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Policy Background#l

y  On January 1, 2014, the 2010 Patient Protection and Affordable Care Act (ACA)
will enforce explicit criteria for what a Qualified Health Plan (QHP) is.

Yy QHPs are considered by ACA to be adequate coverage to be eligible to receive
tax credit for a heath insurance purchase in a state or federal health insurance
exchange.

Yy One must be enrolled in a QHP to avoid a insurance mandate penalty / tax
administered by the Department of Treasury / Internal Revenue Service (IRS).




Policy Background#2
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a QHP as acceptable health insurance with specific consumer cost sharing limits.

U The out of pocket maximum limits are the same ones required of Qualified Higl
Deductible Health Plans (QHDHP) that permit Health Savings Account (HSA)
eligibility.

0 The 2014 limits are now known at this time:-0t.J2 O1 S0 f A YA U &
are $6,350 Seldnly and $12,700 Family coverage.

U These amounts are indexed for inflation and are typically announced well in
advance of the coming year. These out of pocket costs include deductibles, co
payments, and coinsurance.




Why About Premiums? Individual/Small Group y
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Health Reform Premium & Uninsured Estimates

HSI Network LLC, April 26, 2010
Priviledged

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Family Premium

Individual insurance (purchase price to consumers)
Premium $16,515 $18,167 $19,983$21,981 $24,180 $26,598 $29,257 $32,183 $35,401 $38,94Z

Gold $14,040 $15,163 $16,376$17,686 $19,101 $20,629 $22,280 $24,062 $25,987 $28,06¢€
Silver $11,770 $12,594 $13,475%$14,419 $15,428 $16,508 $17,664 $18,900 $20,223 $21,63¢
Bronze $8,480 $8,989 $9,528$10,100 $10,706 $11,348 $12,029 $12,751 $13,516 $14,327

Catastrophic $6,240 $6,490 $6,749 $7,019 $7,300 $7,592 $7,896 $8,211 $8,540 $8,881
D-Catastrop/ $6,240 $6,490 $6,749 $8,774 $10,529 $11,160 $11,607 $12,071 $12,554 $13,05€




Policy Background#3

Yy These out of pocket costs include deductiblesya@gments, and coinsurance.
For populations below the 400% federal poverty line, these out of pocket cost
restrictions will be greater, but so will federal ACA subsidies for premiums which
will offset the higher cost of a more generous health benefit design.

Yy Within the last seven years, consumer driven health pland in particular high
deductible health planshave deductibles for nesingle plans in excess of
$15,000.




Consumer Driven Health Plans

y

Most common design is a high deductible health plan (HDHP) tied to an Health
Savings Account (HSA) or a Health Reimbursement Arrangement (HRA).

1996- Forerunner Medical Savings Accounts (HIPAA spawned)
2000- Ecommerce health insurance vendors create CDHPs for employers

2003- Taxadvantaged Health Savings Accounts for consumers and employees
with no firm restrictions (MMA spawned)

Present; fastest growing health insurance segment

Not favored as a health benefit design during health refpbat not regulated
out of existence either.
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Health Reimbursement Arrangement (HRA)
AEmployer allocates HSA/HRA
AConsumer directs HSA/HRA

Health Tools
and Resource

ARoll over at yeand Health
A Apply toward deductifle Coverage/HDHP
$$ | S
Health Coverage AR =
APreventive care covered 100% @ Deduetible =
AAnnual deductible = O
Rx & O Web- and
AExpenses beyond the Provider 1S HRA/HSA g Photié-
HRA/HSA Panel  |& &
Availabiliey |5 >
> L
c
Health Tools and Resources Z -

A Care management program
Alnternet enabled

1 Employer selects which expense apply toward the Health Coverage annual
2Paid out of empl oyerds general asset




ACA Accelerated HDHPs: Distribution of EnroIImH S I
for Covered Workers, by Plan Type, 12681 B Lia s Tipls 2y i b

1988 16%

1993 21%
1996 31% 14% |
1999 28% 24% |
2000* 29% 21% |
2001* 24% 23% |
2002* 27% 18% |
2003 24% 17% |
2004 25% 15% |
2005* 21% 15% |
2006 20% 13% (4%
2007 21% 13% [5% |
2008* 20% 12% | 8% |
2009 20% 10% [ 8% |
2010* 19% 8% | 13% |
2011* 17% 10% | @

0% 20% 40% 60% 80% 100%

Distributionis statistically different from the previous year shown (p<.05). No statistical tests were conducted for years priofidConventional
1999. No statistical tests are conducted between 2005 and 2006 due to the addition of HDHP/SO as a new plan type in 2006HMO

Note: Information was not obtained for POS plans in 1988. A portion of the change in plan type enrollment for 2005 is Iikel. PPO
attributable to incorporating more recent Census Bureau estimates of the number of state and local government workers a POS
removing federal workers from the weights. See the Survey Design and Methods section from the 2005 Kaiser/HRET Sur‘v%‘,H\}PHP/SO
EmployefSponsored Health Benefits for additional information

Source: Kaiser/HRET Survey of EmpiBgensored Health Benefits, 192911; KPMG Survey of Empleggronsored Health
Benefits, 1993, 1996: The Health Insurance Association of America (HIAA), 1988.



Study Questions

1) What share of existing health plans in the individual insurance market will not fi
the QHP regulations?

2) Wil the QHP regulations limit the insurance coverage potential of the ACA?

3) If yes, what additional share of the uninsured might be covered if the QHP cost
sharing restrictions were not in effect?




Empirical Approach

Yy We estimate what proportion of plans, available in the existing marketplace, wou
be considered QHP eligible because of their out of pocket restrictions.

Y We use these plan designs in a health insurance raigrolation model to identify th
impact of the QHP out of pocket cost limitations on the number of uninsured rest
from health reform as well as the federal cost of health reform from 2013 througt
2022.




Economic Model for Simulation:
Demand for Health Insurance

y Plan Choices: HMO, 3 Preferred Provider Organizations (PPOs) (low, medium
premiums), High Deductible health plans with Health Reimbursement/Savings
Accounts

y Utility-maximization assumptionhereUnj=aj+b 4+ q Xnj + €nj

y Estimate a conditiond&bgit model of plan choice using the pooled, employer data

U  Explanatory variables
A Plan attributes (2)
w Annual taxadjusted employee premium ($1000s dollars)
w Savings/reimbursement account size ($1000s dollars)

w Donut hole: difference between annual deductible and account size
($1000s dollars)

w Coinsurance rate (i.e., .10 = 10% coinsurance)

A Interactions between employee and plan attributes (X)
w Age, female, wage income, family contract

A Planspecific constantsa])




Data Used

Yy For existing health plan benefit design and premiums, we use
ehealthinsurance.com.
U 50 state data pulls
Variables: premiums, coinsurance and deductibles, OOP max
Single and Family (40 year old male as primary)
Identify highest OOP plan w/o QHP restriction asA@A law.
Identify highest OOP plan with QHP restriction as ACA law.

| GutE et e e

Yy For simulations, we use a synthetic version of the MEPS with US State specific
populations




Economic Components:

HSMicrosimulation s 2 e Ly B B B B
. _______________________________________________________________________________________________________________________

Data Sources MEPS Employers/Plans eHealthinsurance

Estimate plan offerings Merge employer
using linked data data

Model

Estimation Estimate hedonic Estimate plan
premium regression choice regression

Assign plan choices to
_ full MEPS sample

Choice set

A_ss_lgnment/ Pre use parameter estimates t Define plan

diction predict plan choice design &
probabilities for MEPS premium

Re-scale takaup rates

Simulate impact of
proposed policies




PeerReviewedMicrosimulatiorApproach

. HeavrTtTH TrRACKING
The Journal of Risk and Insurance
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Health Savings Accounts: Early Estimates Of
National Take-Up

CoNSUMER RESPONSE TO A NATIONAL MARKETPLACE

FoR INDIVIDUAL HEALTH INSURANCE Various subsidies to help people open health savings accounts could
Stephen T, Parerte greatly reduce the number of uninsured Americans.
Roger Feldman
Ilga}?uﬁbraham by Roger Feldman, Stephen T. Parente, Jean Abraham, Jon B.
1

Christianson, and Ruth Taylor

Assmmact ABSTRACT: The 2003 Medicare Prescription Drug, Improvement, and Modernization Act

The obiective of this analvsis is to simiilate the difference between national
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roved tax-advantaged health savings accounts (HSAs) for certain high-deductible
rance plans. We predict that MMA could lead to approximately 3.2 million HSA

Employee Choice Of Consumer—Driven imong Americans ages 19-64 who are not students, not enrolled in public

. . rance plans, and not eligible for group coverage as a dependent. We simulate
Health Insurance m a Multlplan7 if several additional tax subsidies for HSAs. We predict that the Bush administra-
Multiproduct Setting

Stephen T. Parente, Roger Feldman, and Jon B. Christianson

Objective. To determine who chooses a Consumer-Driven Health Plan (CDHP) ina
multiplan, multiproduct setting, and, specifically, whether the CDHP attracts the sicker
employees in a company’s risk pool.

Study Design. We estimated a health plan choice equation for employees of the
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Results (In ProgresACA Implementation Ongoing)

Yy Initial results suggest, that at least 20% of health plans offered in the

iIndividual (noremployer) health insurance market woll@Tbe considered
QHPs.

U This is purely based on the IRS out of pocket max for a qualified HDHP with
a Health Savings Account.

U Not considering original ACA OOP limits for small businesses of $2,000 for
single and $4,000 for nesingle coverage as criteria for a QHP.




Results Q1: Share of non QHP Offerings?
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(Mean: 15%, Median 15%)




Max Out of Pocket Deductible (Single) H S I

(Mean: $14.2k, Median $10Kk)

High
$20k to $100k

Medium
$11k to $19k

Low
$0k to $10k




Premium with Highest Deductible (Single)

HS1

12 2001 Microso® Corp. All rights resened.

(Mean: $142/month, Median $124/month)
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Q2: Will the QHP regulations limit the insurance
coverage of the ACA?

y" Over time, our results suggest that restrictions may limit insurance coverage
even more if health care cost inflation continues its 10 year trend of beating
general inflation.

Yy The study clearly suggests that if the goal of the Affordable Care Act was to
iIncrease health insurance coverage for catastrophic illnesses, some future
accommodation to increase or remove the out of pocket limitations may be
warranted.




Q3: What is Additional Uninsured Share Associated. €.
with the QHP Cost Sharing Restriction? Ll

T ] |
QHP Enforcement Analysis / ARCOLA Health Legislation Estimator
IHEA Presentation / July 9, 2013

PPACA ImplementetVITHQHP Enforced
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Individual 38,418,687 50,897,521 51,781,251 51,019,630 48,968,727 47,015,311 44,915,706 42,864,220 40,885,245 39,051,501
Employer 152,833,036 149,705,431 149,803,313 149,957,847 150,087,559 150,501,797 151,193,877 152,220,802 153,492,070 154,859,518
Medicaid 35,858,233 51,241,307 53,600,171 55,988,829 58,608,594 61,026,212 63,406,946 65,689,280 67,811,693 70,098,242
Total Insured 227,109,955 251,844,258 255,184,735 256,966,307 257,664,880 258,543,320 259,516,529 260,774,302 262,189,007 264,009,260
Uninsured 50,619,608 28,662,600 28,127,192 29,178,740 31,341,617 33,353,241 35,298,999 36,989,380 38,552,312 39,739,473
% Change in Uninsured -76.6% -1.9% 3.6% 6.9% 6.0% 5.5% 4.6% 4.1% 3.0%

PPACA ImplementedV/I THOUTQHP Enforced
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Individual 38,418,687 51,085,149 51,832,827 51,110,971 49,239,815 47,690,307 46,048,856 44,561,370 42,955,840 41,244,763
Employer 152,833,036 149,021,028 149,190,409 149,391,918 149,554,212 150,006,154 150,768,575 151,853,923 153,180,459 154,632,002
Medicaid 35,858,233 53,034,214 55,561,363 58,132,901 60,979,816 63,479,145 65,975,072 68,391,532 70,639,096 73,115,527
Total Insured 227,109,955 253,140,391 256,584,599 258,635,790 259,773,843 261,175,607 262,792,503 264,806,825 266,775,395 268,992,293
Uninsured 50,619,608 27,366,468 26,727,329 27,509,257 29,232,654 30,720,955 32,023,025 32,956,857 33,965,925 34,756,440
% Change in Uninsured -85.0% -2.4% 2.8% 5.9% 4.8% 4.1% 2.8% 3.0% 2.3%
NET CHANGE IN UNINSURED - (1,296,132) (1,399,864) (1,669,483) (2,108,962) (2,632,287) (3,275,974) (4,032,523) (4,586,387) (4,983,032

By 2016, 1.7M more uninsured if QHP only in HDHP market
By 2022, 4.9M more uninsured if QHP only in HDHP market




Caveats and Limitations
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Yy Consumer responses from the mandate are not known and the MA reform
results will likely not apply given how unique MA compared to states without
community rating and guaranteed issues alreadggsprior to health reform.

Yy eHealthdata is not final price just the starting point. That said, itis a
consistent source.

Yy ReinhardtMicrosimulation EA 2 YY WDIFINBF3IS LyX DI NDI
October, 2008)




