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California’s Efforts to Build on the Affordable Care
Act Lead to a Record-Low Rate Change for the
Second Consecutive Year

e The preliminary rate change for California’s individual market will be 0.6 percent
in 2021, which marks a record low for the second consecutive year and follows
California’s reforms to build on and strengthen the Affordable Care Act.

e Covered California’s increased enrollment, driven by state policies and significant
investments in marketing and outreach, has resulted in California having one of
the healthiest individual market consumer pools and lower costs for consumers.

e The impact of COVID-19 on health plans’ costs has been less than anticipated as
many people deferred or avoided health care services in 2020, and while those
costs are rebounding, it now appears the pandemic will have little effect on the
total costs of care in California’s individual market for 2020 and 2021.

e All 11 health insurance companies will return to the market for 2021, and two
carriers will expand their coverage areas, giving virtually all Californians a choice
of two carriers and 88 percent the ability to choose from three carriers or more.

SACRAMENTO, Calif. — Covered California announced on Tuesday a record-low
insurance premium rate change for the second consecutive year. The preliminary
average rate change for California’s individual market is 0.6 percent for the upcoming
2021 plan year, which is the lowest mark since the launch of the Affordable Care Act
and follows a rate change of only 0.8 percent in 2020.

“California continues to show the nation what can be done when you build on and
strengthen the Affordable Care Act,” said Peter V. Lee, executive director of Covered
California. “California’s bold policies to provide additional state financial help, to
reinstate the penalty to encourage consumers to enroll in health care, and to make
significant marketing investments in Covered California are providing stability and lower
costs in the face of national uncertainty.”

(more)
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The historically low rate change was driven by California’s efforts to build on the
Affordable Care Act through affordability initiatives — the state subsidies and the
individual mandate enforcement provision that went into effect in 2020 — as well as
ongoing investments in marketing and outreach that have led to increased enroliment
and one of the healthiest consumer pools in the nation. The most recent data from the
Centers for Medicare and Medicaid Services found that California has the second
lowest “State Average Plan Liability Risk Score” in the nation, which marked the sixth
straight year that California has been among the top five healthiest states.

“Access to affordable health care coverage is more critical than ever as our nation and
state navigate the COVID-19 pandemic,” said Gov. Gavin Newsom. “Covered California
is leading the nation by eliminating barriers to access and providing Californians real
opportunities to get the care and coverage they need.”

California’s Individual Market Rate Change for 2021

California’s individual market consists of approximately 2.3 million people, including 1.5
million enrolled through Covered California. Nearly nine out of 10 (88 percent) of those
enrolled through the marketplace are getting federal or state subsidies, or both, to lower
their costs; the rest are buying coverage directly from carriers in the individual market.

The preliminary average rate change of 0.6 percent varies by region and by an
individual's personal situation (see Table 2: Covered California Rate Changes by Rating
Region).

“Health care costs are never a one-year story, and California has shown — again and
again — that it can provide stability and lower costs in the face of federal policy changes
that could have resulted in dramatic rate increases,” Lee said. “The past three years can
serve as a roadmap for the rest of the nation when it comes to successfully responding
to federal challenges, reducing prices and encouraging enrollment.”

Table 1: California’s Individual Market Rate Changes (Percentages)’

overall < Vel
2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | OVerS Average
9 (2019-2021)
Weighted 42 40 | 132 | 125 8.7 0.8 06 6.3 33
Average
Shop & — -45 | -12 33 | -07 | -90 | -73 -3.2 57
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The main factors that contributed to the low rate change include the following:

Increases in Health Care Costs: The underlying trend for health care costs —
absent the impact of COVID-19 — for 2021 was generally projected to be in the 4
to 8 percent range across Covered California’s 11 contracted health insurance
companies.

COVID-19 Impact: Covered California reviewed the experiences of health plans
through 2020 and their projections for 2021 related to COVID-19 health care
costs. While carriers did incur increased costs for COVID-19 treatments,
increased telehealth provider services and extended grace periods for
consumers enrolled during the current year, the costs were offset by a decrease
in the volume of medical care and elective procedures as many people decided
to stay home during the pandemic. While there continues to be considerable
uncertainty about the pandemic and resulting health care costs, the latest
information shows that health care costs will likely end up being close to what
was originally priced for in California. For 2021, most plans project that caring for
enrolled members with COVID-19 and the impacts of the pandemic on other care
will have no to little net impact on premiums.

Strong and Healthy Enrollment: Covered California saw a surge of new sign-
ups during both the 2020 open-enroliment period (a 41 percent increase over the
previous year) and the current special-enrollment period, during which more than
230,000 people have signed up for coverage since March 20, which is more than
double the rate seen during the same period last year. The risk and demographic
analysis of the new consumers indicates that both cohorts of incoming
consumers are “healthier” on average than the equivalent cohorts from 2019.

Removal of Federal Health Plan Tax: The repeal of the Health Insurer Tax
lowered premiums by 0 percent to 3.3 percent across carriers, with the weighted
average decrease to premiums at 1.7 percent.

Exchange Fee: The participation fee Covered California charges qualified health
plan issuers was reduced for 2021 from 3.5 percent to 3.25 percent, leading to a
further reduction in premium.

“After a large increase in 2019 caused by the federal action that zeroed out the penalty
on individuals failing to have insurance coverage, California has seen two years of less
than 1 percent premium increases,” Lee said. “Covered California’s ability to provide
stability and lower costs to consumers is the product of strong state policies, a
competitive market and major investments in marketing.”

(more)
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“State policies make a difference, and California is showing how you can keep health
care costs under control and bring coverage within reach of more people,” said
California Health and Human Services Secretary and Covered California Board Chair,
Dr. Mark Ghaly. “Making more financial help available and encouraging consumers to
get covered means fewer people without insurance and lower health care costs for
everybody.”

Consumers both on and off the exchange will benefit from Covered California’s
competitive marketplace, which allows them to shop for the best value and save money
if they switch plans. The average rate change for unsubsidized consumers who shop
and switch to the lowest-cost plan in the same metal tier is -7.3 percent, which means
many Californians may be able to get a lower gross premium than they have now if they
shop and switch (see Table 1: California’s Individual Market Rate Changes).

“Shopping for the best deal will once again be important for consumers because as our
carriers become more competitive on pricing and the cost of the second-lowest Silver
plan decreases, consumers may find that the amount of their financial help is lowered,”
Lee said.

The preliminary rates will be filed with California’s regulators, the Department of
Managed Health Care and the Department of Insurance, and are subject to their final
reviews.

Financial Help Lowers Costs for Consumers

Roughly nine out of every 10 consumers who enroll through Covered California receive
financial help — in the form of federal tax credits, state subsidies, or both — which help
make health care more affordable. California’s state-specific enhanced subsidies are
benefiting about 590,000 consumers out of the current 1.5 million enrollees in Covered
California. In 2020, with the combination of federal tax credits and state subsidies, the
average consumer receiving financial help were paying only $130 per month of their
total premium of $587 (with federal and state assistance reducing their costs by $457 or
nearly 80 percent).

In addition, nearly 38,000 middle-income consumers have qualified for new state
subsidies, with an average state subsidy to eligible households of $475 per month,
lowering their monthly premium by nearly 44 percent.

The state subsidies are only available to eligible consumers through Covered California.
The amount of financial help consumers receive will vary depending on their age, their
annual household income and the cost of health care in their region.

(more)
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Increased Competition and Consumer Choice

In the coming year, all 11 carriers will continue offering products across the state, and
two carriers will expand their coverage areas, providing increased competition and
consumer choice. In 2021, 99.8 percent of Californians will have two or more choices,
88 percent will be able to choose from three carriers or more, and over three-fourths of
Californians (77 percent) will have four or more choices.

Anthem Blue Cross will expand into Imperial, Inyo, Kern, Mono and Orange counties,
and Oscar Health Insurance will expand into San Mateo County.

“A competitive market means virtually everyone across California will have a choice in
coverage and is further proof that the Affordable Care Act is working in California for
both consumers and health plans,” Lee said.

Consumers can find out what they will pay for their 2021 coverage starting during the
renewal period in October, when they can visit Covered California’s website at
www.CoveredCA.com and begin using the Shop and Compare Tool.

Staying Safe While Getting Help Enrolling

Covered California is currently in a special-enrollment period due to the COVID-19
pandemic, which allows the uninsured to sign up for coverage if they are eligible to
enroll in the exchange. The most recent data shows that 231,040 people have signed
up through Covered California for health care coverage between March 20 and July 25,
which is more than twice the number who signed up during the same time last year. The
special-enrollment period is available through the end of August.

Consumers can easily find out if they are eligible for Covered California or Medi-Cal —
and see whether they qualify for financial help and which plans are available in their
area — by using the CoveredCA.Com Shop and Compare Tool and entering their ZIP
code, household income and the ages of those who need coverage.

Those interested in learning more about their coverage options can also:

e Visit www.CoveredCA.com.

e Get free and confidential assistance over the phone, in a variety of languages,
from a certified enroller.

e Have a certified enroller call them and help them for free.

e Call Covered California at (800) 300-1506.

Interested consumers should go to www.CoveredCA.com to find out if they qualify for
financial help and find free local help to enroll. They can contact the Covered California
service center for enroliment assistance by calling (800) 300-1506.

(more)
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Table 2. California Individual Market Rate Changes by Rating Region

San Diego County

Rating Region Total Avg. rate Shop and
enrollment? change Switch?
Statewide Total 1,480,020 0.6% -7.3%
Region 1
Alpine, Amador, Butte, Calaveras, Colusa, Del Norte, Glenn, Humboldt, Lake,
Lassen, Mendocino, Modoc, Nevada, Plumas, Shasta, Sierra, Siskiyou, Sutter, 56,150 2.6% - 0.4%
Tehama, Trinity, Tuolumne and Yuba counties
Region 2
Marin, Napa, Solano and Sonoma counties 53,340 2.3% -1.8%
Region 3 . ,
Sacramento, Placer, El Dorado and Yolo counties 86,920 1.8% -2.4%
Region 4
San Francisco County 34,690 1.4% -3.7%
Region 5 . ,
Contra Costa County 50,050 1.9% -2.6%
Region 6
Alameda County 70,090 2.4% -0.7%
Region 7 . .
Santa Clara County 61,200 5.6% -5.5%
Region 8
San Mateo County 26,150 2.0% -2.8%
Region 9 . .
Monterey, San Benito and Santa Cruz counties 27,860 0.1% - 3.0%
Region 10 . .
San Joagquin, Stanislaus, Merced, Mariposa and Tulare counties 75,000 4.2% -1.4%
Region 11 . ,
Fresno, Kings and Madera counties 36,200 -0.1% -3.0%
Region 12 . .
San Luis Obispo, Santa Barbara and Ventura counties 67,580 2.3% -2.2%
Region 13
Mono, Inyo and Imperial counties 14,300 -2.6% -4.7%
Region 14
Kern County 19,410 -0.2% -2.8%
Region 15 , .
Los Angeles County (northeast) 190,330 -0.9% -10.7%
Region 16 . .
Los Angeles County (southwest) 229,190 -2.1% -13.4%
Region 17 0 a0
San Bernardino and Riverside counties 131,290 0.8% 9.2%
Region 18 139,820 0.7% -11.5%
Orange County
Region 19 110,450 -1.5% -13.3%

Effectuated enrollment for coverage in the month of March 2020: See https://hbex.coveredca.com/data-research/library/active-

member-profiles/CC_Membership Profile 2020 03.xIsx for full data profile.

in their current metal tier.

Shop and Switch refers to the average rate change a consumer could see if they shop around and switch to the lowest-cost plan
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Table 3: California Individual Market Rate Changes by Carrier'!

Carrier Weighted Average Rate Change
Anthem Blue Cross 6.0
Blue Shield of California -2.4
Chinese Community Health Plan -1.3
Health Net 3.4
Kaiser Permanente 1.0
LA Care Health Plan -4.6
Molina Healthcare -3.8
Oscar Health Plan of California 7.6
Sharp Health Plan -0.5
Valley Health Plan 9.0
Western Health Advantage -2.6
Overall 0.6

About Covered California

Covered California is the state’s health insurance marketplace, where Californians 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 marketplace work for California’s consumers. It is overseen by a
five-member board appointed by the governor and the Legislature. For more information
about Covered California, please visit www.CoveredCA.com.

Hi#

' The premium changes reported are based on the total premium, while many consumers pay only a portion of the total premium
due to the federal and state subsidies that lower their costs. In some cases, consumers may receive relatively lower subsidies in
the coming year so their out-of-pocket premium expenses may be different from the “average change” in premium.

i The Weighted Average rate increase for 2018 was 21.1 percent, but much of that increase was directly offset for consumers by
an increase in the federal subsidy which lowered their net premium. The 12.5 percent Weighted Average is consistent with prior
Covered California rate change analyses which removed the cost sharing reduction (CSR) “surcharge” in Silver, since off-
exchange enrollees do not incur the surcharge, and Covered California encouraged its unsubsidized Silver enrollees to move off-
exchange to avoid the surcharge. The vast majority of the consumers on-exchange did not experience the surcharge because tax
credits also grew as a result.

The weighted average rate change refers to the overall average throughout the state. Actual rate changes for consumers may
vary based on their personal circumstances, the area they live in, and their plan’s metal tier.
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