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May 17, 2018
Dear members of the Covered California Board of Directors,

On behalf of the staff and | eadership team, I
AProposed Budget 1090 Ftic ctaHhe YRamar &2 0alf8 Direct or
its May 17, 2018, meeting.

This budget was developed in accordance with statutory requirements and in
consultation with Covered Cal cdtaff.rBasedob s execut
board feedback, stakeholder input and continued staff review, a final proposed budget

will be submitted to the board for action at its June 2018 meeting.

Whil e Americads health care system comdtinues
California remains fiscally sound, committed to working toward another year of providing
access to quality and affordable care for millions of Californians.

As we saw last year, this document is being submitted for consideration by the board

with the understanding that in the event that there are major changes in the health care

|l andscape that could affect Covered Californi
with proposed budget modifications.

This budget reflects both a detailed play for fiscal year (FY) 2018-19 and a multi-year

financial forecast of all revenues, expenditures and staffing used by each of Covered
Californiads divisions in the delivery of ess
Californians by ensuring their access to affordable, high-quality care.

For FY 2018-19, Covered California proposes a budget of $350.2 million, which
includes an operating budget of $340.2 million and funding for a capital-projects reserve
of $10 million, along with 1,399 positions to ensure that our organization has the right
tools, processes and resources to deliver on its mission. In particular, the budget
proposes:

1 An operating budget of $340.2 million for fiscal year 2018-19, which will allow
Covered California to maintain a stable market and work on behalf of an
estimated 1.4 million actively enrolled consumers and more than 800,000
Californians Aoff exchangeodo who benefit fr

1 Maintaining significant investment in marketing, outreach and sales, with more
than $107 million for marketing and outreach as well as $98 million for our
Service Center and new Consumer Experience Division.

1 Covered California continues to be funded entirely by an assessment on health
plan premiums, with no funding received from either the state of California or the
federal government. This budget proposes lowering those assessment rates
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from 4 percent of premium 3.75 percent for those enrolled in plans through the
exchange. When you consider those enrolled in Covered California and those
enrolled in mirrored products off-exchange, this equals 2.3 percent of premium.

1 Covered California is expected to begin FY 2018-19 with approximately $310
million in reserves, which is the equivalent of about 11 months of operating
expenses. Based on our multi-year forecasts, we foresee the same level of
reserves beginning in FY 2019-2020.

The FY 2018-19 budget is balanced and relies solely on the funds collected from our
gualified health plans, and does not include any federal or state funds.

This budget meets the guidance provided by the board and the legislative intent behind

the establishment of Covered Cayearfinanciali a .

strategy of providing continuous fiscal integrity, transparency and accountability. It is
also built on our plans for meeting our strategic goals of promoting affordability,
ensuring access to needed care, Investing in outreach and education fostering a
positive consumer experience and committing to organization excellence.

Like so much of what Covered California does, this budget is the product of teamwork
across and beyond our organization. | extend my sincere appreciation to senior
executive management and their staff for their outstanding work during the budget
development process.

Sincerely,
v &J?);,/'
Peter V. Lee

Executive Director

t
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Il.  Executive Summary

Covered California enters fiscal year (FY) 2018-19 on solid financial footing, with more
new enrollees, and in strong position to continue its mission of increasing the number of
insured in our state, improving health care quality, lowering costs and reducing health
disparities.

Since its inception, Covered California has worked with Medi-Cal to dramatically
improve access to quality health care in the state. Since 2014, nearly 5 million people
have enrolled in Medi-Cal due to the Affordable Care Act expansion, and more than 3.5
million have been insured for some period of time through Covered California. Together,
the gains cut the rate of the uninsured in California from 17 percent in 2013 to a historic
low of 6.8 percent as of June 2017.

Covered Californiabds current enroll ment
members as of March 2018, which represents a modest increase of 47,000, or 3.4
percent, over March 2017. More than 423,000 new consumers enrolled in Covered
California during the most recent open-enroliment period, which also represents a 3
percent increase over the previous period.

Covered Californiads gai n gatients érst,clong with the b y
recognition that health insurance needs to be sold. Covered California focuses on being
sure consumers have good products that mean they will get care if they need it, and

that requires significant investments in marketing and outreach. Covered Californiad s
robust outreach helped it address the uncertainty caused by repeated attempts to
Arepeal an dAffordaplé @aedd, the taecellation of direct cost-sharing
reduction reimbursements to carriers, confusion surrounding a shortened open-
enroliment period in the federally facilitated marketplace and significant cuts to federal
marketing and outreach.

The challenges facing the individual market will extend into FY 2018-19 with the
removal of the individual mandate penalty and the possible expansion of short-term,
limited-duration insurance plans. Numerous studies indicate that these moves will hurt
consumers in the individual market, including in California, by damaging the health of
the consumer pool, which will lead to higher premiums & particularly for unsubsidized
consumers.

Nevertheless, Covered California remains well positioned to protect consumers going
forward, and is funded by the fees it collects from health plans. The exchange will
continue to stand on its own, without any federal or state funding, with sufficient cash
reserves to allow it to remain nimble and quickly adapt to any potential challenges.

Covered California Fiscal Year 2018-19 Proposed Budget | May 17, 2018 2

rema i

pol i


https://www.healthaffairs.org/do/10.1377/hblog20180223.551552/full/

Highlights of the FY 2018-19 budget include:

1 Operating Budget: Covered California will execute its mission in FY 2018-19
with an operating budget of $340.2 million. Faced with federal policy changes
and the resulting uncertainty, this budget will fund ongoing investments in
marketing, outreach and customer service that are needed to promote a stable
market with a good risk mix and thereby keep premiums as low as possible.
Doing so helps keep health care affordable for all Californians, especially those
who do not receive subsidies.

1 Marketing and Outreach: Covered California will continue its aggressive
investments in marketing and outreach to promote enrollment and retain
consumers, which is critical to maintaining a good risk mix and helping keep
premi ums | ow for all consumers in the indiuvi
extensive marketing and outreach investments helped it achieve one of the best
take-up rates and lowest risk scores in the nation. The budget for FY 2018-19
includes more than $107 million for marketing and outreach and $105 million for
our Service Center and the establishment of a new Consumer Experience
Division.

1 Financial Stability: Covered California expects to begin and end FY 2018-19
with approximately $310 million in reserves, the equivalent of about 11 months of
planned operating expenditures. These reserves give Covered California
capacity to adapt to new program requirements should there be significant
changes in federal or state policy.

1 Self-Funded Organization: FY 2018-19 will be the third successive year that
Covered California will be funded entirely by a percentage assessment on health
plan premiums. This budget reflects the assessment fee rate for plan year 2019
being reduced to 3.75 percent of premiums from the 4 percent assessment levied
in 2017 and 2018. Since the cost of these assessments is spread across the
entire individual market 8 both on-exchange enroliment and the mirrored
products that consumers purchasldcadiers ect | vy
off the exchange 0 this rate will equate to a 2.3 percent assessment on
individual market premiums in 2019. This assessment reflects far lower costs to
health insurers than they previously spent to enroll and retain members, which
fosters lower premiums and contributes to a healthier risk mix.

1 Enrollment and Revenue Projections: The enrollment and revenue projections
that support this budget are informed by in-depth analyses conducted by
PricewaterhouseCoopers. In addition to reviewing the most credible estimates of
the potential impact on individual market enroliment and premiums due to the
elimination of the individual mandate penalty, they also assessed the impact of
the planned shift of future open-e nr ol | ment periods, and the
rising minimum wage.
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Ill. The Vision and Strategic Pillars
That Frame Budget Priorities

Californiads mission is to improve health <car
disparities through an innovative, competitive marketplace that empowers consumers to
choose the health plan and providers that give them the best value.

The budget is a manifestation of Covered Cali
year. It is based on established budget principles and procedures that provide the

highest levels of fiscal integrity, accountability, transparency and accuracy to allow

Covered California to meet its goals and carry out its mission.

The budget is built on a comprehensive analytic process, which is guided by a set of
strategic pillars, to determine the most effective way to improve the health of all
Californians by ensuring their access to affordable, high-quality care.

Covered Californiaodssisgmeadelygy ct Ipe | dgqesc wé&s ema:!
reviewed by the board to guide the organization while making decisions, setting

priorities, determining initiatives and preparing annual budgets. The five pillars and the

broad strategy behind each and its new enhancements for the upcoming fiscal year are:

1 Affordable Plans: Consumers purchase and keep Covered California products
based on their understanding of how their coverage is a good value for them.

Broad Strategy

A Actively negotiate rates and benefits with carriers to provide consumers
with the best value.

A Invest in marketing and outreach to promote the value of coverage and
maintain a healthy risk mix.

A Offer patient-centered benefit designs to make care more affordable by
increasinga consumer 0S U N dedits that maxidizerages® f b e
to appropriate care.

Enhancements for Fiscal Year 2018-19

A The new Consumer Experience Division will create a stronger focus on
the enrollee to ensure he or she is empowered to choose the health plans
and providers that provide the best value.
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1 Staying Healthy and Getting Needed Care: Consumers receive the right care
at the right time.

Broad Strategy

A Work with all contracted qualified health plan issuers, in every corner of
the state, to ensure consumers have ready access to doctors, hospitals
and care.

A Hold health insurance companies accountable for improving the care
delivered, addressing disparities of care and moving to a patient-centered
system that rewards quality and value, rather than being rewarded for
guantity only.

Enhancements for Fiscal Year 2018-19

A Expanding efforts to promote improvements in care delivery through
clinical, enroliment and qualitative survey data to identify opportunities to
promote change.

A Adding staff to the Plan Management Division to strengthen relationships
with qualified health plan issuers to ensure that policies, processes and
rules continue to meet the needs of our consumers.

I Effective Outreach and Education: Consumers understand what we offer and
have a positive attitude about Covered California.

Broad Strategy

A Make significant investments in marketing and outreach to motivate
consumers to enroll get and maintain their insurance coverage.

A Educate and support Covered Californiabd
to promote enrollment and increase the number of insured Californians.

Enhancements for Fiscal Year 2018-19

A The proposed budget includes more than $107 million for marketing and
outreach and $105 million for our Service Center to help individual
consumers.

1 Positive Consumer Experience: Consumers have a positive experience from
initial enrollment to keeping their coverage.

Broad Strategy

A Operate and staff Service Centers as well as partner with 20,000 Certified
Insurance Agents, enrollers and Navigators to assist consumers in a
variety of languages.

A Mobile website design allows consumers to use all features on any device.
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A Ombuds Office established to help consumers as needed.
Enhancements for Fiscal Year 2018-19

A The new Consumer Experience Division will measure the consumer
experience directly as a baseline to ensure the experience improves over
time.

A Investing in Information Technology (IT) to stay on the cutting edge of
technologies that can benefit consumers.

1 Organizational Excellence: Covered California has the right tools, processes
and resources to support its team to deliver on our mission.

Broad Strategy
A Operate as a nimble and responsive enterprise that responds quickly to
the changing environment in health care.

A Implemented Healthier U, a program designed to improve the health and
well-being of state employees; an Employee Recognition Program to
create a culture of acknowledgement; and a Career Development
Program to help staff prepare for career advancement at Covered
California.

Enhancements for Fiscal Year 2018-19

A The new Covered California Leadership Academy will assure that
managers and key staff are equipped to successfully manage and lead the
organization.

These five pillars are supported and complemented by the following crosscutting
initiatives:

1 Innovating for the long term and being nimble in the present.

A In the past year, Covered California developed and implemented a policy
to protect consumers from being negatively affected by the
admini str at i em&asst-sdagng reductionreintborsement
payments. This policy is known as the CSR surcharge. A majority of other
states followed our example to protect their enrollees from unnecessary
premium hikes.

A Executive leaders toured state-of-the-art businesses in California to learn
about the latest advances in health care, how consumers will get care,
and the tools they will use to stay healthy in the coming years.

A In planning for FY 2018-19, Covered California is developing efforts to

communicate effectivelyt o consumers the ddemger s

limited-duration insurance plans.

Covered California Fiscal Year 2018-19 Proposed Budget | May 17, 2018 6

of



1 UsingCover ed Ca kexpdriencento iaférm policy in California and
nationally.

A Covered California actively seeks opportunities to contribute to the policy-
making discussions in California and Washington D.C. by sharing our
experiences and analysis of how policy issues could affect the individual
market and health care costs and quality more broadly.

A In the past year, analysis provided to the administration documented the
dramatic drop in new enrollees in the federally facilitated marketplace,
potential 3-year premium hikes of up to 90 percent in some states due to
uncertainty at the federal level and the potential impact of the removal of
the individual mandate penalty.

A Covered California learns from and shares its experiences with other
state-based marketplaces, academic institutions, along with private and
public partners to practice evidence-based policy development.

1 Working in partnership with others to promote changes in care delivery
that benefit all Californians.

A Collaborating with DHCS to make fthurndsmoother and addressing the
complexities of enrolling mixed families for consumers moving between
Medi-Cal and Covered California.

A Actively working with DHCS and other public and private purchasers to
promote improvements in care by adapting common efforts, such as
Smart Care California, which is currently focused on tackling the issues of
opioids, lower back pain and overuse of C-sections.

The FY 2018-19 proposed budget also alignswithCover ed Cal i forniabs
financial mandates. Covered California remains in full compliance with all mandates set

forth in section 100503 of the California Government Code, including assurance that the
organi zat i on 6 sotfonped oradiantapos StaterGeneral Fund resources.
Furthermore, in accordance with the Affordable Care Act and state law, effective Jan. 1,

2015, Covered California has operated fully self-sufficiently based on the combination of
revenue raised by levying a premium assessment on health insurance companies and
reserves.

Covered California Fiscal Year 2018-19 Proposed Budget | May 17, 2018 7



V. Fiscal Year 2017-18 Budget Goals,
Highlights and Projected
Expenditures

The Covered California board-approved budget for FY 2017-18 of $319.6 million
included 1,373 positions to enroll Californians in coverage, provide a better consumer
experience to applicants and enrollees, retain current enrollees and provide the tools to
deliver on our mission.

The budget featured the following activities:

1 Substantial investments in outreach, marketing and enroliment, including large
investments in supporting more than 13,000 Certified Insurance Agents and a
Navigator program to inform hard-to-reach Californians about Covered California
and encourage retention of those who are enrolled.

1 Service Center funding to provide resources comparable to FY 2016-17 and
accommodate the transfer of the workload associated with increased handling of
consumer inquiries and appeals.

1 Funding for the California Healthcare Eligibility, Enrollment and Retention System
(CalHEERS) 6 the information technology platform shared with the Department
of Health Care Services 8 to support the FY 2017-18 program requirements of
the CalHEERS road map.

While Covered California completed its fourth renewal and fifth open-enrollment period
with approximately 1.4 million actively enrolled consumers, consistent with last year, this
trend of stable enrollment is likely to change in 2019 as a result of recent federal
decisions. In particular, the elimination of the individual mandate penalty is expected to
put downward pressure on enrollment. This change is reflected in the new forecast
developed to support FY 2018i 19 expenditures.

The projected expenditures for FY 20171 18, as of March 30, 2018, are $318.6 million.
This includes $308.6 million in operating expenses and $10 million for the initial funding
of the establishment by the board of a capital-projects reserve fund. The ability to use
FY 2017-18 funds to start the capital-projects reserve is primarily the result of lower-
than-budgeted expenditures for salaries and contracts in Technology, Plan
Management and Evaluation, and Administration. The capital-projects reserve is
intended to be used to pay for the acquisition or construction of capital assets that are
facility related. While savings materialized throughout the fiscal year in some areas, in
other domains required costs were higher than originally anticipated, including those
related to appeals work and surge-vendor support in the Service Center.
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Table 1
FY 2017-18 Projected Expenditures Versus FY 2017-18 Budget

Budget Projected Difference
Outreach & Sales, Marketing $ 110,431,674 $ 103,365,651 $ 7,066,023
Service Center & Consumer Experience $ 87,466,377 $ 98,105,205 $ (10,638,828)
Technology $ 64,685,070 $ 58,290,970 $ 6,394,100
Administration $ 41,367,467 $ 37,335,830 $ 4,031,637
Plan Management & Evaluation $ 15,607,035 $ 11,460,676 $ 4,146,359
Total Operating Expenditure $ 319,557,624 $ 308,558,332 $ 10,999,292
Capital Projects Reserve $ - $ 10,000,000 $ (10,000,000)
Total $ 319,557,624 $ 318,558,332 $ (999,292)

SUMMARY OF MAJOR AREAS:

Outreach and Sales, Marketing: Projected expenditures of $103.4 million for these
programs in FY 2017-18 are $7.1 million lower than budgeted, primarily due to staff
vacancies in the Outreach and Sales, Marketing, and Program Integrity divisions, and
lower than expected contract expenditures, including the Covered California for Small
Business (CCSB) sales and administration support contract.

Service Center and Consumer Experience: Projected expenditures of $98.1 million
for FY 2017-18 are $10.6 million higher than originally budgeted, primarily due to the
increased costs associated with appeals work and increased funding for surge-vendor
support during the fifth open-enroliment period.

Technology: FY 2017-18 projected expenditures of $58.3 million are $6.4 million lower
than budgeted. While expenditures for CalHEERS, including the Statewide Automated
Welfare System (SAWS) interface, are expected to come in at budget, expenditures for
the Information Technology (IT) Division are projected to be $4.4 million lower. This is
largely a result of vacancies due to C a | H &a®ssspecification consolidation and the
delayed timing of IT initiatives, including the CCSB portal build, virtual assistant
software, and web content management initiatives, in conjunction with a lower than
anticipated spend on other contractual obligations.

Administration: Projected expenditures of $37.3 million are $4.0 million lower than the
FY 2017-18 budget largely due to vacancies and lower than expected contractual
expenditures across all Administration divisions.

Plan Management and Evaluation: FY 2017-18 projected expenditures of $11.5
million are $4.1 million lower than budgeted, due to staff vacancies and delays in
contractual expenditures for analytics and modeling efforts.

Capital Project Reserve: With this budget, Covered California proposes to establish a
Capital Project Reserve with $10 million (see Section IX, FY 2018-19 Capital Projects
Budget for more details).
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\/. Covered California Enrollment
and Revenue Forecast

"The greatest uncertainties facing Covered California $enrollment and

revenue outlook stem from the potential for major federal legislative or

regul atory actions to change key provis
0 Covered California Fiscal Year 2017-18 Budget

Covered Cal i f el®individualsnarketenrdlihdnBand revenue projections
were developed in a climate of considerable uncertainty. They are guided by analyses
and surveys that provide a range of estimates of the potential impacts of recent federal
policy changes.

To derive the forecast, Covered California drew on a broad range of resources to

project the nhA-gearenrolirmentKiguiles/irothemantext of upper and lower

boundary extremes. Recognized health insurance experts from

PricewaterhouseCoopers (PwC) were consulted to conduct background research and

provide observations about the potential impact of the loss of the mandate penalty, as

well as other factors that could affect Covered California enrollment and premiums.

PwC was also consultedt o proj ect potential changes in Ca
market generally. In addition to their own expertise, P w C d¢esommendations are

informed by analyses of other prominent experts, such as the UCLA Center for Health

Policy Research and the UC Berkeley Center for Labor Research and Education. The

resulting forecasts upon which this budget is based also reflect Covered California
management 6s consi der at i ontheidsights ofedearnalatdy of es
internal experts on health insurance enrollment in the individual market in California.

Because Covered Californiads plan assessments
gross premiums, the impact on both variables was projected.

The most significant federal policy action taken that will affect California in 2019 is the
elimination of the penalty for failure to satisfy the individual shared responsibility
provision of the Affordable Care Act. The penalty was designed to provide an incentive
for people to enroll who may not otherwise purchase health insurance. By sustaining the
number of people in the individual risk pool with low or minimal health care costs,
average medical costs and thus premiums would be lower than would otherwise be the
case.
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Based on PwC observations, five notable analyses?! from highly regarded sources
informed the FY 2018-19 enroliment and revenue outlook. The estimated loss of
enroliment in individual health plans due to the removal of the mandate penalty ranges
from 7 to 26 percent, as illustrated in Figure 1. Each analysis is unique and there is
diversity as to the method used (survey or microsimulation), the geographic scope
(national or California), the enrollment estimate granularity (on- or off-exchange, or the
entire individual market) and the time required for the impact to play out. The PwC
report also summarizes expert predictions of the impact of the penalty on premiums,
which ranged from it causing increases of 5 to 10 percent.

Figure 1

Estimates of 2019 Enrollment Loss
Due to Elimination of Individual Mandate Penalty
(Individual Market)

0
Kaiser Family Foundation
-7% @ Health Tracking Poll,
March 2018 National survey
-12% . CalSIM* 2.0 California microsimulation
-14% @) Congressional Budget Office  National microsimulation
-18% ‘ Harvard Study California survey
-26" . Urban Institute National survey
-30

* California Simulation of Insurance Markets

1 Impact of Individual Mandate Penalty Elimination and Other Market Factors on Coverage Nationally and in
California. Prepared for Covered California by PwC. May 17, 2018. http://board.coveredca.com/meetings/2018/05-

17/PWC%20Slide%20Deck%20-%20pdf.pdf
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Covered California Forecast Enrollment Projections

Covered California used these analyses to inform the development of its enrollment
forecast scenarios.

The Base enrollment forecast reflects an estimated 12 percent loss, which is essentially
the midpoint of the most optimistic (high), and most pessimistic (low) estimates. It is
also consistent with the estimate derived from CalSIM version 2.0 and similar to the loss
estimated by the Congressional Budget Office.

The high, or optimistic, enroliment alternative forecast reflects a 7 percent loss of
enrollment based on the consistent results of the two most recent Kaiser Family
Foundation Tracking polls.

The low, or pessimistic, enrollment alternative reflects a more significant 18 percent

enrollment loss as indicated by the Harvard Study. Even though the Urban Institute

survey indicates that 26 percent of respondents were flikelydto drop health insurance
coverage in the absence of a penalty, only 10
percent woul d b eowitha midmintlofdd percentkTéid cpntrast in

responses reduces the confidence of this reference point as a basis for the highest loss

estimate.

Under any of the forecast scenarios,based on Covered Catheforniads
removal of the mandate penalty will have a significant impact on overall individual
market enrollment, as illustrated in Figure 2.
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Figure 2

Projections of California Individual Market Enrollment

(Fiscal year-end enrollment in millions)
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Covered California Forecast Premium Assumptions

Covered California also used these analyses and guidance to inform its projection of the
impact of the elimination of the mandate on premiums.

In the Base enrollment scenario, the elimination of the mandate in conjunction with the
increase in medical cost trend in 2019, and subsequent reinstatement of the health
insurance provider fee in 2020, the overall premium growth rates are assumed to be 11
percent in 2019, 13 percent in 2020 and 9 percent in 2021. The elimination of the
mandate is projected to drive premium growth of 6 percent in 2019, 4 percent in 2020,
and then 2 and 1 percent in 2021 and 2022, respectively.

In the high enroliment scenario, a range of factors is assumed to result in overall
premium growth rates of 9 percent in 2019, 13 percent in 2020 and 8 percent in 2021.
The elimination of the mandate is projected to drive premium growth of 5 percent in
2019, 3 percent in 2020, followed by 1 and O percent in 2021 and 2022, respectively.
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In the low enrollment scenario, various factors are assumed to lead to overall premium
growth rates of 13 percent in 2019, 14 percent in 2020 and 10 percent in 2021. The
elimination of the mandate is projected to drive premium growth of 8 percent in 2019, 5
percent in 2020, and then 3 and 1 percent in 2021 and 2022, respectively.

The impact of the elimination of the mandate on enroliment and premiums is
summarized in Table 2.

Table 2
Projections of the Potential Impact of the Elimination of the Individual Mandate on
California® Individual Market Enrollment for the Low, Base and High Enrollment
Scenarios

Potential Decrease in Enroliment (numbers in thousands)

Cummulative

Low 2019 2020 2021 2022 || 2019 2020 2021 2022 | 2019-22
On-Exchange -18% 9% 4% 2% -243 -98 -40 -19 -400
Off-Exchange -18% -9% -4% -2% -150 -64 -32 -16 -261
Individual Market -18% 9% -4% 2% -393 -162 72 -35 -661
Cummulative
Base 2019 2020 2020 2022 | 2019 2020 2021 2022 | 2019-22
On-Exchange -12% 6% 3% 1% -162 72 -34 -1 -279
Off-Exchange -12% 6% 3% 1% -100 -45 22 7 -175
Individual Market -12% 6% -3% 1% -262 -117 -56 -18 -454
; [ Cummulative
High 2019 2020 2021 2022 2019 2020 2021 2022 2019 - 22
On-Exchange % -4% 2% 1% 94 51 25 12 -182
Off-Exchange 7% -4% 2% 1% -58 -32 -16 -8 -114
Individual Market % -4% 2% 1% -152 -83 -41 20 -296

Enroliment loss based on 1.26M projected effectuated enrollees on-exchange and 0.77M off-exchange, as of December 2018

Table 3
Projected Premium growth rates for the Low, Base and High Enroliment
Scenarios

Potential Increase in Premiums

'Enroliment Scenario 2019 2020 2021 2022
Low 13% 14% 10% 8%
Base 11% 13% 9% 8%
'High 9% 13% 8% 7%

Covered California for Small Business Forecast

The enrolliment outlook of Covered California for Small Business (CCSB) continues to
build on recent operational improvements (e.g., timely commission payments, quickly
resolving account issues and better support from agents and brokers). In December
2017, CCSB enrollment surpassed 40,000 for the first time, and it is projected to grow in
2019. The focus continues to be on improving and expanding agency-level agreements,
strategic technology implementations and improving communication outreach.

Due to these anticipated improvements and the trends seen over the past year, overall
CCSB enrollment is expected to rise modestly through FY 2020-21. The Base
enroliment forecast (see Figure 3) takes into account the overall size and expected
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growth of the small business exchange market in California, of which CCSB currently
holds a 9 percent share.

Forecast Assumptions

The Base forecast assumes that the Covered California for Small Business market
share will grow to 10 percent in 2018 and 2019 and to approximately 11 percent
thereafter.

Beginning in 2017, the assessment rate levied by Covered California on CCSB plans
was 5.2 percent of gross health plan premiums. This rate will continue for plan year
20109.

Figure 3
Covered California for Small Business
Base Estimate Enrollment and Revenue Scenarios
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Covered California for Small Business Revenue
(Base forecast 8 in millions)

The high alternative assumes that the market share increases to 20 percent by 2022.
The low alternative assumes that CCSB6 s s draps frem its current 9 percent to
approximately 8 percent (see Table 4).

Table 4
Covered California for Small Business
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