.1324(a)he Pennsylvania
Insurance Departmentcommends that such repng commence nsoonerthan April 30,
2021, in order to provide some experience with the program about which to répert.
Pennsylvania Insurance Departmenit submit and publislkannualreports by the deadlines
established in 45 CFR 155.1324¢c)the deadlines established by the terms of the waiver

VI. Supporting Information and Miscellaneous

A. 45CFR 155.1®8(f)(4)(i) T (iii)

The supportingnformation required by 45 CFR 155.1Z084)(i) i (iii), including the actuarial
analyses andertifications, the economic analyses, the detailed deficit neutgdiObudget
plan and the data and assumptions demonstrating taptaposed waiver is in compliance with
1332(b)(1)(A)i (B) isin Attachmentl.
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VIl. Public Comment and Tribal Consultation

A. Public Comment

On November 15, 2019, PID opened public comment on this waiver request and posted notice of
the opportunity to comment on the Insurance

(www.insurance.pa.gov/PA1332waiye(SeeAttachment Three for information related to the
Public Comment Period)

PID sent notice via email to @fist of interested parties and stakeholders, sent a press release
advising of the comment period and forwarded a bulletin notice advising of the paiment
period.

The Pennsylvania Bulletin is a weekly journal produced by the Commonwealth that provides
information and rulemaking. The Bulletin provides interested Pennsylvanians the ability to
participate in policy making.

On December 3, 2012ID held a publiégnformationalhearing at the Nittany Lion Inn in State
College, Pennsylvania from 11:00ath00pm. At the public hearing, zero members of the public
testified.

On December 5, 2019, PID held an additional pubiermationalhearing fom 11:00am
2:00pm in the Keystone Building Hearing Room 3 in Harrisburg, Pennsylvania. Two members
of the public attendedSee Attachment Three for public comments)

PID received eleven written public comments on this waiver req@es. Attachment Tie for
public written commentsand responses to written public comment

The public comment period closed on December 14, 2019 at 5:00pm.

B. Tribal Consultation
Not applicableThe Commonwealth of Pennsylvania does not have any Federatignized
Indigenous Peoplgibes within its borders.

VI11. Alignment with Section 1332 Principles

Pennsylvanid@ s wa i v e r ,will advanee ggvarabof thedprinciples described in the
October 20181332 guidance:
1 Provide increased access to affordable private market coveragehe reinsurance
program will reducgrosspremiums exclusively for those purchasing private health
insuranceSpecifically, itis expected toeducegrosspremiums for private health
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insurance in the individual market by average adpproximately4.6 percentfrom what
they otherwise would have befar each of the five years the waiveeispected to ba
effect. The reinsurance program will also support competition in the health insurance
market, helping to ensure access to private insurance coverage.

Support and empower those in needy reducinggrosspremiums in the individual
ACA maket, the waiver will target its impata those who are not currently eligible for
financial assistancand therefore generally face the largest premiums for health
insurance. Individuals with incomes under 400 percent of the federal ptexertyand
who are not eligible for other coverage) are generally eligible foPT@& which
generally limits their contribution towards individileCA market health insurance to a
fixed percentage of their incomdnder the proposed program, the population of
individuals with incomes under 400 percent of fideralpovertylevel are expected to
be mostly insulated from the impact of the resulting gross premium chéhges.
individuals with incomes over 400 percent of the povertydirgeineligible for the PTC
and thereforgay the fullpremiumcost which may be over ten thousand dollars for a
single individual.

Foster state innovation The waiver is a statein approals to making coverage more
affordablethat is suited to the specific need€PehnsylvaniaStates across the country
havepursued innovativapproaches tstrengthening their health care systefs.
reinsurance waivdras been identified byennsylvanias thebestapproach that meets
its needs while allowing it to take control of its own health care system.

Encourage Sustainable Spending GrowthP e n n s y 11333 waiver & expected to
result in lower premium rates theindividual market and, correspondingly, increased
membership. As membership in timelividual market increases, it is expected that the
potential for yeato-year volatility in both the claim costs owed ibgurersand
corresponding premium contributions made by consumidrde reduced. Additionally,
as more individuals who are currently uninsured enroll inrilvidual market, costs
associated with uncompensated care for health prowdirse expected to beduced.
Through helping to drive increased stability in thdividual market and lower uninsured
ratesPennsylvanias 1332 waiver is expected to
growth, both in thendividual market and overall.
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ADDITIONAL DOCUMENTS TO INCLUDE IN APPLICATION

Samples of each element may be found irP@ensylvania applicatiohe numbers in
parenthesesorrespond tohe page numbeim thebottomof each pagén the Pennsylvania
application packet.

Actuarial andeconomicAnalysis(pg. 22-53)

40 Pa. C.S. Ch. 95 (Act 42 of 2019p. 54-83)

Documenation of publicnotice and comment period and public hearifpgs34-99)
Written comments received during the state notice and comment fegidd0-132)
P e nn sy 11332 Waivamagewww.insurance.pa.gov/PA1332waiv@g. 125132)

= =4 4 -4 A
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Attachments
Attachment One:  Actuarial and Economic Analysis
AttachmentTwo: Pennsyl vaniabs Act 42
Attachment Three: Document ati on of the Commonwealth©os

Attachment Four: P e n n s y |Updatad Sacfion 1332 Waiver Page
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Attachment One:

Actuarial and Economic Analysis
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PENMSYLVANLA SECTION 1332 STATE INMCWVATION ACTUARIAL AND ECOMOMIC AMALYSES
WAINER INDIVIDUAL REINSURANCE PROGRAM

1. Introduction

The Commuonwealth of Pennsylvania (the Commonwealth) is filing a State Innovation Waiver
application under Section 1332 of the Affordahle Care Act (Section 1332 VWaiver) that seeks to
waive §1312(c)(1)" of the Affordable Care Act (ACA) for the purpose of establishing a state-
based, and state-administered reinsurance program. If approved, the Section 1332 Waiver, as
proposed, is targeted to be effective January 1, 2021, for an initial period of up to five years.

Oliver Wyman Actuarial Consulting, Inc. (Oliver Wyman) was retained by the Pennsylvania
Insurance Department (PID) to perform the actuaral and economic analyses related to the
Commonwealth’s proposal to waive §1312(c)(1) of the ACA. As directed under 45 CFR

155 1308(F)(4){i}-(), the Centers for Medicare and Medicaid Services (CMS) regulations require
that states include as part of a Section 1332 Waiver application actuanal and economic
analyses, along with actuarial certifications and the data and assumptions used, to support
estimates that the proposed Section 1332 Waiver will satisfy the following requirements:

+  Scope of Coverage Requirement — The Section 1332 Waiver will provide coverage to
at least a comparable number of the Commaonwealth’s residents as would be covered
absent the waiver.

+ Affordability Requirement — The Section 1332 Waiver will provide access to coverage
and cost-sharing protections against excessive out-of-pocket spending that results in
coverage which is at least as affordable for the Commonwealth’s residents as would be
provided absent the waiver.

+ Comprehensiveness of Coverage Requirement — The Secfion 1332 Waiver will
provide access to coverage that is at least as comprehensive for the Commonwealth's
residents as would be provided absent the waiver.

+ Deficit Neutrality Requirement — The Section 1332 Waiver will not increase the federal

deficit.

This report provides the required actuarial and economic analyses, as well as the actuarial
ceriifications, to support that the proposed Section 1332 Waiver is expected to satisfy these
requirements. Additionally, this report outlines the data, assumptions and methodology used to
generate our actuarial and economic projections. Any other use of this report may he
inappropriate and is prohibited by Oliver Wyman.

151312(c)(1) states that "A health insurance issuer shall consider all enrolless in all health plans (other than
grandfathered health plans) offered by such issuer in the individual market, including those enrollees who do not
enroll in such plans through the Exchange, to be members of a single risk pool.”

& Oliver Wyman
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PENMNEYLVANIA SECTION 1332 STATE INNOVATION ACTUARIAL AMD ECOMOMIC AMALYSES
WAIVER INDIWIDUAL REINSURANCE PROGRAM

2. Overview of State-Based Reinsurance
Program

The Commuaonwealth is submitting a Section 1332 Waiver application that seeks to implement a
state-based and state-administered reinsurance program to help improve the affordability of
premium rates in Pennsylvania's individual ACA market. Under the proposed Section 1332
VWaiver, a reinsurance program would be established for plan year 2021 and beyond with the
chjective of reducing gross premium rates (i.e., premium rates prior to the application of
premium tax credits) in the individual ACA market by an average of 4. 6%, relative to the
premium rates which would otherwise he charged if no reinsurance program were in place.

In this section, focusing on plan year 2021, we provide the estimated cost of the reinsurance
program, describe how the reinsurance program is expected o be funded, provide the
parameters anticipated to be utilized to determine payments from the PID to issuers, and
pravide the impact the reinsurance program is expected to have on premium rates in the
individual ACA market. As enrollment volumes, claim costs, and available funding amounts
change over the time period during which the proposed Section 1332 Waiver will be in effect, it
is expected that items such as the reinsurance parameters will he adjusted, as necessary, by
the PID 1o ensure the reinsurance program remains fully funded (net of federal pass-through
funding) and, to the extent possihle, continues to target the Commonwealth's overall objective
for each plan year {i.e., reducing gross premium rates in the individual ACA market by an
average of 4.6% relative to the premium rates which would otherwise be charged if no
reinsurance program were in place).

Cost and Funding of the State-Based REeinsurance Program in 2021

Ve estimate the total funding needed to support 2 reinsurance program that will accomplish
Pennsylvania’'s stated objective (i.e., reducing gross premium rates in the individual ACA market
by an average of 4.6% relative to the premium rates which would otherwise be charged if no
reinsurance program were in place) for 2021 is $139.3 million. This estimate was developed
based on projected enrollment, premium, claims, and non-henefit expenses in the individual
ACA market in 2021. In developing the estimate, it was assumed that issuer claim expenses as
a percentage of premium in 2021 will he equal to the statewide average target loss ratio filed by
the issuers offering coverage in Pennsylvania’s individual ACA market in 2020, adjusted to
reflect the anticipated impact of the repeal of the Health Insurance Providers (HIF) Fee for each
issuer. Then, based on feedback received from each issuer offering coverage in Pennsylvania's
individual ACA market in 2020 related to fixed non-benefit expenses and the reductions in claim
expenses needed to drive various levels of premium rate changes, we estimated the reduction
in issuer claim expenses which would be needed to accomplish Pennsylvania’s stated objective
for 2021. Finally, accounting for the change in morbidity expected to occur in 2021 under the
proposed Section 1332 Waiver (i.e., as a result of increased enroliment due to lower premium
rates in 2021 with the reinsurance program in place), the total projected cost of the program was
calculated as follows:

Frojected 2021 Cost of Reinsurance Program = Projected 2021 Premium Volume x [Statewide
Average Target Loss Ratio] x Target Reduction in Issuer Claim Expenses

& Oliver Wyrman 3
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PENMSYLVANIA SECTION 1332 STATE INNOVATION ACTUARIAL AND ECONOMIC AMNALYSES
WAIVER INDIVIDUAL REINSURANCE PROGRAM

Funding for the reinsurance program in 2021 is expected to come from the following sources:?

1. Federal pass-through funds received as a result of the Section 1332 Waiver
2. A portion of the state-hased exchange user fee, to be assessed on health and dental
products offered through the Pennsylvania Health Insurance Exchange

Regarding the first item, through its Section 1332 Waiver application, Pennsylvania is
requesting that the U.S. Department of Treasury (Treasury) “pass-through” to its reinsurance
program the cost savings from the reduction of federal outlays for premium tax credits (PTCs)
resulting from the reduction in grnoss premium rates in the individual ACA market due to the
reinsurance program. Section 1232(a)(3) of the ACA authorizes pass-through funding in Section
1332 Waiver applications.

Estimated 2021 Reinsurance Parameters and Payment Calculation
Consistent with the Federal Transitional Reinsurance Program which was in place from 2014
through 2016, Pennsylvania’s reinsurance program will reimburse issuers for a portion of high
dollar claim expenses cccurring between a specified attachment point and reinsurance cap,
while maintaining an incentive for issuers to continue applying their care management practices
faor their high cost claimants.

Tahble 1 provides preliminary reinsurance parameters expected to apply in 2021:

Table 1: 2021 Reinsurance Parameters

Parameter Value
Aftachment Point 360,000
Reinsurance Cap $100,000
Coinsurance % 60.0%

These parameters were estimated using issuer provided claims data from plan years 2018 and
year-to-date 2019, adjusted to reflect projected plan year 2021 cost levels {2.q9., annualizing the
year-to-date 2019 claims data) and enrallment volumes, and to reflect a projected distribution of
claim expenses consistent with assumed market-wide morbidity levels. Additionally, issuer
feedback was obtained to assess the reasonability of the resulting parameters.

Utilizing the parameters outlined in Table 1, reinsurance payments will be calculated based on
an issuer's annual paid claim expenses? for a given member as follows:

2021 Reinsurance Payment for ACA Member = Maximum [Minimum [Member Annual
Paid Claim Expense, $100,000] - 60,000, 307 x 60.0%

2 Act 42 of 2010, signed into law by Governor Wolf on July 2, 2018, indicates that the state-based reinsurance
program may be funded through user fees from the Pennsyhlania Health Insurance Exchange, Federal funding, and
other available sources.

3 Paid by the insurer; includes medical and pharmacy claims

& Oliwer Wyman 4
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In Table 2 below, we provide a summary of the expected distribution of members and claims by
annual claim size to which the parameters outlined in Table 1 are expected to apply:

Table 2: Projected Distribution of 2021 Individual ACA Incurred Claims Expenses

% of % of Average Claim
Annual Incurred Claims Members Claims Cost PMPY
30 to 59,999 95.6% 57.3% $2,552
$60,000 to $99,999 0.7% 11.7% $76,806
$100,000+ 0.7% 31.0% $197 921

In utilizing the specified parameters, as with the Federal Transitional Reinsurance Program, it is
expected that issuers will continue to have incentives to apply their care management practices
even after a given member reaches the specified annual attachment point, since issuers will be
reimbursed for only a portion of a given member's claim costs between the attachment point
and reinsurance cap.

Estimated Premium Impact of State-Based Reinsurance Program in 2021
As noted earlier, the objective of the reinsurance program in 2021 is to reduce gross premium
rates in the individual ACA market by an average of 4.6% relative to the premium rates which
would otherwise be charged if no reinsurance program were in place. To the extent gross
premium rates are reduced, enrcliment levels in the individual ACA market are expected to
increase, leading to an improvement in the overall morbidity of Pennsylvania's individual ACA
market. We estimate that the morbidity improvement as a result of the proposed Section 1332
Waiver will be 0.1% in 2021. This morbidity improvement is included in the estimated 4.6%
premium reduction.

& Oliver Wyrman B
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3. Actuarial and Economic Analyses

Actuarial analyses meeting the requirements under 45 CFR 155.1308(1)(4)(i) and other
applicable information as required in the Checklist for Section 1332 Innovation Waiver
Applications are provided in this section_* Oliver Wyman’s Healthcare Reform Microsimulation
Model (HEM Model) was utilized to estimate the expected impact of the proposed Section 1332
Waiver on the health insurance markets in Pennsylvania, and in meeting each of the guardrails
associated with Section 1332 Waivers as outlined in federal statute and regulation.

The HRM Model is an economic utility model that captures the flow of individuals across various
markets and coverage oplions basad on their economic purchasing decisions. It is infegrated
with actuarial modeling designed to assess the expected impact of various reforms on the
health insurance markets. Appendix A provides additional information about the specifications
and functionality underlying the HREM Model.

The projections produced by the HREM Model were analyzed to assess whether the following
federal requirements are expected to be met under the proposed Section 1332 Waiver:

+ Scope of Coverage Requirement — The Section 1332 Waiver will provide coverage to
at least a comparable number of the Commonwealth’s residents as would be covered
absent the waiver.

+ Affordability Requirement — The Section 1332 Waiver will provide access o coverage
and cost-sharing protections against excessive out-of-pocket spending that resulis in
coverage which is at least as affordahble for the Commonwealth’s residents as would be
provided absent the waiver.

+ Comprehensiveness of Coverage Requirement — The Section 1332 Waiver will
provide access o coverage that is at least as comprehensive for the Commonwealth's
residents as would be provided absent the waiver.

+ Deficit Neutrality Requirement — The Section 1332 Waiver will not increase the federal
deficit.

Table 3 summarizes at a high level the expected impact of the proposed Section 1332 Waiver
as it relates to these requirements. Our analyses show that the proposed Section 1332 Waiver
is expected to meet these reqguirements in 2021 and each following year for the ten-year period
ending in 2030. A more detailed discussion of the results as they relate to these requirements
follows.

Table 3: Summarized Expected Impact of the Proposed Section 1332 Waiver

Requirement Impact of Proposed Section 1332 Waiver
The number of individuals covered in the Pennasylvania health insurance
markets is expected to increase

Gross premium rates in the individual ACA market are expected fo
decrease while other out-of-pocket expenses are not expected to change

Scope of Coverage
Affordability of Coverage

Comprehensiveness of Mat impacted by the proposed Section1332 Waiver
Coverage

Dreficit Meutrality The federal deficit is not expected to increase

4 hittps J/fwww.cmes. goviCCIIOWP ragrams-and-|nitiatives/ State-Innovation-Waivers/ Downloads/Checklist-for-Section-
1332-State-Relief-and_Empowement-Waivers. pdf
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Scope of Coverage

Under the scope of coverage requirement, a comparable number of residents must be expected
to have coverage under the proposed Section 1332 Waiver as would have coverage absent the
waiver.® For this purpose, “coverage” refers to minimum essential coverage as defined in 26
LL5.C. 5000A(f) and 26 CFR 1.50004-2, and health insurance coverage as defined in 45 CFR
144 103. In assessing this requirement, we estimate that the proposed Section 1332 Waiver will
not have a material impact on the number of Pennsylvanians covered under employer-
sponsored plans, Medicaid, Medicare, CHIP, other public programs, or individual plans which
are not ACA-compliant (e.9., grandfathered individual plans).® As a result, the focus of our
analysis is on the impact of the proposed Section 1332 Waiver to Pennsylvania’s individual ACA
market.

Table 4 summarizes the projected average volume of individual ACA market enrollees and
uninsured individuals in Pennsylvania by year under the haseline and walver scenarios,
assuming gross premium rates in the individual ACA market are reduced by an average of
approximately 4.6% under the waiver scenario (i.e., relative to the premium rates which would
otherwise be charged if no reinsurance program were in place):

Table 4: Summary of Average Individual ACA Market Enrollment and Uninsured Volumes

Individual ACA Market Uninsured
Change vs. Change vs.

Year Baseline Waiver Baseline Baseline Waiver Baseline
2020 406,300 - - 724 600 - -
2021 411,600 413,700 0.5% 727 300 725,300 -0.3%
2022 411,800 413,500 0.5% 727 600 725,700 -0.3%
2023 412,000 414 100 0.5% 728,000 726,000 -0.3%
2024 412 200 414 300 0.5% 728,300 726,400 -0.3%
2025 412 400 414 500 0.5% 728,700 726,700 -0.3%
2026 412 600 414 700 0.5% 729 D00 727,100 -0.3%
2027 412 800 414,900 0.5% 729 400 727,400 -0.3%
2028 413,000 415100 0.5% 729 700 727,800 -0.3%
2029 413,200 415,300 0.5% 730,100 728,100 -0.3%
2030 413 400 415 500 0.5% 730,400 728,500 -0.3%

Mioke: Enrollment values shown have been rounded to the nearest hundred

Absent the proposed Section 1332 Waiver and corresponding reinsurance program, total
enrollment volumeas in the baseline scenano in Pennsylvania’s individual ACA market are
expected to increase by approximately 1.3% between 2020 and 2021, due primarily to the
assumed termination of transitional individual policies at the end of 2020 which is required under
current law, and the repeal of the HIP Fees starting in 2021. Under the proposed Section 1332
Waiver, enrollment in the individual ACA market is expected to be approximately 0.5% higher
than baseline enrollment levels each year over the time period of 2021 through 2030. The
increase in enrollment under the proposed Section 1332 Waiver is driven primarily by uninsured
individuals expected to enter the individual ACA market as a result of lower gross premium

545 CFR 155.1308(f3¥v){C)

5 Through a data request issued to Pennsyivania’s individual market issuers and other publicly available data sources
(e.g.. 2018 MLR reporied data, 2018 summary of risk adjustment transfers), itis estimated that there were
approcdmately 14,100 lives covered through grandfathered and transitional individual plans, on average, in 2018,
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rates.”

Cverall, it is expected that the new enrollees who enter the ACA market in 2021 and later due to
the presence of the proposad reinsurance program will, on average, have slightly lower health
expenses on a PMPM basis when compared to the individuals who would be expectad to enrall
in individual ACA plans regardless of the presence of the reinsurance program. However, as
noted earlier, the impact of the new enrollees on the overall morbidity of Pennsylvania’s
individual ACA market is expected to be relatively small (i.e., 0.1%). Correspondingly, the
distribution of individuals by health expenses between the baseline and waiver scenarios in
future years is not expectaed to be materially different.

Individual ACA Market Enrollment by Household Income

Table 4a presents projected enrollment levels in the individual ACA market by household
income over the time period of 2020 through 2030 assuming gross premium rates in the
individual ACA market are reduced by an average of approximately 4.6% under the waiver
scenarno relative to the premium rates which would otherwise be changed if no reinsurance
program were in place. For this comparison, housshold income is measured as a percentage of
the federal poverty level (FPL).

Table 4a: Summary of Average Individual ACA Market Enrollment by FPL

Baasline

Income Rangs 2020 2021 2022 2023 2024 2025 26 2027 2038 2073 2030

= 100% 3,100 3200 3,300 3,300 3,300 3,300 3,300 3300 3,300 3,300 3,300

100% - 150%: 52,900 52,900 52,900 52,900 53,000 53,000 53,000 53,000 53,100 53,100 53,100

151% - 200°%: B2 500 B2 500 83 600 23 600 &2 600 £2,700 B2 700 E2 800 B2 800 83,500 52,500
201% - 250 S0.200 S0.300 50,400 50,400 50,400 0,400 S0.500 S0.500 50,500 S0.500 S0.600

251% - 300% 31,300 31,300 31,300 31,300 31,300 31,400 31,400 31,400 31,400 31,400 31,400

F01% - 200% 46,000 46,100 46,200 26,200 45, 200 45,200 46,200 46,300 46,300 46,300 45 300

401%+ 140300 145200 145300 145300 145400 145500 2145500 2145600 2145700 2145700 145800

Total ACE ADE300 A116500 411,800 412000 412,200 412400 402600  S92800 413,000 413300 413400

Walhver
Income Ranps 2020 2021 2032 2023 2024 2025 2026 2027 2028 2033 2030
= 100% 2100 2200 2,300 2,300 2,300 3,300 2300 3300 2,300 2,300 3,300

100% - 150°%: £2.900 £2.900 52,900 52,000 53,000 53,000 £3,000 S3.000 53,100 53,100 53,100

151% - 200% B2.500 B2.500 82 600 832 600 &2 600 52,700 B2 700 B2 800 B2 800 832,500 &2 800
201% - 250% S0.200 S0,300 50,400 50,400 0,400 0,400 50,500 50,500 50,500 50,500 0,600

251% - 300%: 21,300 31,300 31,300 31,300 3,300 31,400 31,400 21,400 31,400 31,400 31,400

301% - 2007 46,000 46,100 46,200 46,200 45,200 45,200 46,200 46,300 4E.300 48,300 45,300

401%+ 140300 147200 147,300 147400 147,500 147,500 47800 147700 147,700 147600 147,500

Total ACA A0E300  S3T00 413900 414000 414300 414,500 404,700 S94300 415,100 415300 415,500

Chaange in Humibsr of Enrodless - Baseling to Walver

Incoms Ranps 2030 2021 2032 2023 224 225 2026 2037 2038 2023 2030
=10 1] o o o a a o o o o a
100% - 150%: 0 o o o a a o] o] ] ] a
151% - 2D0%: 0 0 o o 0 0 1] 1] ] ] 0
201% - 250% 0 0 o o a a o o ] ] a
251% - 300% 0 0 o o a a o o ] ] a
301% - 200%: o o o o a a o o o o a
401%+ o 2000 2,000 2,000 2,100 2,100 2100 2100 2,100 2100 2,100
Tofal Changs a 2000 2000 2,000 2100 2100 2100 2100 2,100 2100 2,100

Hote: Walues shown have been rounded bo the neares? hundrag; the sum within each column may not be equal to The tolal shown and the changa in
the number of ervoliees may not equal the diference between the basaline and waiver membearship shown due b rounding.

T While thers may be some migration of enrollees from the employer market to the individual ACA market, based on
our madeling, we expect any migration from the employer market to be de minimiz
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ACTUARIAL AND ECOMOMIC AMALYSES

Ve estimate that there will be minimal change in enroliment hetween the baseline and waiver
scenarios for individuals who receive PTCs. This is because, due to the way in which premium
rates are calculated under the ACA for these individuals (i.e., maximum premium rates as a
percentage of income, net of PTCs), their net out-of-pocket costs are expected to be mostly

insulated, on average, from changes in gross premium rates.

Conversely, individuals who do not receive PTCs will experience favorable changes to their total
out-of-pocket costs. For these individuals, the full impact of the reinsurance program is expected
to be realized through reductions to their premium rates, resulting in an expected increase in
enrollment for that segment of the population in 2021 and beyond.

Individual ACA Market Enrollment by Metal Level

Tahble 4b presents projected enrclliment levels in the individual ACA market by metal level over
the time period of 2020 through 2030 assuming gross premium rates in the individual ACA

market are reduced by an average of approximately 4 6% under

the waiver scenano relative to

the premium rates which would otherwise be charged if no reinsurance program were in place.

Table 4b: Summary of Average Individual ACA Market Enrollment by Metal Level

Eiassling
Metal Leval 2020 2021 2032 2023 2024 2025 026 2027 2028 2029 2030
__Catastrophic 1900 1300 1900 1900 1900 1,500 1,800 1900 1900 1900 1,500
Broree 195300 130300 130,400 130,500 130,500 130600 130600 130700 130800 130500 130,500
Shver 203500 197500 197,500 197,700 197,500 197500 195000 198000 196,100 196200 198,300
Goid E3500 70900 79,000 80000 50,000 50,100 B0,1D0  BOI00 80,200 80,200 50,300
Pratrum 1900 2000 2000 2000 2000 2000 2000 2000 2000 2000 2,000
Total ACA | 406300 411600 £11,800 412,000 412200 412400 412600 412800 413000 413200 413400
Walver
Metal Leval 2020 2021 2022 2023 024 225 26 2027 2028 2023 2050
__Catastrophic 1900 1300 1900 1900 1900 1,500 1,800 1900 1900 1900 1,500
Broree 115 125 125,100 12 125200 125300 125300 125400 125500 125,500 125600
Shver 203500 197100 197200 197,300 197,400 197500 157,600 197700 157,300 197,000 197,500
Goid B3500 BTS00 47600 A7700  E7700  E7ED]  BTED]  B7O00 87,900 87,000 53,000
Piairum 1900 2000 2000 2000 2000 2000 2000 2000 2000 3000 2,000
Total ACA | 406300 £13700  £13,500 414100 414300 414500 414700  £14300 415100 415300 415500
Change In Humber of Enroliess - Baseling [0 Walver
Metal Leval 2020 20 2022 2023 024 25 2026 2027 2028 023 2050
__Catastrophic 0 0 b [ i i D D D [ a
Brorze D 5300 5300 5300 5300 -5300 5300 5300 5300 5300  -5300
Shver 0 -400 -400 400 400 400 -400 500 400 400 400
Goid D 70 TI0 T 7700 7700 7700 700 700 7700 7700
Piairum o o o ] a a o o ] ] a
Total ACA 0 2100 2100 2100 2100 3100 2100 2400

2000 2000 2,000
FOIE: VLSS SN0 NavE DEen MOUnde bo the NEanss! RURANe, te M of vailies Within £ach cHRIm Tay Not ba Equal i the 10k valls: Shown and

the change In Me numbar of enmiless may not 2qual the difarence batwean e basaling and walver membesship shiown o 1o roundng.

As shown in Table 4b, at lower gross premium rates with the reinsurance program in place, it is
expected that ACA enrcllees will not sesk out leaner benefit plans at the same rate as they

would absent the reinsurance program.
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Individual ACA Market Enrollment by Age
Table 4¢ presents projected enroliment levels in the individual ACA market by age over the time
period of 2020 to 2030 assuming gross premium rates in the individual ACA market are reduced
by an average of approximately 4.6% under the waiver scenario relative to the premium rates
which would otherwise be charged if no reinsurance program were in place. Enrollment in the

individual ACA market is expected to increase or stay flat across every age group and the

ACTUARIAL AND ECONOMIC ANALYSES

distribution of individual ACA enroliment by age is not expected to shift significantly under the
proposed Secflion 1332 Waiver.

Table 4c: Summary of Average Individual ACA Market Enrollment by Age

Ezaeling
Ape Rangs 2020 204 i 2023 2024 vl 2026 2027 208 02 230
018 37,200 39,000 39,000 35,000 39,100 33,100 39,100 39,100 35,100 35200 9,200
18-25 35,000 35,200 35,200 35,300 35,300 35,300 35,300 35,300 35300 35400 35400
263 £1,000 51,500 62,000 62,000 52,000 52,100 E2,100 E2,100 62,100 62200 52,200
3524 52,700 53,500 53,500 53,500 53,500 53,600 53,600 53,600 53,600 53,700 53,700
£5-54 75,900 76,300 76,300 76,300 T, 400 76,400 76,500 76,500 76,500  TE.E0D 76,600
55+ 144,400 145700 145800 145900 145900 145000 146,100 145200 146200 146,300 145400
Tiokal ACA 405300 411,800 &11,800 412000 412200 412400 2 AN2600 412800 413,000 413200 413400
Walver
Ajpe Rangs 2000 204 202 23 24 25 2028 2037 2038 ) 030
018 37,200 35,900 35,900 39,900 39,900 39,500 40,000 40,000 40,000 40,000 40,000
18-25 35,000 35,200 35,200 35,200 35,200 35,200 35,300 35,300 35300 35300 35,300
26-34 £1,000 E2 200 62,300 62 300 52,300 52,400 E2,400 E2,400 62,400 62500 52,500
3544 52,700 53,900 53,900 54,000 54,000 54,000 54,000 54,100 54,100 54100 54,100
£5-54 75,900 75,400 TE,200 76,400 76,500 76,500 76,600 76,500 76,600  TETOD 76,700
55+ 144,400 146,100 146200 146,300 145,300 145400 146,500 145500 146,600 146,700 145700
Total AC& 406300 413700 413300 414100 414300 414500 40470 414500 415100 415300 415500
Change kn Humibsr of Enrolless - Baselins bo Walver
A Rangs 2020 20H 2022 23 24 225 2028 2037 2028 23 2030
13 o 500 500 500 500 500 ] 500 300 00 500
18-28 o 1] o o a a o o o =100 -10d
26-34 o 300 300 300 300 300 300 300 300 300 300
3544 o 500 500 500 500 500 500 500 500 500 500
£5-54 o 100 100 100 100 100 100 100 100 100 100
55+ o 400 400 400 400 400 400 200 400 400 400
Total AC& o 2,000 2,000 2,000 2,100 2,100 2100 2100 2,100 2100 2,100

Miote: Values shown have been rounded bo the neanest hundrad, the sum of values within each column
the change In Me numbsr of enmiless may not equal the dMarencs betwean Ne bassine and walvar mem

Affordability of Coverage
Under the affordability requirement, Pennsylvanians must retain access to health care coverage
which is at least as affordable as would be absent the waiver.® For this purpose, affordability

refers to the ability of state residents to pay for health care and is measured by comparing their
net out-of-pocket spending for health coverage and services to their incomes. Out-of-pocket

expenses are assumed to include premium contributions and any plan level cost-sharing that is
the responsibility of the individual.

845 CFR 155.1308(F3NIE)
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Az with the scope of coverage requirement, in assessing this requirement, we estimate that the
proposed Section 1332 Waiver will not have a material impact on the affordahility of coverage
for those individuals enrolled in employer-sponsored plans, individual plans which are not ACA-
compliant, Medicaid, Medicare, CHIF or any other public programs. As a result, the focus of our
analysis is again on the impact of the proposed Section 1332 Waiver on out-of-pocket expenses
in Pennsylvania's individual ACA market. Additionally, since the proposed Section 1332 Waiver
does not directly impact member plan level cost-sharing (i.e., members will he able fo purchase
plans with comparable benefit cost sharing as those plans in which they are cumently enrolled),
the focus of the affordability requirement is further centered on changes in premium rates.

Lnder the proposed Section 1332 Waiver it is expected that gross premium rates in the
individual ACA market will decrease. Total out-of-pocket costs for enrollees who receive PTCs
under both the haseline and the Section 1332 Waiver, including those with high expected health
care costs, will not change for the subsidy benchmark plan {i.e., the second lowest cost silver
plan) as their premium rate for that plan will continue to be capped at the applicable maximum
percentage of household income they are required to pay under the ACA ? For enrollees who do
not receive PTCs or for enrollees who currently receive PTCs but who would no longer receive
PTCs under the proposed Section 1332 Waiver (due o their gross premium rates decreasing
below what their premium rate net of PTCs would otherwise be), including those with high
expected health care costs, the proposed reinsurance program will result in an improvement in
the overall affordability of health coverage relative to the baseline scenario.

The gross premium rates for the second lowest cost silver plans in Pennsylvania’s individual
ACA market are expected to decrease, on average, by approximately 4.6% in all years under
the proposed Seclion 1332 Waiver (i.e., relative to the baseline). It is important to note,
however, that while the statewide average decrease in premium rates relative to the baseline is
expected to be equal to approximately 4 6%, the actual change in premium rates under the
Section 1332 Waiver will vary by issuer, dependent on each issuer's specific claim cost
distribution as well as fixed non-henefit expenses. As a result, the projected average rate
changes are shown to vary by county and rating area.

% For individuals who receive PTCs and purchase either the lowest-cost cost silver plan or another plan which is less
expensive than the second lowest cost silver plan (e.g.. a bronze plan), we estimate that their premium ratas, net of
FTCs. may increase slightly as a result of the proposed Section 1332 Waiver (relative to the baselineg). This is
because the proposed reinsurance program is expected o reduce the PTCs available to the member which can be
applied to those lower cost plans by more tham the premium rates for those plans are expected o decrease.
Howewver, as noted earlier, their out-of-pocket premium for the subsidy benchmark plan will not increase.
Additionally, their premium rates net of PTCs for plans whose premium rates are greater than that of the second
lowest cost silver plan (e.g.. a gold plan) would be expected to decrease (relative to the baseline). improving the
affordability of coverage for low income individuals enrolled in those plans.

& Oliver Wyman 11
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Table 5a presents estimates of the average second lowest cost silver plan monthly premium
rates offered through the Exchange for a single, 21-year-old, non-tobacco user in Pennsylvania
by rafing area under both the baseline and waiver scenarios. The weighted average premium
rates in Tahle 5a were calculated based on the anticipated second lowest cost silver plan gross
premium rates offered through the Exchange in each county and the volume of each county's
2019 open enrollment plan selections through the Exchange. Tables 5h and 5c present
estimates of the second lowest cost silver plan monthly premium rates offered through the
Exchange for a single, 21-year-old, non-tobacco user in Pennsylvania by county under the
baseline and waiver scenarios, respectively. Table 5d presents estimates of the change in the
second lowest cost silver plan monthly premium rates offered through the Exchange by county
between the baseline and waiver scenarnos. The values in these tables reflect the anficipated
impact of the repeal of the HIF Fee, which was evaluated at the issuer level, on premium rates
in 2021 and beyond.

Table 5a: Estimated Second Lowest Cost Silver ACA Premium Rate by Rating Area
21-¥ear-Old, Non-Tobacco User

Basaling
Rating Arsa 2020 2021 - . 2037 MI8 2099 3030
1 5200 536 537 5350 $375 3400 S490  s450 a9 §$536 3550
2 537 5307 54 5454 §455 S5O0 35S §505 mA%7 5631 572
3 SI67 532 salg 5438 $468 3500 5535 S5 5614 T 5Tm
4 5273 52B6 536 7 $30 3375 540 s470  gast 5431 5525
5 5320 5335 530 5384 §411 40 5470 5503 553 $576 3615
6 §435 5454 5aES 5515 $55 3584 3636 56E 5726 ST 3634
7 540 5455 5400 5524 5551 SED0  SEd2  S6ET 5735 §736 3641
B 5361 570 546 5434 §455 3407 3537 5569 5609 §E52 367
g S4D  S455 5456 5438 $09 3553 3508 9539 meAd §732 373
Wiatver
Rating Ares 2020 2021 e - . 2077 MI8 2029 030
1 S200  5)0 32 5334 §355 5353 00 3438 5460 §S07 3537
2 5378 538 sAlS $433  §4R4 3405 55N SSE5  SG0E SESD  3EOS
3 SI7T 533 538 §416 §445 3475 3509 5545 5583 3624 SEGY
4 5273 saT2 S22 5312 S4 3357 32 409 543 $456 3501
5 L 5366 $E2 3413 3M5 B4ED 5514 $550 3550
6 $435 437 Ao 5435 $523 3599 35S 3540 mEES §733 374
7 544D 5450  sa50 5431 S5 3567  §G02  §54d  5eAD §737 37
B 531 536 53 5418 §448 3479 3513 5540 557 $E3E 3672
g 54D 5390 547 5457 §450  §E33  §5ED 5508 medD $535 5733
%, DATIRTENCS IN SEcONd LOWSSE CoBt SIVer PIan PTamium PHEM - Baseins [0 Walver
Rating Arss 2020 2021 - 2077 MI® 2029 3030
1 DO%  -46%  AF%  -AE% AE%  AF%  A5%  -46%  -4F%  -2E%  -46%
z DO%  46%  4F%  4F%  AF%  4F%  A5%  45%  4F%  4E%  -46%
3 DO% 0%  S0% -50% S0% S0 S0% 50%  S0%  50%  50%
4 DO%  46%  4F%  -4E%  AE%  4f%  45% 45%  4F%  4E%  -46%
5 DO%  46%  4F%  -4E%  AE%  4f%  45% 45%  4F%  4E%  -46%
6 DO%  50% 50%  -50%  59% 2 50% 2 59% 2 50% 2 50% 2 -50%  -59%
7 D%  £9% 2 69% 2 6I% 2 5I% 2 6I% 2 EI%  £3%  BI%  6I% 6%
B D%  -36% 36% -36% 2 3E% 6%  35% 6%  3F%  -36%  -36%
g D%  £4%  654%  54% 2 5A%  B4%  E4%  £4A%  Bd4%  6A%  64%

Maote: Valwes shown have been nounded bo the neanest dollar
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Table 5b: Estimated Second Lowest Cost Silver ACA Premium Rate by County
21-Year-Old, Non-Tobacco User — Baseline Scenario

Eaasiing
Coumty 20 iF] 02z 2023 2024 2025 2036 2037 2035 paivE] a1
Adams 3433 =k §S37 =TS SE13 SESE Sri4 S7E3 306 =53 23
Allegheny 262 274 204 5314 5335 5360 S3B5S 412 4 =1 §504
Ammsinong [T 362 537 5414 5443 5474 So0T S543 S561 SE22 SE55
Beavar 5277 5291 311 5333 5355 338 Sa08 S436 S4BT S500 5534
Bedfom 5762 3275 [+t 3315 5337 3361 5366 13 447 ] 3506
Berks 414 =431 2451 3493 3523 3565 5504 54T 5552 Srat LT
Biair $262 $275 20 315 337 3361 5386 =13 =42 =3 3506
Bragfond 5372 7 p114 343 3475 5508 S543 S5E1 (] SEGE 7 12
Bucks 5350 $37E §A05 3433 3463 5406 §530 S568 S607 SESD $ES5
Butier 5277 5291 £311 5333 5355 538 Sa0s 5436 S4BT 500 5534
Cambra 5345 $362 397 3414 3443 3474 5507 5543 5561 522 3655
Cameron S37E 7 422 3452 3455 3520 3536 S585 537 S561 725
Carban 22 7 14 3443 3475 3508 343 581 022 S0 712
Cenire tdid 3486 5520 3057 35596 FE35 $682 $r30 578 536 pErad
Chester §363 §382 40 5438 5484 5501 S536 §574 5514 ST o3
Clarion §345 §302 357 3414 3443 3474 5507 5543 556 Sa22 3665
Cleareid 5345 362 3387 3414 5443 3474 5507 5543 5561 S523 3605
Clinton 231 7 T2 3353 323 5 EET eyl 528 =47 533
Columbia 5o 7 =21 3058 F007 629 3683 w3 g2 337 e
Cramford $345 $362 $357 5414 5443 5474 So07 S543 S561 SE22 $655
Cumberdand §A0E k] 452 pA5d 5518 5554 5503 [T a7 S26 i
Cauphin §06 23 452 g 5518 5554 55835 5534 56T Sr26 Tir
Cealaware 353 §332 409 3438 3459 350 5536 S574 514 7 703
Elk S37E 7 3424 3452 3455 3520 5536 S585 537 5541 725
Ere $262 $274 [=T] 5314 5335 5360 S3B5 412 S44q 47 5504
Faystte 5277 5291 5311 5333 5355 5381 Sa0s 4368 [T 500 5534
Fones! $345 $362 357 5414 5443 5474 S507 §543 5581 S22 $655
'E'IE 1] o = ) s 0 0 i L
Fulon 3475 435 3529 3566 3605 SE4E 5554 S742 754 S350 2909
Gregne o 302 367 3414 3443 3474 $507 543 581 $622 a5
Huntingdon £ 352 2357 3414 3443 3474 $507 543 $581 $522 565
Indana [T $362 $357 5414 5443 5474 So0T S543 S561 SE22 $655
Jeffarson §345 §3a2 5357 5414 5443 5474 S507 §543 5561 SE23 5655
Juniata 73 3195 ] 5566 5606 SB45 5854 5742 5754 5550 3208
Lackaaanmna §372 7 His 3443 3475 3505 2543 S561 622 S55E 712
Lancaster 414 <431 451 3493 3028 JoES So04 04T 552 v #7132
Laarance $202 $275 s394 5315 5337 5381 S3B6 413 S442 ] 5505
Lednaron SA0E 423 $A52 5484 5518 5554 5503 S5 a7 S26 STiT
Lehigh 2 438 53 3501 5535 3574 5514 857 703 §ra2 3505
_ Lureims §3r2 7 14 pdd3 3475 5506 5543 S581 [ SE6E 7 1.2
_ Lycoming 5331 7 2372 353 o 3455 SEET S5 S535 =597 5633
Wckean o j02 3357 3414 w4 ] 474 $507 543 581 $622 T
Wercer 5202 $275 [T 5315 5337 5361 S3B6 413 S442 [rE] 5506
NN 485 $504 5540 5577 5E18 SBE1 SrOT §7ET 5810 S55E 5027
Monnog 53712 7 5414 5443 5475 5508 S543 S581 (] o6 5712
Moripomery 5350 3376 405 3433 3463 3496 5530 S565 60T S550 5
_ Mortour 5435 3504 §40 3577 3613 FE61 SFOT S7aT 5310 S366 T
_ Horthamplon 21 36 155 3501 3538 574 $a5i4 $657 3703 $raz o
Momhumbenand §55 7 §521 5558 S507 SE39 SHE3 FEl S7E2 =37 s
Pemy SADE 423 452 5484 5518 5554 5503 S84 ] 526 5TiT
Philateiphla 5350 $378 305 3433 3463 3496 5530 5565 607 5550 3535
Flk= 5372 7 14 5443 3475 5505 5543 S581 [ So66 37z
Potlar S37E 7 24 o ] 3455 3520 2556 5555 53T 5581 2725
Schunikil 21 ] pd53 3501 3536 3574 $5i4 $657 703 $raz po0S
Snydar §l55 7 = 5558 S507 SE39 SoE3 s S7E2 kR SE0E
Somersat §345 §362 §357 5414 5443 5474 S507 §543 5581 SE22 §685
Sullhvan 5372 7 14 5443 3475 5505 5543 S581 [ SE6E 372
Slsquenanna 5372 7 His 3443 3475 3506 2543 S561 622 S55E 712
Tiogda 5331 7 §372 33498 o ] 3455 SEET S5 S535 397 §638
Linkan §l55 7 = 5558 S507 SE39 SoE3 s S7E2 kR SE0E
Wenango 262 275 T 5315 5337 5361 S3B6 5413 S442 EE] $S06
Wamzn 5345 362 5387 5414 5443 5474 S507 §543 5561 SE23 5655
Washington 273 3284 302 3326 3343 3373 5359 22T EIT AR 3523
Wanne 3372 7 414 3443 3475 3505 543 S561 622 SEGE LTl
Wesbmoreland =277 231 3311 3333 3356 3381 206 =236 6T =500 23
Wyoming 2372 7 414 3443 3475 3508 543 581 522 S5 712
work [TEE] 5502 537 5575 SE15 SEEE Srd 5753 5806 k] 5023
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PEMMSYLVANIA SECTION 1332 STATE INNCVATION ACTUARIAL AND ECOMNOMIC AMALYSES
WANER INDIVIDUAL REINSURANCE PROGRAM

Table 5c: Estimated Second Lowest Cost Silver ACA Premium Rate by County
21-Year-Old, Non-Tobacco User — Waiver Scenario

Walver
Coumnty 20 2 (PP 2023 2024 2025 Fa (P 2027 2038 N9 30
Adams 483 fd 7.2 §o05 3541 3578 3E19 $662 $708 5758 511 1]
Allegheny Fair 22 il S300 3321 s S36T 5353 220 2250 A1
AMSIrong [T 3345 5] 33095 3423 3452 SEE4 $518 S554 593 5634
Beawer 2T 2T w27 3318 340 a6 389 =16 =45 =TT =10
Bediom 2262 263 251 3301 3312 334 $368 $304 432 451 483
Berks 5414 $403 e $aE2 $402 3525 S566 505 5545 ) §TL2
Biair 262 263 5551 30 322 244 $368 $304 432 54851 483
Bradford =72 368 5393 342 3450 p4E2 5515 5552 $550 3531 BETE
Bucks 360 $360 390 317 3447 3 TE 511 347 S566 62T S0
Butier 2277 2277 47 3313 3340 3364 $389 =216 245 =TT 510
Cambira 45 =45 ] 395 23 a2 B4 518 554 353 634
Cameron 3378 3378 5405 $433 S48 3455 A3 $568 S508 $650 SE9E
Carbon 5372 §356 5303 5421 3450 3452 5515 5552 5550 55631 $676
Canire L 484 10T 3531 3568 SEE 3651 606 5745 ETiET §553
Chester §303 §3a0 5305 S422 3452 S4E5 517 5553 $500 $634 B 7E
Clarion §aE §3a5 ] 3385 23 452 S84 8518 5554 FEE] 5634
Clearfisid [T 3345 5369 33095 3423 3452 SEE4 $518 S554 593 634
Clinton 331 #2331 (55 373 05 43 =65 25T 332 =] ]
Columbia 465 465 497 5532 3569 SE09 3652 608 5746 Srog $855
Crawford 5345 §345 ) $355 3423 §452 S264 5515 5554 = 5634
Cumbsrand Ri06 §36 423 3453 355 3519 3355 S50 3635 3630 727
Cauphin 406 §9E S423 3453 3455 3519 555 S804 5535 530 Tri
Celaware 3363 §3G5 §395 T s SAE5 8517 8553 S552 634 §67a
Elk 5378 5378 405 3433 S5 3456 534 S$568 S508 Sa50 SE9E
Enig 262 #2462 w2ed 300 21 ] 36T 353 220 =50 =91
Faystte 2277 27T =97 5318 3340 3364 $380 16 5445 T 5510
Forest 5345 §345 = $355 3423 3452 S2E4 5515 5554 5553 5634
Frankln 5 3 T
Fufion 75 63 =G5 S530 3567 SEO7 $549 $605 5743 5195 551
Gregne 5 5 [SE] 3385 23 452 S84 8518 5554 F=EE] 634
Hurtingdon 345 345 5369 33085 3423 3452 SEE4 $518 S554 593 634
Indiana S S w63 395 23 52 B4 518 554 =93 534
JEMETE0n §345 §385 363 3305 3423 3452 S£R4 518 $554 593 §634
Juniata 473 453 455 $530 SE567 SEOT 5545 5555 5743 5TIE §551
Lackawanna §aT2 §368 5353 21 450 52 8515 S35 S350 631 §6TE
Lancaster 414 03 5452 S452 3452 3529 S566 605 $545 5533 742
LaaTence 262 263 FR 3301 Jd22 44 $365 5354 22 451 3433
Leharon 406 $296 =23 3453 S4585 3519 $555 504 $535 530 127
Lehigh =21 =10 i) 63 o2 Fo3T 75 15 556 4 Frad
_ Liuremea §372 j368 5393 42 34500 pAE2 3515 3552 $550 531 §ETE
~Lyzoming §331 331 §355 5373 3405 TET] S2E5 5257 5532 5558 ]
Mckean 5 5 3363 3385 123 452 S84 8518 5554 F=EE] §6.32
Mercer =262 263 5251 3301 3322 3344 $368 $30d4 422 5251 [TEE]
Mifin 5 T2 S0l Sod0 L] FIE] 662 SrDE S7o6 511 068
Monroe =272 368 5293 42 3450 3452 3515 3552 $550 $a31 $67E
MorTigomeny 360 5o 50 7 47 e 11 =547 F566 62T 570
_ Morhour 485 72 §505 S840 3578 SE19 S$662 708 758 5511 §o6E
" Harthamoion 471 410 T $4E3 SE02 §537 §575 5515 5558 S704 753
Marthumberiand 455 jd55 WET S0a2 3063 3609 65 655 ard6 FTEE] 5
Pemy 406 3396 [Fk] 3453 3455 3519 555 S804 5535 5530 127
Philageiphia 360 i S350 17 3447 TS 511 347 S566 62T 670
Plkz =272 368 5393 42 3450 452 3515 3552 $550 $a31 $67E
Polier $3TE 376 05 433 454 456 53 568 606 550 596
Schudkil 401 §410 3438 S469 352 3537 575 5615 $658 704 T3
Snyder 455 455 45T 5532 5563 SE0S S552 5555 5746 ETIE 555
Somersst 5 5 S 3385 23 452 S84 8518 5554 F=EE] §6.32
Sulllvan =72 368 5393 421 3450 3452 5515 5552 $550 3531 675
Slsgquehanna 72 $308 53 21 ] 482 515 952 550 631 567G
Tioga j331 p231 55 3379 3406 3434 SEBS 207 5532 560 T
Unian G5 G5 B4ET 032 3063 3609 652 658 746 735 S
WEnango 2 263 B2 3301 3322 3 5368 $35d fkF] 51 B483
Wamen 5T $345 5363 33585 3423 3452 S2E4 $518 $554 593 634
Washingion 273 270 [RIE] 3309 3330 3354 &375 =05 233 il 436
W =72 368 [ %75 421 3450 3452 5515 5552 $550 3531 $67E
Wesimoredand 2T w7 2297 3318 340 3364 389 =16 =45 =TT =10
Wyoming =272 368 5293 42 3450 3452 3515 3552 $550 $a31 $67E
ik =43 72 So05 541 o748 3619 662 bl 756 =511 068
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PENMNSYLVAMIA SECTIOM 1332 STATE INNOVATION ACTUARIAL AMD ECOMOMIC AMALYSES
WANNER INDIVIDUAL REIMSURANCE PROGRAM

Table 5d: Change in Estimated Second Lowest Cost Silver ACA Premium Rate by County
21-Year-Old, Non-Tobacco User — Baseline to Waiver Scenario

Baasling o Wahmer

County 2020 7021 703 2023 2024 2025 2026 2027 Z028 FIrE 7030
ASIME 0.0% -£.0% £.0% 4.0% 4.0% -6.0% -6.0% -6.0% £.0% £.0% £.0%
Allegheny 0.0% -4 5% -4 5% -4 6% -4 6% -4 E% -4 B8 -4 BB -4 B -4 5% -4.5%
Amsirong L.0% -4.5% -4.6% ~<.6% ~.6% ~4.6% ~2.6% ~2.6% —1E% 5% -1.65%
Beavar 0.0% -4 5% -4 5% -4 6% -4 6% -4 % -4 ER -1 ER -4 B -4 5% -4.6%
Bediord TO%  45% A% A%  Aes  AEm  ZEs  JEm  dEwm 45w d5%
Berks 0.0% £ 4% £.4% -0.4% -4.4% -5.4% -4.4% -0.4% -5.4% -£.4% -£.4%
Blair [.0% -4. 6% -4.6% 4.6% -4.6% -4 % -4 5% -4 ER -4 B -45% -4.6%
Bradrond [.0% -5 1% -51% S.1% -5.1% -5.1% -5.1% S5.1% S.1% 5.1% £.1%
Bucks [.0% -3 6% -3 6% -3.6% -3.6% -3.8% -18% -1ER -3E% -38% -1.6%
Butier 0.0% -4.5% -4.6% ~<.6% “.6% ~4.6% ~2.6% -1.6% —4E% 5% -1.5%
Cambna 0.0% -1 5% -4 6% -2 5% -4.6% -4 5% -4 5% -1 E% -4 5% -4 5% -4.6%
Camenon 0.0% -4.6% -4.6% -4.6% -4.6% -4 6% -2 5% -4 E% -45% -45% -4.6%
C-arban 0.0% -5 1% -2 1% -5.1% -5.1% -5.1% -5.1% -5.1% -5.1% -5.1% -5.1%
Canfre [.0% 4. 8% -4.6% ~4.6% -A.6% -4 % -4 E% -4 B -4 B -45% -4.6%
Chesler [.O% -2.8% -2.6% -3.6% -3.6% -3.6%. -3.6% -3.6% -3.E% -3.8% -3.6%
Clarion [.0% -4 5% -4 6% -2 5% -4 6% -4 5% -4 5% -1 E% -4 5% -4 5% -4.6%
Cicameid DD0%  A5% A% A%  aes  AEm  ZEs  JEm  dEwm 45w d5%
Clinton 0.0% -4 5% -4 6% ~£.6% -4.6% -4.6% -2 5% -4 6% -4 5% -4 6% -4.6%
Columbla 0.0% -4. 6% -4.6% 4.6% -4.6% -4 % -4 5% -2.E% -4 B -45% -4.6%
Crawford 0.0% -4.5% -4.6% -£.6% -4.6% -4.6% -2.6% -2.8% -4.E% -4.5% -1.5%
Cumbsanand [.0% -£.&% £.4% 6.4% 6.4% 5.4% -5.4% -5.4% £.4% £.4% £.4%
Tauphin 0% 4% E4% &A%  54%  5A%  54%  E£4% 2% E£a £
Ceslanare [.0% -3.6% -36% -3.6% -3.6% -3.6% -3.8% -18% -3 6% -30% -3.6%
Elk 0.0% -4. 6% -4.6% 4.6% -4.6% -4 % -4 5% -4 ER -4 B -45% -4.6%
Ene 0.0% -4 6% -4 6% -4.6% -.6% -4.6% -2 5% -2.8% -4 6% -4 6% -4.6%
Faystte 0.0% -4.6% -4.6% ~4.6% -4.6% -4 E% -4 E% -4E% -4 E% -45% -A.6%
Faonesl 0.0% -4.5% -4.6% -4.6% -4.6% -4.6% -2.6% -41.6% -4.E% -4.5% -1.5%
Frankln 0% 5.5 £.4% 0.4% a.4% 5.4% 045 0.4 545 5. £
Fufion 0.0% -£.4% £.4% 6.4% 6.4% 5.4% -5.4% -£.4% £.4% 4% £.4%
Greens 0.0% -4 6% -4 6% -4.6% -.6% -4.6% -2 5% -2.8% -4 6% -4 6% -4.6%
Huntnigdon 0.0% -4.6% -4.6% ~4.6% -A.6% -4 % -4 E% -4E% -4 E% -45% -4.6%
Indana 0.0% -4.5% -4.6% -£.6% -4.6% -4.6% -2.6% -2.8% -4.E% -4.5% -1.5%
Jefferson 0.0% -4.6% -4.6% 4.6% A.6% -4 % -4 E% -1 ER -4 B -48% A6%
Juniata O.0%  Ed%  Ea%  Ba%  54%  £4% 545 Ed%w  E4An  Eaw  Ean
Lackaasrma 0.0% -5.1% -2 1% -5.1% -5.1% -5.1% -5.1% -5.1% -5.1% -5.1% -5.1%
Lancasier 0.0% &% £.4% 6.4% A.4% 5.4% -5.4% -£.4% £.4% £.4% £.4%
Laarsnce 0.0% -4.6% -4.6% -£.6% -4.6% -4.6% -2.6% -1.6% -4.5% -4.5% -1.5%
Lenaran 0.0% -£. 4% £.4% £.4% 6.4% 5.4% -5.4% -5.4% £.4% £.4% £.4%
Lehigh D0%  £4%  £4%  £4%  54%  S4%  54%  £4%  £4%  £an £2%
_ Limeme 0.0% -E 1% -E1% S1% S1% -5.1% -5 1% -5 1% -5 1% -S1% S1%
_ Lycoming 0.0% -4. 6% -4.6% 4.6% -4.6% -4 % -4 5% -4 ER -45% -45% -4.6%
Mickean 0.0% -4 6% -4 6% ~£.6% -4.6% -4.6% -2 5% -4 6% -4 5% -4 6% -4.6%
Mermzer 0.0% 4. 8% -4.6% ~4.6% -4.6% -4 E% -4 E% -4 B -4 B -45% -A.6%
KiMin 0.0% £.4% £.4% S.4% 4.4% 5.4% -5.4% -5.4% -£.4% £.4% £.4%
Monnoe 0.0% -5 1% -E1% S1% -51% -5.1% -5 1% -5 1% -S1% -S1% S1%
Miorigomery 0.0% -3.6% -36% -3.6% -3.6% -3.6% -18% -3E% -3E% -36% -16%
__ Miormtour [.0% 4% £.4% 0.4% A.4% -5.4% -5.4% -£.4% £.4% 4% £.4%
__Northamgpton [.0% -£.&% £.4% 6.4% 6.4% 5.4% -5.4% -5.4% 4% £.4% £.4%
Morthumoeriand [.0% -4.5% -4.6% -£.6% -4.6% -4.6% -2.6% -2.8% -4.E% -4.5% -1.5%
Pemy 0.0% -£.4% £4% £.4% 6.4% 5.4% -5.4% -H.45% £.4% £.4% £.4%
Philadeipnia 00%  -35%  36%  3.5%  3.F%  35%  3.E%  GE%  3E% 35w 35%
Flka 0.0% -5 1% -51% -51% -51% -5.1% -3.1% -3.1% =5 1% =5.1% =515
Pofar 0.0% -4. 6% -4.6% 4.6% -4.6% -4 % -4 5% -4 ER -4 B -45% -4.6%
Schundkll 0.0% -£.4% £4% 4% A.4% S5.4% -5.4% -5.4% 4% £.4% £.4%
Sn 0.0% 4. 8% -4.6% ~4.6% -4.6% -4 E% -4 E% -4 B -4 B -45% -A.6%
Somersat D0%  45%  d6%  Af%  Sf%  AF%  2f%  E%  dE% 45w d5%
Sulllvan 0.0% -E 1% -E1% S1% S1% -5.1% -5 1% -5 1% -5 1% -S1% S1%
Susquetanna 0.0% -E 1% -E1% S1% S1% -51% -5.1% -5.1% 1% -51% E1%
Tioga [.0% =1.6% -4.6% ~£.6% -4.6% -4.6% -2 5% -1 5% -4 B -45% -1.6%
Linkon [.0% 4. 8% -4.6% ~4.6% -4.6% -4 E% -4 E% -4E% -4 B -45% -A.6%
VEnango [.0% -4.5% -4.6% -£.6% -4.6% -4.6% -2.6% -2.8% -4.E% -4.5% -1.5%
Viamen 0.0% -4 8% -4.6% 4.6% -4.6% -4 % -4 E% -1 ER -4 8% -48% A6%
Washington 0.0% -5 1% -E1% -E1% S1% -51% -5.1% -5 1% -5 1% -51% E1%
Wanme 0.0% =5 1% -51% -9.1% -5.1% -5.1% -3.1% -3.1% -5 1% =5.1% =515
Westimoreland 0.0% -4 5% -4 5% -4 6% -4 6% -4 % -4 ER -4 ER -4 B -45% -4.6%
Viyoming 0.0% -o.1% -51% S.1% -5.1% -5.1% -5.1% S5.1% S.1% 5.1% £.1%
¥ork 0.0% -£.0% £.0% A.0% A.0% -5.0% 505 505 -£.0% £.0% £.0%
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Due to the application of the specified age curve for ACA rating purposes, a similar percentage
change would be expected to occur for all other ages, although all else equal, the premium
difference would generally be expected to be greater than that shown above for enrollees who
are older than 24 and less than that shown above for enrollees who are younger than 2110

Comprehensiveness of Coverage Reguirement

Under the comprehensiveness of coverage requirement, health care coverage under the
proposed Section 1332 Waiver must be forecast to be at least as comprehensive overall for
Pennsylvania residents as coverage absent the waiver. " Comprehensiveness refers to
coverage requirements for ACA essential health benefits (EHBs) and, as appropriate, Medicaid
and CHIP standards. The proposad Section 1332 'Waiver does not impact the scope of senvices
covered by issuers in the commercial markets or the scope of services covered by the Medicaid
or CHIF programs. Therefore, the proposed Section 1332 Waiver is expected o have no impact
on the comprehensiveness of coverage available to Pennsylvania residents.

Economic Analysis and Deficit Neutrality

Under the deficit neutrality requirement, projected federal spending, net of federal revenues,
under the proposed Section 1332 Waiver must be equal to or lower than projected federal
spending net of federal revenues in the absence of the waiver.2

The proposed Section 1332 Waiver was analyzed to determine its expected impact on costs
associated with PTCs. Table 6 summarizes the expected impact of the proposed Section 1332
Waiver on the federal deficit for each year from 2021 through 2030 assuming gross premium
rates in the individual ACA market are reduced by an average of approximately 4.6% (i.e.,
relative to the premium rates which would otherwise be charged if no reinsurance program werg
in place). A detailed discussion of these items, as well as a discussion of other items considered
in determining the impact to the federal deficit, follows.

10 hitps:/Awww.cms.gow CCIOPrograms-and-Initiatives/Health-Insurance-barket-
Reforms/Downloads/StateSpecAgetn s3] 17 pdf

W45 CFR 155.1 308 (3N ivi(A)

1245 CFR 155.1308(F)(3)} )0}
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Table 6: Impact of the Proposed Section 1332 Waiver on the Federal Deficit
{Amounts shown in millions, rounded to nearest hundred thousand)

A B C D A-B-C-D
Change in Change in
Shared Health
Change in Change in Responsibility Insurance Change in
Year PTCs User Fees Payments Provider Fees  Federal Deficit
2020 0.0 $0.0 $0.0 $0.0 0.0
2021 -5835.1 $0.0 $0.0 $0.0 -395.1
2022 -$101.8 $0.0 $0.0 $0.0 -$101.8
2023 -5109.0 $0.0 $0.0 $0.0 -$109.0
2024 -$116.7 $0.0 $0.0 $0.0 1167
2025 -5124.8 $0.0 $0.0 $0.0 -$124.9
2026 -$133.7 $0.0 $0.0 $0.0 -$133.7
2027 -51431 $0.0 $0.0 $0.0 -51431
2028 -$153.2 $0.0 $0.0 $0.0 -$153.2
2029 -5163.9 0.0 0.0 0.0 -5163.9
2030 -5175.5 $0.0 $0.0 $0.0 -$1755

Ol P10 e Conm0ened expendilres for e i=0eral gavemment Whereas Cichange User Fees, Ghared ResponsDiliy Payments, and Heath
IreELrancs Proniders Fess are considarad revenus sounss for the federal gummarr. Therefore, 3 reduction In PTCE will decraass the faoeral dafict
wheraas a reduction In Exchange Usar Feas, Shared Responsibilly Payments, or Healtn Insurancs Provider Faes wil Incraase the federal getcit

A more detailed summary providing projected results over the ten-year budget period under
both the baseline and Section 1332 Waiver scenarios, including all additional information
requested in the “Checklist for Section 1332 State Innovation Waiver Applications” that has not
already been presented (i.e., the projected volume of individual ACA market enrollees by PTC
eligihility, the overall average individual ACA market premium rate PMPM, aggregate premium
and PTC amounts, aggregate exchange user fees, and projected cost as well as funding levels
of the proposed reinsurance arrangement) is shown in Appendix B.

Premium Tax Credits

Changes in premium for the second lowest cost silver plan and changes in subsidized
enrollment have a direct impact on PTCs paid by the federal government. As shown in Table 7,
assuming gross premium rates in the individual ACA market are reduced by an average of
approximately 4.6% under the waiver scenario relative to the baseline scenario, the proposed
Section 1332 Waiver is expected to significantly decrease the volume of PTCs paid by the
federal government each year beginning in 2021.
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Table 7: Summary of PTC Enrollment and PTC Payments
Baseline and Waiver Scenarios

Baseline Waiver Change

Total

PTC Avg PTC  Total PTCs PTC Avg PTC Total PTCs PTCs

Year | Enrollment PMPM {miillions) Enrollment PMPM {miillions) [mnillions)

2020 262,500 4734 $1,511.9 262,500 4734 $1,511.8 $0.0
2021 263,200 F201.4 $1,583.5 263,200 4713 51,4854 -593.1
2022 263,300 F543.3 ¥1.,7116.7 263,300 Fa11.1 31,6149 -5101.8
2023 263,400 $5858.3 $1,638.9 263,400 $553.9 $1,750.9 -5109.0
2024 253,600 F636.7 $2013.8 253,600 $599.8 $1,8971 -F116.7
2025 263,700 F6856.7 F21791 263,700 F649.2 $2,054.2 -5124.9
2026 263,800 FT44.4 $2356.7 263,800 $702.2 $2.2230 -5133.7
2027 263,900 F504.3 F25474 263,900 F739.1 52,404 4 -5143.1
2028 264 100 $5868.6 $2752.3 264 100 $520.2 $2.594.2 -§$153.2
2029 264 200 F937.6 F29723 254 200 F585.8 $2.8083 -§163.9
2030 264 300 $1.011.6 $3,208.4 264 300 $956.2 $3,033.0 -5175.5

Mates:
1.  Enmliment volumes have Deen munded to the nearest hundred and refiect average manthiy enmilment levels
2 PMPM values have been nounded to the nearest ten cenits
3. Total PTCs are In millons and have been nounded to the neanest hundred thousand

The overall impact of the proposed Section 1332 'Waiver on the volume of enrollees receiving
PTCs is expected to be minimal. Therefore, the decrease in PTC payments shown is driven
entirely by the expected decrease in gross premium rates as a result of the implementation of
the reinsurance program in 2021 which reduces gross premium rates by approximately 4. 6%
{i.e., relative to the premium rates which would otherwise be charged if no reinsurance program
were in place).

Other Considerations Related to the Federal Deficit
Other items considerad in estimating the impact of the Section 1332 Wavier on the federal
deficit include the following:

+ Exchange User Fees - Starting in 2021, Pennsylvania will implement the Pennsylvania
Health Insurance Exchange, its state-based exchange, through which issuers will sell ACA
insurance plans to individuals and families. Given that no Exchange User Fees are
anticipated o be paid to the federal government in 2021 and later under either of the
baseline or waiver scenanos, there is no impact an the federal deficit as a result of
Pennsylvania's Section 1332 Waiver.

« Federal Individual Mandate Penalty - Under the ACA, most individuals are required to
maintain a minimum level of health insurance coverage. However, under the Tax Cut and
Jobs Act of 2017, the federal individual mandate penalty was reduced to 30 starting in 2019.
As a result, the proposed Section 1332 Waiver will have no impact on shared responsibility
payments.

« Cost-Sharing Reduction Payments - Given that federal cost-sharing reduction (CSR)
payments are not currently being funded and have been assumed to remain unfunded in the
future, there is no expected change assumed in the volume of CSR payments between the
baseline and waiver scenarios.
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« Health Insurance Providers Fee - \With respect to the HIF Fee, given that this fee will he
repealed starting in 2021, the proposed Section 1332 Waiver will have no impact on HIP
Fee revenues.

» Federal Income Taxes - There is the potential for the proposed Section 1332 Waiver to
impact the amount of federal income taxes paid by issuers. However, we considered the
potential impact of this item and, in our opinion, believe it to be de mininis.

Sensitivity of Results

Significant uncertainty exists with respect to future enroliment and premiums in the individual
ACA market. As a result, actual experience will likely differ from what is assumed in this
analysis. We note that some of the key assumptions related to health insurance markets that we
made in the development of cur projections include the following: CSR subsidies will continue to
be unfunded by the federal government and issuers will continue to load premiums for their on-
Exchange silver plans by an amount estimated to be egual to the lost CSR payments, issuer
plan and network offerings will be similar to those available to consumers in 2020, issuer pricing
assumptions will be similar fo those used in 2020 (except where explicitly stated), there will be
no significant issuer entries or exits, due to state policies there will be no significant impact
expected as a result of recent federal regulations around association health plans (AHPs) and
short-term limited duration insurance (STLDI) plans, the HIF Fee will be repealed starting in
2021, and there will be no additional significant legislative changes at either the state or federal
level. To the extent these assumptions do not hold true in future years, we would expect that
actual results would vary, potentially significantly, from those assumed in this analysis. Further,
given that federal pass-through funding will ultimately be based on actual premium rates filed by
issuers offering coverage in Pennsylvania's individual ACA market and actual enroliment
volumes, final funding amounts are likely to differ from the estimates provided in this report.

Given the level of uncertainty, we performed significant sensitivity tesfing of key assumptions
and shared those results with the PID. Some of the key assumptions which were sensitivity
tested include the following:

« Owerall membership volumes

+  MNon-PTC membership volumes

* The change in the second lowest cost silver premium PMPM due to the reinsurance
program

* The ratio of PTCs to APTCs

* The level of assumed morbidity improvement due to the reinsurance program

We note that in each of scenario tested, while the changes made to the specified assumptions
impacted the cost estimates of the reinsurance program and projected federal pass-through
funding amounts, there were no cases in which any of the four federal requirements associated
with Section 1332 Waivers was not expected o be met.
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4. Data Sources and Modeling Methodology

The projections underlying our analysis are based on results from Oliver Wyman's HREM Model,
which was utilized to examine the impact that the proposed Section 1332 Waiver is expected to
have on the health insurance markets in Pennsylvania, and in meeting the requirements
associated with Section 1332 Waivers as outlined in federal statute and regulation. The HEM
Model is an economic utility model that captures the flow of individuals across various markets
and coverage options based on their economic purchasing decisions. It is integrated with
actuarial modeling designed to assess the impact that various reforms are expected to have on
the health insurance markets.

We estimate that the proposed Section 1332 Waiver will not have a material impact on the
number of Pennsylvanians covered under employer-sponsored plans, Medicaid, Medicare,
CHIP, or other public programs. As a result, we did not present detailed modeling resulis for
those markets.

The primary basis for the population underlying the HRM Model is data from the 2016 American
Community Survey (ACS). The ACS data provides detailed information for each individual in a
surveyed household unit, including demographic, socioeconomic, geographic, and employment
information. The data also provides information regarding health insurance coverage type. The
ACS data was supplemented and synthesized with several other data sources, including
information from an issuer data call, in order to develop a complete and comprehensive view of
the current health insurance market in Pennsylvania.

The PID issued a data call to the health insurance issuers expected to offer coverage in
Pennsylvania’s individual ACA market in 2021 to collect detailed information for that market to
aid in calibrating the HRM Maodel. The data included premium, claims, and enrollment
information from January 2018 through August 2019. The issuer provided data was further
augmented with information from a number of other sources, including but not limited to:

« 2017 and 2018 statutory financial statements submitied by issuers in Pennsylvania’s
health insurance markets

2016-2018 medical loss ratio (MLR) data

2016-2019 Marketplace enrollment public use files

2016-2019 effectuated enrollment reports

5. Census Bureau data

2016-2018 final summary reports on risk adjustment transfers

2016-2018 health insurance coverage estimates from the Kaiser Family Foundation
Mational CPl and CMS Personal Health Care Price Index projections

Publicly available 2020 rate filing information (e.g., Unified Rate Review Template data)
2016-2020 individual and small group ACA market premium rates

These additional data sources were utilized to determine the overall average annual ennoliment
volumes in the health insurance market for each of 2016, 2017, 2018, and 2015 (accounting for
those issuers that exited the market prior to 2018), to validate the issuer data which was
provided (e.g., average premiums PMPM), and to gather additional information utilized in our
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modeling but not captured through the issuer data call (e.q., the distribution of individuals
enrolling through the FFM, including by income range).

Health status was assigned to various sub-populations within the HEM Model based on a
statistical analysis of self-reported health status data obtained from the Current Population
Survey (CPS). The CPS data provides the starting assumptions for the population morbidity,
because the data includes a self-reported health status indicator as well as fields classifying
income, age, gender, geography, coverage type, and other categories. Respondents to the
survey classify their health into one of five categories: excellent, very good, good, fair and poor.
The model reflects these classifications numerically by assigning a morbidity load to each

category.

Information from the Agency for Health Care Research and Quality's MEPS data was used to
simulate the Pennsylvania employer-based market. MEPS identifies key statistics for the
employer-based market for every state by group size, including employer offer rates, employes
take-up rates, and self-funding rates among employers. Individuals in the ACS data identified as
waorking for private employers were categorized info employer group size segments (e.g., small
employer groups) based on the distribution of employees by group size according to MEPS. The
MEPS data was also used to determine the number of individuals enrolled in self-funded plans
to estimate the total size of the employer-based market. MEPS data was further used to inform
our estimates of employer offer rates and self-funding rates.

The utility functions underlying the HEM Model were then calibrated to replicate the number of
individuals in each of the individual, employer-based, and uninsured markets in Pennsylvania
for 2016, 2017, 2018, and 2019. The various parameters of HRM Model's utility functions were
then further adjusted until the model also projected individual ACA market enrollment in each of
2016, 2017, 2018, and 2019 that was consistent with key charactenistics of the actual individual
ACA market enroliment for each year (e.g., by age range, income range, geography, etc.).

The HRM Model assumes a “steady”™ state population beyond 2020. This means the overall
distribution by income, health status, employer size, and family composition of the entire
population being modeled is not expected to change significantly. Additional adjustiments were
applied to the modeled results to reflect anticipated population growth within Pennsylvania. The
population growth adjustments were developed basad on population projections which are
publicly available on the United States Census Bureau website.

Average claim costs were calibrated and adjusted on an overall basis using information
provided in the issuer data call, statutory financial statements, and from other public data
sources previously noted. Beyond 2020, claim costs within the HEM Model were trended
forward assuming an average annual claims trend rate in the individual ACA market equal to
7.0%. This assumption was developed based on discussions with issuers in Pennsylvania’s
individual ACA insurance market as well as through a review of publicly available information
from Pennsylvania's individual ACA market rate filings for 201% and 2020. Claim costs in the
small and large group markets were trended forward using National Health Expenditure (NHE)
data published by CMS .12

whadl LT Sig > Jog-4 = 'II.-l -. = b
Reporis/NationalHealthExpendData/MNationalHestthAccountsProjected. himl - Table 17; employer-sponsored private
health insurance
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Member cost-sharing and incurred claims were calculated by the HREM Model, with the assumed
annual limitation on cost-sharing indexed for inflation each year according to federal regulations
using the most recent NHE data.

Actual lowest-cost bronze, silver, and gold premium rates and second-lowest cost silver
premium rates for Pennsylvania's individual ACA market in 2016, 2017, 2018, 2019, and 2020
were utilized in the HREM Model. Premium rates for 2021 (the baseline scenario) were
developed by trending the actual 2020 premium rates at the same 7.0% trend rate as was used
for claims and then adjusting those premium rates to reflect the anticipated impact of the repeal
of the HIP Fee, by carrier. Premium rates in the individual ACA market for 2021 and beyond are
assumed to increase by the assumed annual premiumfclaims trend rate of 7.0%. Premium rates
in the small and large group markets are assumed fo increase by the projected annual claims
trend rates for private employer sponsored health insurance per the NHE data published by
CMS.

Federal PTCs for eligible individual ACA market enrollees were assumed to change each year
based on premium changes associated with the second lowest cost silver plan available
changes in the Applicable Percentage Tables. The Applicable Percentage Tables, while known
for 2016 through 2020, were adjusted each year beyond 2020 according to the methodology
outlined by the 2020 Final Benefit and Payment Parameter Notice, including specifically
adjusting for the change in methodology in 2020 which accounts for changes in both individual
and group premiums in developing the applicable percentages.™ Premium and income growth
rates utilized in developing the Adjustment Ratio that was applied to the projected Applicable
Percentage Tables were based on the most recent NHE projections published by CMS.

As noted earlier, additional key assumptions which were incorporated into the HREM Model
include the following: CSR subsidies will continue to be unfunded by the federal governmment
and issuers will continue to load premiums for their silver plans by an amount estimated to be
equal o the lost CSR payments, issuer plan and network offerings will be similar to those
availahle to consumers in 2020, issuer pricing assumptions will be similar to those used in 2020,
there will be no significant issuer entries or exits, due to state regulation there will be no
significant impact expected as a result of recent federal regulations around association health
plans (AHPs) and shori-term limited duration insurance (STLDI) plans, and there will be no
additional significant legislative changes at either the state or federal level.
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5. Distribution and Use

This report was prepared for the sole use of the Commonwealth. This report is not intended for
general circulation or publication, nor is it to be used or distributed to others for any purpose
other than those that may be set forth herein or in the definitive documentation pursuant to
which this report was issued. Oliver Wyman understands that the report will be public and used
to support the Commonwealth's Section 1332 Waiver application. All decisions in connection
with the implementation or use of advice or recommendations contained in this report are the
sole responsibility of the Commonwealth.

Qliver Wyman's consent to any distribution of this report to parties other than the
Commonwealth does not constitute advice by Oliver Wyman to any such third parties and shall
be solely for informational purposes and not for purposes of reliance by any such third parties.
Oliver Wyman assumes no liability related to third party use of this report or any actions taken or
decisions made as a conseguence of the results, advice or recommendations set forth herein.
This report should not replace the due diligence on behalf of any such third party.
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6. Disclosures and Limitations

Cliver Wyman Actuarial Consulting, Inc., was engaged by the Commonwealth of Pennsylvania
to assist in performing actuarial and economic analyses as part of its State Innovation Waiver
application under Section 1332 of the Patient Protection and Affordable Care Act. The actuarial
senvices provided consisted of analyses and forecasting to determine whether the proposed
Section 1332 Waiver will satisfy the Section 1332 Waiver guardrail requirements.

Tammy Tomczyk and Ryan Schultz, Fellows of the Society of Actuares and Sarah Langford, an
Associate of the Society of Actuaries are responsible for this actuarial communication. They are
all Members of the American Academy of Actuaries and meet the requirements to issue this
report.

For our analysis, we relied on a wide range of data and information as described throughout this
report. This includes information received from the issuers currently offering coverage in the
individual ACA market in Pennsylvania. Though we have reviewed the data for reasonableness
and consistency, we have not independently audited or otherwise verified this data. Our review
of the data may not reveal emors or imperfections. We have assumed the data provided is hoth
accurate and complete. The resulis of our analysis are dependent on this assumption. If this
data or information are inaccurate or incomplete, our findings and conclusions may need to be
revised. All projections are hased on data and information available as of November 25, 2019,
and the projeciions are not a guarantee of results which might be achieved.

The estimates included within are based on federal law, regulations issued by the United States
Depariment of Health and Human Services and the Intemal Revenue Service, and applicable
laws and regulations of the Commonwealth of Pennsylvania as of November 25, 2019, Further,
our estimates assume that current law as it relates to the Affordable Care Act, and other
statutes and regulations that impact the health insurance markets, will continue in the future
years without material change that would impact the results included in this report.

In addition, the projections we show in this report are dependent upon a number of assumptions
regarding the future economic environment, medical trend rates, issuer behavior, the behavior
of individuals and employers in light of incentives and penalties, and a number of other factors.
These assumptions are disclosed within the report and have been discussed with
representatives from the Commonwealth of Pennsylvania.

While this analysis complies with the applicable Actuanal Standards of Practice, in pariicular
ASOP Mo. 23, Data Quality and ASOP No 41, Actuarial Communication, users of this analysis
should recognize that our projections involve estimates of future events, and are subject to
economic, statistical and other unforeseen varations from projected values. We have not
anticipated any extracrdinary changes to the legal, social, or economic environment that might
affect our projections. For these reasons, no assurance can be given that the emerging
expenence will correspond to the projections in this analysis. To the extent future conditions are
at vanance with the assumptions we have made in developing these projections, actual results
will vary from our projections, and the variance may be substantial.
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Cliver Wyman is not engaged in the practice of [aw and this report, which may include
commentary on legal issues and regulations, does not constitute, nor is it a substitute for, legal
advice. Accordingly, Oliver Wyman recommends that the Commonwealth of Pennsylvania
secure the advice of competent legal counsel with respect to any legal matters related to this
report or otherwise.

This report is intended to be read and used as a whole and not in parts. Separation or alteration
of any section or page from the main body of this report is expressly forbidden and invalidates
this report.
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/. Actuarial Certification

I, Tammy Tomczyk, am a Partner with Oliver Wyman Actuarial Consulting, Inc. | am a Fellow in
the Society of Actuaries, a Member of the American Academy of Actuaries, and am qualified to
provide the following cerfification.

This actuarial certification applies to the Commonwealth of Pennsylvania's application for a
State Innovation Waiver under Section 1332 of the Patient Protection and Affordable Care Act.
The State is seeking to waive §1312(c)(1) of the Affordable Care Act, which requires that all
enrollees in all health plans offered by an issuer in the individual market be members of a single

risk pool.

Reliance

In performing the analyses outlined in this report and arriving at my opinion, | used and relied on
information provided by the Commonwealth of Pennsylvania, information obtained from issuers
currently offering coverage in the individual ACA market in Pennsylvania, financial statement
information, and additional information published by varous agencies of the federal
govemment.

| used and relied on this information without independent investigation or audit. If this
information is inaccurate, incomplete, or out of date, my findings and conclusions may need to
be revised. While | have relied on the data provided without independent investigation or audit, |
have reviewed the data for consistency and reasonablensss. Where | found the data
inconsistent or unreasonable, | requested clarification.

Actuarial Certification
In my opinion, the Commonwealth of Pennsylvania’s proposed Section 1332 Waiver application
complies with the following requirements:

+  Scope of Coverage Requirement: The Section 1332 Waiver will provide coverage to at
least a comparable number of the State’s residents as would be covered absent the
wailver.

« Affordability Requirement: The Section 1332 Waiver will provide access to coverage
and cost-sharing protections against excessive out-of-pocket spending that results in
coverage which is at least as affordable for the State’s residents as would be provided
absent the waiver.

« Comprehensiveness of Coverage Requirement: The Section 1332 Waiver will
provide access to coverage that is at least as comprehensive for the State's residents as
would be provided absent the waiver.

+« Deficit Meutrality Requirement: The Section 1332 Waiver will not increase the federal
deficit.

This certification conforms to the applicable Actuarial Standards of Practice promulgated by the
Actuarial Standards Board.

— {"_‘ .
{“*\Lﬂﬂul mﬁ ‘:-?-};'.'1:»)“—— January 9, 2020
A2
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Appendix A. Overview of Oliver Wyman’s
Healthcare Reform
Microsimulation Model

We utilized Oliver Wyman's HEM Model to assess the impact that the proposed Section 1332
Waiver is expected to have on the individual health insurance market and comespondingly the
uninsured population in the Commonwealth of Pennsylvania. The HEM Model is an economic
utility model that captures the flow of individuals across various markets and coverage options
based on their economic purchasing decisions and is integrated with actuarial modeling
designed to assess the impact various reforms are expected o have on the health insurance
markets. This model is a leading-edge tool for analyzing the impact of various healthcare
reforms or proposed legislation.

The HRM Model projects the number of individuals expected to seek coverage under each
health insurance coverage type using economic utility functions. The decision-making process
for determining which health insurance coverage type is selected is made at the health
insurance unit (HIU) level, where an HIU is defined as any grouping of family members where
each person within the HIL might be eligible for coverage under the same policy. One exception
o this is that individuals who are identified as being eligible for Medicare, Medicaid, CHIP, and
other govemment sponsored coverage (e.g., government workers) are assumed to retain their
govemment sponsored coverage, and the economic ufility associated with employer-based
coverage, individual market coverage or being uninsured is only evaluated by the HEM Model
for the remaining individuals within an HIU.

HILls are generally assumed to make economically rational decisions in selecting the health
insurance option that maximizes the economic wility for the HIU. The HRM Model allows for
some irrational behavior, including the principle of “inertia”® in HIU decision making (i.e., people
are unlikely to make significant changes in their situation for relatively small changes in utility)
and the assumption that not all uninsured individuals will actually shop for health insurance
coverage each year.

An HIU's decision to enrcll in ACA coverage is based on the lowest cost bronze, silver, or gold
plan available in each rating area (RA) which provides the greatest economic value. Both on-
Exchange and off-Exchange plans are made available fo each HIU, with PTCs applied to
eligible HIUs. The economic utilities for all members of the HIU are aggregated to develop the
corresponding utility for the HIU under each health insurance option.

Individuals identified as working for private employers are randomly categorized into synthetic
employer groups of vanying group sizes based on the distribution of group size from the Medical
Expenditure Panel Survey (MEFPS). An employer-based economic utility function, which takes
into account items such as the expected costs which would be incurred as a result of not
offering coverage (e.g., the penalty for not offering coverage) and the benefits that would be
available to an employer's employeeas if they were to purchase coverage in the individual market
(e.g., PTCs), determines whether a given emplayer will offer health insurance coverage to its
employees and their dependents. If an employer offers coverage, all eligible employees and
their dependents within each HIU {i.e., individuals who are not eligible for health insurance
coverage through a government sponsored program) are assumed to evaluate the health
insurance coverage options offered by the employer.
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The decision as to whether an HIU will take up coverage in either the employer-based market,
the individual market, or choose to be uninsured is based on the result from comparing two
economic utility functions. The first economic utility function calculates the utility associated with
taking up coverage in either the employer-hased market or the individual market (depending on
whether the employer of the primary or spouse within an HIU is modeled to offer coverage) and
is a function of the premium the HIU would be expected to pay (net of employer subsidies or
federal premium subsidies, respectively), any cost-sharing the HIU would be expected to pay
out-of-pocket (net of any CSRs for applicable individual market coverage), and the risk aversion
of the HIU. If mulfiple coverage options are available within a given market (e.g., bronze-level
coverage, silver-level coverage), the utility of each coverage option is evaluated. The second
economic ulility function calculates the utility associated with not taking coverage and remaining
uninsured, and is a function of any tax penalty the HIU would he assessed, total allowed claim
costs for the HIU (assuming a reduced level of utilization due to the lack of insurance coverage),
and the risk aversion of the HIU. If the utility of being uninsured is greater than the ufility
associated with taking up health insurance coverage, the HIU is assumed fo be uninsured.
Otherwise, the HIU is assumed to take up coverage in either the employer-based market or the
individual market for the coverage option that provides the maximum utility for the HIL.
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Appendix B. Ten Year Budget Period Projections

Detailed Summary of Individual ACA Market Projections - Baseline and Waiver Scenarios

Eaasllns
202 01 22 2023 2024 25 2026 2037 2028 025 030
Tolal Individual ACA Enmiiment 406, 30K 411,600 411,800 412 D00 412 200 212400 412 600 412 500 413,000 213200 413,400
ACA PTC Enmollment 252 BON] 263200 263 300 263400 253,600 263,700 263,500 253,500 264 100 264200 204 300
ACA MNon-PTC Enroliment 143,400 145,400 148 500 148,600 148,700 145,700 148,500 148, 500 148,500 149,000 145, 100
Aggregate ACA Premium [millons) 529546 530035 53,311.9 53.545.5 53,7054 54 0631 54 349.5 54 B55 2 54 9845 55,336.0 55,7122
ANEAgE ACA Premium Rate PMPM HE0E 626 670 71T FTET a1 $ETE $o94] 51,006 1,076 51,151
Aggregabe APTCE (millons) >1,5830 51,657.9 51,797.4 515473 22 1064 322815 52 467.5 2 66T 2 32.881.7 33,1120 35,3592
Aggregate PTCs (millons) 51,5113 51,5335 51, 716.7 51,6590 520138 521701 52 3567 525474 527523 529723 53.208.4
ANErage PTCE PWPM EErE] 5501 543 $58E FE3T S6E0 Srdd $E04 SEEQ 5935 51,013
Wealver
2030 21 M2 2023 2024 M35 2026 2027 2038 23
Tota Individual ACA Enmliment 406,300 413,700 213,900 414,100 414,300 214,500 414,700 414,900 415,100 215,300
ACH PTC Enmoilment 262 B0 263200 263,300 263,400 263,600 263,700 263,500 263,900 262 100 264,200
ACA MNon-PTC Enroliment 143,400 150,500 150,600 150,600 150,75 150,300 150,500 1540, 500 151,000 151,100
Aggregate ACA Premium [millons) 529546 329765 53, 166.4 53411.1 $3.651.6 53,9050 54 1547 S4 4707 54,7056 51337
M%m Pramium Rate PRMPW HE0E Sa00 642 S5AE. ETES S7TEG $o41 3200 063 51,030
[i s I - 3 K L : 1 i = 1 a L . L
Aggregate PTCs (millons) 51,5113 51,486.4 51,6149 51.750.5 51,8571 520542 52 223.0 52 A0 4 52,5002 52 508.3
AVErage PTCE PMPM EErE] 541 511 $554 HE00 sS40 Sz ExEE] SE20 58B6
Change - Bassling Scenario to Walver Scanario
2030 21 M2 2023 2024 M35 2026 2027 2038 23 30
Total Individual ACA Enroliment a 2,000 2,000 000 2,100 2,100 2100 2 100 2,100 2,100 2100
Tola Individual ACA Enmdiment ) 0.0% 0.5% 0L5% 0.5% 01.5% 0L5% 0.5% 0.5% 0.5% OLS% 0L5%
ANErAge ACA Premium Rate PMPM (%) 0.0% -4 3% -4 T -4 3% -4.3% -4 3% -4 3% -2 3% -4 3% -4 3% -4 3%
Average FTCs PMPM (%) L% -£.0%% -5.9% -5.5% -5.E% =57 -5 T % -5.6% -5 -5.5% -5.5%
Damanairaticn of Defich NeutrallRy Reguilremsnt [amounts shown in millcns)
2030 21 M2 2023 2024 025 2026 2027 2038 23 30
Change In Tofal APTCE SO0 -550.6 -5 106.E S114.1 -F1221 -5130.7 -5139.8 -5149.8 -S 1604 -317T1.6 -S51B3.7
Change In Total PTCs S0.0 -595.1 -3 101.E 51090 -$116.7 -5124.9 -5133.7 -51431 -5153.2 -3163.5 51755
Change In Other {e.g.. User Faes) $0.0 0.0 S0.0 3010 50.0 0.0 $0.0 0.0 0.0 0.0 $0.0
Mat Savings 1o Federal Govarmment SO0 -595.1 -3101.E 51090 -S11E6.7 -5124.9 51337 -5143.1 -5153.2 -3163.5 51755
~Frolecied RelnsUrancs Propram Cost and Funding Levsls
a2 Mz2 2023 2024 25 2026 2027 2028 23 30
Cost of Reinsurance. Program (milllons) S0.0 51383 F149.2 51597 51709 51330 5195.59 2007 52345 $240.3 32573
Federal Pass Thimough Funding jmillons) $0.0 951 F101.8 S108.0 S116.7 1249 F133.7 1431 51532 $163.9 SITAE
Stane Funding (millons ) S0.0 5442 $4T.4 $50.7 5543 5581 5622 SE6.E 3713 5764 551.E
Moles:

Enmiliment wiumes have been rounded to the nearest hundred and reflect average monthiy enmilment leveds.

T valles ar In miliens and have besn rounged fo Me neamst hundred Mousand
3. PMPM values Rave been rounged to the neansst whoie dollar
4. Average ACA DIEMILM e change SNOWN IS not Squal io 45% dus to dINErences N MEMDEr M (2.g., SEMOQrEphics, plan mix) beswesn the baseline 3nd Walver SCenanos
5 The @At of PTCsS bo APTCE |6 assumed o be D955,
© Olliver VWyman 29
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Title 40 Pennsylvania Consolidated Statutes (Insurance)
Part V. Health Insurance Markets Oversight
Effective: July 2, 2019

Chapter 91. Preliminary Provisions

§ 9101. Scope of part

This part relates to health insurance markets oversight.

§ 9102, Purpose and intent
The General Assembly finds and declares as follows:

(1) The Commonwealth intends to maintain the Commonwealth's sovereignty over the regulation
of health insurance in this Commonwealth.

(2) The health insurance marketplace in this Commonwealth is unique and unlike the
marketplace in any other state.

(3) It is necessary to maintain the Commonwealth's sovereignty over the regulation of health
insurance in this Commonwealth as permitted by Federal law, including the Federal acts. The
provisions of this part are intended to meet these requirements while retaining the
Commonwealth's authority to regulate health insurance in this Commonwealth.

§ 9103. Definitions

Subject to additional definitions contained in subsequent provisions of this part which are
applicable to specific provisions of this part, the following words and phrases when used in this
part shall have the meanings given to them in this section unless the context clearly indicates
otherwise:

“Affordable Care Act.” The Patient Protection and Affordable Care Act (Public Law 111-148,

124 Stat. 119), as amended by the Health Care and Education Reconciliation Act of 2010 {Public
Law 111-152, 124 Stat. 1029).
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“Attachment point.” The threshold amount for claims costs incurred by an eligible insurer for
an enrolled individual's covered benefits in a benefit year, above which the claims costs for
benefits are eligible for reinsurance payments under this part.

“Benefit year.” The calendar vear during which an eligible insurer provides coverage through a
health care plan.

“Board.” The governing body of the exchange authority.

“Children's Health Insurance Program.” The children's health insurance program under
Article XXIII-A of the act of May 17, 1921 (P.L. 682, No. 284) [40 P.S. § 991.2301-A et

seq.], known as The Insurance Company Law of 1921.

“Coinsurance rate.” The percentage rate at which the reinsurance program will reimburse an
eligible insurer for claims incurred for an enrollee's covered benefits in a benefit year above the
attachment point and below the reinsurance cap.

“Commissioner.” The Insurance Commissioner of the Commonwealth.

“Department.” The Insurance Department of the Commonwealth.

“Eligible insurer.” An insurer offering reinsurance-eligible health care plans to consumers in
this Commonwealth.

“Enrollee.” A policyholder, certificate holder, subscriber, covered person or other individual
who 1s enrolled to receive health care services pursuant to a health insurance policy.

“Exchange.” A health insurance exchange as contemplated by the Affordable Care Act,
established or operating in this Commonwealth, that facilitates or assists in facilitating
enrollment in qualified plans.

“Exchange assister.” The term has the meaning given to it in section 2 of the act of June 19,
2015 (P.L. 25, No. 7) [40 P.S. § 4402 et seq.]. known as the Navigator and Exchange Assister
Accessibility and Regulation Act.

“Exchange authority.” The Pennsylvania Health Insurance Exchange Authority established
under section 9302(a) (relating to Pennsylvamia Health Insurance Exchange Authority).

“Exchange fund.” The Pennsylvania Health Insurance Exchange Fund established under section
9312 (relating to exchange fund).
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“Federal acts.” The Affordable Care Act and any amendments thereto. and related provisions of
the Public Health Service Act (58 Stat. 682, 42 U.S.C. §201 et seq.).

“Government program.” A program of government sponsored or subsidized health care
coverage, including:

(1) A premium tax credit or cost-sharing subsidy under the Federal acts.

(2) Coverage under Medicare Parts A and B or Medicare Advantage Part C under Title XVIII of
the Social Security Act (49 Stat. 620, 42 U.S.C. §1395 et seq.).

(3) A TRICARE or other health care plan provided through the Civilian Health and Medical
Program of the Uniformed Services (CHAMPUS) as defined under 10 U.S.C. §1072 (relating to

definitions).

(4) A health care plan provided through the Federal Employees Health Benefits Program
established under 5 U.S.C. Ch. 89 (relating to health insurance).

(5) The Commonwealth's medical assistance program established under the act of June 13, 1967
(P.L. 31, No. 21) [62 P.S. § 101 et seq.], known as the Human Services Code.

(6) The Children's Health Insurance Program.

(7) Health care coverage provided by the Commonwealth, a county, a city, or other State or local
governmental entity or an agency, subdivision or department of a governmental entity, including:

(1) a corporation or other arrangement organized by the entity for the provision of health
care coverage and subject to control by the entity or an instrumentality of one or more
of them;

(11)  the Pennsylvania Employee Benefit Trust Fund for active and retired employees: and

(i1i)  benefit programs administered by the Department of Corrections.

“Grandfathered health care plan.” Individual or group health insurance coverage in which an

individual was enrolled prior to the date of enactment of the Affordable Care Act, or as
otherwise specified in section 1251 of the Affordable Care Act (42 U.S.C. §18011).

57



“Health care plan.” A package of coverage benefits with a particular cost-sharing structure,
network and service area that is purchased through a health insurance policy.

“Health insurance policy.” A policy, subscriber contract, certificate or plan issued by an insurer
that provides hospital or medical/surgical health care coverage. The term does not include any of
the following:

(1) An accident only policy.

(2) A credit only policy.

(3) A long-term care or disability income policy.

(4) A specified disease policy.

(5) A Medicare supplement policy.

{6) A fixed indemnity policy.

(7) An adult-only dental only policy.

(&) A vision only policy.

(9) A workers' compensation policy.

{10}  An automobile medical payment policy.

{11} A policy under which benefits are provided by the Federal Government to active or
former military personnel and their dependents.

(12}  Any other similar policies providing for limited benefits.

“Hospital plan corporation.” An entity organized and operating under Chapter 61 (relating to
hospital plan corporations).

“Individual market.” The market for health insurance coverage offered to individuals other
than in connection with a group.

“Innovation waiver.” A waiver applied for pursuant to section 1332 of the Affordable Care Act
(42 U.S.C. §18052).

“Insurance producer.” The term has the meaning given to it in section 601-A of the act of May
17,1921 (P.L.789, No. 285) [40 P.S. § 310.1], known as The Insurance Department Act of 1921,

“Insurer.” An entity that offers, issues or renews an individual or group health, accident or
sickness insurance policy, contract or plan, and that is governed under any of the following:

(1) Chapter 61.
{2) Chapter 63 (relating to professional health services plan corporations).
{3) The Insurance Company Law of 1921, including section 630 and Article XXIV.
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(4) The act of December 29, 1972 (P.L. 1701, No. 364) [40 P.5. § 1551 et seq.], known as
the Health Maintenance Organization Act.

“Medical assistance program.”™ The Commonwealth's medical assistance program established
under the Human Services Code.

“Professional health services plan corporation.” An entity organized and operating under
Chapter 63.

“Qualified enrollee.” A qualified emplovee or qualified individual, as defined in section 1312(f)
of the Affordable Care Act and regulations promulgated under that act.

“Qualified plan.” A plan as defined in section 1301(a) of the Affordable Care Act that provides
health care or dental care coverage that has been certified by the department as meeting the
criteria set forth in this part and any regulations 1ssued pursuant to this part.

“Reinsurance cap.” The upper limit amount for claims costs incurred by an eligible insurer for
an enrolled individual's covered benefits in a benefit year, over which the claims costs for
benefits are no longer eligible for reinsurance payments under the reinsurance program.

“Reinsurance-eligible enrollee.”™ An enrollee who is insured in a reinsurance-eligible health
care plan under this part.

“Reinsurance-eligible health eare plan.” A health care plan that i1s not a grandfathered health
care plan.

“Reinsurance payment.” An amount paid by the reinsurance program to an eligible insurer
under the program.

“Reinsurance program.”™ The Commonwealth Health Insurance Reinsurance Program
established under section 9502(b) (relating to implementation of waiver and establishment of
reINSUrance program).

“Small group market.” The market for health insurance for coverage offered through a group

health insurance policy for a group of at least one employee and up to 50 employees, exclusive
of dependents.
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Chapter 93. State-Based Exchange
§ 9301. Scope of chapter

This chapter relates to the Pennsylvania Health Insurance Exchange Authority.

§ 9302. Pennsylvania Health Insurance Exchange Authority

{a) Establishment.-—-The Pennsylvania Health Insurance Exchange Authority is established as a
State-affiliated entity. The powers and duties of the exchange authority shall be vested in and
exercised by a board, which shall have the sole power under section 9305 (relating to powers and
duties of exchange authority) to employ staff, including an executive director. Individuals
employed by the exchange authority shall be employees of the Commonwealth. The exchange
authority may contract with persons or entities, including legal counsel, consultants or service
providers, as deemed necessary in the exchange authority's discretion.

(b) Purpose.—~The purpose of the exchange authority shall be to create, manage and maintain in
this Commonwealth the Pennsylvania Health Insurance Exchange to do all of the following:

(1) Benefit the Pennsylvania health insurance market and persons enrolling in health insurance
policies.

(2) Facilitate or assist in facilitating the purchase of on-exchange qualified plans by qualified
enrollees in the individual market or the individual and small group markets.

(c) Composition.--The board shall consist of the following members:

(1) Three voting members who shall be the following heads of agencies or a designee who shall
be an employee of the agency designated in writing by the head of the agency prior to service:

(1) The commissioner, ex-officio.

(11) The Secretary of Human Services, ex-officio.
(1i1) The Secretary of Health, ex-officio.

(2) Four voting members appointed by the Governor:

(1) One member from among the insurers that offer health insurance policies through the
exchange that are a hospital plan corporation, a professional health services plan corporation or a
parent, affiliate, subsidiary or other associated entity or successor of a hospital plan corporation
or a professional health services plan.

(11) One member from among the insurers that offer health insurance policies through the
exchange that are not a hospital plan corporation, a professional health services plan corporation
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or a parent, affiliate, subsidiary or other associated entity or successor of a hospital plan
corporation or a professional health services plan.

(111) One member with experience in health care public education and consumer assistance
activities who does not have a conflict of interest as described in subsection (k).

(1v) One member who is a consumer representative.

{3) Four voting members appointed by the General Assembly as follows:

(1) One individual appointed by the President pro tempore of the Senate.

(11) One individual appointed by the Minority Leader of the Senate.

(111) One individual appointed by the Speaker of the House of Representatives.

(1v) One individual appointed by the Minority Leader of the House of Representatives.

{4) The executive director shall attend meetings of the board but shall not be a member, may not
vote and may not be counted for purposes of establishing a quorum.

(d) Chairperson.—The commissioner or a designee shall serve as chairperson.

(e) Compensation.--Board members shall not be entitled to any compensation for their services
as members, except that, subject to the availability of funds, board members shall be entitled to
reimbursement for actual and necessary travel expenses. The expenses shall be paid for by the
exchange fund.

(f) Terms.--The terms of the board members shall be as follows:
(1) A board member appointed under subsection (¢)(3) who:

(1) Is a member of the General Assembly shall serve a term concurrent with their holding
of public office.

(i1} Is not a member of the General Assembly shall serve a term concurrent with their
appointing official's holding of public office.

{2) A board member appointed under subsection {¢)(2) shall serve a term of four years, not to
exceed more than two full consecutive four-year terms, except that the following shall
apply:

(1) Initial appointments shall be so staggered that less than 50% of the membership shall
expire each year.

(11} A member's term shall continue until the member's replacement is appointed.

(2) Vacancies.--Vacancies in appointed positions shall be filled in the same manner as the
original appointment. Members shall serve until their successors are appointed and qualified.
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(h) Formation.--The exchange authority shall be formed within 60 days of the effective date of
this section. Prior to formation of the exchange authority, the commissioner may take action
necessary to ettect a timely transition trom a federally admimstered exchange to the

Pennsylvania Health Insurance Exchange.

(i) Quorum.--A majority of the appointed members of the board shall constitute a quorum.
Action may be taken by the board at a meeting upon a vote of a quorum of its members present
in person or through electronic means. If a tie vote occurs at any meeting, it shall be the duty of
the chairperson of the board to cast a second and deciding vote.

(j) Meetings.-—-The board shall meet at the call of the chairperson or as may be provided in the
bylaws of the board. The board shall hold meetings at least quarterly, which shall be subject to
the requirements of 65 Pa.C.5. Ch. 7 (relating to open meetings).

(k) Experience and interests.—For purposes of this chapter, the board shall assure that it
complies with section 1321 of the Affordable Care Act (42 U.S.C. §18041) and regulations
promulgated under the Affordable Care Act regarding conflicts of interest and relevant
experience.

(1) Conflict of interest.--The following apply:

{1} Except as provided under paragraph (2), a non-State employee board member shall not be
subject to 65 Pa.C.S. Ch. 11 (relating to ethics standards and financial disclosure),
including the requirements for filing statements of financial interests.

{2} A non-State employee board member may not engage in conduct that, if that member
were a State employee, would constitute a conflict of interest under 65 Pa.C.S. Ch. 11.

{3) A majority of the voting members of the board may not have a conflict of interest as set
forth in section 1321 of the Affordable Care Act and regulations promulgated under the
Affordable Care Act.

§ 9303. Advisory council

{a) Establishment.——An advisory council is created to advise the exchange authority under
section 9304(g) (relating to meetings and operation).

(b) Compaosition.--The advisory council shall consist of the following members, who may not be
in the employ of the Commonwealth:

(1) Four consumer representatives which include two representatives appointed by the
Governor at least one of whom shall be a registered insurance exchange navigator or
assister, one appointed by the President pro tempore of the Senate and one appointed by
the Speaker of the House of Representatives.
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{2) One representative selected by the Hospital and Healthsystem Association of
Pennsylvania.

{3) One representative selected by the Pennsylvania Medical Society.

{4) One representative selected by the Pennsylvania Chamber of Business and Industry from
a small group employer.

{5) One representative selected by the Pennsylvania Association of Health Underwriters.

§ 9304. Meetings and operation

(a) Chairperson.—The members of the advisory council shall annually elect a chairperson from
among its membership.

(b) Terms of members.--Each member's term shall be four years, not to exceed more than two
full consecutive four-year terms, except that:

(1) Initial appointments shall be staggered to ensure less than 50% of the membership expire
each year.

{2} A member's term shall continue until the member's successor is appointed.

(c) Meetings.—All meetings of the advisory council shall be conducted in accordance with 65
Pa.C.5. Ch. 7 (relating to open meetings), except as provided in this section. Meetings must be
held in accordance with the following:

(1) The advisory council shall meet at least twice per year, with each meeting held prior to a
meeting of the board. Additional meetings may be held upon reasonable notice at times
and locations selected by the board. The council shall meet at the call of the chairperson
or upon written request of three members of the council.

{2) The executive director of the exchange authority, or a designee, shall attend each meeting
of the advisory council.

(3) Meeting dates shall be set by a majority vote of members of the advisory council or by
call of the chairperson upon seven days’ notice to all members.

(4) The advisory council shall post notice of the council's meetings on the exchange
authority's publicly accessible Internet website at least five days prior to each meeting.
The notice must specify the date, time and place of the meeting and shall state that the
council's meetings are open to the general public.

(5) All action taken by the advisory council shall be taken in open public session and may not
be taken except upon a majority vote of the members present at a meeting at which a
quorum is present.
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(d) Compensation.—-The members of the advisory council shall not be entitled to any
compensation for their services as members, except that, subject to the availability of money, the
members of the advisery council shall be entitled to reimbursement for actual and necessary
travel expenses. The expenses shall be paid for by the exchange fund.

(e) Vacancies.—-Vacancies in appointed positions shall be filled in the same manner as the
original appointment. Members shall serve until their successors are appointed and qualified.

(f) Quorum.—A majority of the advisory council members shall constitute a quorum and a
quorum may act for the advisory council in all matters.

(g) Duties.—-Upon request by the exchange authority, the advisory council shall advise the
exchange authority on the following administrative and operational decisions:

(1) Initial operational decisions.
{2) Ongoing financing decisions.

(3) Other decisions as the exchange authority may deem appropriate.

§ 9305. Powers and duties of exchange authority

{a) Corporate operations.—The exchange authority shall exercise all powers and duties
necessary and appropriate to carry out its purpose, including the following:

(1) Adopt bylaws.
{2) Employ staff.
(3) Make, execute and deliver contracts.

{4) Apply for, solicit and receive money from any source consistent with the purpose of this
chapter.

(5) Establish priorities for, allocate and disburse money received.

{6) Submit annually to the Appropriations Committee of the Senate and the Appropriations
Committee of the House of Representatives, at the same time the exchange authority
submits its budget to the Governor, a copy of its budget request and all subsequently
revised budget requests for the ensuing fiscal year. The budget shall include the amounts
to be appropriated out of the fund established under section 9312 (relating to exchange
fund) necessary to administer the provisions of this chapter and the convevance of money
to the Reinsurance Fund established under section 9510 (relating to Reinsurance Fund).
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{7 Establish travel reimbursement policies for the exchange authority, its board, and its
advisory council.

(8) Coordinate with the appropriate Federal and State agencies to seek waivers from statutory
or regulatory requirements as necessary to carry out the purposes of this chapter.

{9) Enter into other arrangements, including without limitation, interagency agreements with
Federal agencies and Commonwealth agencies or other states' agencies, as may be
necessary or appropriate to carry out the duties of the exchange authority.

{10) Give reasonable public notice of any policies and procedures the exchange authority
may implement to accomplish the operation of the exchange authority.

{11) Perform other operational activities necessary or appropriate to further the purposes of
this chapter.

{12) The board shall consider the advice of the advisory council provided under section
9304 g) (relating to meetings and operation).

(b) Programmatic duties.—The exchange authority shall perform all duties necessary or
appropriate to advance its purpose, including the following:

(1) Educate consumers, including through outreach, a navigator program and postenrollment
support.

{2) Assist individuals to access income-based assistance for which they may be eligible,
including premium tax credits, cost-sharing reductions and government programs.

{3) Take into consideration the need for consumer choice in rural, urban and suburban areas
across the Commonwealth.

{4) Assess and collect fees from on-exchange insurers to support the operation of the
exchange under this chapter and the reinsurance program established under section
9502(b) (relating to implementation of waiver and establishment of reinsurance
program), except that the exchange authority may not assess or collect any form of
obligation other than an exchange user fee on total monthly premiums for on-exchange
policies and unless approved by unanimous consent of the board, the fee may not exceed

3% of total monthly premiums for on-exchange policies. In no case may the fee exceed
3.5%.

{3) Disburse receipted fees, including to benefit the reinsurance program established under
section 9502(b).
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(c) Enforcement and State sovereignty.—The exchange authority shall ensure that the exchange
complies with the Federal acts and rules and regulations that may be imposed by the Federal
Government pursuant to the Federal acts in a manner that maintains State sovereignty over the
health insurance market in this Commonwealth. Enforcement responsibilities shall be delegated
to the appropriate State agency and shall be sufficient to prevent a determination by the United
States Secretary of Health and Human Services that the Commonwealth has failed to
substantially enforce any provision of the Federal acts.

§ 9306. Limitations

Except as expressly provided in this chapter, nothing in this chapter shall be construed to limit or
supersede the authority vested in a Commonwealth agency, including:

(1) The Insurance Department, including the department's authority to regulate the business
of insurance within this Commonwealth, including health insurance policies whether
offered on or off the exchange.

{2) The Department of Human Services, including with respect to the medical assistance
program or the Children's Health Insurance Program.

{3) The Department of Health.

{4) The Office of Attorney General.

8 9307. Confidentiality and disclosure

(a) General rule.—Except as provided in this chapter, all working papers, recorded information,
documents and copies of working papers, recorded information and documents produced by,
obtained by or disclosed to the exchange authority or any other person in the course of the
exercise of the exchange authority's powers and duties under this chapter:

(1) shall be confidential;
{2) shall not be subject to subpoena;

{3) shall not be subject to the act of February 14, 2008 (P.L. 6, No. 3) [65 P.5. § 67.101 et
seq.], known as the Right-to-Know Law:

{4) shall not be subject to discovery or admissible in evidence in any private civil action; and
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(5) may not be made public by the exchange authority or any other person.

(b) Personal health and financial information.—The exchange authority shall protect
personally identifiable health and financial information in accordance with all applicable Federal
and State laws and regulations, including the Health Insurance Portability and Accountability
Act of 1996 (Public Law 104-191, 110 Stat. 1936), the Health Information Technology for
Economic and Clinical Health Act (Public Law 111-5, 123 Stat. 226-279 and 467-496) and
implementing regulations.

(c) Information disclosure.-—-Subject to the confidentiality provisions of this section:

{1} Information shall be shared, as appropriate, for the purpose of determining and
coordinating the eligibility of individuals for the exchange or any government program,
including the Children's Health Insurance Program and medical assistance program, or
for compliance with Federal law:

(1) Among the exchange authority and departments, including:
(A) The department.
(B) The Department of Aging.
{C) The Department of Drug and Alcohol Programs.
(D) The Department of Health.
(E) The Department of Human Services.
{F) The Department of Labor and Industry.
(G) The Department of Revenue.

(11) Between the exchange authority and Federal agencies, including:
{A) The Centers for Medicare and Medicaid Services.
(B) The Treasury Department.

{2) Information may be disclosed:

(1) As necessary to comply with the audit requirements of section 9310 (relating to audits)
and the reporting requirements of section 9311 (relating to reports), only in an
aggregated and de-identified form.
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(11) In any circumstance, other than those described in paragraph (1) or subparagraph (i),
only if the prior written consent of the company or person to which the information
pertains has been obtained.

(d) Construction.—-Nothing in this section shall be construed to prohibit the exchange authority
from accessing the information necessary to carry out its responsibilities in accordance with law.

§ 9308. Not an enfitlement

Nothing in this chapter shall constitute an entitlement derived from the Commonwealth or a
claim on any money of the Commonwealth.

§ 9309. Nonliability

(a) General rule.--Except as provided under subsection (b), there shall be no liability on the
part of and no cause of action of any nature may arise against the exchange authority, board or
advisory council or members thereof, the commissioner, the department, an insurer, insurance
producer or an exchange assister or an authorized representative, agent or employee thereof, for
the use of information furnished pertaining to:

(1) An application for, inquiry concerning, or enrollment or disenrollment in a health
insurance policy or government program, including an inquiry regarding eligibility for
enrollment or eligibility for a government program, relevant to health insurance available
through an exchange or health care coverage or other benefits through a government

program.

(2) A charge, assessment or fee imposed on or received from a person or entity relevant to
the exchange.

(b) Limitation.—-Subsection (a) shall apply only insofar as the person or entity is acting within
the scope of the person's or entity's duties and responsibilities under this chapter.

§ 9310. Audits

{a) Annual audit.—-The accounts and books of the exchange authority shall be examined and
audited annually by an independent certified public accounting firm. The audit shall at a
minimum:

(1) Assess compliance with the requirements of this chapter.

(2) Identify any material weaknesses or significant deficiencies and identify ways to correct
the material weaknesses or deficiencies.
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(b) Sharing of andit.--By December 31 of each vear, the exchange authority shall electronically
share the audit of the preceding fiscal vear required under subsection (a) and related documents

by:
{ 1) Posting the following on the exchange authority’s publicly accessible Internet website:

(1) The audit.

{11) A summary of the audit, including any material weakness or significant deficiency
identified and how the exchange authority intends to correct the material weakness or
significant deficiency.

{2) Providing an electronic link to the posted audit under paragraph (1){1) to the Secretary of
the Senate and the Chief Clerk of the House of Representatives.

{3) Providing an electronic link to the posted audit under paragraph (1)i1) to the department.

() Payment.—-The cost of the annual audit required under subsection (a) shall be paid for from
money in the exchange fund.

§ 9311. Reports

{a) Report.--The exchange authority shall prepare an annual report on the activities of the
exchange authority for the year and:

(1) Electronically transmit the report to:

(1) The Governor.

{11) The President pro tempore of the Senate.

(111) The Minority Leader of the Senate.

{iv) The Speaker of the House of Representatives.

{v) The Minority Leader of the House of Representatives.

{vi) The chair and minority chair of:
{A) The Appropriations Committee of the Senate.
{B) The Appropriations Committee of the House of Representatives.
(C) The Banking and Insurance Committee of the Senate.
(D) The Insurance Committee of the House of Representatives.

(E) The Health and Human Services Committee of the Senate.
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(F) The Health Committee of the House of Representatives.
{2) Post the report on the exchange authority's publicly accessible Internet website.

(b) Federal compliance.—-The exchange authority shall comply with applicable Federal
reporting requirements.

(c) Department notification.—The exchange authority shall provide a copy of or electronic link
to the report provided under subsection (a) or (b) to the department.

§ 9312. Exchange fund

{a) Establishment.—-The Pennsylvania Health Insurance Exchange Fund is established as a
special fund within the State Treasury. The exchange fund shall be administered by the exchange
authority for the purposes set forth in this chapter, including the deposit of money that may be
received pursuant to and disbursements permitted by this chapter.

(b) Deposit and use of money.—The following apply:

(1) Money deposited into the exchange fund shall be held for the purposes set forth in this
chapter and may not be considered a part of the General Fund.

{2) Money in the exchange fund may only be used to effectuate the purposes of this chapter
as determined by the exchange authority.

(3) All interest earned from the investment or deposit of money in the exchange fund shall be
deposited into the exchange fund.

{4) All accrued and future earnings from money invested by the exchange authority and other
accrued and future earnings from nonappropriated money, including, but not limited to,
money obtained from the Federal Government and fees, shall be available to the
exchange authority and shall be deposited into the State Treasury and may be utilized at
the discretion of the board for carrying out any of the corporate purposes of the exchange
authority.

{5) Placement of money by the State Treasurer in depositories or investments shall be
consistent with guidelines approved by the board.

{6) For the purpose of administration, the exchange anthority shall be subject to sections 610,
613 and 614 of act of April 9, 1929 (P.L. 177, No. 175) [71 P.S. §§ 230, 233,
234], known as The Administrative Code of 1929.

(c) Nonlapsing and revolving fund.—-The exchange fund shall be a nonlapsing fund. All money
in the exchange fund and interest accrued are appropriated to the exchange authority for
expenditure consistent with this chapter.
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§ 9313. Federal guidance

Until the exchange authority promulgates regulations, the exchange authority shall operate the
exchange pursuant to:

(1) any applicable Federal rules, regulations or guidance; or

(2) interim State guidelines consistent with this chapter.

§ 9314. Expiration

Upon publication of the notice under section 9703(b) (relating to action by commissioner), the
exchange authority shall initiate steps to cease operations of the exchange authority and shall
cease operations not later than 15 months afier publication of the notice.

Chapter 95. Reinsurance Program
§ 9501. Application

{a) Application.—The department is authorized to apply to the United States Secretary of Health
and Human Services under section 1332 of the Affordable Care Act [42 U.S.C. §18052] fora
state innovation waiver to:

(1) Waive any applicable provisions of the Affordable Care Act with respect to health
insurance coverage in this Commonwealth.

{2) Establish a reinsurance program in accordance with an approved waiver.

(3) Maximize Federal funding for the reinsurance program for plan years beginning on or
after implementation of the program.

(b) Public review.--On or before 180 days after the effective date of this section, the department
shall make a draft application available for a 30-day public review and comment period. The
department shall consider any comments in its final submuitted application.

(c) Amendment.—-The department may amend the waiver application as necessary to carry out
the provisions of this chapter.

(d) Notification.--The department shall notify the chair and minority chair of the Appropriations
Committee of the Senate, the chair and minority chair of the Appropriations Committee of the
House of Representatives, the chair and minority chair of the Banking and Insurance Committee
of the Senate and the chair and minority chair of the Insurance Committee of the House of
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Representatives prompily of any amendment to the waiver application and of any Federal actions
regarding the waiver application.

§ 9502. Implementation of waiver and establishment of reinsurance program

{a) Implementation.--Upon approval of the department's application for an innovation waiver
by the United States Department of Health and Human Services, the department shall implement
a reinsurance program.

(b) Establishment.—Contingent upon Federal approval, the Commonwealth Health Insurance
Reinsurance Program is established in the department for the purposes of stabilizing the rates and
premiums for health insurance policies in the individual market and providing greater financial
certainty to consumers of health insurance in this Commonwealth. The reinsurance program shall
be considered a reinsurance entity to carry out a reinsurance program under the Federal acts.

(c) Operation.--Operation of a reinsurance program shall be contingent on Federal approval of
the waiver application submitted pursuant to section 9301 (relating to application).

§ 9503. Administration and operation of reinsurance program

{a) General rule.-—-The depariment shall take all actions necessary to administer the approved
reinsurance program in a manner consistent with applicable Federal and State law.

(b) Functions.--The department shall perform all functions necessary and appropriate to carry
out the operation of the reinsurance program and to effectuate the purposes for which the
reinsurance program is organized, in accordance with the approved waiver. The functions
include:

(1) Establishing procedures for and performing administrative and accounting operations of
the reinsurance program.

{2) Seeking and receiving funding for the reinsurance program and to maximize Federal
funding for the reinsurance program, including from:

(1) The exchange authority.

(i1) Federal funding that is or becomes available to states to support administration and
implementation of state-based reinsurance programs.

(111) Other available sources.
{3) Collecting data submissions and reinsurance payment requests by eligible insurers.

{4) Making reinsurance payments to eligible insurers.
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(5) Resolving disputes related to the amount of reinsurance payments.

{6) Suing or being sued, including taking any legal action necessary or proper for the
recovery of money for reinsurance payments.

{7) Submitting invoices or other requests for money as may be necessary and appropriate
under the innovation waiver.

(c) Delegation.—Except as prohibited by applicable Federal law and regulation, and as may be
necessary or appropriate to carry out department duties, the department may administer the
reinsurance program directly or through:

(1) Other Federal agencies, Commonwealth agencies or other states' agencies.

{2) Contracted persons or entities, including with legal, actuarial, economic, third-party
administrator or other persons or entities, as the depariment deems appropriate, to provide
consultation services and technical assistance in operating the reinsurance program.
Contracted persons or entities shall submit regular reports to the department regarding the
person's or entity’s performance, the frequency, content and form of which shall be
determined by the department.

(d) Coordination with exchange authority.—The department shall coordinate with the
exchange authority as may be necessary to fund and operate the reinsurance program.

§ 9504. Reinsurance parameters

{a) Adoption of reinsurance terms.--The depariment shall, after consultation with all insurers
then currently participating in the exchange, and not less than 60 days before final rates for
health insurance policies are required to be submitted each year, determine and adopt the
attachment point, reinsurance cap and coinsurance rate applicable to the reinsurance program for
the following year.

(b) Parameters.—In determining the attachment point, reinsurance cap and coinsurance rate
applicable to the reinsurance program for the following year, the department shall seek to:

(1) Manage the program within the amount of total program funding available to the
department.

{2) With respect to the individual market:
(1) Mitigate the impact of high-cost claims on premium rates.
(11) Stabilize or reduce premium rates.

(111) Increase participation.
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(c) Publication and notice.—~The department shall transmit notice of the adopted attachment
point, reinsurance cap and coinsurance rate to the Legislative Reference Bureau for publication
in the Pennsylvania Bulletin and shall:

(1) Post notice on the department’s publicly accessible Internet website.

{2) Electronically send notice to the chair and minority chair of the Banking and Insurance
Committee of the Senate and the chair and minority chair of the Insurance Committee of
the House of Representatives.

{3) Electronically send notice to each participating insurer via a contact person or electronic
mailing address, as identified by the insurer.

(d) Limitation.--After the department adopts the attachment point, reinsurance cap and
coinsurance rate for the next year, the department may not, before or during that benefit year,
change the attachment point, reinsurance cap or coinsurance rate in a manner less favorable to
the insurers participating in the exchange at the time of adoption.

§ 9505. Insurer eligibility and duties
{a) Eligibility for payment.—An insurer shall be eligible for a reinsurance payment if:

(1) The claims costs for a reinsurance-eligible enrollee's covered benefits in a benefit year
exceed the attachment point.

{2) The eligible insurer has implemented and documented reasonable care management
practices for enrollees who are the subject of reinsurance claims through the reinsurance

program.

{3) The eligible insurer makes its requests for reinsurance payments in accordance with any
requirements established by the department including requirements related to the format,
structure and timing for submission of claims for reinsurance payments.

{4) The eligible insurer participated in the exchange, or is affiliated with an entity that
participated in the exchange, in the benefit year in which the claims costs for which a
reinsurance payment is sought were incurred.

(b) Reporting requirement.--An insurer that seeks reinsurance payments under this chapter
must report to the department, in the form and manner prescribed by the department, information
about reinsurance-eligible enrollees insured by the insurer as necessary for the department to
calculate reinsurance payments.

(c) Confidentiality.--Reinsurance claims submitted under this section are confidential and are
not subject to public disclosure, except as provided under section 9514 (relating to immunity).
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(d) Consideration for rate filings.--In a rate filing for a health insurance policy to be offered
through the exchange, the impact of reinsurance payments under this chapter shall be identified.

(e) Limitation.—The calculation of reinsurance payments due to an eligible insurer shall be net
of all other available insurance payments applicable to a claim, including insurance accessible
through subrogation or coordination of benefits.

§ 9506. Payment of coverage and administrative costs

{a) General rule.--Consistent with Federal requirements, the department shall pay the following
from the Reinsurance Fund:

(1) Administrative expenses of the reinsurance program, including the annual audit required
under section 9508 (relating to annual audit).

{2) Reinsurance payments for coverage of reinsurance-eligible enrollees.

(b) Operations.—-The department may promulgate regulations necessary and appropriate to
establish processes for the settlement of reinsurance coverage claims and disbursement of
reinsurance money.

(c) Request for review.—-An insurer that is aggrieved by a determination of the department
relating to the amount of reinsurance payments due to the insurer may file a request for
administrative review of the decision. The procedures and requirements of 2 Pa.C.5. Ch. 3
Subch. A [2 Pa. C.5. §501 et seq.] (relating to practice and procedure of Commonwealth
agencies) shall apply to requests for review filed under this section. Notwithstanding otherwise
applicable time limitations, in order to permit timely finalization of rates for the open enrollment
period for the exchange, a challenge to the department's determination of the attachment point,
reinsurance cap and coinsurance rate published in the Pennsylvania Bulletin under section
9504 c) relating to reinsurance parameters) must be made within 10 business days of the date of
publication.

§ 9507. Not an entitlement

{a) No entitlement.—The provision of reinsurance program money or benefits accrued through
the Reinsurance Fund may not constitute an entitlement derived from the Commonwealth or a
claim on any other money of the Commonwealth.

(b) Contingency with respect to Federal money.—-Notwithstanding any provision of this
chapter, the department shall have no responsibility to pay reinsurance amounts that would be
payable out of Federal money if the Federal Government does not transmit sufficient money for
the Reinsurance Fund to fully recompense those actions.
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§ 9508. Annual audit

{a) Annual audit.—-The reinsurance program shall be examined and audited annually by an
independent certified public accounting firm. The audit shall, at a minimum:

(1) Assess compliance with the requirements of this chapter.

{2) Identify any material weaknesses or significant deficiencies and identify and implement
solutions to correct the material weaknesses or deficiencies.

(b) Sharing of audit.--By December 31 of each year, the department shall electronically share
the audit of the preceding fiscal year required under subsection (a) and related documents by:

(1) Posting the following on the department's publicly accessible Internet website:
(1) The audit.

{11} A summary of the audit, including any material weakness or significant deficiency
identified and how the department intends to correct the material weakness or
significant deficiency.

{2) Providing an electronic link to the posted audit under paragraph (1)(1) to the Secretary of
the Senate and the Chief Clerk of the House of Representatives.

(c) Payment.--The cost of the annual audit required under subsection (a) shall be paid for from
money in the Reinsurance Fund.

& 9509. Annual report of operations

{a) Report.--No later than November | of the year following the applicable benefit vear or 60
calendar days following the final disbursement of reinsurance payments for the applicable
benefit vear, whichever is later, the department shall prepare a financial report for the applicable
benefit vear. The report must include, at a minimum, the following information for the benefit
year that is the subject of the report:

(1) Money deposited into the Reinsurance Fund.
{2) Requests for reinsurance payments received from eligible insurers.
{3) Reinsurance payments made to eligible insurers.

{4) Administrative and operational expenses incurred for the reinsurance program.
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(b) Comparative report.—No later than 60 days after individual market health insurance rates
are final, the department shall prepare a report summarizing the quantifiable impact of the
reinsurance program on individual market health insurance rates for the following plan year.

(c) Distribution of reports.--The department shall:
(1) Electronically transmit the reports under this section to:
{1) The President pro tempore of the Senate.
{11) The Minority Leader of the Senate.
(111) The Speaker of the House of Representatives.
{iv) The Minority Leader of the House of Representatives.

{v) The chair and minority chair of the Appropriations Committee of the Senate and the
chair and minority chair of the Appropriations Committee of the House of
Representatives.

{vi) The chair and minority chair of the Banking and Insurance Committee of the Senate
and the chair and minority chair of the Insurance Committee of the House of
Representatives.

{2) Post the reports under this section on the department’s publicly accessible Internet
website.

§ 9510. Reinsurance Fund

{a) Establishment and administration of Reinsurance Fund.—-The Reinsurance Fund is
established as a special fund within the State Treasury. The Reinsurance Fund shall be
administered by the department for the purposes set forth in this chapter, including the deposit of
Federal money and all other money received pursuant to and disbursements permitied by this
chapter.

(b) Exclusive purpose.--The Reinsurance Fund shall be dedicated exclusively for the
reinsurance program established under section 9302(b) (relating to implementation of waiver and
establishment of reinsurance program).

(c) Use.—The following apply:
(1) Expenditures from the Reinsurance Fund shall be used to:
(1) Implement and operate the reinsurance program.

{11) Make reinsurance payments to eligible insurers under the reinsurance program.
Payments to insurers shall be calculated and made on a pro rata basis.
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