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FOREWORD

Covered California has prepared “Covered California Open Enroliment 2013-2014:
Lessons Learned” to provide early reflection on the experience and lessons learned
from the first year California offered expanded health coverage through new Affordable
Care Act subsidies and the expansion of Medi-Cal through the Covered California
marketplace.

The report provides the first in-depth review of our efforts in the first year, including
marketing, outreach and education, eligibility and enrollment support, consumer profiles,
marketing research, and information about those we still need to enroll. A final section
about lessons we have learned has guided — and will continue to guide — our plans for
attracting and enrolling more individuals during open enrollment for 2015 and beyond.

Although California saw millions enroll in coverage in the first year, Covered California
continues to be a learning organization, seeking to improve our enroliment strategies
and operations at every step.

None of the success in the first year would have been possible without the dedication
and hard work of literally tens of thousands of Californians in every part of the state,
including insurance agents, leaders of schools and churches, county eligibility workers,
labor unions, elected officials, community leaders, consumer groups, philanthropic
organizations, Covered California’s staff and contractors, and our partners in state
government — particularly the California Department of Health Care Services.

We look ahead to renewal and open enrollment for 2015 with great excitement and
anticipation. Building on California’s success, and in partnership with many thousands
of individuals on the ground carrying out our community outreach campaign, we hope to
continue to change lives by helping the people of California get the health coverage
they need that is now available because of the Affordable Care Act.
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|. Executive Summary

Covered California’s first open-enrollment period, from Oct. 1, 2013, to March 31, 2014, was
successful on many levels. California enrolled more than 3 million Californians in coverage
during that time — 1.4 million through Covered California and over 1.9 million in Medi-Cal.*

There is much to learn from the first open-enroliment experience, and there are opportunities for
improvement in preparation for the 2015 open-enrollment period and future open enroliments
and the first ever renewal process for individuals who enrolled through Covered California. In that
spirit, Covered California is releasing this report, “Covered California Open Enroliment 2013-
2014: Lessons Learned,” to provide the Covered California Board of Directors and the public with
an overview of Covered California’s approaches, strategies and activities for the first open-
enrollment period. Full evaluation all of the tactics and strategies employed will take time and will
be used as part of Covered California’s efforts to continually improve. However, the report is an
early reflection on what we believe worked well, what warrants reassessment and improvement
and how these lessons inform our plans for 2015 and beyond.

The report focuses on the three pillars of California’s new marketplace: affordable products;
comprehensive marketing, outreach and education; and effective enrollment and retention
support.

AFFORDABLE HEALTH PLANS

The Covered California Board actively embraced its role as an active purchaser and worked with
staff, stakeholders, providers, health plans and regulators to develop selection criteria,
solicitation procedures and contract standards for qualified health plans to be in the exchange.
Covered California made a number of purchasing decisions mindful of its effect on the broader
individual health care market in the state, such as in its adoption of standardized benefit designs,
which under California law must then be offered throughout the individual market and policies to
transition individuals to coverage meeting the new standards under health reform. Standard
benefit designs also helped Covered California evaluate health plan bidders and helped
consumers to more easily compare health plan options.

Covered California’s selection criteria and standardization drove good product development,
resulting in a competitive mix of 11 health insurance companies offering different coverage types
resulting in an independent finding that the exchange’s efforts increased competition in the
individual insurance market. Covered California went to market with products that offered choice
and competitive pricing. Most consumers in the state had more than four health insurance
companies to choose from. While most Covered California consumers selected one of four

1 The Covered California enrollment figures reflect those who selected plans, including individuals who did and did not
receive subsidies. Covered California expects from 80 percent to 85 percent of those who select plans to complete the
process of enrollment and pay their premium. Enrollment in Covered California has also continued after the end of
open enrollment, subject to “special enroliment” criteria. Enrollment in Medi-Cal is not subject to the time-limited open-
enrollment period that applies to Covered California. For consistency, the Medi-Cal figure reflects the end of the first
open-enrollment period, even though Medi-Cal continues to expand month to month. Of the 1.9 million Californians
newly enrolled in Medi-Cal through the end of March 2014, 1.1 million entered through the Covered California Web
portal and were referred to county social services offices to complete enroliment.
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carriers offered, the addition of six regional plans meant the choices available varied in local
communities and resulted in substantial enrollment in an array of plans at the local level. AlImost
90 percent of Covered California enrollees benefited from receiving federal subsidies to lower
their premium costs, and the majority selected Silver coverage, with Bronze coverage being the
second most prevalent plan choice. Looking ahead to 2015, Covered California will once again
offer good products at good prices. Covered California selected 10 health insurance companies
to offer coverage in 2015. Preliminary rates reflect an average increase of only 4.2 percent, and
most of those consumers who receive subsidies are likely to see their subsidy stay the same or
increase in 2015.

ROBUST MARKETING, OUTREACH AND EDUCATION

Given the state’s profile, Covered California’s marketing, outreach and education operation had
to be anchored in and responsive to California’s ethnic, cultural, regional and language diversity.
Covered California engaged in early research on target audiences; careful examination of
experiences with other public and private health coverage providers; and a great deal of
collaboration and input from insurance agents and community stakeholders, private foundations,
health plans, experts and influencers. This intense research pointed to the need for a multi-
channel, multicultural marketing, outreach, education and enrollment assistance effort anchored
in local communities across the state.

The two primary program elements were (1) marketing and media and (2) community-based
outreach. Marketing and media: The marketing and advertising program consisted of paid
digital and traditional advertising and direct marketing, supportive collateral materials, media
relations, coordinated events and social media outreach. Community-based outreach: The
consumer outreach program consisted of an outreach and education grant program, supporting
more than 250 local groups to do community-based outreach; a community outreach network of
uncompensated partners to bolster outreach efforts; partnerships with elected officials, counties
and cities; state agencies; community and grassroots organizations such as faith-based, labor,
retail and health care organizations; and insurance agents and other in-person assistance
programs aimed at directly assisting consumers in accessing and enrolling in coverage.

Covered California conducted ongoing research and continued to make course corrections
throughout the open-enrollment period, including adding to community-level support and local
coordination and reallocating media resources among different channels. As enroliment data
identified potential enrollment opportunities, Covered California was able to refocus resources
and approaches to reach ethnic and target populations in regions that appeared to have
relatively lower enrollment — such as the Central Valley, the Inland Empire and parts of Los
Angeles. A broad array of local community organizations, grantees, counties, assisters and
Certified Insurance Agents were effective and vital partners in outreach and education activities.

EFFECTIVE ELIGIBILITY AND ENROLLMENT SUPPORT

Covered California met and exceeded the independent projections of likely enrollment. Despite
the state’s laudable successes, the unavoidable dual track of building a comprehensive
enrollment system to serve millions of Californians seeking health coverage in the new
marketplace, while simultaneously having to execute real-time enrollment, created challenges for
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consumers trying to enroll and for partners responsible for enrollment support. Covered
California’s initial vision of having a system that would support “one touch and done” enroliment,
was the right goal in terms of system design, but for most consumers the enroliment reality was
that they required many “touches” before completing enrollment. The inherent complexity of the
eligibility and health plan selection process means that many consumers need time to be
educated, consider their options and reflect on the best choice for their circumstances.

Fortunately, Covered California established multiple service channels to support the enrollment
function, and consumers did in fact enroll through many different entry points — online, in
person, by mail and on the phone — all relying on the Covered California website and Service
Center. Enrollment was supported by traditional insurance agents, Certified Enrollment Entities
and assisters, county and plan-based enrollers and other community-based partners. Each
service channel offered different strengths and challenges for Covered California and for
consumers. Data reveal that different service channels appealed to and successfully enrolled
individuals in different ethnic subgroups. Individuals enrolling in coverage often accessed more
than one service channel, and enrollments most typically resulted from multiple touches among
the diverse array of service, media, marketing and outreach channels.

LESSONS LEARNED

This report highlights crosscutting lessons learned from the first open-enroliment period. Other
opportunities for improvement continue to emerge, but these lessons are being used to inform
the plans for open enrollment in 2015. The lessons described in the report are described below.

e Many consumers are new to insurance and need extensive education about health
insurance terminology, how to enroll in coverage and how to use insurance.
Consumers need clear, straightforward information that explains how insurance works in
plain language, without jargon. There is an ongoing need for a comprehensive,
accessible, educational campaign to help answer common questions about Covered
California’s products and promote the value of insurance. For 2015 open enrollment,
advertising messaging is attempting to explain, in first-person testimonials, that health
coverage means going to the doctor and getting the care you need. In addition, Covered
California’s education will focus on the basics of what insurance is and how to use it.

e Affordability means different things to different people. Many consumers, even with
financial assistance through federal subsidies, found cost to be a barrier to obtaining
coverage. Future communications need to address the issue of affordability by
emphasizing the value of having insurance and the financial security (protection from
large medical bills) that it provides. New advertising and marketing materials include
testimonials from newly insured Californians explaining that insurance is a bill they don’t
mind paying each month, with an emphasis on the peace of mind of having coverage and
the financial security it brings for those able to purchase it.

e Target enrollment groups have unique interests, experiences and perspectives and
require tailored messaging and customizable materials. Consumers in different age,
income, gender and ethnic groups reflect different circumstances, knowledge and needs
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for information and support. Media messaging, marketing and collateral materials,
assister training, and community outreach and enroliment efforts need to address the
specific needs and interests of diverse communities. Community partners, grantees,
agents and enrollment counselors need simple, updated fact sheets, fliers, brochures and
other materials, including customizable materials for local events and target groups.
Covered California expanded its targeted support to local outreach and has developed,
and will continue to develop, customizable, focused materials available to community
partners and insurance agents for open enrollment in 2015.

e Most consumers relied on a variety of touch points, including in-person
assistance, to successfully complete enrollment. Most consumers needed multiple
touch points, whether pursuing self-service or an assistance pathway. They wanted to
ask questions, get answers, identify the options and then consider, often in consultation
with friends and family, the coverage most suitable for them. Covered California
responded by shifting marketing and outreach messaging and encouraging Californians
to take advantage of free, confidential, in-person assistance in local communities. More
than 6,400 Certified Enrollment Counselors and more than 12,000 Certified Insurance
Agents will be part of a comprehensive campaign for enrollment in 2015. Covered
California will continue to encourage storefronts and other locations that can help
individuals enroll over multiple visits.

e The multi-channel marketing and media mix struck an effective balance between
brand (awareness) and direct response (enrollment) and will continue to be
tailored to specific target audiences. The large number of those eligible who enrolled
is the strongest indicator that the community-level outreach, marketing and media
campaigns, as adjusted in real time, were successful in accomplishing the two program
goals: brand awareness and enrollment. Going forward, marketing and advertising will
support the community outreach campaign targeting key demographic groups and
segments. Building on brand awareness, advertising will be aimed at explaining how to
enroll and motivating audiences to enroll by sharing the tangible ways having health
coverage is improving the lives of real people in California.

e The volume of consumer interest and interactions online, on the phone and in
person exceeded expectations and challenged all systems and service channels.
From the start of open enrollment, Covered California experienced higher-than-
anticipated consumer interest at all levels, which overwhelmed the service channels and
systems that were in place. Given the volume, many of the original service goals were
hard to reach with existing resources. Going forward, Covered California is making
substantial investments to expand Service Center and information technology capacity
and will continuously reassess staffing capacity and make better use of technology to
anticipate and respond to potentially high demand.

e Educators, assisters and all service channels need effective training, ongoing
support and streamlined communications to support their outreach, education and
enrollment activities. Covered California established multiple training programs and
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resources for service channels and enroliment partners, but the demand for training,
certification and ongoing information often surpassed the systems established. Service
channels vary in training and support needs, and Covered California training programs
and service channel support systems need to be robust, tailored and focused. For open
enroliment, Covered California will provide frequent and regular communications and
updated materials to address grantee and service channel concerns and support needs.
Efforts are underway to give Certified Insurance Agents access to information in Covered
California systems about their own customers so they can help meet customer needs.

e Agents, enrollment counselors, grantees and other community partners need state
and regional support and coordination. Halfway through open enrollment, Covered
California responded to enrollment opportunities and feedback from partners in
communities by adding capacity to improve coordination locally. Efforts “on the ground”
for open enrollment for 2015 will be coordinated even more, with coordinated
communication and advertising support for more than 250 organizations, 6,400 Certified
Enroliment Counselors and more than 12,000 Certified Insurance Agents.

e Partnerships matter and are transformative. At every stage of planning and
implementation for the first open enroliment, Covered California relied on and
collaborated with a multicultural and varied set of state and local partners who made the
unprecedented effort possible. Covered California partners made real-time adjustments
and accommodations as challenges surfaced and consistently helped in resolving and
addressing those challenges. The partnerships reaffirm the power of shared commitment,
collaboration and common effort. Covered California will build on, nurture and continue to
expand partnerships and relationships going forward.

Overall, since the close of the 2013-2014 open-enrollment period, Covered California has been
focusing on revising and enhancing the consumer experience and the customer journey for
individuals seeking and enrolling in coverage in the exchange. From the communication and
messaging about available coverage, to the service channels available to help consumers
navigate and secure coverage, to resources and communications helping enrolled individuals
understand and use their coverage, every program element has undergone review.

The 2015 open-enrollment campaign will build on the lessons learned but will reflect new
challenges as it includes the first ever program to encourage those who did enroll to renew their
coverage, while seeking to reach more Californians who are uninsured. Covered California and
all of its partners will be pushed to test and learn in real time as the programs and strategies roll
out. Covered California will build on and benefit from all of the experience and resources accrued
in 2013-2014, and the lessons learned in the 2015 open enrollment will inform future enrollment
and retention efforts as Covered California moves from being a “startup” to what will become the
new normal for millions of Californians. Covered California will continue to engage partners and
stakeholders to improve systems, techniques and overall effectiveness going forward. The first
two open-enroliment periods — the first for 2014 coverage and the second Covered California is
about to embark upon, which includes the efforts to retain those who enrolled — will serve as
testing grounds for strategies and tactics that will be refined for the future. These two open-
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enrollment periods are providing peace of mind and new protections to millions of Californians.
The success at enrolling more Californians not only benefits each of those who enroll, but also,
by covering more Californians, helps to make care more affordable for years to come.
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[I. Introduction

In late 2010, following passage of the landmark federal health insurance reform the Patient
Protection and Affordable Care Act (Affordable Care Act), California responded by passing the
first legislation in the country establishing a state-based health insurance marketplace pursuant
to the act. Since it was established, the California Health Benefit Exchange, Covered California,
has been driven by an expansive vision, mission and values (see Figure 1).

Figure 1 — Covered California Vision Mission and Values

The VISION of the California Health Benefit Exchange is to improve the health of all Californians by
assuring their access to affordable, high quality care.

The MISSION of the California Health Benefit Exchange is to increase the number of insured
Californians, improve health care quality, lower costs, and reduce health disparities through an
innovative, competitive marketplace that empowers consumers to choose the health plan and
providers that give them the best value.

The California Exchange holds six core VALUES: 1) consumer-focused, 2) catalyst, 3) affordability,
4) integrity, 5) partnership, and 6) results.

Covered California made an early commitment to evidence-based decision-making and to be a
learning organization willing to change and to alter strategic directions as challenges and
opportunities arose. Inspired by these ideals, Covered California has been working with partners
across the state for more than three years to lay the groundwork and set in motion the dramatic
expansion of health coverage in the state that is now under way. Anchored in the firm belief that
health insurance is a right, not a privilege, Covered California’s planning and execution focuses
on securing that right for Californians through its services and programs.

Covered California’s first open-enrollment period, from Oct. 1, 2013, to March 31, 2014, was
successful on many levels. California not only enrolled more than 3 million Californians in
coverage during that time — 1.4 million in health insurance through Covered California? and
more than 1.9 million in Medi-Cal® — but also became a national example of potential of the
Affordable Care Act. If the vision of health reform can work in a state with the size and
complexity of California, it can work throughout the nation.

Covered California never took its eye off the ball. Despite significant enrollment success in this
first enroliment year, Covered California recognizes the journey of fulfilling the promise of the

2 Data reflect the number of individuals who selected health plans during open enroliment. An estimated 80 to
85 percent complete enrollment and pay premiums.

3 Enrollment in Medi-Cal is not subject to the time-limited open-enrollment period that applies to Covered California, so
this is a point-in-time reflection of Medi-Cal enrollment, which continues to expand month to month. Of the

1.9 million Californians newly enrolled in Medi-Cal through the end of March 2014, 1.1 million entered through the
Covered California Web portal, yielding referrals to county social services offices to complete Medi-Cal enrollment.



FIRST OPEN ENROLLMENT 2013-2014 LESSONS LEARNED

Affordable Care Act and the California marketplace is just beginning. There is still much more to
do to reach eligible Californians not yet covered, to ensure that individuals and families enrolled
in Covered California get the health care they need, and that those who enroll maintain their
coverage with Covered California or move seamlessly to other coverage.

There is much to learn from the first open-enroliment experience, and there are opportunities for
improvement in preparation for the 2015 enrollment and renewal process. From its early planning
stages and first open enroliment, Covered California has valued and embraced collaboration,
partnership and transparency, and the exchange will continue to do so going forward. To live up
to this promise, Covered California built in to all of its activities ongoing research, testing,
evaluation, stakeholder engagement and transparent public reporting of results. During the first
open-enroliment period, Covered California demonstrated a willingness and ability to test, listen,
learn and adjust. Covered California continuously examined accomplishments and confronted
challenges and, as needed, responded with adjustments in strategy, energy and resources.

In that spirit, this report provides the Covered California Board and the public with a review of the
approaches, strategies and activities Covered California implemented before and during the first
historic marketplace open enrollment. Full evaluation will take time: Covered California is still a
work in progress. However, this report is an early reflection on what worked well and what
warrants reassessment and improvement as the second enrollment year unfolds.

This report focuses on the three pillars of California’s new marketplace: affordable products;
comprehensive marketing, outreach and education; and effective enrollment and retention
support. Covered California will integrate and refine the lessons and suggestions outlined here,
as well as suggestions received from customers, partners and stakeholders on an ongoing basis.
In addition, Covered California will continue to review and analyze experiences and lessons from
across the nation to improve and enhance its programs while heading into the next open-
enrollment period and beyond.

California’s Unique Challenges

The Affordable Care Act presented new policy, program and communications challenges for all
states and the federal government. The landmark reform called for an overhaul of the nation’s
health insurance system to put consumers first, and for states and the federal government to
offer quality coverage, make sure coverage was accessible and affordable, and administer
premium subsidies and the expansion of Medicaid (Medi-Cal in California) for millions of low-
income individuals. These huge changes were also subject to intense and unprecedented time
pressures.

California faced outsized challenges, making it unique among states establishing state
exchanges. From the start, California focused on addressing these challenges in the design of
the marketplace and in the state’s approach to reaching, educating and enrolling millions of
uninsured and underinsured Californians, particularly those who struggle to afford the costs of
health care and coverage. Covered California was also mindful that its marketplace design and
implementation would shape the broader health insurance market in California for those who

10
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were not eligible for subsidies through the exchange, many of whom had coverage prior to the
initial open enroliment.

As one of the largest states in the nation, in terms of both population and geographic reach,
California’s commitment to establishing a high-quality, fully functioning state-based marketplace
was a formidable undertaking. An estimated 7.1 million Californians were uninsured sometime
during the year prior to the implementation of reform.

As California embarked on planning and starting up an exchange, the estimated number of
Californians eligible for coverage under the Affordable Care Act was the largest in the nation.
Covered California estimated that its target population in 2014 (the universe of eligible persons)
was more than 5.3 million California residents: 2.6 million who qualify for subsidies in Covered
California and 2.7 million who do not qualify for subsidies but are eligible for guaranteed
coverage in Covered California or the outside market based on the California Simulation of
Insurance Markets 1.8 described below (see Figure 2).

In addition, CalSIM estimated that 1.4 million Californians were newly eligible for Medi-Cal based
on the Affordable Care Act Medicaid expansion, and more than two million additional
Californians were eligible for Medi-Cal under pre-Affordable Care Act rules but were not enrolled.
An additional one million Californians were considered ineligible for either subsidized coverage in
California or full-scope Medi-Cal because of their legal status.

Figure 2 — Californians Eligible for

Affordable Care Act Coverage in 2014 (ages 0-64)

Eligible for premium or cost-sharing subsidies in exchange 2.6 million
Eligible for exchange with no subsidies and non-exchange s
2 2.7 million
individual market

Total exchange eligible 5.3 million
Newly eligible for Medi-Cal (Medi-Cal expansion) 1.4 million

Source: California Simulation of Insurance Markets, 1.81

Figure 3 shows the distribution of non-elderly uninsured in California by federal poverty level.
California’s population, including those who are uninsured, is also more diverse than that of any
other state in terms of language, culture and geography. To succeed as the new Affordable
Care Act marketplace, Covered California would need to reach and enroll Californians living in
both large, urban areas and remote, rural areas, spread over a vast geographic expanse that is
the third largest in the country, after Alaska and Texas. California’s population reflects
tremendous socioeconomic, linguistic and cultural diversity.

11
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Figure 3 — Distribution of the Nonelderly Uninsured in California
by Federal Poverty Level, 2012

400% And
Above
9%

Source: Covered California; Kaiser Family Foundation, Distribution of Uninsured in States, 2012

Enrollment Projections

Given the breadth and complexity of California’s target population, Covered California was
fortunate to have access to a robust data model to support its enrollment projections and
program planning activities. The California Simulation of Insurance Markets (CalSIM) is a micro-
simulation model designed by the Center for Health Policy Research at the University of
California, Los Angeles (UCLA), and the Center for Labor Research and Education at the
University of California, Berkeley.

CalSIM uses a wide range of official data sources, including the California Health Interview
Survey, to develop eligibility and enrollment projections by various demographic factors,

including race and ethnicity, age, income and health status, among other variables. The CalSIM
model can estimate the impact of various elements of the Affordable Care Act, such as the total
population of Californians who are eligible for advanced premium tax credits or Medi-Cal, as well
as likely exchange and Medi-Cal take-up rates. The CalSIM model yields a projected range of
potential eligible individuals, with a “base” enroliment estimate, reflecting “most likely”
assumptions about individual and employer behavior, and an “enhanced” enrollment projection at
the higher end, based on more aggressive assumptions about individual and employer behavior.

The CalSIM model has undergone multiple iterations as new data become available. In May
2014, two months after the close of the first open-enroliment period, the CalSIM team released

12
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version 1.91. The updated model shows yearly enrollment projections through 2019 and includes
estimated distributions of eligible enrollees by race and ethnicity, age, gender, income and
sources of coverage before the Affordable Care Act, as well as the number of limited-English-
proficient eligible individuals. CalSIM version 1.91 provided updated totals for the subsidy-eligible
population, as well as a revised racial and ethnic composition of the subsidy-eligible population.
Covered California began using the revised estimates shortly after its publication.

Figure 4 shows the racial and ethnic distribution of Californians who qualify for financial
assistance through Covered California, as updated in the CalSIM version 1.91 estimates
published in May 2014. Figure 5 shows the geographic reach of the exchange-eligible
population.

Figure 4 — Race and Ethnicity of Individuals Eligible
for Covered California Subsidies

Othe
4%

African American
5%

Source: Covered California, CalSIM version 1.91

13
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Figure 5 — Number of Californians Eligible for Covered California Subsidies, by Region

Alameda
80,000

Santa Clara
80,000

200,000

San Diego
190,000

Source: Covered California, based on data from CalSIM version 1.8 and the U.S. Census Bureau.

14
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Initially, California used CalSIM version 1.8 projections as early enrollment benchmarks.

¢ By the end of the first open-enrollment period: Enroliment of 580,000 Californians in
subsidized and non-subsidized coverage in Covered California.

e By the end of 2014: Enroliment of 970,000 Californians in subsidized and non-subsidized
coverage and 480,000 Californians newly eligible for Medi-Cal coverage.

e By the end of 2015: Enroliment of 1.3 million Californians in subsidized and non-
subsidized coverage and 560,000 Californians newly eligible for Medi-Cal coverage.

e By the end of 2016: Enroliment of 1.6 million Californians in subsidized and non-
subsidized coverage and 630,000 Californians newly eligible for Medi-Cal coverage.

By the end of the first open-enrollment period, California had already exceeded the 2014 year-
end base projection of 970,000 newly covered individuals. By April 2014, more than 3 million
Californians enrolled in Covered California and Medi-Cal combined — 1.4 million in the
exchange, including 1.2 million in subsidized coverage (88 percent) (see Figures 6 and 7) and
approximately 1.9 million enrolled in Medi-Cal. Of those enrolled in Medi-Cal, 1.1 million
accessed the Covered California Web portal, which triggered referral to local county social
services staff to process and complete the Medi-Cal application. The final enroliment numbers
also exceeded all the base CalSIM projections for race, ethnicity and age.

Figure 6 — Enrollment in Covered California and Medi-Cal, as of April 2014

Source: Covered California
* Reflects the number who selected health plans. Approximately 80-85 percent complete enrollment

and pay premiums.

15
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Figure 7 — Covered California Enrollment, as of April 2014
Subsidized and Non-Subsidized

Non-subsidized _
173,609
12%

Source: Covered California

Core Principles

Today, Covered California stands with an array of trusted and hardworking partners in the
privileged position of touching the lives of millions and being part of the historic expansion of
health coverage. California has launched a competitive health care marketplace and Covered
California gives consumers the tools to make better health coverage choices; provides the
opportunity for low- and moderate-income families to afford and maintain coverage; and allows
all Californians, regardless of income, to participate in a reformed and fair health insurance
marketplace that does not exclude anyone based on health status.

Deeper evaluation of the first enrollment period continues. This report offers some early findings
that Covered California will use to guide its work going forward. The planning and execution of
the first open-enroliment period reflect Covered California’s commitment to the following
overarching principles, which will continue to drive its efforts.

16

Leadership focused on consumers: Consumers are at the heart of the Affordable Care
Act. Although the Affordable Care Act remains controversial in some sectors, there is broad
consensus that the reformed market must protect consumers and ensure they have access
to quality, affordable health care. Covered California will continue to work with
policymakers, state and community leaders, and stakeholders to develop, refine and
implement consumer-driven policies, programs and strategies.

Collaboration and coordination with state and local agencies: Covered California
initiated early partnerships with state and local agencies, including the California
Department of Health Care Services, the California Department of Insurance, the California
Department of Managed Health Care and county social service agencies, to establish clear
roles, common goals and, when applicable, shared governance approaches. These
partnerships will continue to inform and support Covered California programs and services.
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o Key partner and stakeholder engagement: Covered California actively engages with and
invites regular input through multiple public forums. A diverse mix of stakeholders not only
informs its decisions but also partners in supporting the implementation of the Affordable
Care Act. Stakeholders include health care consumer advocates, health plans, insurance
agents, chambers of commerce, technology firms, marketing and communication
companies, leaders from the entertainment industry and social media, unions and labor
advocacy organizations, community educators and enrollment assisters, community-based
organizations, private philanthropy, academic and educational institutions, and community
clinics and other health care providers. These partners have been and will continue to be
on the front lines of promoting enrollment, and they remain invaluable sources of expertise,
firsthand knowledge, and problem identification and resolution. Covered California’s state
and local partners to advance and refine Covered California messaging, programs and
operations.

e Flexibility in real time: During the first open enroliment, Covered California remained
focused on the goal of getting individuals and small businesses covered and remained
nimble throughout the planning and implementation phases. This report identifies key
examples of course corrections adopted as open enroliment unfolded, including, notably,
substantial revisions to the marketing focus and outreach efforts aimed at California’s
Latino, African-American and young adult communities. For example, these modifications
included new advertising materials, additional advertising buys and local partnerships, such
as with a trusted community leader, civil rights icon Dolores Huerta, to expand Covered
California’s reach in the Latino community. Flexibility will remain Covered California’s
watchword.

e Transparency and shared learning: Covered California conducts its policy and program
development in a transparent and open manner, engaging partners and stakeholders along
the way to inform its work and program improvements. Public board meetings, advisory
committees, other public forums and public posting of working materials, budgets and
program data reinforced this transparency. Covered California publicly identifies and
deliberates on its successes and challenges and relies on internal and external research
and evaluation to learn and implement necessary adjustments.

The sections that follow offer an overview of the planning, implementation and execution of the
initial open enrollment of Covered California for the 2014 coverage year. Through analysis of
each of the three pillars — affordable products; comprehensive marketing and outreach; and
effective enroliment and retention support — this report identifies successes and challenges,
best practices and opportunities for improvement. Covered California maintains an unwavering
commitment to continuous refinement and improvement of its programs, services and results
leading into the 2014-2015 open-enrollment period.
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lll. Offering Affordable Plans

The starting point of a successful state-based exchange is having affordable health care plans to
offer that consumers find meet their coverage needs. The Covered California Board, staff,
stakeholders and partners participated in a collaborative process to design and secure health
coverage products for the marketplace and to provide consumers in every region of the state
meaningful choice among competing affordable, high-quality coverage options.

Active Purchaser

The California Affordable Care Act of 2010 created California’s exchange and authorized, but did
not require, Covered California to be an “active purchaser.” The Covered California Board
embraced its role as an active purchaser and worked with staff, stakeholders, providers, health
plans and regulators to develop selection criteria, solicitation procedures and contract standards
to meet Covered California’s mission and goals. The active purchaser approach means that the
exchange selectively chooses from among competing health plans based on price, quality and
consumer choice. This is in contrast to accepting and contracting with all applicant health plans
that meet minimum criteria, the model used in most other states and in the federally facilitated
marketplace.

As an active purchaser, Covered California selects qualified health plans for participation based
on an assessment of the extent to which the products they intend to offer are in the best interests
of qualified individuals and small employers coming to the exchange for coverage. The California
Affordable Care Act specifically requires that Covered California set participation and selection
criteria to ensure that it provides health care coverage choices that offer the “optimal combination
of choice, value, quality and service.”

To meet this expectation, Covered California established specific policies and expectations,
including standards on the number and type of health plans to make available in each region, the
plan design and rating principles, the network composition, the inclusion of essential community
providers and rigorous criteria for issuer selection and qualification. Covered California
developed a comprehensive qualified health plan model contract, which incorporated and
clarified regulatory, service, system performance, reporting and quality standards to be met by
participating qualified health plans. The final model contract reflected extensive input, feedback
and public discussion with stakeholders, issuers and the board in Covered California Board
meetings, written comment and its Health Plan Management Advisory Group.

In the first solicitation process, dozens of health plans expressed potential interest in
participating. During negotiations, some issuers revised proposals or lowered prices, and
Covered California rejected some plans because the prices were too high or the offerings were
duplicative or inadequate. Some issuers dropped out when confronted with the Covered
California participation standards, including contract requirements to advance and promote its
goals in care management, quality improvement, prevention and enrollee wellness, and future
cost reductions. The board adopted a multi-year contracting policy encouraging plans to actively
engage in the first open enrollment and cautioned that with the exception of Medi-Cal plans and
new entrants to the market Covered California would not allow new issuers or product changes
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in 2015. During the solicitation and negotiation process, Covered California also confronted
emerging and evolving federal guidelines and regulations necessitating ongoing revisions to the
contract and expectations for participating plans as the process unfolded.

The Covered California negotiation team conducted face-to-face meetings with individual
issuers. It reviewed offerings, and possible enhancements, to best meet consumers’ needs and
align with Covered California Board goals for qualified health plan selection. Covered California
ultimately selected 11 issuers to serve Californians. In every county, consumers had the choice
of at least two issuers, and in some of the most populous regions consumers had five or six
choices. The four largest issuers in the state’s individual market participated and Covered
California also offered regional health plans, market leaders in specific areas, and issuers that
historically served Medi-Cal populations. Figure 8 maps the product offerings by the 19 pricing
regions set in state law.

Figure 8 — Covered California Health Plan Offerings by Pricing Region,
2014 Coverage Year

Reglons Provider Reglons Served
o . 1 Nerthem counsies Anthem 14,2,3,4,5,6,7,8./5,10,11,12,13,
Yo ] - 2 North Bay Area 14, 15, 16, 17, 18,19
3 Greates Sacramento Blue Shield 14,2,3,4,5,6,7,8,9,10,11,12,13,
4 San Francisco County 14,15,16,17,18,13
S Contyy Coste Coumty Chinese Community Health Plan 4, 3%
d Ty ety L 6 Nameda County
Marbost 7 Santa Claca County Contra Costa Health Plan 5
8 San Mateo County Health Net 2,4,57.8,9,10, 14,15, 16,17, 18,19
¥ T l’“"‘““-"‘m"""‘" Kalser Permanente 19,2,3,4,5,6,7,8, 108, 11,125,
o o e 10 Central Valiey 134,14, 15,16, 17,18, 19
2 < A2 Framns Ko Medare counites LA. Care Health Plan 15,16
Molina Healthcare 15,16,17,19
Sharp Health Plan 195
Valley Health Plan 7
Western Health Advantage 2.3
*specific areas
**ncethern area only

COVERED
CALIFORNIA
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Shaping the Health Care Market

In addition to allowing Covered California to function as an active purchaser and proactively
organize the marketplace, the California Affordable Care Act positioned the exchange to shape
the overall coverage market for individuals, families and small employers, inside and outside the
exchange. The act authorized Covered California to standardize product offerings in the
marketplace and determine what products to offer. California’s implementing law also
established state-specific requirements for product offerings both inside and outside the
exchange, which depended in part on policy decisions to be made by Covered California.

At a minimum, state law requires issuers in California’s exchange and in the off-exchange
individual and small-group markets to offer products in the exchange at all five coverage levels
(Bronze, Silver, Gold and Platinum [sometimes referred to as metal tiers], and minimum
coverage [sometimes referred to as catastrophic]). If exchange issuers offer coverage in the non-
exchange market, they must at least offer the exchange products at the same price. Issuers not
participating in the exchange must offer at least one of the exchange standard benefit designs (if
the exchange standardizes benefits) in each of the four metal tiers (issuers outside of the
exchange cannot sell minimum coverage catastrophic, plans at all).

These state requirements mean that Covered California policy decisions have market-wide
implications for individual and small-group coverage. Covered California recognized both the
significant opportunities to ensure there is a level playing field for consumers and the challenges
for Covered California to thoughtfully consider how its decisions would affect the coverage
landscape in the state.

STANDARD BENEFIT DESIGNS

After extensive research, analysis, stakeholder input and public deliberations, Covered California
adopted standardized benefit designs across all coverage tiers. The board adopted standardized
product offerings for the following reasons:

o To simplify consumers’ ability to compare options and provide designs that promote access
to needed care. Fundamentally, standardized benefit designs allow consumers to more
easily compare coverage options on an apples-to-apples basis. Holding benefits constant
promotes comparison and competition among health plans based on price, networks,
guality and customer service. Covered California recognized that many consumers in the
target group for coverage and eligible for subsidies may not have been recent health
insurance purchasers and that it would be the first time that many Californians ever
purchased individual coverage. By arming consumers with upfront, consistent information
about coverage and cost-sharing options, Covered California made it easier for consumers
to shop for and compare coverage offerings available in their area. In addition, Covered
California specifically developed benefit designs that would encourage consumers
accessing needed care and limiting their avoiding care because of out-of-pocket costs.

e To streamline the evaluation of health plan bids. In addition to the benefits to consumers,
standardized designs allowed Covered California to more easily evaluate proposed product
offerings and premium prices among issuers seeking to participate in Covered California.
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To reduce opportunities for risk selection. In addition, standardized benefits align with a

central goal of the Affordable Care Act: to shift market competition among issuers to
comparisons of quality, cost and service, which reduces incentives in the pre-reform market
for issuers to manage risks by employing strategies to enroll lower-risk, low-cost
consumers. Prior to the Affordable Care Act, issuers could refuse to cover individuals with
pre-existing conditions or health issues and could tailor products and related marketing

tactics to maximize the enrollment of healthier consumers.

Working with contracted actuaries, health plans and other stakeholders, Covered California
identified a starting point benchmark plan for standardizing benefits. The team incorporated state
and federal coverage requirements, including the requirement starting in 2014 for all individual
and small-group issuers to cover a minimum set of essential health benefits defined in federal
and state law. In each coverage level, Covered California designed both copayment and
coinsurance plans. In copayment plans, consumers primarily pay fixed dollar amounts at the
point of service for contracted providers. In coinsurance plans, consumer cost-sharing for some
services is based on a percentage of the issuer’s negotiated rate for services provided by
contracted providers. Figure 9 shows consumer cost-sharing and out-of-pocket maximums for

2014 in each the four metal tiers for specific benefits in selected standard plans.

Figure 9 — Covered California Standard Benefit Designs, 2014

Cost Sharing by Coverage Level (Metal Tier), Selected Benefits

Bronze Silver Gold Platinum
. Covers 60% | Covers 70% | Covers 80% Covers 90%
Benefit Category
of average of average of average of average
annual cost annual cost annual cost annual cost
Preventive Care Copay* No cost No cost No cost No cost
Primary Care Visit Copay §6v?sfi?sr $45 $30 $20
Specialty Care Visit Copay $70 $65 $50 $40
Urgent Care Visit Copay $120 $90 $60 $40
Emergency Room Copay $300 $250 $250 $150
Lab Testing Copay 30% $45 $30 $20
X-Ray Copay 30% $65 $50 $40
Generic Medicine Copay $19 or less $19 or less $19 or less $5 or less
$6,350 $6,350 $6,350
pnnual Out-ofPocket | jndividual and | individual and | individual and | - 4000
) $12,700 $12,700 $12,700 .
Family . . : $8,000 family
family family family

Source: Covered California

*In most situations, this is true for one visit per year.
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Covered California standard benefit designs included coverage plans referred to as “Enhanced
Silver” plans, with lower consumer cost-sharing for those individuals and families who meet the
specific income eligibility levels for the reductions outlined in the Affordable Care Act. Figure 10
shows the copayments and deductibles in each Enhanced Silver plan, by income level, for
selected health care services.

Covered California obtained extensive feedback from regulators and stakeholders on the benefit
designs and worked with the federal actuarial value calculator to define products consistent with
the coverage levels (metal tiers) in the Affordable Care Act. Coverage tiers are based on
actuarial value, the percentage of benefits covered by the issuer compared with the portion paid
by the consumer in the form of copayments, coinsurance and deductibles.

Figure 10 — Standard Benefit Designs — Enhanced Silver Plans

Reduced Cost-Sharing Levels, by Income Eligibility

Coverage Category

Enhanced Silver 94
Covers 94% of average
annual cost

Enhanced Silver 87
Covers 87% of average
annual cost

Enhanced Silver 73
Covers 74% of average
annual cost

Single Income

Up to $17,235

$17,236 to $22,980

$22,981 to $28,725

Ranges

Annual Wellness $0 $0 %0
Exam

Primary Care Visit $3 $15 $40
Specialist Visit $5 $20 $50
Laboratory Tests $3 $15 $40
X-Rays and $5 $20 $50
Diagnostics

Imaging 10% 15% 20%
Generic Drugs $3 $5 $19

Annual Out-of-Pocket
Maximum Individual
and Family

$2,250 individual and
$4,500 family

$2,250 individual and
$4,500 family

$5,200 individual and
$10,400 family

Pediatric dental. Under the Affordable Care Act, children's dental coverage is one of the 10
essential health benefits required for individual and small-group coverage newly offered in 2014.
The inclusion of children’s dental coverage as a core essential benefit underscores the
importance of good dental care and its role in children's overall health. For the 2014 coverage
year, Covered California offered five stand-alone pediatric dental plans in the individual
exchange and nine in the Small Business Health Options Program (SHOP) exchange. Covered
California also defined standard copayments, deductibles and coinsurance amounts for
children’s dental coverage. The standard dental plans included two benefit and actuarial value
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options (based on the percentage of average costs the dental plan covers): 85 percent, which
features higher premiums but lower average out-of-pocket costs; and 70 percent, a value plan
with lower premiums and higher average out-of-pocket costs.

The offering of separate dental plans for 2014 raised concerns about whether families would
access the coverage or be willing to pay an additional amount for it. Despite these concerns,
more than 26,000 children enrolled in stand-alone dental plans through Covered California, 34
percent of the children who enrolled in health coverage during open enroliment. To improve on
those results and ensure access to dental coverage for all children going forward, for the 2015
coverage year, all Covered California health plan options include pediatric dental coverage
embedded in the plan designs so that all children enrolled in Covered California policies will have
dental coverage.

GOOD PRODUCTS, GOOD PRICES

Standard benefit designs drove good product development, resulting in a strong selection of
health insurance plans of different coverage types, including exclusive provider organizations
(EPOs), health maintenance organizations (HMOs) and preferred provider organizations (PPOSs).
Covered California achieved its goal of at least one HMO and one PPO and a minimum of two
carriers in each region of the state. Covered California reached out to issuers previously serving
primarily Medi-Cal enrollees and successfully added five issuers of individual coverage to its
offerings: Chinese Community Health Plan, Contra Costa Health Plan (which will not be
continuing in 2015), L.A. Care Health Plan, Molina Healthcare and Valley Health Plan.

Covered California went to market with products that offered choice and competitive pricing.
There are no comparable measures by which to judge Covered California’s individual premium
prices in 2014. The Affordable Care Act dramatically reformed the individual market by setting a
minimum level of required benefits (more like coverage for small employers) and by prohibiting
issuers from denying coverage or charging higher rates for people with pre-existing health
conditions. By way of illustration, Covered California achieved rates comparable to average rates
charged to small employers in California before 2014, a market where benefits and coverage
rules were most like the new individual market reforms. Figure 11 shows average premiums for
Bronze and Silver plans across the state for a 40-year-old. What consumers actually pay varies
by age, the coverage plan they choose, the region they live in and whether they are eligible for
premium assistance.

Lowest Second-lowest Third-lowest
Bronze $219 $234 $236
Silver $304 $325 $335
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Figure 12 shows the final 2014 product offerings by county, issuer and model type.

Figure 12 — Covered California Health Plan Offerings for 2014 Coverage Year,

by Pricing Region

Region | Counties

Issuer/ Plan Type

Alpine, Del Norte, Siskiyou, Modoc, Anthem — PPO
Lassen, Shasta, Trinity, Humboldt, Blue Shield — EPO
Tehama, Plumas, Nevada, Sierra, Kaiser Permanente — HMO (specific areas
Mendocino, Lake, Butte, Glenn, Sutter, only)
Yuba, Colusa, Amador, Calaveras,
Tuolumne
2 Napa Anthem — PPO
Sonoma Blue Shield — EPO
Solano Kaiser Permanente — HMO
Marin Health Net — PPO
Western Health Advantage — HMO
3 Sacramento Anthem — PPO, HMO
Placer Blue Shield — PPO
El Dorado Kaiser Permanente — HMO
Yolo Western Health Advantage — HMO
4 San Francisco Anthem — EPO
Blue Shield — PPO
Chinese Community Health Plan — HMO
Health Net — PPO
Kaiser Permanente — HMO
5 Contra Costa Anthem — PPO
Blue Shield — PPO
Contra Costa Health Plan — HMO
Health Net — PPO
Kaiser Permanente — HMO
6 Alameda Anthem — PPO
Blue Shield — EPO
Kaiser Permanente — HMO
7 Santa Clara Anthem — PPO, HMO
Blue Shield — PPO
Health Net — PPO
Kaiser Permanente — HMO
Valley Health Plan — HMO
8 San Mateo Anthem — PPO
Blue Shield — PPO
Chinese Community Health Plan — HMO
(northern San Mateo only)
Health Net — PPO
Kaiser Permanente — HMO
9 Santa Cruz Anthem — PPO
Monterey Blue Shield — EPO
San Benito Health Net — PPO
10 San Joaquin, Stanislaus, Merced, Anthem — PPO
Mariposa, Tulare Blue Shield — PPO
Health Net — PPO
Kaiser Permanente — HMO (specific areas
only)
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Figure 12 — Covered California Health Plan Offerings for 2014 Coverage Year,

by Pricing Region

Region | Counties Issuer/ Plan Type
11 Fresno Anthem — PPO, HMO
Kings Blue Shield — PPO
Madera Kaiser Permanente — HMO
12 San Luis Obispo Anthem — PPO
Ventura Blue Shield — PPO
Santa Barbara Kaiser Permanente — HMO (specific areas
only)
13 Mono Anthem — PPO
Inyo Blue Shield — PPO
Imperial Kaiser Permanente — HMO (specific areas
only)
14 Kern Anthem — PPO

Blue Shield — PPO

Health Net — PPO

Kaiser Permanente — HMO
15 Los Angeles (partial) Anthem — EPO, HMO

Blue Shield — PPO

Health Net — PPO, HMO
Kaiser Permanente — HMO
L.A. Care Health Plan — HMO
Molina Healthcare — HMO
16 Los Angeles (partial) Anthem — EPO, HMO

Blue Shield — PPO

Health Net — PPO, HMO
Kaiser Permanente — HMO
L.A. Care Health Plan — HMO
Molina Healthcare — HMO
17 San Bernardino Anthem — PPO, HMO
Riverside Blue Shield — PPO

Health Net — PPO, HMO
Kaiser Permanente — HMO
Molina Healthcare — HMO
18 Orange Anthem — EPO, HMO

Blue Shield — PPO

Health Net — PPO, HMO
Kaiser Permanente — HMO
19 San Diego Anthem — EPO, HMO

Blue Shield — PPO

Health Net — PPO, HMO
Kaiser Permanente — HMO
Molina Healthcare — HMO
Sharp Health Plan — HMO (copay),
HMO (coinsurance)

Source: Covered California

GOOD PRODUCTS

As shown in Figure 13, the largest number of Covered California consumers selected one of four
plans: Anthem Blue Cross (30.5 percent), Blue Shield of California (27.3 percent), Health Net
(18.9 percent) and Kaiser (17.3 percent). The remainder of consumers selected regional and
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local carriers. The independent Kaiser Family Foundation found that, compared with the
individual market prior to 2014, Covered California brought new competition to the individual
market.

The March 2014 Kaiser Family Foundation report titled “Sizing up Exchange Market Competition”
examined three indicators of individual market competition: the market share of the largest
insurer, the number of insurers with more than 5 percent market share and an established metric
for market share across insurers, known as the Herfindahl-Hirschman Index. The report found
that Covered California was a more competitive marketplace than the state’s individual market
was before reform. The percent market share of the largest company dropped from 47 percent in
the 2012 individual market to 30 percent in Covered California, while the number of companies
statewide with greater than 5 percent market share increased from three in the 2012 individual
market to four after Covered California was operating.

Although it was not part of the Kaiser Family Foundation study of statewide markets, Covered
California also had a profound impact on local markets. In specific regions of the state, the
following five local/regional plans each achieved more than 5 percent market share: Chinese
Community Health Plan, L.A. Care Health Plan, Molina Healthcare, Sharp Health Plan and
Western Health Advantage.

Figure 13 — Covered California Enrollment by Health Plan as of March 31, 2014

Issuer Subsidy Eligible Unsubsidized Total
Anihem Blue Cross of 360,077 | 302% | 55981 | 32.3% | 425058 | 30.5%
Blue Shield of California 332,681 27.2% 48,776 28.1% 381,457 27.3%
Chinese Community Health |13 38 1.1% 925 0.5% | 14,306 | 1.0%
Contra Costa Health Plan 976 0.1% 115 0.1% 1,091 0.1%
Health Net 237,701 19.5% 26,378 15.2% 264,079 18.9%
Kaiser Permanente 210,179 17.2% 30,919 17.8% 241,098 17.3%
L.A. Care Health Plan 32,396 2.7% 5,728 3.3% 38,124 2.7%
Molina Healthcare 10,625 0.9% 1,106 0.6% 11,731 0.8%
Sharp Health Plan 10,455 0.9% 2,632 1.5% 13,087 0.9%
Valley Health Plan 1,647 0.1% 244 0.1% 1,891 0.1%
Western Health Advantage 3,202 0.3% 805 0.5% 4,007 0.3%
Grand Total 1,222,320 173,609 1,395,929

Source: Covered California, April 2014

Figure 14 shows that the majority of enrollees, those with subsidies and those buying
unsubsidized coverage, chose Bronze or Silver coverage. Individuals with subsidies
overwhelmingly chose the Silver coverage level, which best matches with the premium subsidies
available and offers the additional cost-sharing reductions to those eligible.

27



FIRST OPEN ENROLLMENT 2013-2014 LESSONS LEARNED

Figure 14 — Covered California Enrollment by Coverage Level (Metal Tier)

as of March 31, 2014

Coverage Level Subsidy Eligible Unsubsidized Total
?:"(')Tl'ggg“e 6,534 0.5% 13,160 7.6% 10,694 | 1.4%
Bronze 297,448 24.3% 61,880 35.6% 359,328 | 25.7%
Silver 809,085 66.2% 51,722 29.8% 860,807 | 61.7%
Gold 61,507 5.0% 21,851 12.6% 83,358 6.0%
Platinum 47,746 3.9% 24,996 14.4% 72,742 5.2%
Grand Totals 1,222,320 173,609 1,395,929

Source: Covered California, April 2014

TRANSITIONING THE MARKET

In the lead up to open enroliment, Covered California conducted extensive analysis and received
expert and stakeholder input on policy options and decisions related to plan contracting and plan
management. As one result, Covered California required, by contract, all Covered California
health plans, representing the overwhelming majority of individual market carriers in the state, to
terminate by the end of December 2013 any non-grandfathered individual coverage that was not
fully compliant with the Affordable Care Act. The contract provision also required qualified health
plans to offer, market and sell coverage to transition consumers into compliant plans. Without
this requirement, health plans would have been able to continue coverage in products that may
have offered fewer benefits and less coverage than the Affordable Care Act requires until the
coverage renewal date, in some cases extending well into 2014, and those covered individuals
would not have been part of the common risk pool for determining 2015 rates.

Informed by expert analysis from the independent actuarial firm Milliman, Covered California
adopted this policy to align the inside and outside markets with an eye toward protecting
consumers and stabilizing the market. Starting in January 2014, under state law, all new
individual coverage must be sold on a calendar-year basis. The Covered California policy
facilitated that transition. Consumers receiving notice of coverage terminations were also able to
shop for new coverage from any carrier and, importantly, find out if they were eligible for
assistance to reduce their premium through Covered California. If consumers did not learn about
and take advantage of premium assistance, many would have risked paying rates much greater
than for subsidized coverage in the exchange. Some consumers could also have ended up being
subject to two out-of-pocket deductibles in one year. Covered California was also concerned that
last-minute renewals to capture market share would destabilize the Covered California risk pool,
yield higher rates for coverage that met the new standards and result in even higher rates for
consumers converting to compliant coverage in 2014 or 2015.
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Given the complexities of the transition for consumers, and the mixed messages about these
conversions in the public media, Covered California worked with its health plans to make the
transition as smooth as possible. Covered California provided consumers with more time to shop
and sign up for coverage effective Jan. 1, 2014, allowing for selection though the final days of
December 2013, with payments due Jan. 5, 2014. Notwithstanding these efforts, many
consumers who had coverage prior to 2014 faced confusing changes to both their coverage and
networks of available providers. Covered California established a special unit in its Service
Center and a unique toll-free telephone line for specialized assistance to affected consumers.
Covered California also worked with health plans to coordinate co-branded consumer notices
informing consumers about their coverage options.

Covered California is continuing to assess the market impacts of its policy and program
decisions, including the market transition policy, and is working with regulators, health plans,
consumer advocates and researchers to evaluate those impacts. Although there are still
insufficient data to evaluate the market transition to compliant products, the NORC report
“Covered California Consumer Tracking Survey” released in May 2014 offers some preliminary
insight. (For more about the NORC report and its findings, see section VI of this report,
“Results.”) Of the nearly 2,000 Californians surveyed, 20 percent reported that they had received
a cancellation or non-renewal notice, with one third reporting that the cancellation was because
of the Affordable Care Act. The survey asked consumers enrolled in Covered California to
assess the cost and quality of the new and old products. Of those surveyed, 48 percent
perceived themselves as winners overall, 28 percent perceived themselves as losers, and 24
percent found it difficult to assess and compare the products (e.g., a plan that costs more but is
better coverage vs. a plan that costs less but provides a lower level of coverage).

PROVIDER DIRECTORIES

Covered California prioritizes providing consumers with the tools necessary to shop for and
compare health plan offerings and make a selection that best meets their needs. For this reason,
Covered California required all participating health plans to provide electronic versions of
participating provider directories for publication and integration on the Covered California
website. Covered California envisioned using that information to develop a robust online search
function for consumers to select coverage with the providers of their choosing.

Covered California was disappointed to find that the data and records submitted by some health
plans, representing tens of thousands of doctors, hospitals and medical centers throughout the
state, had significant challenges. The data submitted contained inconsistent provider names
across health plans, as well as errors and omissions, and it was difficult to keep pace with the
additions and changes health plans continued to make throughout the open-enroliment process.
Covered California ultimately determined it was not able to provide consumers with reliable and
accurate information and removed its online provider directory tool and decided to link to each
health insurance company’s online provider directory instead.
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Covered California continued to advise consumers to check directly with an individual health plan
to find out whether a specific provider was available in the network before selecting the plan.
Covered California remains committed to developing this consumer resource and is working with
regulators, health plans and provider organizations to improve the links to health plan online
provider directories prior to the start of the 2014-2015 coverage year. Covered California will
continually reassess its opportunity to launch an accurate, combined provider directory.
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V. Comprehensive Marketing, Outreach and Education

Covered California recognized from its inception the enormity of the task of educating, reaching
and enrolling the millions of Californians newly eligible for coverage, premium assistance and in
the expanded Medi-Cal program under the Affordable Care Act. Given the complexity of health
insurance generally, and the sweeping nature of the historic reforms of the health insurance
market, many consumers would be challenged to understand their options and successfully
navigate those options to secure coverage.

Given the state’s profile, Covered California’s marketing, outreach and education operation had
to be anchored in and responsive to California’s ethnic, cultural, regional and language diversity.
Covered California adopted and implemented a comprehensive campaign to inspire and engage
not only individuals and small employers, but also communities, partners and influencers to
reach and motivate Californians to enroll.

Research and Planning

Beginning in 2011, Covered California engaged in public dialogue, comprehensive planning,
demographic and market research, diverse stakeholder engagement and aggressive program
development to establish the marketing, outreach and education campaigns for the initial open
enrollment and customer service.

Covered California engaged in early research about target audiences; careful examination of
experiences with other public and private health coverage providers; and a great deal of
collaboration and input from stakeholders, private foundations, health plans, experts and
influencers. This intense research pointed to the need for a multichannel, multicultural marketing,
outreach, education and enrollment assistance effort to ensure that uninsured and low-income
Californians received the information and support they needed to access coverage. The task was
to reach a diverse pool of potential enrollees in California, including many who had no previous
health care coverage, and ensure they were enrolled in the right program and got coverage
based on eligibility. Covered California needed aggressive outreach, public awareness and
enroliment assistance programs using a wide variety of tools.

During the research phase, Covered California acknowledged the challenges of launching a new
“brand” in a new consumer category, one that had already been the subject of extensive public
misinformation and distortion. The initial marketing, outreach and education plan identified the
following significant challenges in achieving Covered California’s enrollment goals:

e Ambitious goals — Covered California’s enrollment projections were aggressive and
reflected the target of having at least 70 percent of those eligible for subsidies enrolled
within five years. Covered California viewed achieving the enroliment projections as critical
to keeping insurance costs down both in Covered California and in the broader market.

o Diverse state — California’s diverse geographic, ethnic and racial profile would require a
significant investment in multilingual media and community outreach to ensure reach and
the communication of culturally appropriate messages, both monolingual and bilingual. As
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a reference point, Medi-Cal uses 13 spoken and 12 written threshold languages to serve
program beneficiaries. California is the largest state in terms of population and one of the
biggest in terms of geographic reach. Potential Covered California enrollees live in both
large, urban areas and remote, rural areas spread over a large geographic area.

Large and diverse media markets — California’s uninsured and those with insurance now
eligible for subsidies would also be more costly to reach than the populations of other
states because of the sheer size and scope of California’s media markets. California has
some of the most expensive media markets in the nation and more designated media
market areas when compared with other states. For example, California is the only state
with three of the nation’s top 20 Nielsen-ranked designated market areas: Los Angeles (No.
2 in the nation behind New York City), San Francisco/Oakland/San Jose and
Sacramento/Stockton/Modesto. This complexity of California’s media complicates any effort
to reach, educate and market new coverage options to California residents.

Program complexity — Health insurance is complex. Even the most educated audiences
can find terminology, acronyms and abbreviations difficult to understand (e.g., deductibles,
copayments, premiums, etc.). The Affordable Care Act aimed to simplify and streamline
coverage options but also introduced new terminology and programs such as the federal
premium tax credits for low-income individuals and families. Health literacy was and
continues to be a challenge when communicating with potential exchange enrollees.

Few directly comparable models — Even with the success of the Massachusetts
Connector, there was no existing model for developing a health insurance marketplace in a
state the size and complexity of California. While Covered California researched best
practices of other states, it was mining new terr