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1. EXECUTIVE SUMMARY 

The implementation of the major health insurance reforms under the Affordable Care Act (ACA) were 

effective on January 1, 2014. These reforms included the introduction of Health Insurance Exchanges, 

subsidies for certain low- to middle-income families, penalties for individuals without health insurance 

coverage, prohibitions against denying health insurance to individuals based on health status, prohibitions 

against setting health insurance premiums based on health status, and other market reforms. 

Additionally, New Hampshire implemented Medicaid expansion effective in August, 2014.  

Wakely Consulting Group (Wakely) was retained by the New Hampshire Insurance Department (NHID) to 

analyze the impact of the Affordable Care Act in two phases. Phase I included an analysis and report on 

the actual health insurance market enrollment and premium changes resulting from the reforms that 

were effective in January 2014, and with a comparison of these impacts to initial projections provided to 

the NHID by Gorman Actuarial LLC in 2012. The results of that analysis are provided under a separate 

report1.  

Phase II of the engagement included projecting the impact of additional changes expected under the ACA 

and current New Hampshire Medicaid legislation for 2016 and 2017. These changes (which are referred 

to as the Baseline Scenario) include: 

 The Medicaid expansion population (excluding those considered medically frail and those 

receiving premium assistance for employer sponsored insurance) transitions from Medicaid 

Managed Care plans to Qualified Health Plans (QHPs) available in the individual health insurance 

market as of January 1, 2016. This Medicaid population would be incorporated into the individual 

market single risk pool. 

 The Medicaid expansion sunsets in 2017. 

 Grandmothered (GM) policies in both the individual and small group markets are terminated as 

of January 1, 2017. Grandmothered policies are those that do not meet the requirements to be 

grandfathered (i.e., were in place prior to March 2010 with no significant changes made), but 

were allowed to continue beyond 2014 at the option of both the state and issuers without having 

to comply with all of the ACA market reforms, including the single risk pool requirement. Note 

that issuers have the option to terminate these policies before 2017. 

 The small group market is expanding from groups of 2 – 50 employees to groups of 2 – 100 

employees. The analysis includes an estimate of the impact of some groups of 51 – 100 opting to 

                                                           

1 The Phase I report is available at http://www.nh.gov/insurance/reports/documents/wakely_ma_rpt_pr.pdf  

http://www.nh.gov/insurance/reports/documents/wakely_ma_rpt_pr.pdf
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self-fund rather than be subject to the requirements of the small group market, including the 

adjusted community rating required by ACA. Though states have the option to allow issuers to 

continue (or grandmother) policies for groups with 51 to 100 employees until October 2016, the 

impact of this option is not included in the scope of this report.2 

Wakely’s analysis focuses on the impact of the above changes to the single risk pools under each of the 

individual and small group health insurance markets. Any impact to other programs and markets included 

in this report should be utilized with caution. 

To perform the analyses in this report, Wakely developed a model based on 2014 enrollment, claims and 

premium data collected from New Hampshire insurers, third party administrators (TPAs) who administer 

self-funded health insurance plans for employer groups, and the state’s Medicaid program. This 

information was collected as part of Phase I of this engagement. The analysis focuses on individuals who 

are under age 65, since most of those age 65 and older are covered by Medicare. Data were not collected 

for all New Hampshire residents, but rather only those covered by the issuers and markets included in the 

analysis. Excluded populations include individuals and employer groups covered by insurers with small 

market share (fewer than 500 covered lives) and New Hampshire residents covered under policies that 

are not originated in New Hampshire. In Wakely’s review of the data compared to other available sources, 

some differences were identified but could not be resolved. See the Methodology, Assumptions, and 

Limitations of Analysis section of the Phase I report for additional details. 

Another key source of information for Wakely’s Phase II analysis was the 2015 rate filings which were 

accessed through the National Association of Insurance Commissioners (NAIC) System for Electronic Rate 

and Form Filing (SERFF).  

In order to project the impact of various changes over time, Wakely had to make a number of assumptions. 

Actual experience may vary significantly if these assumptions are not realized. Wakely modeled the impact 

of all changes assuming they took full effect on January 1st of the calendar year for which the change was 

effective. For example, the analysis of transitional policies in 2017 assumes that all transitional policies 

are terminated by January 1, 2017. See the Methodology, Assumptions, and Limitations of Analysis section 

for additional details. 

This report is intended for use by the New Hampshire Insurance Department (NHID) for estimating the 

impact of various policy changes on the individual and small group health insurance markets in 2016 and 

2017. The report should not be used or relied upon for any other purposes, including rating by health 

insurance companies. Wakely does not guarantee the results of this model. Differences between the 

                                                           

2 http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/transition-to-compliant-policies-
03-06-2015.pdf 



Wakely Consulting Group 

 

New Hampshire Health Insurance Market Analysis 

Phase II Report 

January 27, 2015  Page 3 

estimates provided in this report and actual amounts will depend on the extent to which future experience 

conforms to the assumptions used in the model.  

1.1 Individual Market Results 

Individual Market Enrollment 

Figure 1.1.1 shows the projected change in enrollment in the individual market for each year from 2014 

through 2017 for the Baseline Scenario defined.  2014 enrollment reflects enrollment data collected from 

insurers for April/May 2014. 

Figure 1.1.1 

Projected Enrollment in the New Hampshire Individual Market Through 2017 

 

Under the baseline scenario, enrollment in the individual market is expected to change from 2014 through 

2017 as a result of the following changes: 

 Based on the individual market data collected in the spring of 2014, there were approximately 

7,000 individuals enrolled in 2013 plans that were terminating in 2014. These are expected to 

transition to ACA compliant policies. 

 Increased take-up among the uninsured resulting from increased awareness of the provisions of 

the ACA, including the availability of premium and cost sharing subsidies, and the increase in 

penalties for individuals. 
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 Inclusion of Medicaid expansion population (excluding an expected 10% of the population 

designated as medically frail) in 2016 is expected to add 24,485 adults to the single risk pool. 

 Sunsetting of the Medicaid expansion program in 2017 is expected to increase enrollment in the 

individual market, as a subset of the Medicaid expansion population is assumed to migrate back 

to subsidized coverage through the Marketplace.  

 Some individuals in grandmothered and grandfathered policies are expected to move into ACA 

compliant policies. In 2017, grandmothered policies are assumed to no longer be available, 

prompting many individuals in those policies to move into ACA compliant plans. 

Please see the Individual Market section of the report for additional details on the migration of 

populations into and out of the individual market single risk pool. 

Individual Market Single Risk Pool Morbidity 

The ACA, as well as New Hampshire Law (RSA 420-G:4) requires that all individual policies for a given 

issuer, other than those that are grandfathered or grandmothered, be rated as part of a single risk pool, 

with rates for any individual in a given plan being based only on age, geography and tobacco use. 

Populations moving in and out of the single risk pool will have an impact on the rates that are charged for 

the entire pool.  

The populations that will have the most significant impact on the single risk pool in 2016 and 2017 are the 

additional uninsured taking up insurance, the Medicaid expansion population and the grandmothered and 

grandfathered populations that migrate into ACA compliant plans. The impact of these changes on the 

morbidity of the individual market risk pool is summarized in Table 1.1.2. See Section 4 for additional 

details. 

Table 1.1.2 

Projected Impact on Morbidity in the New Hampshire Individual Market Single Risk Pool 

Product Type 
Impact from 2015 

to 2016 

Impact from 2016 

to 2017 

Migration of individuals from GF / GM to ACA compliant policies -0.4% -1.8% 

Increased take-up among uninsured -3.2% -0.6% 

Inclusion of Medicaid expansion population into QHPs -2.4% N/A 

Exclusion of Medicaid expansion population from QHPs N/A +1.5% 

Cumulative Impact -5.9% -0.9% 
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The morbidity impacts in Table 1.1.2 reflect the following: 

 Increased take-up of uninsured: As take-up of the uninsured in the individual market increases, 

the population morbidity of the market is expected to decrease. Increased awareness of the 

benefits and penalties under the ACA is expected to increase enrollment of healthier individuals 

in the risk pool. 

 Medicaid expansion: Because the medically-frail population will not be covered through QHPS 

and the Medicaid program does not require premiums, expected take-up among healthier 

individuals is expected to be higher for this population than it is for other uninsured populations. 

This higher take-up is expected to lead to improvements in the overall health risk level of the 

individual market risk pool.  

 Migration of grandmothered and grandfathered policies into ACA-compliant plans: Individuals 

current enrolled in grandmothered and grandfathered policies are estimated to be significantly 

healthier on average than those enrolled in ACA-compliant plans. Grandmothered policies are 

expected to be terminated in 2017, bringing these healthier individuals into the single risk pool 

and improving the overall morbidity of the pool. 

Individual Market Single Risk Pool Premium Changes 

Premiums in the individual market will be impacted by the changes in morbidity described above, as well 

as medical trend and the phase out of the federal reinsurance program, which uses contributions collected 

from all sectors of the health insurance market (including individual, small group and large group insured 

and self-funded plans) to offset the costs of high cost enrollees in the individual market in 2014 through 

2016. The program phases down over three years and is expected to expire in 2017. Based on the 

proposed program parameters for 2016, Wakely expects the phase out of the reinsurance program to 

contribute +3% to health insurance premium increases from 2015 to 2016, and +4% from 2016 to 2017 

(assuming the program is expired in 2017). These adjustments are based on the current proposed 

reinsurance parameters, which are subject to change.  Reinsurance program fees will also phase down 

during this time (in 2015, these were $3.67 per member per month), however, the impact of this decrease 

was not factored into the analysis. Expected trends, based on those filed by New Hampshire insurers are 

expected to be 8% per year for these policies. 

Normalized for changes in the expected mix of age and plan design selections by individuals in the 

individual market, the impact of morbidity, trend and the phase out of the transitional reinsurance 

program are expected to result in premium increases of approximately 5.1% from 2015 to 2016 and 11.1% 

from 2016 to 2017. Actual premiums may vary based on a variety of factors, including updated trend 

assumptions, plan design changes and resulting changes in utilization, changes in networks or medical 

management programs, changes in issuer administrative expenses and profits, and other assumptions 

made by the issuers in New Hampshire.  
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1.2 Small Group Market Results 

Small Group Market Enrollment 

Figure 1.2.1 shows the projected change in enrollment for the small group market for each year from 2014 

through 2017 for the Baseline Scenario defined above.  

Figure 1.2.1 

Projected Enrollment in the New Hampshire Small Group Market Through 2017 

 

*Includes groups of 51 – 100 employees starting in 2016 

Under the baseline scenario, enrollment in the small group market is expected to change from 2014 

through 2017 as a result of the following changes: 

 Groups of one moving from the small group to individual market. Prior to ACA, New Hampshire 

included groups of one in its small group market, giving the individuals access to guaranteed issue 

policies that were not available in the individual market. Under the ACA, groups of one are no 

longer eligible for small group coverage (unless they are in grandmothered or grandfathered 

policies), thus for groups of one wanting ACA compliant coverage, they must enroll in the 

individual market.  

 Small groups no longer offering coverage. Wakely’s model assumes a two percent annual 

deterioration in small group enrollment since the ACA creates a guaranteed available individual 

market with the availability of subsidies for low to middle income individuals.  
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 In addition to the two percent deterioration described above, the analysis also projects that some 

small employers offering grandmothered policies will drop out of the market if their premiums 

increase substantially once they are required to move into an ACA compliant plan. Such a situation 

may arise for unhealthier and/or older groups that initially continued in grandmothered policies 

but will get better rates in an ACA plan due to changes in rating restrictions.  

 The biggest impact on the small group market will be the inclusion of groups of 51 to 100 

employees beginning in 2016. Though some groups of this size may opt to self-fund rather than 

move into ACA compliant plans, most of these groups (which will be subject to penalty for not 

offering coverage beginning in 2016) are assumed to move into ACA compliant plans. Though 

states have the option to allow issuers to continue (or grandmother) policies for groups with 51 

to 100 employees until October 2016, the impact of this option is not included in the scope of this 

report. 

Please see the Small Group section of the report for additional details on the migration of populations 

into and out of the small group market risk pool. 

Small Group Market Single Risk Pool Morbidity 

Though there will be changes in the population of the small group market population over the next few 

years, for the most part these are not expected to have a significant impact on the morbidity of the single 

risk pool in 2016 and 2017. Prior to the implementation of the 2014 ACA market reforms groups of one 

had significantly higher morbidity compared to the small group market. Wakely assumes that the impact 

of the migration of this population out of the small group market and into the individual market has 

already been incorporated into the 2015 rates that are used as the starting point for the analysis. 

Additionally, Wakely’s analysis assumes that the small groups dropping out of the market are dropping 

for reasons unrelated to morbidity, and thus do not impact the morbidity of the risk pool.  

The population changes that are expected to impact the morbidity of the small group single risk pool are 

the take-up of coverage by uninsured and the expansion of the small group market to include groups of 

51 – 100 employees. The impact of these changes on the morbidity of the small group market risk pool is 

summarized in Table 1.2.2.  

Table 1.2.2 

Projected Impact on Morbidity in the New Hampshire Small Group Market Single Risk Pool 

Product Type 
Impact from 2015 

to 2016 

Impact from 2016 

to 2017 

Migration of individuals from GF / GM to ACA compliant policies 0.0% -0.4% 

Increased take-up among uninsured -0.7% -0.2% 

Inclusion of 51-100 groups in single risk pool +2.6% N/A 

Cumulative Impact +1.9% -0.6% 
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Based on a separate Wakely analysis, it was determined that as the groups in grandfathered and 

grandmothered plans move into the single risk pool, they will slightly improve the overall health risk 

level of the single risk pool. 

Additionally, as more uninsured take-up insurance as a result of the increase in the penalty for not 

having insurance, healthier individuals are expected to join the risk pool, slightly improving the 

morbidity of the risk pool. 

Expansion of the small group market to groups with 51 – 100 employees is expected to have a negative 

impact on the small group single risk pool. Based on Wakely’s review of an analysis performed by NHID 

on the risk pool of its various markets, Wakely is assuming similar morbidity levels for groups of 2 – 50 

and groups of 51 – 100 enrolled in insured policies. As such, if all groups of 51 – 100 employers were to 

migrate into small group policies, no impact to the small group market morbidity is assumed. Several 

groups of 51-100 are expected to receive large rate increases as they join the single risk pool due to small 

group rating restrictions such as age, health status, and group size in the ACA market. We believe it will 

incentivize some of these groups that are younger and healthier to self-fund. As these groups leave the 

fully insured market, the remaining groups will on average have worse health risk levels than the 2 – 50 

groups, thus the single risk pool morbidity is expected to worsen with the expansion to 51-100 groups. 

Small Group Market Single Risk Pool Premium Changes 

Premiums in the small group market will be impacted by the changes in morbidity described above, as 

well as medical trend (the federal reinsurance program does not apply to the small group market). 

Expected trends, based on those filed by New Hampshire insurers, are expected to be 7.5% per year for 

these policies. 

Normalized for changes in the expected mix of age and plan design selections by individuals in the small 

group market, the impact of morbidity and trend are expected to result in premium increases of 

approximately 9.4% from 2015 to 2016 and 6.9% from 2016 to 2017. Actual premiums may vary based on 

a variety of factors, including updated trend assumptions, plan design changes and resulting changes in 

utilization, changes in networks or medical management programs, changes in issuer administrative 

expenses and profits, and other assumptions made by the issuers in New Hampshire. 
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2. METHODOLOGY, ASSUMPTIONS, AND LIMITATIONS OF ANALYSIS 

2.1 Methodology and Assumptions 

Wakely relied on data collected for the Phase I analysis as the basis for this Phase II analysis report. Please 

refer to the Phase I report for more information about the data collection process, data quality issues and 

limitations of that analysis.3 The analysis in this report does not reflect population growth. 

Uninsured Analysis 

We started with data from the 2014 Current Population Survey (CPS) as the basis for the analysis of the 

impact of uninsured take-up. From the CPS data, we pulled the number of individuals in New Hampshire 

identified as uninsured and further broke the population down by employment status, income as a 

percentage of the federal poverty level, self-reported health status, and age. Due to the update to the CPS 

study design, we were only able to use data from 2013 instead of a multi- year average. 

The 2013 CPS data is based on a population before the major ACA reforms went into place and therefore 

looks different from the population in 2014, which is our starting point in the individual and small group 

analysis. In order to better reflect the uninsured population in 2014, we adjusted the CPS data by reducing 

the number of uninsured by approximately 20,000 or 15%. This estimate is from the growth in the number 

of individuals reported to be covered by any form of insurance in Phase I of this project. The population 

was also adjusted so that there was a smaller distribution of members in the lower income levels in 

proportion to the total, due to the increased take-up of individuals eligible for the Medicaid program and 

subsidized coverage in the Exchange.  We also needed to break some of the income groups into smaller 

divisions in order to model individuals who move into the Medicaid program. For example, the CPS data 

has a category for the individuals with income between 125% and 150% FPL, but the Medicaid expansion 

program is generally open to those below 138% FPL. To get these divisions, we assumed the individuals 

were uniformly distributed among the range. So in the previous example, we assumed about 50% of those 

with incomes between 125% and 150% FPL had incomes below 138% FPL.  

In order to model the newly insured through the Medicaid Expansion program, we needed to determine 

the number of uninsured adults currently eligible under the traditional Medicaid program. We assumed 

that there were 5,000 individuals remaining in the 2014 uninsured adult population that were eligible for 

the traditional Medicaid program but not enrolled. These individuals were assumed to not be eligible for 

the Medicaid expansion program. We assumed they would have very modest take-up rates in the 

traditional Medicaid program. Table 2.1.1 shows our assumed take-up rates of the uninsured in the 

traditional Medicaid program and the Medicaid expansion program. 

                                                           

3 http://www.nh.gov/insurance/reports/documents/wakely_ma_rpt_pr.pdf  

http://www.nh.gov/insurance/reports/documents/wakely_ma_rpt_pr.pdf
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Table 2.1.1 

Assumed Medicaid Take-up among Remaining Uninsured 

  2015 2016 2017 

Medicaid Non-Expansion Pop. Take-Up of Remaining Uninsured 5% 2% 2% 

 
   

Medicaid Expansion - Take-Up of Remaining Uninsured by Health Status    

Excellent 40% 45% 5% 

Very Good 55% 65% 5% 

Good 70% 75% 10% 

Fair 80% 90% 10% 

Poor 90% 95% 15% 

Weighted Average 60% 62% 6% 

For the uninsured that are not eligible for Medicaid, we assumed a portion would take-up insurance in 

the individual and group markets. See Table 2.1.2.  The number of take-ups is assumed to increase in 2016 

when the full penalty for not having insurance is implemented and then normalizes in 2017. For those 

who are employed, we assumed 30% had an offer of insurance based on the Health Reform Monitoring 

Survey conducted by the Urban Institute4. We developed the overall take-up rates below so that the 

change in the number of uninsured was consistent with the SOA report “Cost of the Newly Insured under 

the Affordable Care Act”5. We also assume that those in better health take-up insurance at a lower rate 

than those in poorer health, and that take-up rates would be higher for Medicaid than for insurance since 

Medicaid does not require a monthly premium. 

Table 2.1.2 

Assumed Take-up in Individual and Small Group Coverage among Remaining Uninsured 

Ind/ESI - Take-Up of Remaining Uninsured by Health Status 2015 2016 2017 

Excellent 5% 15% 5% 

Very Good 15% 30% 5% 

Good 40% 55% 10% 

Fair 65% 75% 10% 

Poor 80% 95% 15% 

Weighted Average 24% 32% 6% 

                                                           

4 Health Reform Monitoring Survey. Urban Institute. http://hrms.urban.org/briefs/who-are-the-remaining-
uninsured-as-of-june-2014.html. Accessed 12-19-2014.  
5 “Cost of the Newly Insured under the Affordable Care Act”. Society of Actuaries. 
https://www.soa.org/NewlyInsured/. Accessed 12-19-2014. 

http://hrms.urban.org/briefs/who-are-the-remaining-uninsured-as-of-june-2014.html
http://hrms.urban.org/briefs/who-are-the-remaining-uninsured-as-of-june-2014.html
https://www.soa.org/NewlyInsured/
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Individual Market Analysis 

Data 

For the individual market analysis, we started with the detailed member level data submitted by the 

carriers as part of Phase I, aggregated at a family-level. The data contained age, 2014 premiums and 

subsidies, status in 2014 (grandfathered/transitional/ACA/terminating), and cost sharing reduction 

variation. We also had average rate increases by carrier for the 2014-2015 period from the 2015 rate 

filings. 

Assumptions 

Premium Increase and Trend 

Table 2.1.3 shows the rate increases and trends included in carriers’ 2015 rate filings which were applied 

to ACA compliant as well as grandmothered and grandfathered policies for purposes of our analysis. We 

used a trend of 8.0% for ACA compliant policies and 9.5% for non-ACA compliant policies 

(grandfathered/transitional) for 2016 and 2017. These are based on averages from carriers’ 2015 rate 

filings.  

Table 2.1.3 

Assumed Premium Increases for 2015 and Annual Premium Trends for 2016 and 2017  

(Excluding Impact of Reinsurance Phase Out) 

 Premium Increase 2014-2015 Annual Trend  

2015-2017  Anthem Assurant 

ACA Compliant 0.3% 15.0% 8.0% 

Grandfathered & Grandmothered 7.2% 7.2% 9.5% 

For the ACA compliant policies, we increased the trend by 3.0% in 2015-2016 and 4.0% in 2016-2017 to 

account for the phase-out of the federal reinsurance program. This was calculated using one of Wakely’s 

models and the plan information in Anthem’s filing (Anthem comprised more than 90% of the individual 

market in 2014). 

Relative Morbidity 

We made morbidity assumptions for the different groups that move in and out of the individual market 

relative to the single risk pool. These assumptions were used to determine the change in premium due to 

the change in relative morbidity of the risk pool. Plans already ACA compliant or terminating were set to 

have a morbidity of 1.00. Grandfathered and transitional policies were assumed to have a morbidity of 

0.75 relative to those in ACA compliant policies. This is based on the New Hampshire Individual Market 

results of the Wakely National Risk Adjustment Reporting (WNRAR) project (a separate Wakely project 

not funded by the New Hampshire Insurance Department).  



Wakely Consulting Group 

 

New Hampshire Health Insurance Market Analysis 

Phase II Report 

January 27, 2015  Page 12 

The previously uninsured are assumed to have a morbidity factor of 1.34 relative to the 2014 risk pool in 

2015, 1.12 in 2016, and 1.09 in 2017. The uninsured were assigned morbidity based on their self-reported 

health status and then the weighted average was calculated based on the number of individuals in each 

health status that were assumed to enter the individual market. The morbidity values were determined 

from an earlier study conducted by Wakely using New Hampshire data. 

Population Migration 

We assumed a portion of those in the individual market would become eligible for Medicaid under the 

expansion program. Since those with incomes between 100% and 150% FPL are eligible for the 94% CSR 

plan, we assumed that 72% of those in that plan would become eligible. We also assumed that there were 

members not enrolled in CSR plans who would be eligible. We assumed that individuals with at least 95% 

of their premium subsidized were also eligible for the expansion program. This assumption was made so 

that the number of individuals moving from the individual market in 2014 to the Medicaid expansion was 

roughly 8,000, based on estimates provided by the New Hampshire Insurance Department. 

For all other individual market enrollees, we started by developing a 2015 ACA premium by applying the 

2014-2015 rate increases and ACA trends defined in Table 2.1.3 above.  

For those individuals who are already in ACA compliant plans, we assumed they stay in their same plan 

and only apply trends and morbidity changes of the single risk pool to get their change in premium. For 

those in terminating plans, they move into the average ACA plan in 2015 and stay there for the remainder 

of the modeled years. For grandfathered and transitional policies, we compare their current plan’s 

premium trended forward to the average ACA premium. If the ACA premium is at least 10% less expensive, 

we assume they will move into an ACA compliant plan. This accounts for some “stickiness” as members 

cannot move back into their non-ACA compliant plan once they leave. Otherwise, they will maintain their 

same plan. Since transitional plans will not be allowed in 2017, any remaining transitional plans are forced 

into ACA plans in 2017. Grandfathered plans are assumed to continue. 

Small Group Market Analysis 

Data 

We aggregated individual-level data, collected as part of Phase I of Wakely’s engagement with NHID, for 

groups with up to 100 employees from Anthem, Aetna, Cigna, Harvard Pilgrim, and MVP. These insurers 

collectively accounted for nearly all of the groups with up to 100 employees in New Hampshire. The data 

contained 2014 premiums, ACA status in 2014 of grandfathered/transitional/ACA/terminating, group size, 

enrolled months, and age. We also had average rate increases by carrier for the 2014-2015 period from 

the 2015 rate filings. 

The data had several limitations which required assumptions to produce reasonable results. Most notably, 

the group size provided in the data was not a reliable indicator of group size.  
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 The data reported to Wakely show some groups of size 1 in ACA compliant group plans when 

ACA forbids groups of 1 to be in the group market.  

 The data reported to Wakely show some groups of size 51 – 100 in grandmothered policies, 

which is not relevant to these size groups in 2014.  

 Some individuals did not have a group ID and groups had to be created such that in aggregate 

their characteristics such as age, income, etc. reconciled to reliable group summaries provided 

by the carriers as part of the Phase I data collection. 

 Where group size was not available, Wakely used the number of covered subscribers as a proxy. 

 Some groups of 51-100 had a status of terminating in 2014. Wakely’s data request defined 

‘terminating’ to refer to plans that are not ACA-compliant/grandfathered/transitional and hence 

must terminate. This terminology does not apply to large groups. We assumed that terminating 

meant that for reasons other than ACA, these plans were no longer being offered. 

 Enrollee counts for groups of 2 – 50 and groups of 51 - 100 in this study do not match those 

from the Phase 1 report. In Phase 1, we used the summarized data which had certain counts by 

group size. For Phase 2, we needed to use the detailed data provided by the carriers. The counts 

based on group size reported in the data are different than the summarized data.  

To determine what groups in non-ACA plans would pay if they switched over to ACA plans, we used 

market-average premiums in New Hampshire small group ACA plans for 2014 and 2015, trended to the 

appropriate year, and adjusted for the average age of the group. 

Assumptions 

Group Size 

We assumed all groups reported with a size of 1 in ACA compliant plans were actually groups of size 2-50 

and thus eligible for ACA compliant policies in the small group market. 

Trends 

Based on trends reported in carrier rate filings, we used the same trends for ACA and non-ACA policies to 

calculate 2016 and 2017 premiums. These trends were averaged from carriers’ 2015 filings and were 

approximately 7.5%. 

Relative Morbidity 

We made morbidity assumptions for cohorts that go in and out of a risk pool relative to that risk pool in 

the prior year.  
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 Based on analysis performed as part of another project (WNRAR), Wakely estimated the relative 

morbidity of groups enrolled in grandfathered and transitional plans to be 0.99 relative to the 

ACA compliant policies in the small group single risk pool. 

 Plans already ACA compliant or terminating in 2014 are set to have a morbidity of 1.0 relative to 

the small group single risk pool. 

 Previously-uninsured members entering 2-50 small group market are estimated to have a 

morbidity of 1.22 relative to the 2014 risk pool in 2015, 1.03 in 2016, and 1.0 in 2017. The 

uninsured were assigned morbidity based on their self-reported health status and then the 

weighted average was calculated based on the number of individuals in each health status that 

were assumed to enter the small group market. These morbidity values were determined from 

an earlier study conducted by Wakely using New Hampshire data. 

 Groups of 1 leaving the small group market after 2015 were assumed to have the same 

morbidity as the small group single risk pool average (so their leaving has no impact on the 

pool’s morbidity). Note that though the Gorman report assumed that groups of 1 had a 

significantly higher morbidity than other small groups in the pre-ACA market, we are assuming 

that the impact of these groups of 1 on the individual market is already included in the 2015 

rates used as a starting point. 

 Groups of size 2-50 that drop group coverage were assumed to have the same morbidity as the 

small group single risk pool based on the expectation that these groups are dropping coverage 

for reasons unrelated to morbidity. 

 Groups of size 51 – 100 in aggregate (before the impact of self-funding) were assumed to have 

the same relative morbidity as groups of 2 – 50 based on NHID’s Analysis of Population Health 

Status by Carrier and Market Segments.6 

 Groups of size 51-100 that leave the market and self-fund are assumed to have a morbidity of 

0.62 relative to the small group single risk pool. The table in the Self-Funding section below 

shows the development of this assumptions. 

Self-Funding 

Based on feedback from NHID, we assumed that only groups of size 51-100 have the option to self-fund 

(and not groups with under 50 employees). We assumed the percent that self-fund varies by age-adjusted 

allowed PMPM from 2013 data. The following table shows what % of groups is assumed to self-fund by 

                                                           

6 http://www.nh.gov/insurance/reports/documents/nhid_anal_pop_hs_carrmkt.pdf  

http://www.nh.gov/insurance/reports/documents/nhid_anal_pop_hs_carrmkt.pdf
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cost quintile and their morbidity relative to the single risk pool. The morbidity at each quintile was 

developed by taking a ratio of allowed PMPM (normalized for age) for groups in each quintile and the 

average PMPM (normalized for age) for all groups. Membership is not evenly distributed across each 

quintile because the group sizes in each quintile varied significantly. 

Table 2.1.4 

Development of Average Morbidity of Groups of 51 – 100 Employees Opting to Self-Fund in 2016 

Quintile 
Number 

of Groups 

All members - 

% of total 

Morbidity 

of Exiting 

Relative to 

Pool 

Percent that 

self-fund 

1 - Lowest 20% 137 11% 0.19 50% 

2 - Lower 20% 137 16% 0.55 20% 

3 - Middle 20% 136 27% 0.78 10% 

4 - Higher 20% 137 26% 1.04 0% 

5 - Highest 20% 137 20% 1.67 0% 

Total 684 100% 0.43 11% 

Please note that the 0.43 average morbidity is the average morbidity of only those that self-fund relative 

to the small group single risk pool. The relative morbidity does not composite to 1.0 (but is close) using 

member weights because they should be composited using member months (not shown here). 

Group Market Deterioration 

Consistent with a national trend of employers in the small group market slowly exiting the markets and 

dropping coverage, we assumed that 2% of 2-50 sized groups will drop coverage annually. We assumed 

that these groups exit based on affordability of coverage which is unrelated to health status, thus we 

assumed that these exits would not impact the morbidity of the small group single risk pool. 

Rate Shock 

Some small groups sized 2-50 will experience a rate shock as they are forced out of grandfathered or 

transitional policies and into ACA compliant plans.  We assumed that 65% of employers getting a rate 

shock of 20% or more drop coverage. Rate shock was estimated by comparing the 2014 non-ACA 

compliant premiums trended forward to the average premium for ACA compliant policies, adjusted for 

the age of the covered employees of the group. 

Individual Take-up amongst Dropped Groups 

We assumed 85% of the members whose employers stop offering coverage because of rate shock or 

general small group market deterioration purchase coverage in the individual market and that their 

relative morbidity is equal to that of the single risk pool in the individual market. 
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Methodology 

Our starting point was group level information on 2014 starting status (ACA, grandfathered, transitional, 

and terminating), age, enrolled months, premiums, and group size.  

We developed 2015 ACA premiums by applying 2014-2015 rate increases and ACA trends to 2014 ACA 

premiums. Future ACA premiums were calculated by trending 2015 premiums for ACA compliant plans 

and trending, age-adjusting, and morbidity-adjusting the 2015 market-average on- and off-exchange ACA 

premiums. 

We divided the small group population into three segments (groups of 1, groups of size 2-50, and groups 

of 51-100) since different rules apply to each that govern how the members move. For each segment, we 

developed and used decision trees to model the various group and market characteristics that determine 

the ending statuses of these members.  

There were approximately 6,400 groups in the data collected for Phase I of Wakely’s analysis. Because of 

the large number of scenarios for each group and the relatively small number of groups, movement of a 

single group with a large number of members would have caused the results to be artificially sensitive, 

modeling was performed at the member rather than the group level.  For example, when modeling the 

event that 65% of groups with a rate increase over 20% drop coverage, one must decide which groups will 

drop and which will stay. When this decision is made at the group level and there are not many groups to 

move around, the end results become very sensitive to which groups get moved especially if one of the 

groups is much larger than the other. To get around this artificial sensitivity, we modeled movement at 

the member level. Going back to the example above, instead of having 65% of the groups drop coverage, 

we modeled 65% of the members will drop coverage. 

When comparing premiums across plans and markets, we adjusted for average age and morbidity. 

However, we were unable to adjust for average benefit richness due to lack of data. We therefore 

assumed that when someone migrates from small group to individual or from pre-ACA plan to an ACA 

plan, they purchase a plan with the average benefit richness in the market one is migrating to.  

Groups of 1 

Members starting in groups of 1 pre-ACA could end up in one of four ending statuses: grandfathered, 

transitional, individual ACA, or small group ACA depending on where they started.  Groups of 1 are not 

allowed to continue in the group market unless they have grandfathered or transitional status. Otherwise, 

they go into the individual ACA market. 

Groups starting in grandfathered plans are likely to stay in grandfathered plans. They may switch to 

individual ACA plans but since they cannot return to grandfathered plans, the decision will require 

individual premiums to be significantly lower (after normalizing for age). We used 10% as the threshold. 
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That is, if individual ACA premiums are 10% lower than trended grandfathered premiums, the groups will 

switch to individual ACA plans.  Otherwise they stay grandfathered. 

Groups starting in grandmothered policies have exactly the same decision tree as grandfathered policies 

with the exception that grandmothered policies can end in 2016 or 2017 depending on the scenario 

modeled. When grandmothered policies end, then these groups must move to individual ACA plans if they 

want to continue coverage. We assumed no such groups drop coverage because they have already 

indicated preference for coverage and are likely to take–up coverage whether it be in the individual or 

small group market. 

The remaining groups were in terminating plans and were assigned to Individual ACA plans starting in 

2015. 

Groups of 1 starting out in ACA compliant plans were treated as groups of 2-50. The assumption is that if 

they are in ACA compliant plans, then they can’t be groups of 1. 

Groups of 2-50 Employees 

Groups of 2-50 can end in grandfathered, grandmothered, individual ACA, small group ACA, and dropped 

(uninsured). The ending status depends on what status they started out in. 

Groups starting out in grandfathered and transitional statuses work exactly the same way as for groups 

of 1 with the exception that instead of ending up in individual ACA, they end up in small group ACA plans 

when the appropriate criteria are met. 2% of all grandfathered and transitional employers are assumed 

to drop coverage and 85% of these members are assumed to take up coverage in the individual ACA 

market while others go uninsured.  

Employers in groups of 2-50 that start out in ACA compliant plans or terminating plans in 2014 have to 

decide whether they stay in ACA compliant plans or stop offering group coverage. 2% are assumed to drop 

coverage to model the effect of small group market deterioration. The rest will base their decision on their 

estimated rate increase. For those employers with estimated rate increases exceeding 20%, we assume 

65% will drop. Of the members dropped from small group, 85% will purchase individual policies while the 

rest will end up in the drop bucket meaning they go uninsured or purchase large group coverage through 

a spouse. 

To estimate future premiums for groups that started out in ACA compliant plans in 2014, we trended 

forward their 2014 premiums. For groups that did not start out in ACA compliant plans, we estimated 

what their premiums would have been under an ACA compliant plan using market average exchange 

premiums in 2014 and adjusting them for trend, morbidity, and age.  
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Groups of 51-100 Employees 

The logic for groups of size 51-100 does not apply until 2016, as these groups are considered part of the 

large group market through 2015. 

The grandfathered and transitional logic for groups of 51-100 is identical to groups of 2-50 with the 

exception of 2% market deterioration which is assumed not to apply to groups of 51-100. 

Additionally, these groups are assumed to not drop coverage but instead may choose to self-fund. 89% of 

the 51-100 groups with a status of terminating migrate to the small group ACA market while the rest self-

fund. This assumption is the same as what is shown in the self-funding section above. 

2.2 Limitations of Analysis 

This report is intended for use by the New Hampshire Insurance Department (NHID) for estimating the 

impact of various policy changes on the individual and small group health insurance markets in 2016 and 

2017. The model should not be used or relied upon for any other purposes, including rating by health 

insurance companies. Wakely does not guarantee the results of this analysis. Differences between the 

estimates provided in this report and actual amounts will depend on the extent to which future experience 

conforms to the assumptions used in the model. Actual amounts will differ from projected amounts to 

the extent actual experience deviates from the assumptions utilized in the analysis.  

Wakely does not intend to benefit third parties and assumes no duty or liability to other parties who 

receive this work. The report should only be utilized by qualified individuals with an understanding of the 

assumptions and limitations. Any results of this analysis should only be shared with complete 

documentation and with an understanding of the assumptions and limitations of the analysis. 

In developing the model, Wakely relied on the following information: 

 2014 health insurance enrollment collected from health insurers, third party administrators, and 

New Hampshire’s Medicaid program. 

 Member level 2014 health insurance premiums collected from health insurers 

 Uninsured individual/household data from the 2013 Current Population Survey 

 2015 health insurance rate increases from the System for Electronic Rate and Form Filings (SERFF) 
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 Post-ACA uninsured estimates from the Society of Actuary’s Cost of the Newly Insured under the 

Affordable Care Act. 7 

 Estimates of the number of individuals covered in the individual market in 2014 who were eligible 

for Medicaid expansion provided by NHID. 

 Estimates of the number of individuals projected to enroll in Medicaid expansion provided by 

NHID. 

 Estimates of the impact of phasing out the ACA transitional reinsurance program developed based 

on Wakely’s reinsurance model. 

We have not audited or verified these data and other information. If the underlying data or information 

is inaccurate or incomplete, the results of our analysis may likewise be inaccurate or incomplete. 

Users of this report should be aware of the following limitations: 

 The analysis relies on many assumptions including employer and individual decisions related to 

health insurance take-up and plan selection and health insurance trends. Any difference in actual 

experience will create differences between projected and actual results. 

 The analysis utilized a simplified methodology for estimating premiums for 2016 and 2017 and 

actual premiums may differ based on the approaches employed by New Hampshire’s insurers. 

 The analysis assumes that individuals eligible for Medicaid expansion but enrolled in group plans 

stay in their group plan. It is Wakely’s understanding that many of these individuals may be eligible 

for Medicaid premium assistance, in which case, the individuals would remain in their current risk 

pool and not impact premiums in other risk pools. 

 As noted above, the analysis relies on enrollment data collected as part of the Phase I analysis. 

This data does not capture all New Hampshire residents. Excluded populations include individuals 

and employer groups covered by insurers with small market share (fewer than 500 covered lives) 

and New Hampshire residents covered under policies that are not originated in New Hampshire. 

In Wakely’s review of the data compared to other available sources, some differences were 

identified but could not be resolved. 

                                                           

7 https://www.soa.org/NewlyInsured/ 
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 All market changes are assumed to occur as of January 1st of the year being projected. For 

example, elimination of grandmothered policies in 2017 is modeled such that grandmothered 

plans are all terminated as of January 1, 2017. 

3. ENROLLMENT PROJECTIONS BY PROGRAM AREA 

In order to model the impacts of the expected changes to the individual and small group markets, Wakely 

had to make various assumptions about the uninsured and Medicaid populations as described above. 

Table 3.1.1 shows the expected changes for each of the insurance markets and coverage areas that were 

included in the analysis. Note that due to limitations in the data collected as part of the Phase I analysis, 

the totals in Table 3.1.1 are not reflective of the entire New Hampshire population under age 65 and 

excludes groups not covered by the carriers included in Wakely’s data collection (see Phase I report for 

more information). It also excludes New Hampshire residents in policies that are not sitused in New 

Hampshire.  

Table 3.1.1 

Projected Enrollment in the New Hampshire Small Group Market Through 2017 

Market 2014 2015 2016 2017 

Medicaid - Non-Expansion 127,968 128,569 128,799 129,023 

Medicaid - Expansion 0 21,643 27,205 0 

Medicaid - Expansion Employer Premium Subsidy 0 10,000 14,000 0 

Individual - ACA Compliant 39,204 60,783 79,722 102,431 

Individual - Terminating 6,963 0 0 0 

Individual - Grandmothered 8,714 8,166 7,686 0 

Individual - Grandfathered 5,914 4,660 3,813 3,813 

Small Group (<50) - ACA Compliant* 12,264 45,774 46,983 68,180 

Small Group (<50) - Terminating* 34,115 0 0 0 

Small Group (<50) - Grandmothered* 29,070 24,399 23,640 0 

Small Group (<50) - Grandfathered* 1,020 814 798 782 

Mid-Size Group (51 - 100) - ACA Compliant* 0 0 19,722 21,415 

Mid-Size Group (51 - 100) - Terminating* 21,011 20,902 0 0 

Mid-Size Group (51 - 100) - Grandmothered* 1,018 996 988 0 

Mid-Size Group (51 - 100) - Grandfathered* 1,336 1,336 314 314 

Large Group (101+) and Self-Funded 370,478 364,287 365,546 376,892 

Uninsured 121,827 88,572 61,685 78,052 

Total 780,902 780,902 780,902 780,902 

*Excludes self-funded 
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The following is a summary of changes reflected in Table 3.1.1. Please see the Methodology, Assumptions 

and Limitations of Analysis section for additional details. 

 Traditional Medicaid: Small growth in the traditional (non-expansion) Medicaid population. New 

Hampshire experienced an increase of 9,431 traditional, non-expansion, Medicaid enrollees as a 

result of the implementation of the 2014 changes under the ACA. This is known as the “woodwork 

effect,” since this population was eligible for, but not enrolled in Medicaid prior to 2014. 

 Medicaid Expansion: The Medicaid expansion population is projected to include roughly 32,000 

enrollees in 2015 and 41,000 in 2016. Approximately 10,000 of the 2015 enrollees and 14,000 of 

the 2016 enrollees are expected to have coverage through employer sponsored plans and 

potentially be eligible for premium assistance through the Medicaid program. These individuals 

are assumed not to be enrolling in QHPs in 2016, and remain in their current risk pools. 

 Individual Market: The number of individuals enrolled in plans in the individual market (excluding 

the Medicaid expansion population) is expected to increase as additional uninsured take-up 

insurance as a result of the federal premium subsidies available and the increase in penalties for 

not having insurance. There is also an expectation that small employers (under 50 employees) will 

continue to drop coverage given the viability of the individual market and the availability of 

federal subsidies for low wage employees. There will also be a shift as individual market 

policyholders move from grandfathered and grandmothered policies to ACA-compliant plans. 

 Small Group Market (2 – 50 employees): Similar to the individual market, the small group market 

will experience a shift from grandfathered and grandmothered policies to ACA-compliant plans 

over time. Overall, there is an expectation that some small group employers will drop coverage 

and these formerly covered employees will find coverage either in the individual market or 

through a spouse’s employer plan. 

 Mid-Size Group Market: Employer groups with 51 – 100 employees will become part of the small 

group, ACA-compliant market beginning in 2016 unless they are in grandfathered plans or choose 

to self-fund (likely with stop loss coverage). Wakely does not expect many of these groups to drop 

coverage, assuming the employer mandate will begin to apply to these groups starting in 2016 

(based on current law and guidance). 

 Large Group and Self-Funded Groups: These groups are assumed to not drop coverage.  However, 

some employees in this group are assumed to be eligible for Medicaid expansion, and as noted 

above, some individuals who lose coverage through their current employer may take-up coverage 

through a spouse’s plan. 

 Uninsured: The number of uninsured is expected to decrease through 2016 as a result of the 

expansion of Medicaid, increases in the number of enrollees in traditional, non-Expansion 
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Medicaid, and additional take-up in the individual market as awareness of federal subsidies and 

penalties for not having insurance increases. See the Methodology, Assumptions and Limitations 

of Analysis section for more information on how changes to the uninsured population were 

modeled. The projected number of uninsured increases in 2017 as a result of the expected 

sunsetting of the Medicaid expansion program. If Medicaid expansion does not sunset, the 

number of uninsured is estimated to be 59,264. 

4. INDIVIDUAL MARKET SINGLE RISK POOL IMPACTS 

The changes anticipated to the markets, including Medicaid expansion and elimination of transitional 

policies, is expected to have the greatest impact on the individual market. The following outlines the 

expected impact based on the methodology and assumptions outlined in Section 2 of this report. 

4.1 Population Migration Impacting Single Risk Pool 

Table 4.1.1 outlines the expected changes to the individual market single risk pool based on where each 

population started in 2014. Enrollment in this market is expected to increase significantly as changes in 

other parts of the health insurance market occur as described following the table. 

 Table 4.1.1 

Projected Enrollment in the New Hampshire Individual Market Single Risk Pool  

Status in 2014 2014 2015 2016 2017 

Individual - ACA Compliant 39,204 31,331 31,331 39,204 

Individual - Terminating  6,963 6,963 6,963 

Individual - GF/GM  1,802 3,129 10,815 

Medicaid - Expansion  0 24,485 0 

Small Group Market  5,212 6,420 10,715 

Mid-Size Group Market  0 0 0 

Uninsured  15,475 31,879 34,734 

Total Individual Market Risk Pool 39,204 60,783 104,207 102,431 

The following describes the projected enrollment changes for each of the populations included in Table 

4.1.1. Unlike Table 1.1.1, Table 4.1.1 includes the Medicaid Expansion population which is expected to be 

part of the individual market single risk pool in 2016. 

 Individual – ACA Compliant: Based on the data collected from individual market health insurers, 

there were approximately 39,200 enrollees in ACA compliant plans in the individual market in 

April/June 2014. In 2015, roughly 31,000 are expected to remain in the single risk pool, as some 

will be eligible for Medicaid expansion (which makes them ineligible for subsidies available 

through the Exchange). 
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 Individual – Terminating: Roughly 7,000 individuals were reported in the 2014 enrollment data 

as being enrolled in 2013 plans that would be terminating in 2014. We are assuming that in 2015, 

these individuals will enroll in ACA compliant policies. 

 Individual – Grandfathered / Grandmothered: Of the roughly 14,600 total enrollees reported to 

be in grandfathered or grandmothered policies in 2014, we expect about 1,800 will migrate into 

ACA compliant policies in 2015, an additional 1,300 will migrate in 2016 and then another 7,700 

will move into ACA compliant policies in 2017 when grandmothered policies are no longer allowed 

to continue. 

 Medicaid – Expansion: Our baseline scenario assumes the Medicaid expansion population will 

receive coverage through QHPs in 2016. Wakely estimates that roughly 24,500 Medicaid 

expansion enrollees will be included as part of the individual market.  

 Small Group Market: As small groups are assumed to drop coverage as their rates increase and 

the individual market becomes more robust, we estimate that many of those enrollees will take-

up insurance in the individual market. 

 Uninsured: As awareness of the provisions of the ACA increase, more of the uninsured population 

is expected to enroll in coverage through the individual market. 

4.2 Population Morbidity Impact on Single Risk Pool 

The ACA requires that individual policies (other than those that are grandfathered or grandmothered) be 

rated as part of a single risk pool, with rates for any individual set based only on age, geography and 

tobacco use. Populations moving in and out of the single risk pool will have an impact on the rates that 

are charged for the entire pool.  

The populations that will have the most significant impact on the single risk pool in 2016 and 2017 are the 

additional uninsured taking up insurance, the Medicaid expansion population and the grandmothered and 

grandfathered populations that migrate into ACA compliant plans. The impact of these changes on the 

morbidity of the individual market risk pool is summarized in Table 4.2.1.  
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Table 4.2.1 

Projected Impact on Morbidity in the New Hampshire Individual Market Single Risk Pool 

Migration Category 
Impact from 

2015 to 2016 

Impact from 

2016 to 2017 

Migration of individuals from GF / GM to ACA compliant policiies -0.4% -1.8% 

Increased take-up among uninsured -3.2% -0.6% 

Inclusion of Medicaid expansion population into QHPs -2.4% N/A 

Exclusion of Medicaid expansion population from QHPs N/A +1.5% 

Cumulative Impact -5.9% -0.9% 

As take-up in the individual market Health Insurance Exchange increases, the population morbidity is 

expected to decrease. This is due to the expectation that those who are the least healthy will have already 

enrolled in coverage in 2014 and 2015, and that those newly entering the individual market (from 

uninsured status) will be healthier than those already enrolled. As the penalty for not having health 

insurance increases, more of the healthier population will be incented to enroll in coverage. In the absence 

of the Medicaid expansion population entering the individual market, these additional individuals 

entering the individual market, are expected to result in a decrease of 3.2% in the morbidity of the market.  

The impact of the Medicaid expansion population moving into the individual market single risk pool will 

depend heavily on the take-up in Medicaid expansion. Wakely’s estimate assumes that approximately 

76% of the uninsured population eligible for Medicaid expansion will take-up the program by 2016, and 

that the relative morbidity (health risk after normalizing for demographics) will be roughly 9% lower than 

that of the single risk pool prior to the inclusion of the Medicaid expansion. On a normalized basis, this 

population is expected to improve the cost of the individual market single risk pool by 2.4%. If actual take-

up is lower than assumed, the single risk pool morbidity level will be higher than Wakely’s estimates, and 

vice versa if take-up is higher than assumed. 

As part of a separate project for health insurers, Wakely found that based on emerging 2014 claims 

experience in New Hampshire, individuals enrolled in grandmothered and grandfathered policies were 

roughly 25% less costly than individuals enrolled in single risk pool policies based on health status (i.e., 

normalizing for demographic differences). This indicates that as those individuals move into the single risk 

pool, they will improve the overall health risk level of the single risk pool. Based on Wakely’s analysis, the 

cumulative impact of these individuals migrating to ACA compliant policies over two years is roughly 2.2%. 

4.3 Individual Market Single Risk Pool Premium Changes 

Premiums in the individual market will be impacted by the changes in morbidity described above, as well 

as medical trend and the phase out of the federal reinsurance program, which uses contributions collected 

from all sectors of the health insurance market (including individual, small group and large group insured 

and self-funded plans) to offset the costs of high cost enrollees in the individual market in 2014 through 
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2016. The program phases down over three years and is expected to expire in 2017. Based on the 

proposed program parameters for 2016, Wakely expects the phase out of the reinsurance program to 

contribute +3% to health insurance premium increases from 2015 to 2016, and +4% from 2016 to 2017 

(assuming the program is expired in 2017). These adjustments are based on the current proposed 

reinsurance parameters, which are subject to change.  Expected trends, based on those filed by New 

Hampshire insurers are expected to be 8% per year for these policies. 

Normalized for changes in the expected mix of age and plan selections by individuals in the individual 

market, the impact of morbidity, trend and the phase out of the transitional reinsurance program are 

expected to result in average premium increases of approximately 5.1% from 2015 to 2016 and 11.1% 

from 2016 to 2017. Actual premiums may vary based on a variety of factors, including updated trend and 

migration assumptions, plan design changes and resulting changes in utilization, changes in networks or 

medical management programs, changes in issuer administrative expenses and profits, and other 

assumptions made by the issuers in New Hampshire. 

5. SMALL GROUP MARKET IMPACTS 

In the next few years, the small group single risk pool will be impacted by the migration of groups from 

grandfathered / grandmothered policies into ACA compliant plans. Additionally, the ACA requires the 

small group market to expand to include groups with up to 100 employees beginning in 2016. Based on 

current guidance, states have the option to allow carriers to continue groups of 51 – 100 in their current, 

non-ACA compliant policies for renewal through October 1, 2016. The baseline scenario modeled assumes 

that all employer groups with 51 – 100 employees migrate to small group, ACA compliant plans as of 

January 1, 2016, unless they are grandfathered (as reported by carriers as part of the Phase I analysis) or 

choose to self-fund. The following summarizes Wakely’s projections of these impacts on New Hampshire’s 

small group single risk pool. 

5.1 Population Migration Impacting Single Risk Pool 

Table 5.1.1 outlines the expected changes to the small group market single risk pool enrollment based 

on where each population started in 2014. Enrollment in the single risk pool is expected to increase 

significantly as changes in other parts of the health insurance market occur as described following the 

table. 
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Table 5.1.1 

Projected Enrollment in the New Hampshire Small Group Market Single Risk Pool  

Status in 2014 2014 2015 2016 2017 

Small Group (<50) - ACA Compliant 12,264 12,019 11,778 11,543 

Small Group (<50) - Terminating  29,245 28,660 28,087 

Small Group (<50) - GF/GM  3,357 3,289 23,577 

Mid-Size Group (51 – 100)  0 19,619 20,637 

Uninsured  2,145 4,643 5,751 

Total Small Group Market Risk Pool 12,264 46,765 67,990 89,594 

The following describes the projected enrollment changes for each of the populations included in Table 

5.1.1. 

 Small Group (<50) – ACA Compliant: Based on data collected as part of the Phase II analysis, 

Wakely found that only a small proportion (16%) of the small group market had enrolled in ACA 

compliant policies as of April/May 2014 and that most small groups had either opted for early 

renewal (in which case their non-ACA compliant plans would continue until the end of 2014), or 

they were enrolled in grandfathered or grandmothered plans. As noted in the assumptions, 

Wakely is assuming that there is a drop in small groups that continue to offer policies to their 

employees each year as a result of general trends related to small employer drops in coverage 

(and penalties do not apply to these groups). 

 Small Group (<50) – Terminating: These are the groups that were reported by carriers to be 

enrolled in non ACA compliant plans that would not be eligible for renewal at the end of their plan 

year. Roughly 29,200 enrollees in this category reported in the 2014 enrollment data are expected 

to migrate to the small group market single risk pool in 2015. 

 Small Group (<50) – GF / GM: Of the approximately 30,000 enrollees in grandmothered / 

grandfathered small group policies reported in the spring of 2014, roughly 3,300 are expected to 

migrate to ACA compliant policies in 2016 and an additional 20,200 are expected to move to ACA 

compliant plans when grandmothered policies can no longer be offered in 2017 (or earlier should 

the state and/or issuers choose to terminate the policies). 

 Mid-Size Group (51 – 100): Employer groups with 51 – 100 enrollees will be included in the small 

group market in 2016. Wakely estimates this will increase the small group market by roughly 

20,600 enrollees after accounting for those that choose to self-fund. 

 Uninsured: As noted in Section 2 of the report, Wakely is assuming additional take-up of 

uninsured individuals as penalties for not having health insurance increase (leveling off in 2016). 

Since a subset of the uninsured population is expected to have access to employer sponsored 
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coverage, we are assuming some increase in small group market enrollment as a result of these 

additional uninsured taking up insurance. 

5.2 Population Morbidity Impact on Single Risk Pool 

Similar to the individual market, the small group policies (other than those that are grandfathered or 

grandmothered) are rated as part of a separate single risk pool. Populations moving in and out of the 

single risk pool will have an impact on the rates that are charged for the entire pool.  

The populations that will have the most significant impact on the single risk pool in 2016 and 2017 are the 

migration of groups from grandmothered and grandfathered policies to ACA-compliant policies, 

uninsured who take-up insurance to avoid the penalty for not having insurance, and entry of groups of 

51-100 into the small group single risk pool. Groups that leave the small group market risk pool, including 

groups of 1 that are no longer considered ‘small group’ under ACA, groups that self-fund, and groups that 

drop coverage are assumed in this analysis to not have an impact on the overall morbidity of the pool. 

The impact of the changes on the morbidity of the individual market risk pool is summarized in Table 5.2.1.  

Table 5.2.1 

Projected Impact on Morbidity in the New Hampshire Small Group Market Single Risk Pool 

Migration Category 
Impact from 

2015 to 2016 

Impact from 

2016 to 2017 

Migration of individuals from GF / GM Policies to ACA compliant 0.0% -0.4% 

Increased take-up among uninsured -0.7% -0.2% 

Inclusion of 51-100 groups in single risk pool +2.6% N/A 

Cumulative Impact +1.9% -0.6% 

As part of a separate project for health insurers, Wakely found that based on emerging  claims experience 

in New Hampshire, groups in grandmothered and grandfathered policies were roughly 1% less costly than 

groups in single risk pool policies based on 2014 health status (i.e., normalizing for demographic 

differences). This indicates that as those grandfathered and grandmothered groups move into the single 

risk pool, they will slightly improve the overall health risk level of the single risk pool. 

Groups of 51-100 will enter the ACA small group single risk pool when the small group market is expanded 

in 2016. To comply with ACA small group rating restrictions, groups may lose their preferred rating 

statuses in effect prior to ACA compliance. For example, 

 Larger groups have a smaller rate up factor than smaller sized groups due to the group size 

rating factor. This rating factor is no longer allowed and hence, larger groups that were 

benefiting from this rating factor will get a rate-up to subsidize the smaller groups.  
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 Groups with younger populations will get a rate increase and the older groups will receive a rate 

decrease due to the ACA age rating restrictions.  

 Groups that may have had lower rates due to a healthier population than average will now be 

part of the single risk pool and will no longer benefit from the health status of their populations. 

As these groups join the single risk pool some groups, especially those with younger and/or healthier 

populations, will experience large rate increases. These groups of 51-100 will consider self-funding as an 

option. We assumed 50% of the healthiest groups, 10-20% of the moderately healthy, and 0% of the sicker 

groups in the single risk pool will choose to self-fund and leave the single risk pool.  This equates to 11% 

of the total members leaving the single risk pool and their morbidity is 0.43 relative to the single risk pool. 

This will leave the less healthy groups of 51 – 100 to join the small group risk pool, increasing the morbidity 

of the single risk pool. 

5.3 Small Group Market Single Risk Pool Premium Changes 

Premiums in the small group market will be impacted by the changes in morbidity described above, as 

well as medical trend (the federal reinsurance program does not apply to the small group market). 

Expected trends, based on those filed by New Hampshire insurers, are expected to be 7.5% per year for 

these policies. 

Normalized for changes in the expected mix of age and plan selections in the small group market, the 

impact of morbidity and trend are expected to result in average premium increases of approximately 9.4% 

from 2015 to 2016 and 6.9% from 2016 to 2017. Actual premiums may vary based on a variety of factors, 

including updated trend assumptions, plan design changes and resulting changes in utilization, changes in 

networks or medical management programs, changes in issuer administrative expenses and profits, and 

other assumptions made by the issuers in New Hampshire. 

6. CONCLUSIONS 

The anticipated changes to the health insurance markets over the next few years are expected to have a 

greater impact on the individual market than they will on the small group market. Enrolling the Medicaid 

expansion population in QHPs is expected to have a positive impact on the morbidity of the individual 

market, as is the phase out of grandmothered policies. In the small group market, the phase out of the 

grandmothered policies is expected to have minimal impact on the overall morbidity of the small group 

market single risk pool. Expansion of the small group market to groups with up to 100 employees could 

have a negative impact on the small group market single risk pool morbidity level, if a large number of 

healthier groups choose to self-fund. 
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7. ACTUARIAL CERTIFICATION 

I, Julia Lerche, am a Fellow in the Society of Actuaries (FSA) and a member of the American Academy of 

Actuaries (MAAA).  I meet the qualification standards for performing the actuarial analyses included in 

this report. 

Wakely Consulting Group, Inc. relied on information provided by NHID, active issuers and TPAs in New 

Hampshire, health insurance rate filings on SERFF, and publicly available information to develop the 

analysis in this report.  Please refer to the Methodology, Assumptions and Limitations of Analysis section 

for information on these reliances and limitations of the analysis. 


