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Executive Summary

Wakely reviewed the potential impacts of the proposed Marketplace Integrity and Affordability Rule’,
with a specific focus on the proposed premium payment withhold requirement, on the Affordable Care
Act compliant individual health insurance market (ACA individual market).? This provision would
withhold a portion of advanced premium tax credits (APTCs) for enrollees that do not verify their
incomes (i.e., are auto-enrolled) and also have $0 dollar net premiums to instead have a small ($5)
charge per month until they actively confirm their information.

While the proposed rule’s impact analysis found negligible effects of this provision in a scenario in
which enhanced premium tax credits (ePTCs) expire in 2026, we analyzed impacts if this proposal was
finalized and ePTCs were available. Overall, we estimate that in this scenario, enroliment could
reduce 0.2% to 6.1% and market average premiums could increase between 0.2% and 3.7%? for
states which the provisions are applicable in 2026.*

The timing of this analysis was prior to the finalization of the proposed rule as well as passage of
budget reconciliation bill. Additionally, this analysis modeled impacts of the premium payment threshold
provision in isolation — other proposed changes to the Marketplace were not considered, including
potential interactions and overlapping impacts.

It is important to note that the impact on premiums will vary greatly by state and by issuer. The key
driver in our analysis is driven by proportion of population within each state with a $0 net premium and
assumed to be auto-enrolled (as opposed to active reenroliment). Certain states have relatively low
numbers of enrollees with $0 net premiums. Similarly, certain states have a low number of enrollees
that will be automatically enrolled in the 2026 benefit year. Consequently, the premium impact from
state to state and from issuer to issuer is expected to vary considerably. For example, we have
estimated that a state with 25% of the population subject to a $0 net premium and auto-enrolled may

! https://www.federalreqgister.gov/documents/2025/03/19/2025-04083/patient-protection-and-affordable-care-act-marketplace-
integrity-and-affordability

2 If this paper is distributed to outside parties, the paper should be distributed in its entirety. Anyone receiving this paper should
retain their own experts in interpreting its contents. The opinions in this paper are those of the authors and do necessarily
reflect those of Wakely. This paper is intended to discuss the impact of premium withhold on the ACA-compliant individual
market; other uses may not appropriate.

3 This range represents the minimum value of the low scenario to the maximum of the high scenario amongst the states
modeled. The enrolliment reductions apply to on-Exchange populations only whereas premium changes reflect total market
increases. This is different from Table 1 below, which represents the range of state impacts for the best estimate scenario
only.

4 In the proposed rule, the $5 withhold would be applicable in states for which the Department of Health and Human Services
(HHS) operates Exchanges (i.e., Healthcare.gov states) in 2026.
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see average claim costs increase between 2.0% to 3.5%, while another state with only a 10% affected
population may see claim cost increases around 1.0% to 1.5%.

While uncertainty exists regarding potential impacts of the proposed rule, the analysis makes
clear that the withhold provision, in an environment of ePTCs extending into benefit year 2026,
is likely to have material effect on 2026 premiums and should be considered in setting premium
rates. Not doing so may cause market instability and downstream impacts to members and
issuers.

This paper analyzes the proposed premium payment withhold and the potential effects on the ACA
individual market, including estimated variability by state. We estimated potential enrollment and
premium impacts using a range of assumptions for the number of individuals exiting the ACA individual
market in 2026 and their relative morbidity.®

Introduction

On March 10, 2025, the Department of Health and Human Services (HHS) released a proposed
Marketplace Integrity and Affordability rule.® The rule includes important proposed changes to plan
design features for 2026 and eligibility and enrollment rules for 2025 and beyond. One of the most
impactful proposals is around members who are auto-enrolled. Auto-enrollment allows enrollees to be
re-enrolled without their active participation. HHS proposes requiring consumers with no premiums, due
to APTCs, to pay $5 per month until they actively confirm their information.

Prior research has shown that small dollar payment requirements can have a substantial negative
effect on enroliment.” This policy would apply to Healthcare.gov, both Federally-facilitated Marketplaces
(FFM) as well as State-based Marketplaces-Federal platform (FFM-SBM) states in 2026 and State-
based Marketplaces (SBMs) starting in 2027. Consequently, key considerations for rate setting in 2026
for Healthcare.gov states is what impacts this provision will have on enrollment, morbidity, risk
adjustment, and premiums. This study analyzes the effects of the policy in an environment of ePTCs
continuing in 2026.

This document contains the results, data, assumptions, and methods used in our analyses and satisfies
the Actuarial Standard of Practice (ASOP) 41 reporting requirements. Using the information in this
report for other purposes may not be appropriate. The opinions and estimates included in this report
are those of the authors and may not represent those of others at Wakely. Actual results will differ,
potentially significantly, from the estimates in this report.

5 For purposes of this paper, the ACA individual market refers to plans in the ACA individual market that adhere to the market
reform rules. Plans in the individual market that do not adhere to the market reform rules, such as grandfather plans, would not
be impacted by the rules.
6 Department of Health and Human Services, “Proposed Patient Protection and Affordable Care Act; Marketplace Integrity

and Affordability Rule”, https://www.HHS.gov/files/document/MarketplacePIRule2025.pdf
7 https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.2023.00649
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Enhanced Subsidies

The American Rescue Plan Act (ARP), enacted in March 2021, and later the Inflation Reduction Act
(IRA), enacted in August of 2022, included a provision that greatly expanded the size and scope of
premium tax credits (PTCs). This enhancement of PTCs was especially pronounced for lower income
enrollees. Without the expanded premium tax credits (ePTCs), enrollees below 150% of the federal
poverty level would have to pay, in 2025, between 1.82% and 3.64% of their income on premiums.
However, with ePTCs, these individuals did not have to contribute anything towards their premiums
(i.e., enhanced subsidies reduced the percentage down to 0.0%).

This increase in affordability has driven the Marketplace to record high enroliment levels over the past
few years. CMS data showed that 39% of plan selections during 2025 Open Enroliment on
Healthcare.gov had premiums after ePTCs of $0.2 Enhanced subsidies are currently scheduled to
sunset at the end of 2025. This would change both the number of enrollees® and the number of people
with $0 net premiums if ePTCs would not continue.

Proposed Regulation

In 2025, the Trump Administration released a proposed rule that included impactful changes to plan
design features as well as enrollment and eligibility rules for 2025 and beyond.® The overall rule
reverses a number of changes that were implemented during the Biden Administration that increased
issuer and exchange flexibilities around enroliment and eligibility determinations. The rule proposes a
number of changes including reducing the length of time of the Open Enrollment Period, increasing
verification requirements for enroliment, ending certain special enroliment period (SEP) categories
(e.g., the below 150% FPL SEP), and changes actuarial value (AV) de minimis requirements. Overall,
HHS estimates that the rule is expected to reduce enroliment by between 750,000 and 2,000,000 and
reduce premiums. These estimates assume ePTCs are expiring in 2026."

However, one component of the rule that HHS did not estimate an impact on was the proposal requiring
premiums for those auto-enrolled. Currently, exchange enrollees can be automatically (or passively)
enrolled from one year to the next. HHS proposes that consumers that are automatically enrolled with
no premiums to pay, would have a portion of their APTCs withheld such that they would owe a
minimum amount of premiums ($5 per month) until such time as they actively confirm their eligibility
information.

HHS estimates that in 2025, 2.7 million enrollees in Healthcare.gov were auto-enrolled with APTCs fully
covering their premiums to $0. However, they estimate that this provision would have a nominal effect
because “...the expected reduction in enrollment associated with the expiration of the PTC eligibility

8 https://www.cms.gov/files/document/health-insurance-exchanges-2025-open-enroliment-reportpdf508-compliant.pdf

9 https://www.cbo.gov/system/files/2024-06/60437-Arrington-Smith-Letter.pdf

10 hitps://www.wakely.com/blog/summary-of-proposed-marketplace-integrity-and-affordability-rule/

" https://www.federalreqgister.gov/documents/2025/03/19/2025-04083/patient-protection-and-affordable-care-act-marketplace-
integrity-and-affordability
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expansions under the IRA.” Consequently, a key question on the impact of this provision is what the
impact would be if ePTCs were continued into 2026.

Methodology and Assumptions

Wakely conducted modeling on the 28 Healthcare.gov FFM states as of 2025'? to model potential
impacts on overall market enrollment, morbidity, and premium due to the proposed premium payment
withhold requirement. All scenarios assumed that the ePTCs set forth by the ARP and IRA are
continued for 2026. The estimates also assume that the rule is finalized as proposed.'

For each state, a low, medium, and high scenario was run including different assumptions for
enrollment duration impact and morbidity impact. Premium changes were a function of enrollment and
morbidity changes under each scenario. The following data sources and assumptions were used in the
development of the estimated range of impacts.

Size of Enrollment

While the modeling is illustrative of benefit year 2026, we relied on 2025 Open Enroliment Public Use
Files (PUF)" to estimate the proportion of on-Exchange members in each state that are passively
enrolled with a $0 net premium after ePTCs and, therefore, subject to a $5 dollar premium as outlined
in the rule. Due to limitations in the PUF data, we were not able to fully distinguish members with $0 net
premium or nominal net premium under $10, therefore, there may be slight overstatement in the
affected membership.

The 2022 Full-Year Effectuated Enrollment Report' was used to estimate 2025 effectuation patterns to
avoid impacts of Medicaid Unwinding present in the 2023 and 2024 data. Auto-enrollment, zero-dollar
premium rates, and population demographics (age, income, metal level) were assumed to not vary
between the effectuated and non-effectuated populations.

Wakely researched the potential effects of having a non-zero premium on enroliment. While there is
uncertainty regarding how enroliment will change, varying sources estimate that enroliment duration of
affected members could decrease by 7% to 16%' following the introduction of a small non-zero
premium, leading to a decrease in the average on-exchange enrollment across the benefit year. The
best estimate scenario, for which results are presented in Table 1, assumes an average enrollment
duration impact of 12%.

While there are other key provisions of the proposed regulation, such as putting an end to the SEP for
low-income members below 150% of the federal poverty level (FPL), that would put further downward

12 https://www.kff.org/affordable-care-act/state-indicator/state-health-insurance-marketplace-
types/?currentTimeframe=0&sortModel=%7B%22colld%22:%22Location%22,%22s0rt%22:%22asc%22%7D

3 The proposed rule explicitly requests comment if the premium withhold should be higher than $5.

4 https://www.cms.qgov/data-research/statistics-trends-reports/marketplace-products/2025-marketplace-open-enroliment-
period-public-use-files

15 https://www.cms.gov/files/document/full-year-effectuated-enrollment.xIsx

16 https://www.brookings.edu/articles/eliminating-small-marketplace-premiums-could-meaningfully-increase-insurance-

coverage/

Impact of Premium Payment Threshold on ACA Individual Market June 2025



wakely WHITE PAPER page 5

pressure on enrollment attrition, those effects were not explicitly modeled in this analysis. Similar
populations may be affected by various aspects of the rule; these estimates are intended to model the
premium payment withhold requirement in isolation but, in reality, could have larger and varying
impacts when interacting with other provisions of the proposed rule.

Morbidity Impacts

Wakely used our proprietary Wakely ACA individual database to estimate differences in average
morbidity and claims utilization for members in different enroliment duration buckets. Affected members
were assumed to have higher per member per month (PMPM) claims than the average market, after
normalizing for metal and demographic differences, due to a combination of higher relative morbidity
and a propensity to use the same quantity of services over a shorter period of time. Relative morbidity
estimates vary by state due to the proportion of members affected, under the notion that as the
proportion of the affected population rises, the average morbidity of affected members will be closer to
the market average of 1.0. The range of relative morbidity assumptions across all states modeled was
1.08 to 1.18, as applied to the affected on-Exchange population. The average relative morbidity
assumed in the best estimate scenario, as presented in Table 1, is 1.12.

Premium Impacts

Impacts of changes in the market average premium'” were modeled for a given individual at a constant
age, metal, and geography i.e., a member aged 40, in the same plan, in rating area 1 would experience
a X% premium increase; demographic mix changes were not considered in premium impacts (i.e.,
premium rate changes including differences in average age, plan selection, and geographic region) nor
were any explicit changes to risk adjustment, assuming a net zero market transfer. The estimated
premium impacts assume that issuers price the modeled morbidity impacts into their 2026 premium
rates through claim cost increases, in line with historical medical loss ratios (MLR) in the state.

State Groupings

For purposes of this analysis, states were grouped by Medicaid Expansion and Non-Medicaid
Expansion. Prior to completing the analysis, it was believed that non-Medicaid expansion states may be
more heavily impacted by this component of the proposed rule than Medicaid Expansion states due to
large enrollment growth from 2021 to 2025, and a higher proportion of low-income members, on
average. Other relationships that better correlated with premium impacts were discovered, as noted in
the findings below.

Results and Findings

Using the data and assumptions noted above, Wakely estimated potential enroliment, morbidity, and
premium impacts separately for all FFM states. Below represents the range of results amongst states

7 The market average premium includes the total membership - both on and off-Exchange.
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modeled under our best estimate scenario, grouped by Medicaid and Non-Medicaid Expansion.
Nineteen Medicaid Expansion states and nine non-Expansion states were modeled.

Table 1 - Range of Best Estimate Results Across States'®

Medicaid Expansion States Non-Medicaid Expansion States
Component Min Max Average Min Max Average
Enroliment Reduction™ -0.3% -4.7% -2.6% -1.2% -3.5% -2.4%
Morbidity Impact 0.3% 3.5% 2.3% 1.3% 2.9% 2.3%
Premium Impact 0.2% 3.0% 1.9% 1.1% 2.4% 1.9%

Taking into account the low and high scenarios (in contrast to the Table above which only shows best
estimate ranges), the range of enroliment reductions were 0.2% to 6.1% for Medicaid Expansion states
and 0.7% to 4.5% for Non-Medicaid Expansion states. There are corresponding changes which widen
the morbidity and premium impact ranges in the low and high scenarios; however, the changes are not
linear on enrollment as relative morbidity converges to 1.0 as a greater proportion of the market is
impacted. Additionally, premium impacts include the off-Exchange market which are not affected by this
provision.

Differences in the intersection between auto-enroliment and zero-dollar premium enrollees are the
primary driver of variation in outcomes between states. In Tables 2 and 3, we illustrate the relationship
between on-exchange auto-enrollment rates and prospective enroliment reductions and premium
impacts. Both graphs refer to the best estimate scenario and present the abbreviated ranges
associated with Table 1.

8 Values in Table 1 represent the minimum and maximum from the best estimate scenario for each component. However, the
minimum and maximum values may not represent results for the same state.
19 Enroliment reduction shown represents change in average on-exchange enroliment.

Impact of Premium Payment Threshold on ACA Individual Market June 2025



Table 2 - Relationship between % of Auto-Enroliment and Enroliment Loss
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Table 3 - Relationship between % of Auto-Enroliment and Premium Impact
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The results do not indicate that Non-Medicaid Expansion states are impacted to a greater degree than
Medicaid Expansion states despite having a larger proportion of low-income enrollees. This is likely
because there is not a positive relationship between the proportion of low-income enrollees and rates of
auto-enrollment. However, there are other components of the proposed rule impacting primarily low-
income members that may bear a greater impact on Non-Medicaid Expansion states that are not
included in this modeling.
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It is important to note that the impacts modeled are estimated market average impacts. It is likely that
issuer-level impacts will vary from these estimates, potentially significantly. Other factors, such as
competitive pressures, market positioning of the benchmark plan issuer, premium metal level sloping,
and changing risk adjustment dynamics may impact the extent to which individual market issuers are
impacted by the proposed premium payment threshold. For example, the risk adjustment transfer
component of the premium rate change may not offset the claim cost increase realized.

ADDITIONAL FACTORS AFFECTING IMPACT OF THE PROPOSED RULE

The proposed rule would also have effects on enroliment and premiums that, while not explicitly
included in the analysis, could further impact premiums and enroliment. One key component with an
interactive effect is the proposed rule to shorten the Open Enrollment Period (OEP) to December 15"
from the current time of January 15". The shorter time frame would give enrollees less time to actively
affirm their income without the ability to make changes to their plan selection.

The proposed rule also would restrict issuer flexibility in waiving de minimis premium amounts.
Consequently, issuers would have less ability to reduce the effects that small premiums have on
member retention. These other provisions, consequently, could increase the number of enrollees that
lose coverage and premium effects estimated above as a result of the premium withhold provision.

In addition, the source of a member’s initial enrollment (for those with $0 net premium and auto-
enrolled) may have drive a member’s decision to comply with the premium payment threshold.
Members who were enrolled through a broker as opposed to active self-enrollment in the ACA
Marketplace may react differently to the premium payment threshold. The differences in consumer
behaviors were not studied in this paper.

Conclusion

There is considerable regulatory uncertainty currently in place for 2026 premium rate setting in the
individual market. With the potential ending of enhanced subsidies, the proposed Marketplace integrity
rule, as well as the potential legislative changes such as the budget reconciliation law, all of these
regulatory changes could have material impacts on the 2026 Marketplace enroliment and market
average premium levels, both in isolation and potentially more significant if combined. What is
potentially underappreciated is the interaction of some of these policy differences. As discussed in the
above, the interaction of ePTC continuing and a policy of withholding APTCs for those net zero
premiums could result in material market attrition and increases in market morbidity. While multiple
sources of estimates are available publicly (including this paper), it is important to reexamine the impact
of each proposed changes as many publicly available estimates may include overlapping impact.

Given the variation in state characteristics, such as Medicaid expansion and auto-enrollment propensity
today, national level estimates of the impacts can overlook significant variation at the state level.
Issuers submitting rates for an ePTC scenario should consider the specific effects on their rates.
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Finally, there is also increased risk in mis-pricing due to significant uncertainties regarding market
churn, morbidity, and changing demographics. Certain issuers may also not have enough data or
resources to best analyze potential impacts. Such mispricing could result in market instability, impacting
both members and issuers financially.

Reliances

Wakely relied on public source data available, namely the 2025 Open Enroliment PUF, to develop
reasonable assumptions regarding the population that may be affected by the proposed premium
payment threshold. We also relied on industry research regarding potential impacts on enrollment of
small positive premiums relative to a zero-dollar premium environment.?

The information contained in this report is not intended nor is it appropriate or sufficiently detailed to
use in product pricing in any line of business.

Current calculations assume that ePTCs continue into 2026 under the same terms as 2025. Changes in
this regulation will materially affect results. Further, there are other components of the Proposed
Marketplace Integrity rule that have not been included in this modeling, including other proposed
legislative changes. Impacts presented in this analysis, including variation by state and Medicaid
Expansion status, may change if other components of the proposed rule are included.

Disclosures and Limitations

Responsible Actuary. Michelle Anderson and Jenna Hegemann are the actuaries responsible for this
communication. They are both Member of the American Academy of Actuaries. Michelle is a Fellow of
the Society of Actuaries and Jenna is an Associate of the Society of Actuaries. They meet the
Qualification Standards of the American Academy of Actuaries to issue this report. Michael Cohen,
PhD, also contributed to this report.

Intended Users. This paper is intended for informational purposes only; other uses may not be
appropriate. The information presented in this paper is available for public reading and is intended to
provide our thought leadership. Parties reading this report should retain their own actuarial experts in
interpreting the results presented. Any distribution of this paper should be made in its entirety and
should be evaluated only by qualified users. The authors are not representing or acting on behalf of any
external parties and that any reliance on the content within this paper is at your own risk.

Risks and Uncertainties. The assumptions and resulting estimates included in this analysis are
inherently uncertain. Users of the results should be qualified to use them and understand the results
and the inherent uncertainty. Actual results may vary, potentially materially, from our
estimates. Wakely does not warrant or guarantee the projected values included in the analysis.

20 hitps://www.brookings.edu/articles/eliminating-small-marketplace-premiums-could-meaningfully-increase-insurance-
coverage/
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Conflict of Interest. We are financially independent and free from conflict concerning all matters
related to performing the actuarial services underlying these analyses. While Centene Corporation
commissioned the publication of this whitepaper, Wakely is organizationally and financially independent
to Centene Corporation.

Data and Reliance. We have relied on others for data and assumptions used in the development of
this paper. We have reviewed the data for reasonableness but have not performed any independent
audit or otherwise verified the accuracy of the data/information. If the underlying information is
incomplete or inaccurate, our estimates may be impacted, potentially significantly.

Subsequent Events. Subsequent events may impact the findings in this report. Changes in state
policy, economic conditions, federal legislation, and other factors and emerging data could result in
material changes to this analysis.

Significant shifts have occurred in the ACA individual market over the past few years, in particular
beginning with 2020, that have resulted in an increase in enrollment and corresponding market impacts.
These impacts vary greatly by state. These may have been a result of the Public Health Emergency
(PHE), Medicaid re-determinations, and new regulations under the Biden administration, etc.
Therefore, it is not unreasonable that significant enroliment and corresponding market risk pool
impacts may occur in 2026 and future years beyond what was modeled in this report.
Consequently, other subsequent events in addition to the Wakely modeling impacts should be
considered.

Deviations from ASOPs. Wakely completed the analyses using sound actuarial practice. To the best
of our knowledge, the report and methods used in the analyses comply with the appropriate ASOPs
with no known deviations. A summary of ASOP compliance is listed below:

ASOP No. 23, Data Quality

ASOP No. 41, Actuarial Communication

This paper was commissioned by Centene Corporation. Please contact Jenna Hegemann at
jenna.hegemann@wakely.com or Michelle Anderson michelle.anderson@wakely.com at with any
questions or to follow up on any of the concepts presented here.
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OUR STORY

Five decades. Wakely began in 1969 and eventually evolved into several successful divisions. In
1999, the actuarial arm became the current-day Wakely Consulting Group, LLC, which specializes in
providing actuarial expertise in the healthcare industry. Today, there are few healthcare topics our
actuaries cannot tackle.

Wakely is now a subsidiary of Health Management Associates. HMA is an independent, national
research and consulting firm specializing in publicly funded healthcare and human services policy,
programs, financing, and evaluation. We serve government, public and private providers, health
systems, health plans, community-based organizations, institutional investors, foundations, and
associations. Every client matters. Every client gets our best. With more than 20 offices and over 400
multidisciplinary consultants coast to coast, our expertise, our services, and our team are always
within client reach.

Broad healthcare knowledge. Wakely is experienced in all facets of the healthcare industry, from
carriers to providers to governmental agencies. Our employees excel at providing solutions to parties
across the spectrum.

Your advocate. Our actuarial experts and policy analysts continually monitor and analyze potential
changes to inform our clients' strategies — and propel their success.

Our Vision: To partner with clients to drive business growth, accelerate success, and propel the
health care industry forward.

Our Mission: We empower our unique team to serve as trusted advisors with a foundation of robust
data, advanced analytics, and a comprehensive understanding of the health care industry.

Learn more about Wakely Consulting Group at www.wakely.com
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