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Covered California i s the stated6s health insurance marl
can find affordable, high-quality insurance from top insurance companies. Covered

California is the only place where individuals who qualify can get financial assistance

on a sliding scale to reduce premium costs. Consumers can then compare health

insurance plans and choose the plan that works best for their health needs and budget.

Depending on their income, some consumers may qualify for the low-cost or no-cost

Medi-Cal program.

Covered California is an independent part of the state government whose job is to make

the health insurance marketplacewor k f or Cal i f orni ab6s consumer
five-member board appointed by the governor and the Legislature. For more information

about Covered California, please visit www.CoveredCA.com.

On the cover: The works of art depicted on the cover of this document are part

of a series of murals commissioned by Covered California to attract attention to

enrollment locations, promote the role of health and wellness locally and

demonstrate that Covered California is woven into the fabric of communities across

the state. The mural s, |l ocated statewi de, wert
enrollment promotion for 2018.

Vi sit Cover ed Cattpi/hbextcoveradtasonwrridals.dhtmleto learn
more about all 17 murals and their locations.

This booklet is a brief summary of information about individual health insurance plans
for Covered California. The rate information in this book is preliminary because it is still
subject to public regulatory review.

This booklet does not include offerings for Covered California for Small Business.

© 2018 Covered California
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Covered California began as the first state-based health insurance marketplace

established under the Patient Protection and Affordable Care Act. Since then, California

hasmadehi st oric progress in reducing tdnehest at e O s
promise of making high-quality health care more accessible for millions.

Heading into 2019, Covered California will continue to use all of the tools available in
the Affordable Care Act to maintain a stable and competitive marketplace that puts
consumers in control. From actively selecting the health insurance companies that will
participate in the marketplace, to designing the patient-centered benefits that will be
offered to consumers and negotiating the rates, Covered California works to make sure
that consumers drive the market by shopping for what provides them the best value.

Covered California is a stable model in this new era of health care that has served 3.5
million Californians since it first began offering coverage in 2014. Today, 1.4 million
consumers are actively enrolled in Covered California, making it the largest state-based
marketplace in the country. In addition, more than 5 million Californians have enrolled in
Cal i forni aos -CabprpgiamdTegethek] thesé achievements have helped
California reduce its

uninsured rate from 17 The Rate of Uninsured Is Dropping Faster
percentatthe end of 201310 jn California Compared to the Nation

a record low of 6.8 percent

at the end of 2017. As a CA

result, the uninsured rate is 17.0*

dropping faster in California

compared to the nation and

stands at the lowest level on
record. While the uninsured ,‘ Uus.
rate in California remained 1:-54% 9.1*

on a steady decline, the
national uninsured rate
increased, showing its first
uptick since the passage of

the Affordable Care Act, g.As%
moving from 9.0 percent in
2016 to 9.1 percent in 2017. o A I S S S S

2013 2014 2015 2016 2017

In addition to a historically low uninsured rate, two recent reports show that California
continues to attract a healthy mix of consumers to its individual insurance market, which
is a key element to a strong and stable exchange. A healthier consumer pool means
lower premiums for everyone in the individual market.

A recent study, iNational vs. California Comparison: Detailed Data Help Explain the
Risk Differences WhichDrive _Cov er ed Cal i | was postedinddealthuc c e s s
Affairs Blog, a prominent health policy website.
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https://www.healthaffairs.org/do/10.1377/hblog20180710.459445/full/
https://www.healthaffairs.org/do/10.1377/hblog20180710.459445/full/

The study noted three key findings:

T Californiabs i ndi vwasabai20 peeenkleaver thanithe k
ot her st atrskséoreafiom 20a5gtheough 2017.

T Covered Californiab6bs risk scores are
metal tier (Bronze, Silver, Gold and Platinum) for each of the three years
examined.

T Cal i f o r-exchangesenralrheint, wherein unsubsidized consumers enroll
outside of Covered California but generally get the same products at the same
prices as they would through Covered California, remained relatively constant
from 2015t0 2017. There st o f tslofeexahangeiemmralindent decreased
by 1.3 million during that same period (see Figure 1). This decrease is important
because off-exchange enrollees tend to be healthier than average, and these are
individuals who do not have the federal tax credit to make coverage more
affordable.

Figure 1: Total Individual Market Enrollment, in millions

Rest of U.S. California
7.1 6.9

0.9 0.8 11490 1140 11140

1 B 1 B

2014 2015 2016 2017 2014 2015 2016 2017
B Subsidized Subsidized
Unsubsidized Unsubsidized

Source: Centers for Medicare and Medicaid Services. fiTrends in Subsidized and Unsubsidized Individual Health Insurance
Enroliment.0July 2, 2018.

The study pointed to four key reasons why California has been successful in attracting
and retaining a healthier mix of consumers:

1. California expanded its Medicaid program, known as Medi-Cal, and studies show
that states that expanded Medicaid coverage have lower risk scores.

2. States that established their own marketplace, such as Covered California, have
lower risk scores than states that rely on the federal marketplace.

SsCcCor e
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3. Covered California and other state-based exchanges tend to invest more in
marketing and outreach, which are critical to enrolling new consumers.

4 Covered Cal i fcentered lzedest dgsigns, widch are standard across
plans in each metal tier, help reduce consumer confusion.

In addition, data from the Centers for Medicare and Medicaid Services shows that

California continuestohaveone of the | owest HAaverage plan |
individual market, placing it in the top five for the fourth year in a row. When compared

to the federally facilitated marketplace (FFM) and state-based marketplaces (SBMs),
Californiads risk scores were 19.1 pegeas,ent an
Californiads scores we rlogverthan tha VFMaradd3l peréent2 2 per
lower than SBMs (see Figure 2).

Figure 2. Comparison of FFM, SBM and California Risk Scores, 2014-2017

1.68 1.69 1.69
1.55 =2
: 1.53
1.48 1.44
1.34 1.36 1.31
1.20
2014 2015 2016 2017
FFM [ SBM excluding CA California

Source: Centers for Medicare and Medicaid Services Summary Reports on Permanent Risk Adjustment Transfers,
2014 to 2017.

Finally, the individual insurance market as a whole continues to grow in stability. A

recent report by t he HKudidsaInsurfnaeniarkey Foundati on
Performance in Early 2018, 6 examined the financial data fr ¢
and f ou mslrers $aw betteii financial performance in the first quarter of 2018

than in all the earlier years of the ACA, and are returning to pre-ACA levels of

pr of i tThdreporistwarns,dhowever,t hat At he indvidumlal of t he
mandate penalty as part of tax reform legislation and the likely proliferation of loosely-

regulated short-term insurance plansc | oud expectations for the fuU
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https://downloads.cms.gov/cciio/Summary-Report-Risk-Adjustment-2017.pdf
https://www.kff.org/private-insurance/issue-brief/individual-insurance-market-performance-in-early-2018/
https://www.kff.org/private-insurance/issue-brief/individual-insurance-market-performance-in-early-2018/

In addition, the director of S&P Global Ratings 8 which closely monitors the health
insurance industry 8 told The New York Times t h arthe market is in a better position
now than it has ever been since the exchanges

Covered Cal i9Rate@Ghamgés 201

For the 2019 coverage year, Covered California is announcing 8 for the third straight
year & that all 11 of its health insurance companies will be returning to serve
consumers. The overall weighted average rate change will be 8.7 percent for existing
consumers who renew coverage in their same plan in 2019.

For the majority of Covered California consumers, those who receive financial help in

the form of tax credits, their net premiums d or the amount they pay out of pocket for

their coverage after subsidies d will rise an average of 6.0 percent. The latest data

shows that 88 percent of Covered Californiads
as of March 2018.

Most consumers will also be able to reduce their rate change by an average of -0.7
percent if they shop for the best value and switch to the lowest-priced plan in the same
metal tier.

Table 1: Covered Californiads Pr emi ums

PLAN YEAR 5-Year

Average

2015 2016 2017 2018 2019

Weighted
Average 4.2% 4.0% 13.2% 12.5%* 8.7% 8.4%

Increase

Lowest-

priced 4.4% 3.3% 3.9% 11.8% | 102% | 6.7%

(unweighted)

Lowest-

Priced Silver 4.8% 1.5% 8.1% 9.2%* 5.2% 57%
(unweighted)

If a
consumer
switches to
the lowest- d -4.5% -1.2% 3.3% -0.7% 5
priced plan in
the same tier

* The 2018 weighted average has been adjusted to remove the cost-sharing reduction surcharge applied in 2018,
since unsubsidized or off-exchange enrollees do not incur the surcharge, and tax credits help defray the costs of
rate increases for those eligible for subsidies.
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https://www.nytimes.com/2018/07/03/health/obamacare-insurance-rates.html

Elimination of the Penalty Affects Rates

There are several factors that will have an impact on rates in 2019, including the federal
decision to eliminate the individual mandate penalty. Without a penalty in place, healthy
consumers could decide to roll the dice and take the risk of going without health
insurance. Carriers added between 2.5 and 6 percent to their rates, with an average of
3.5 percent, due to concerns that the removal of the penalty will lead to a less healthy

and costlier consumerpool. Wi t hout the elimination of the pe
rate changewouldbec |l oser to 5 percent, which is anot hi
stability.

The higher rates will also mean unsubsidized consumers will be faced with paying more
for coverage, the federal government will be forced to spend more on tax credits as
premiums go up, and we will likely see a decrease in enrollment both in California and
across the nation. Together, the increase in premiums and decrease in enroliment will
lead to future rate increases, particularly if those who leave are healthier than the
average consumer.

Covered California estimates the 3.5 percent increase in rates will mean Californians
will be spending $400 million more for their health care coverage in 2019. While
subsidized consumers will be protected from this increase, since the amount of financial
help they receive will also increase, the federal government will end up paying an
estimated $250 million more in higher tax credits. Unsubsidized consumers on and off
the exchange will bear the full brunt of the increase.

Covered California projects that the elimination of the individual mandate penalty could
reduce enroll ment i marketby 462,000 conswamérsin20h9d i vi du a l
including 162,000 consumers from Covered California and 100,000 from the off-

exchange market. Analysis conducted by PricewaterhouseCoopers found that the

removal of the individual mandate penalty could also result in uncompensated care

rising by $1,000 per newly uninsured person. If all uncompensated care costs d that

are not covered elsewhere d were shifted to private insurance, the cost of employer-

sponsored coverage could increase by between 2 and 4 percent, a cost that would most

likely be shared between the employer and the employee.

In addition, medical trend accounts for 7.5 percent of the rate change. Medical trend is
the general change in the unit cost of medical services or products combined with how
often those services and products are used and any change in the intensity or amount
of services for a condition.

One factor that lowered rates this year is the federal suspension of the annual health
insurer tax for 2019. Health insurers pay the fee to help fund the federal and state
marketplaces. Covered California estimates the suspension lowered rates by
approximately 1.6 percent. Barring further legislative action, the tax is scheduled to
return for the 2020 coverage year.
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Many Consumers Will Pay Less Than Initial Rates Suggest

The overall weighted average rate change reflects the price current Covered California
members would pay if they all renewed their coverage in their current plan. However,
history shows that many consumers will pay less than the initial rates suggest.

Covered Californiads competitive market gives
the best value and easily find a plan that fits their needs. As noted earlier, consumers

who shop and switch to the lowest-priced plan in their same metal tier can save an

average of -0.7 percent on their 2019 rates.

Consumers have historically shopped for the best value in coverage. A 2017 study by
The Commonwealth Fund, Cdiisumers Buy Lower-Cost Plans on Covered California,
Suggesting Exposure to Premium Increases is Less than Commonly Reported, fdund
Cover ed Cadnsumersregulalyended up paying much less than the average
price of plans. The study looked at the policies Covered California consumers
purchased between 2014 and 2016 and found the average price paid in each year has
been between 11 and 15 percent less than the average price of the plans offered.

Among the studyds key findings:

1 Consumers in each metal tier paid 11.6 percent less than the average price
offered in 2014, 13.2 percent less in 2015 and 15.2 percent less in 2016.
1 When measured as an average purchase price, consumers saw a premium
increase of 2 percent over the 2014-15 period, and 3 percent over the 2015-
16 period.
1 Consumers responded to rate changes by shifting to lower-cost plans. In
2016, 62 percent of new enrollees and 56 percent of renewing enrollees
chose the lowest- or second-lowest-priced plans available.
1 The findings suggest Covered California is helping to moderate cost growth.
The researcher s s ai demonsétrates\ estragtouCad | i f or ni a
Economics 101 & that if consumers have easy-to-understand, transparent
information without being overwhelmed with too many choices, they will buy
lower-pr emi um products available on their ti

Over the past five years, Covered California has held actual average annual rate

changes for unsubsidized consumers to an estimated average of 7.9 percent and 3.8

percent for subsidized consumers (see Figure3: Cal i forniabés I ndividua
Premiums).
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Figure3:Cal i forniads I ndividual Mar ket Pr emi ums

! Premiums shown are the actual observed average premiums in Covered California administrative data for renewal and open-
enroliment plan selections for plan years 2014 through 2018, and the percentage change is the change to the average observed
premiums. Year over year, the average premiums shown may be influenced by changes in the population distributions (such as for
region, age, metal tier, etc.). Average premiums for the off-exchange market as a whole could differ from the Covered California
unsubsidized premiums to the extent that the off-exchange population and plan-choice profiles differ from the on-exchange,
unsubsidized profile. Additionally, the 2018 unsubsidized premiums have been adjusted to remove the cost-sharing reduction
fi s ur c h a rlvgresince ioffrexcBange enrollees do not incur the surcharge, and Covered California encouraged its unsubsidized
Silver enrollees to move off-exchange to avoid the surcharge in 2018. For coverage year 2019 premiums, this chart shows an
estimate of what premiums would be if all consumers enrolled in their same 2018 plan for 2019. The chart applies the global
weighted Covered California average increase of 8.7 percent to produce the estimated average unsubsidized premium, which is an
estimate of what off-exchange enrollees may pay in 2019 (the actual 2019 amount will depend on enrollee take-up and plan choice
during renewal and open enroliment).
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