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Executive Summary 

The COVID-19 pandemic has had an extraordinary, unprecedented, and severe impact on 
virtually all aspects of life in the United States. As significant an impact as the virus has already 
had, the potential ripple effect from the first months of the pandemic and the impact of the 
continued virus proliferation on our health care system could be immense. Given the potential for 
broad infection, significant increase in associated hospitalizations, and drastically reduced 
utilization for non-COVID services in Washington, the Washington Health Benefit Exchange 
(WAHBE) retained Wakely Consulting Group, LLC (Wakely) to better understand the potential 
effect of COVID-19 on Washington’s individual ACA market. Since the current coronavirus 
(COVID-19) pandemic is still evolving, the goal of the analysis is to provide a range of potential 
effects and serve as a point of reference for assisting WAHBE in evaluation and review of the 
carriers’ individual ACA market premium development for the 2021 benefit year. 

Recognizing all of the modeling challenges, we have compiled, for a wide range of assumed 
infection rates, estimates of the potential COVID-19-related premium impacts for private insurers 
operating in the Individual ACA market in Washington. Given the uncertainty on the rate and 
timing of infections, Wakely also included a set of scenarios that reflect savings to insurers as a 
result of individuals forgoing care, as these could have material impact on 2021 premium levels. 
Finally, we have estimated the effects of the potential enrollment shifts into and out of the 
Individual ACA market in Washington (e.g. ACA to Medicaid).     

We will start by acknowledging the astonishingly broad range of potential outcomes, even within 
a single geographic region and health insurance line of business. Our analyses rely, in part, on 
rapidly evolving data points and epidemiological studies from reputable sources. Wide variation 
in variables make it impractical to put forth precise cost projections for the next year (2021). These 
variables include data quality, testing availability and prioritization protocol, demographics, 
smoking incidence, timing and severity of intervention measures (e.g. social distancing, 
lockdowns, etc.), reported hospitalization rates and lengths of stay, hospitalizations requiring 
intensive care unit (ICU) services, health care system capacity and labor/supply constraints, the 
availability and efficacy of temporary health care facilities, case fatality rates by country/region, 
and true incidence rate, to name a few.    

Importantly, our modeling was performed based on emerging data and information available to 
us as of April 24, 2020. Considering the extraordinary pace at which available data is evolving 
and changing, there is potential that analysis performed later could yield material updates to the 
scenario estimates detailed herein.      

Considering the timing of the projected effect (2021), we explored a wide range of potential 
infection rates – the percent of the total population infected, including confirmed cases and cases 
that go untested, due to testing availability limitations and/or asymptomatic manifestation. Based 



 
page 4 

 

Impact of COVID-19 in 2021 Individual ACA Market in State of Washington WAHBE 
 

on published epidemiological studies1, we modeled infection rates ranging from 0.6% to 15.0% of 
the population in Washington. The lower bound of infection rates explores a scenario in which 
effective interventions drastically mitigate exposure versus unchecked virus proliferation.        

Recognizing limitations in testing availability as well as asymptomatic cases, we assume that a 
subset of true infections will be tested and confirmed to be positive cases. Within the subset of 
confirmed positive cases, we identify various categories of case severity, including ICU 
hospitalizations, non-ICU hospitalizations, non-inpatient cases that receive health care services, 
and cases that receive no health care services (recover at home). In order to derive cost estimates 
within each tranche of cases, we compiled utilization and unit cost information from various 
benchmark health care claim data resources for the treatment of similar conditions such as  
influenza and pneumonia. Particularly useful for the analysis, was WA All Payer Claim Database 
(APCD) data, provided by WAHBE, that helped refine our estimates. Within the benchmark cost 
data associated with treatment of similar conditions, we explored a wide range of treatment cost 
profiles, including inpatient, professional, outpatient, and potential pharmacy (Rx) costs.  

Due to various “lockdown” directives, including directives to delay elective and non-emergency 
procedures, as well as changes in enrollee behavior, a material portion of non-COVID-19 related 
services could be delayed or foregone. We have estimated a range of these foregone services 
that may remain foregone over the course of 2020 and 2021. This could result in lower 
expenditures, especially if lower value care is foregone.2 On the other hand, delayed services 
could lead to adverse and costly events associated with the absence of preventive care and poor 
management of chronic conditions, which has not been accounted for in this analysis. Economic 
stimulus in the form of the CARES Act was also recently passed. Wakely assumed that hospital 
capacity would not be adversely affected in 2020, partially as a result of CARES funding 
provisions. If there is a serious long term contraction of hospital services, this could materially 
impact costs. We also acknowledge that the wide variation in infection rates may drive local 
system capacity in some areas to be overwhelmed.  

We made several simplifying assumptions. The first is that issuers would not include profits or 
losses incurred in 2020 into their 2021 rates. The next is that while we acknowledge that the 
several epidomological models have higher rates of infection over a two year window than 
included in our analysis of 2021, we found the assumptions for infection rates reasonable, 
although note these levels could differ from our estimates, potentially materially. Additionally, in 
the higher infection rate scenarios (15.0%), we acknowledge that the estimated inpatient case 
incidence figures may exceed local bed capacity (in total and ICU-specific), even after adjusting 
for emergency capacity expansion such as  field hospitals and re-purposing of non-ICU beds to 
ICU. Finally, we note that introduction of new drugs or vaccines could influence costs. Wakely 

                                                 

1 See Appendix A for the list of sources used in the analysis. 
2 https://wahealthalliance.org/alliance-reports-websites/alliance-reports/first-do-no-harm/   
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completed its analysis on April 24, 2020 and any new information and policy changes since that 
date were not included in the analysis.  

The estimated range of 2021 premium change is from -13.1% to 19.9%. Table 1 presents the 
estimated range of 2021 premium changes by key assumption category used in this analysis. 

Table 1 – Estimated Range of 2021 Premium Changes in Washington Individual ACA 
Market Associated with COVID-19 

Key Assumption Assumption Range of Values 
Range of 
Premium 
Impacts 

High Boundary 
Scenarios 

High infection rate, high proportion of care is deferred 
care with more recoupment with 100% and 120% of 
provider capacity 

14.1% to 19.9% 

Low Boundary 
Scenarios 

High proportion of care is deferred care with no 
recoupment, low to medium infection rate, with low 
testing and vaccination rates  

-13.1% to -8.6% 

Table 2 presents a summary of enrollment, utilization and cost per service assumptions for a 
scenario assuming 5.0% infection rate with low enrollment. The table presents 2021 estimates of 
the number of individual ACA market enrollees assumed to be infected, the portion of the infected 
enrollees confirmed as positive COVID-19 case, and the subset of confirmed cases that become 
hospitalized (split between ICU and non-ICU hospitalization). While the modeling was completed 
at a demographic cohort level, the summary presents values aggregated over all demographic 
groups. The table also presents the estimated average market premium in 2021. The cost 
estimates represent COVID-19 direct treatment costs (not including testing and vaccination costs) 
and have been calibrated to match Washington market averages, and reflect average cost per 
service for five major service categories.  
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Table 2 – Enrollment, Utilization and Cost per Utilizer Assumptions  
in 5.0% Infection Rate Scenario, 2021 

 2021 
Estimate 

Total Non-Group Enrollment 252,000 

   Exchange Enrollment 214,000 

   Off-Exchange Enrollment 41,000 

  

Total Number Infected (includes those not tested) 13,900 

Number Confirmed Cases 7,900 

    

Average Premium, PMPM $550 

  

Utilization   

IP Hospital Services 1,500 

Non-ICU 1,200 

ICU  300 

OP Hospital Services 550 

Professional Services 2,350 

All Other Services 250 

Rx Services 1,000 
    
Cost per Utilizer   
IP Hospital Cost   

Non-ICU $26,000  

ICU  $54,000  

OP Hospital Cost $650  

Professional Cost $150  

All Other Services $950  

Rx Services $100  

 

  



 
page 7 

 

Impact of COVID-19 in 2021 Individual ACA Market in State of Washington WAHBE 
 

Introduction 

The Washington Health Benefit Exchange (WAHBE) retained Wakely Consulting Group, LLC 
(Wakely), to model the potential effect of COVID-19 on Washington’s individual ACA market. 
Wakely was tasked with quantifying various portions of the impact of COVID-19 related costs for 
the 2021 benefit year. This included three primary categories of analysis: COVID-19 related costs, 
changes in non-COVID-19 related utilization, and changes to Washington’s individual ACA market 
as a result of economic changes.   

This document has been prepared for the sole use of WAHBE. Wakely understands that the 
report may be made public. 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. 

Results of the Analyses 

The following is a summary of potential effects on 2021 premiums associated with COVID on 
Individual ACA market in Washington state. As discussed in greater detail in the methodology 
section, there is inherent and substantial uncertainty to these estimates.  

The analysis addressed three key drivers of the premiums: 

(1) Changes to size and morbidity of the individual market, 
(2) COVID-19 direct treatment and testing costs, and 
(3) Changes in non-COVID-19 related utilization as a result of deferred healthcare services. 

Changes to Size and Morbidity of Individual Market 

As a result of the pandemic and policies to combat the pandemic worldwide, Washington’s 
economy has suffered. The result is the expectation that a large number of individuals will become 
unemployed or have a loss of income. The loss of employer coverage and loss of income could 
result in changes in the number of individuals enrolled in plans in Washington’s individual market. 
Wakely, using available estimates of how the deterioration in the economy could impact individual 
market enrollment, provided a range of potential outcomes by applying national estimates of 
economic conditions in 2021 to the state.   

2021 Baseline Development 

To estimate the baseline enrollment, before the impact of COVID, Wakely used the January 
Wakely WAHBE projections for on-Exchange enrollment and average Exchange premiums for 
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2019, 2020, and 20213. Wakely used the interim risk adjustment data for the 2019 benefit year, 
adjusted by the ratio of interim to Final EDGE data in 2018, to calculate off-Exchange enrollment 
and average market premiums for 2019.4 Off-Exchange enrollment was assumed to be constant 
for 2020 and 2021 while average market premiums were assumed increase at the same rate as 
on-Exchange premiums for 2020 and 2021. Table 3 presents the resulting estimated enrollment 
in total, on and off Exchange, and the average premium per member per month (PMPM), with the 
aggregate premium revenue modeled for 2019 through 2021. 

Table 3 – Enrollment and Premium Projections 2021 Baseline (Pre-COVID) 

Baseline 
2019 

 (Estimated) 
2020 

 (Estimated) 
2021 

(Estimated) 

Average Annual Enrollment     

   Total Non-Group Enrollment 226,000 228,000 237,000 

       Exchange Enrollment 185,000 188,000 196,000 

       Off-Exchange Enrollment 41,000 41,000 41,000 

Per Member Per Month (PMPM) Amounts       

    Non-Group Premium  $570 $530 $550 

    Exchange Premium $570 $530 $550 

Total Annual Dollars (in millions)       

   Total Non-Group Premiums $1,537.1 $1,464.3 $1,556.0 

Enrollment Change Estimates 

Given the economic downturn, individual market enrollment and composition is expected to 
change. Wakely used the Health Management Associate's (HMA's) estimates for the state of 
Washington for the impact of COVID-19 on individual market enrollment.5 Wakely then adjusted 
HMA's estimates to account for Washington's estimated lower unemployment rate relative to the 
national average (as of the end of March)6 and interpolated scenarios of 15% and 20% 
unemployment for the state. Wakely found estimates of average unemployment between 10% 
and 20% for 2021 to not be unreasonable and consequently used scenarios of 10%, 15%, and 
20% national unemployment to estimate changes to the market. These estimates do not account 
for potential Federal stimulus that may lower the unemployment rate.  

Morbidity was estimated in two ways. The first approach assumes that the net change to enrollee’s 
morbidity would resemble the current market. The second approach assumes that the net change 
in enrollee morbidity would resemble those of special enrollment periods (SEPs). Previous 

                                                 

3 Wakely ‐ WAHBE Estimated Enrollment Report 02‐25‐2020.pdf 
4https://www.cms.gov/CCIIO/Programs‐and‐Initiatives/Premium‐Stabilization‐Programs/Downloads/Interim‐RA‐Report‐
BY2019.pdf 
5 https://www.healthsystemtracker.org/brief/how‐health‐costs‐might‐change‐with‐covid‐19 
6 https://tcf.org/content/commentary/new‐data‐show‐true‐march‐jobless‐rate‐near‐20‐percent 
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analysis estimated that enrollees with SEPs are approximately 10% more expensive than 
enrollees that enroll during open enrollment.7 Both morbidity assumptions were applied to arrive 
at high and low premium impacts for each unemployment scenario. It is important to note that the 
risk selection as described in the high scenario is a reflection of the fact that newly uninsured 
individuals taking up coverage as well those that may be exiting the individual marketplace could 
be impacted by affordability. In particular, uncertain economic conditions and likely lower income 
could impact individuals’ propensity to take up or maintain coverage. In the high scenario, it is not 
that the underlying population of those currently enrolled or those that are newly uninsured are 
necessarily sicker, but individuals that are sicker are more likely to prioritize spending on health 
care relative to other services because of affordability constraints. Consequently, those newly 
uninsured that take up coverage and and currently insureds that drop coverage may have some 
level of risk selection. Table 4 presents the estimates of 2021 enrollment by unemployment 
scenario and associated impact of the baseline premiums. Please note that these do not yet 
incorporate any COVID infection rate or cost assumptions. 

Table 4 – Enrollment and Premium Projections 2021 Impact (Post-COVID) 

 2021 Baseline 
(Pre-COVID) 

2021 Low  
(Post-COVID) 

2021 Medium 
(Post-COVID) 

2021 High  
(Post-COVID) 

Average Annual Enrollment       

   Total Non-Group Enrollment 237,000 252,000 278,000 292,000 

   Exchange Enrollment 196,000 214,000 252,000 278,000 

   Off-Exchange Enrollment 41,000 41,000 41,000 41,000 

     

 % Change in 2021 Premiums (without COVID 
treatment costs) 

      

Low Scenario 0.0% 0.0% 0.0% 

High Scenario 0.6% 1.7% 2.3% 

We have not performed iterative modeling of the impact of changing premiums due to COVID on 
the market enrollment, nor did we assume that issuers would try to recoup 2020 losses (if any) in 
2021 rates. 

COVID-19 Direct Treatment and Testing Costs 

Wakely used Washington’s All Payer Claims Database (APCD), and Wakely’s proprietary pricing 
tool to estimate potential costs related to COVID-19 treatment. The methodology used in the 
analysis focused on two drivers of the aggregate incremental cost associated with COVID 
treatment and diagnosis – (1) medical services utilization rate, given an assumed rate of infection, 
and (2) cost per medical service by major service category. The service categories included 

                                                 

7 https://www.ahip.org/wp‐content/uploads/2016/03/Oliver‐Wyman‐Analysis‐of‐SEP‐Enrollment‐in‐ACA‐Nongroup‐Market.pdf 
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inpatient, outpatient, testing, and vaccine related costs. The product of the two estimates 
produces aggregate cost for Individual ACA market in Washington.  

The medical utilization rate was estimated for a subset of the enrolled population assumed to be 
infected with COVID-19 using a broad range of assumed rates of infection in 2020 and 2021 - 
ranging from 0.6% to 15% of the population, with the ranges based on published epidemiological 
studies. As a simplifying assumption, a recurring rate of infection in 2021 was assumed to be 
similar to 2020 assumed rate of infection. The estimated rate of hospitalizations among the 
infected population by age category was released by the Centers for Disease Control and 
Prevention (CDC) on March 18, 2020 and updated through April 11. The assumed rate of infection 
was varied by age category using the relativities in Washington confirmed cases by age.8  The 
demographic relativities were applied to the baseline rate of infection (0.6%, 5.0% and 15.0%). 
Table 5 presents the three assumed levels of infection rates, the assumed rate of hospitalization 
among the confirmed infected cases and the resulting change in the market average premium, 
assuming no impact from deferred care shifts, low enrollment (and associated market morbidity) 
scenario, and a low impact of testing costs. 

Table 5 – Enrollment and Premium Projections 2021 Impact (Post-COVID) 
Assumption Low Medium High 

COVID-19 Assumed Infection Rate 0.6% 5.0% 15.0% 

COVID-19 Proportion of Infected Confirmed as Positive Case 57% 57% 57% 

COVID-19 Assumed Rate of hospitalizations among 
confirmed cases  

10.8% 10.8% 10.8% 

        

% Change in 2021 Premiums 1.0% 5.5% 15.7% 

The estimated average cost per service was modeled on historical costs for conditions that may 
represent a similar cost profile. Specifically, International Classification of Diseases, 10th revision 
(ICD-10) diagnoses in the code groups J09 through J18, representing varying levels of influenza 
and pneumonia, as well as inpatient admission with a target range of DRGs (see Appendix B for 
the list of DRGs used) served as proxy conditions with similar treatment and cost profiles. Wakely 
relied on Wakely ACA proprietary claim database (WACA) and average cost per admission 
estimates from Washington APCD database as sources for this analysis. All services with the 
above specified codes were identified and the cost per service was determined by major service 
category. Since the WACA experience data was from 2017 time period, costs per service data 
were trended to target time periods (2020 and 2021) using average trends as reported in 2020 
URRT public use files in the state of Washington ACA Individual market. The definition of a 
‘service’ varied by the major service category representing inpatient admissions, outpatient visits, 
professional services, home health visits among other ancillary services, and prescription 

                                                 

8  Based  on  published  number  of  positive  confirmed  cases  as  of  April  18,  2020.    Accessed  at: 
https://www.doh.wa.gov/Emergencies/Coronavirus.  
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medications. Table 6 presents COVID treatment cost per service assumptions used in the 
analyses.  

Table 6 – WA ACA Individual Market COVID-19 Direct Unit Cost by Service Category, 2021 

Major Service 
Category 

Service Unit 
Cost per Service, 

2020 
Cost per Service, 

2021 

Inpatient Hospital Admission $31,200  $33,300  

Outpatient Hospital Visit $810  $850  

Professional Visit $170  $180  

Other Medical Service $1,130  $1,190  

Prescription Drug Script $190  $200  

As a simplifying assumption and aligned with ACA pricing rules, Wakely estimated incurred claim 
costs for 2021 and did not include potential premium changes that may occur as a result of 
changes in 2020 incurred claims. Furthermore, Wakely assumed that the current Federal 
requirements for issuers to cover testing, but not treatment for COVID-19 at no cost to the 
enrollee. Finally, Wakely did not include long term costs related to recovering from COVID-19, 
given the current lack of data.  

In addition to the treatment costs estimated using COVID-like condition treatment based on 
historical claim experience, Wakely assumed a range of prevalence of testing and associated 
costs per service for COVID-19 testing, vaccination, anti-viral medications (assuming these will 
become available in 2021) and additional telehealth visits. Note that current testing prevalence is 
well below 25%, and many sources of testing such as testing to return to work or travel may not 
be covered by health insurance. Table 7 presents the low and high ranges of these estimates and 
the resulting change in the market average premium, assuming no impact from deferred care 
shifts, and a medium assumed rate of infection of 5.0%. 
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Table 7 – Enrollment and Premium Projections 2021 Impact (Post-COVID) 
Assumption Low High 

COVID-19 Test Utilization (% of members) 25.0% 50.0% 

COVID-19 Cost per Test $50.00  $100.00  

      

COVID-19 Vaccine Utilization (% of members) 50.0% 90.0% 

COVID-19 Cost per Vaccination service $80.00  $120.00  

      

COVID-19 Anti-Viral Drug Utilization (% of members) 10.0% 20.0% 

COVID-19 Anti-Viral Drug Cost per Treatment $15.00  $15.00  

      

Additional Telehealth Utilization (% of members) 15.0% 30.0% 

Telehealth Cost per Visit $80.00  $80.00  

      

% Change in 2021 Premiums 5.5% 7.6% 

Changes in Non-COVID-19 Utilization as a Result of Deferred Health Care 
Services  

As a part of social distancing policies and norms, there has been a large reduction in non-COVID-
19 related utilization in 2020. Wakely modeled a number of scenarios in which 1) delayed care in 
2020 results in an increase of care in 2021, 2) delayed care needs are met in 2020, and 3) ongoing 
infections and other pressures produce a continued decrease in non-COVID-19 related utilization. 

Wakely relied on its pricing tool to estimate potential changes in claim cost due to changes in non-
COVID-19 related utilization. We began by estimating the baseline pre-COVID utilization, cost per 
services, and the overall allowed claim costs in 2020 and 2021 individual ACA market in 
Washington  as shown in Tables 8 and 9. 

Table 8 – WA ACA Individual Market Claim Cost 2020 Baseline (Pre-COVID) 

Major Service 
Category 

Utilization / 
1000 

Allowed 
Cost per 

Unit 

Allowed Cost 
PMPM 

Member 
Cost Share 

PMPM 

Plan Paid 
Cost PMPM 

Inpatient Hospital 57 $19,161  $91  $8  $83  

Outpatient Hospital 2,553 $618  $131  $34  $97  

Professional 15,353 $123  $157  $42  $115  

Other Medical 408 $897  $31  $7  $23  

Prescription Drug 10,752 $109  $98  $19  $79  

Total 
 

$209  $508  $111  $397  

 



 
page 13 

 

Impact of COVID-19 in 2021 Individual ACA Market in State of Washington WAHBE 
 

Table 9 – WA ACA Individual Market Claim Cost 2021 Baseline (Pre-COVID) 

Major Service 
Category 

Utilization 
/ 1000 

Allowed 
Cost per 

Unit 

Allowed Cost 
PMPM 

Member Cost 
Share PMPM 

Plan Paid 
Cost 

PMPM 
Inpatient Hospital 59 $20,407  $100  $9  $91  

Outpatient Hospital 2,633 $651  $143  $36  $106  

Professional 15,776 $130  $170  $45  $126  

Other Medical 419 $945  $33  $8  $25  

Prescription Drug 11,164 $116  $108  $21  $87  

Total 
 

$221  $554  $119  $435  

We then considered a potential portion of services that could be deferred in 2020, as well as in 
2021. Using a combination of estimates from published sources9 and actuarial judgment, we have 
estimated a low and high range of the  proportion of services that could be deferred as a result of 
COVID-induced cancellation of non-emergency medical procedures during the peak periods of 
pandemic, and impact 2021 incurred costs and premiums. Tables 10 and 11 present the 
assumptions for the range of baseline services that may be deferred and the portion of the 
deferred services that would be recovered in 2020 and 2021, respectively. The values assume a 
scenario of medium rate of infection of 5.0%, low level of testing/vaccination, and low enrollment 
in the market. The underlying assumption in the proportion of deferred services that could be 
potentially recovered is that pre-COVID utilization reflects 100% of provider capacity and that 
there is not a lot of slack in the providers’ capacity and ability to provide services above that level. 
As a result, some portion of the services would be foregone.   

Table 10 – WA ACA Individual Market 2020 Deferred Care Assumptions 

Major Service 
Category 

% of Baseline Services Deferred % of 2020 Deferred Services 
Recovered in 2021 

  Low High 

Inpatient Hospital 14.1% 28.2% 24.8% 

Outpatient Hospital 20.9% 41.9% 38.3% 

Professional 20.7% 41.5% 37.1% 

Other Medical 2.8% 5.6% 8.6% 

Prescription Drug 0.0% 0.0% 0.0% 

 

 

 

                                                 

9  Peterson‐KFF  Health  System  Tracker.  How  health  costs  might  change  with  COVID‐19.  April  15,  2020.  
https://www.healthsystemtracker.org/brief/how‐health‐costs‐might‐change‐with‐covid‐19Costs 
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Table 11 – WA ACA Individual Market 2021 Deferred Care Assumptions 

Major Service 
Category 

% of Baseline Services Deferred % of 2021 Deferred 
Services Recovered in 2021 

  Low High 

Inpatient Hospital 7.0% 14.1% 0.0% 

Outpatient Hospital 10.5% 20.9% 39.9% 

Professional 10.4% 20.7% 42.5% 

Other Medical 1.4% 2.8% 0.0% 

Prescription Drug 0.0% 0.0% 0.0% 

Since the COVID-19 pandemic is already affecting health care delivery in 2020, it is likely that a 
portion of services that would have been incurred in 2020 will be delayed into 2021. Additionally, 
there would be a portion of services that would have been incurred in the first half of 2021 that 
would be delayed into the second part of the year and some delayed into 2022. Hence, 2021 
premiums need to account for both shifts in delayed utilization of care. Finally, we are assuming 
that a portion of these services can be recouped up to the provider capacity at a given point in 
time to deliver such services. Table 12 presents the assumptions regarding the distribution of 
deferred care in 2020 and in 2021 by quarter from the first quarter of 2020 through the first quarter 
of 2022. These assumptions were used to distribute the utilization of deferred services and 
estimate a portion of these services that would be recouped. 

Table 12 – Distribution of Deferred Care in WA ACA Individual Market Claim Cost 
 in 2020 and 2021 

 2020 2020 2020 2020  2021 2021 2021 2021  2022  
Deferred 

Care 
From 

Q1 Q2 Q3 Q4  Q1 Q2 Q3 Q4  Q1 Total 

2020 15% 35% 20% 20%  10%      100% 
2021      20% 30% 20% 20%  10% 100% 

We have performed additional sensitivity testing around this assumption varying the degree to 
which services could be delayed, as well as provider operating capacity following the peak 
pandemic periods. 

Scenario Testing 

We have included several scenarios in order to sensitivity test each of the key sets of assumptions 
in the analysis. The intent of the scenarios is to provide a range of effects on 2021 premium from 
varying each assumption in isolation (some scenarios did include interactions of several 
assumptions). Various scenarios and factors can significantly impact these estimates. A few 
examples include:  
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 True rates of infection in the population and the timing of when these occur.    
 How the financial pressures will impact ongoing provider capacity (e.g., hospitals closing 

vs. expanding capacity to meet the demand after the lockdown) 
 Availability of reliable and cost effective mass-population testing for COVID-19 

Please note that we do not make any projections as to likelihood of any scenario. Table 13 
presents a high-level summary of premium change ranges by COVID-19 severity. The 
directionality of results suggests a higher impact on premiums if infection rates are higher, if the 
testing/vaccination rates are higher, if the projected enrollment is higher, and if there is increased 
provider capacity to recoup delayed services by as much as 20%. However, the impact of 
decreases in utilization from deferred care outweighs the increases in COVID-related care 
utilization, thereby decreasing the market premiums by as much as -13%.    

Table 13 – High-level Premium Changes in WA ACA Individual Market  
by COVID-19 Impact Severity 

Severity Scenario Range of Premium Impacts 
Low impact scenario -13.1% to -8.6% 

Medium impact scenario -1.5% to 8.0% 

High impact scenario 14.1% to 19.9% 

The following is a more in-depth breakdown of those scenarios. The level of infection and resulting 
costs, particularly inpatient costs, is a significant potential driver of premium increases. For 
example, Wakely estimated potential premium increases in scenarios of infection rates of 0.6%, 
5.0%, and 15.0%. The result of those costs of infections alone ranged from 1.0% to 15.7%. 
However even holding  infection rate constant, there can be significant differences in premium. 

Table 14 presents a summary of premium change ranges by COVID-19 by category of the key 
assumption being stress-tested. Holding constant an infection of 5.0% (or a 5.5% increase in 
premiums due to direct COVID related inpatient costs), there were still significant differences in 
premium increases. The summary of these results suggests the most influential factors include 
the rate of infection in the population and the amount of deferred care, which work in the opposite 
directions offsetting each other to some extent.    

Table 14 – Premium Change Ranges in WA ACA Individual Market by Key Assumption, 
Medium Infection Rate  

Key Assumption Assumption Range of Values 
Range of 
Premium 
Impacts 

COVID Testing and 
Vaccination Rates 

Low and high rates of COVID testing, vaccination, along 
with high and low cost estimates for test and vaccinations 

5.5% to 7.6% 
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Deferred Care Low and high rates of deferred care in 2020 and 2021, 
with no to some care recoupment in 2021 

-13.1% to 5.5% 

Enrollment Impact Low, medium and high enrollment impacts with 
associated changes in risk pool morbidity changes, 
assuming medium 5.0% infection rate 

5.5% to 8.0% 

Table 15 presents the premium changes for low and high boundary scenarios which combine 
several effects. The change in premium is calculated by comparing the projected 2021 average 
market premium per member per month to the projected premium in absence of COVID. 

Table 15 – Premium Changes in WA ACA Individual Market For Boundary Scenarios  

Key Assumption Assumption Range of Values 
Range of 
Premium 
Impacts 

High Boundary 
Scenarios 

High infection rate, high proportion of care is deferred 
care with more recoupment with 100% and 120% of 
provider capacity 

14.1% to 19.9% 

Low Boundary 
Scenarios 

High proportion of care is deferred care with no 
recoupment, low to medium infection rate, with low 
testing and vaccination rates  

-13.1% to -8.6% 

Appendix B presents additional details on the methodology and assumptions for each scenario.  
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Appendix A: Reliances and Limitations 

Wakely relied primarily on the Wakely’s ACA Database (WACA) 2017 experience. WACA 
contains detailed claims, eligibility and premium data from Edge Servers for almost 7 million 
individual and small group market lives in 2017, 8.5 million lives in 2016, and three million lives 
for 2015. This certified de-identified data contains most HHS Edge Server fields. WACA is 
perhaps the most robust database containing detailed ACA data available in the industry. Claims 
data reflect all medical (inpatient, outpatient, and professional), durable medical equipment, home 
health, prescription drugs, and other services. 

Claim data reflect details on Current Procedural Terminology (CPT), diagnosis-related group 
(DRG), revenue codes, International Statistical Classification of Diseases and Related Health 
Problems 10th revision (ICD-10, or ICD-9, depending on claim incurred date) diagnosis codes, 
and other common claim identifier elements. Claim data contain sufficient run-out to be 
considered over 99% complete. Enrollment data contain demographic details such as age, 
gender, region, months of enrollment, and other common identifying information. 

Wakely also relied on the following public data sources to inform the assumptions used in the 
analyses: 

 CDC (rates of hospitalization and deaths) 
 Rate of Infection (as noted in references) 
 2020 ACA Rate Filings Public Use Files 
 Health Management Associates Estimates of Impact of COVID-19 on Enrollment 

o https://www.healthmanagement.com/wp-content/uploads/HMA-Estimates-of-
COVID-Impact-on-Coverage-public-version-for-April-3-830-CT.pdf 

 The Century Fund's estimate of true unemployment as of March 
o https://tcf.org/content/commentary/new-data-show-true-march-jobless-rate-near-

20-percent 
 IHME COVID model projections for Washington in 2020. Accessed on April 18, 2020. 

o https://covid19.healthdata.org/united-states-of-america/washington 

 Washington State Department of Health. 2019 Novel Coronavirus Outbreak (COVID-19). 
o https://www.doh.wa.gov/Emergencies/Coronavirus 

 The COVID Tracking Project – accessed on April 18, 2020 
o https://docs.google.com/spreadsheets/d/e/2PACX-1vRwAqp96T9sYYq2-

i7Tj0pvTf6XVHjDSMIKBdZHXiCGGdNC0ypEU9NbngS8mxea55JuCFuua1MUe
Oj5/pubhtml# 

 Suppression of COVID-19 outbreak in the municipality of Vo, Italy. Enrico Lavezzo, et al. 
medRxiv 2020.04.17.20053157;  

o doi: https://doi.org/10.1101/2020.04.17.20053157 
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 Incidence, clinical outcomes, and transmission dynamics of hospitalized 2019 coronavirus 
disease among 9,596,321 individuals residing in California and Washington, United 
States: a prospective cohort study. Joseph A Lewnard, et al. medRxiv 
2020.04.12.20062943;  

o doi: 
https://doi.org/10.1101/2020.04.12.20062943https://www.cdc.gov/mmwr/volumes
/69/wr/mm6912e2.htm#F1_down 

 Severe Outcomes Among Patients with Coronavirus Disease 2019 (COVID-19) — United 
States, February 12–March 16, 2020. MMWR Morb Mortal Wkly Rep. ePub: 18 March 
2020.  

o DOI: http://dx.doi.org/10.15585/mmwr.mm6912e2external icon. 

 WA APCD information on average cost for target DRGs and procedure codes in 2018. 
 Centers for Disease Control and Prevention. Coronavirus Disease 2019 (COVID-19).  

o https://www.cdc.gov/coronavirus/2019-ncov/covid-
data/covidview/index.html?CDC_AA_refVal=https%3A%2F%2Fwww.cdc.gov%2
Fcoronavirus%2F2019-ncov%2Fcovid-data%2Fcovidview.html 

 Wakely 2017 ACA proprietary claim and enrollment database. 
 U.S. Census Bureau, Current Population Survey Table Creator (2018). State of 

Washington.  
 Peterson-KFF Health System Tracker. How health costs might change with COVID-19. 

April 15, 2020.   
o https://www.healthsystemtracker.org/brief/how-health-costs-might-change-with-

covid-19/ 

 Special enrollment periods and the non-group, ACA copmliant market. Oliver Wyman. Feb 
25, 2016.  

o https://www.ahip.org/wp-content/uploads/2016/03/Oliver-Wyman-Analysis-of-
SEP-Enrollment-in-ACA-Nongroup-Market.pdf 

Limitations 

 High Risk Conditions. While Wakely did make adjustments for age and gender in its 
analysis, it did not adjust for individuals with higher-risk conditions for different lines of 
business. The CDC acknowledges that individuals with high-risk conditions (such as 
obesity, heart disease, or severe asthma) are more at risk for severe complications.10 
Differences in health status, holding constant age and gender, between lines of business 
could result in differences from what is included in our estimates.  

 Out of Network Costs and Cost-Sharing. Wakely also did not adjust for potential out of 
network costs. If individuals receive treatment out of network, costs for carriers could be 

                                                 

10 https://www.cdc.gov/coronavirus/2019-ncov/specific-groups/people-at-higher-risk.html 
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significantly higher. Our analysis did not take into account announcements made by health 
insurance providers that they are waiving out-of-pocket costs for COVID-19 testing and 
treatment – which shifts the responsibility for those costs from the patient to the insurance 
provider. 

 Price Changes. The cost data used was measured from historical cost databases. 
Wakely implicitly assumed that unit costs derived from historical databases would be 
relatively stable despite the pandemic. If prices increase due to shortages or price 
gouging, the figures presented may underestimate true cost.  

 Changes in Disease Costs. Wakely did not model any changes in the long term costs 
for infected individuals. Individuals that have severe symptoms from the virus may require 
additional medical services. Wakely also assumed that infected individuals would not be 
re-infected by the disease. Finally, Wakely did not account for any potential savings due 
to increased mortality among high risk individuals with co-morbidities.   

The information contained in this report is not intended, not appropriate, nor sufficiently detailed 
to be used in product pricing.  
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Appendix B: Scenario Assumptions 

Table B1 – Premium Changes in WA ACA Individual Market For Each Scenario Tested 

 Key Assumption Description of Assumption Sensitivity Scenario 
Pre COVID 
Premium 
PMPM 

Post COVID 
Premium 
PMPM 

 Premium 
Change % 

1 COVID Infection Rate Low COVID-19 infection rate $550  $556  1.0% 

2 Medium COVID-19 infection rate $550  $580  5.5% 

3 High COVID-19 infection rate $550  $636  15.7% 

4 COVID Testing and 
Vaccination Rates 

Medium COVID-19 infection rate with low testing  
prevalence and vaccination rates 

$550  $580  5.5% 

5 Medium COVID-19 infection rate with high testing  
prevalence and vaccination rates 

$550  $592  7.6% 

6 Deferred Care No deferred care $550  $580  5.5% 

7 High proportion of care is deferred care with no recoupment $550  $503  -8.6% 

8 Low proportion of care is deferred care with no recoupment $550  $542  -1.5% 

9 High proportion of care is deferred care with some recoupment 
(from both 2020 and 2021) 

$550  $574  4.3% 

10 No deferred care but some increased cost due to unmet  
needs in 2020 

$550  $551  0.2% 

11 Enrollment Impact Low enrollment with Scenario 2 $550  $580  5.5% 

12 Medium enrollment with Scenario 2 $550  $590  7.4% 

13 High enrollment with Scenario 2 $550  $594  8.0% 

14 Low Boundary 
Scenarios 

High proportion of care is deferred care with no recoupment  
and low infection rate, low testing and vaccination rates 

$550  $478  -13.1% 

15 High proportion of care is deferred care with no recoupment $550  $503  -8.6% 

16 High Boundary 
Scenarios 

High proportion of care is deferred care with some recoupment,  
with high infection rate 

$550  $627  14.1% 

17 High proportion of care is deferred care with more recoupment  
with 120% of provider capacity, with high infection rate 

$550  $659  19.9% 
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Table B2 – Scenario Assumptions 

Scenario Key Assumption Description of Assumption Sensitivity Scenario 
COVID-19 
Infection 

Rate (2021) 

Deferred 
Care 

Recoupment of 
Deferred Care? 

Provider 
Capacity 

Testing 
prevalence and 

vaccination 
rates 

Enrollment 
Scenario 

1 COVID Infection 
Rate 

Low COVID-19 infection rate 0.6% None None 100% Low Low 

2 Medium COVID-19 infection rate 5.0% None None 100% Low Low 

3 High COVID-19 infection rate 15.0% None None 100% Low Low 

4 COVID Testing and 
Vaccination Rates 

Medium COVID-19 infection rate with  
low testing prevalence and vaccination rates 

5.0% None None 100% Low Low 

5 Medium COVID-19 infection rate with  
high testing prevalence and vaccination rates 

5.0% None None 100% High Low 

6 Deferred Care No deferred care 5.0% None None 100% Low Low 

7 High proportion of care is deferred care  
with no recoupment 

5.0% High None 100% Low Low 

8 Low proportion of care is deferred care  
with no recoupment 

5.0% Low None 100% Low Low 

9 High proportion of care is deferred care  
with some recoupment (from both 2020 and 2021) 

5.0% High High 100% Low Low 

10 No deferred care but some increased cost  
due to unmet needs in 2020 

5.0% None Low 100% Low Low 

11 Enrollment Impact Low enrollment with Scenario 2 5.0% None None 100% Low Low 

12 Medium enrollment with Scenario 2 5.0% None None 100% Low Medium 

13 High enrollment with Scenario 2 5.0% None None 100% Low High 

14 Low Boundary 
Scenario 

High proportion of care is deferred care with no  
recoupment and low infection rate, 
 low testing and vaccination rates 

0.6% High None 100% Low Low 

15 High proportion of care is deferred care with no  
recoupment and medium infection rate, 
 low testing and vaccination rates 

5.0% High None 100% Low Low 

16 High Boundary 
Scenario 

High proportion of care is deferred care 
 with some recoupment, with high infection rate 

15.0% High High 100% Low Low 

17 High proportion of care is deferred care  
with more recoupment with 120% of provider 
capacity, with high infection rate 

15.0% High High 120% Low Low 
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Charts B3-B6 graphically demonstrate the impact of COVID treatment cost, deferred care and 
any recoupment on inpatient hospital utilization rates during 2020-2021, on quarterly basis.  The 
following are key comparisons to note: 

 The area between baseline pre-COVID utilization (dark blue dash line) and the post-
COVID utilization reduced for deferred care (light blue line) represent the amount of 
services that are delayed due to COVID restrictions.   

 The area between post-COVID utilization with COVID and deferred care reductions (red 
line) and the post-COVID reduced for deferred care (light blue line) represent the amount 
of services used to treat COVID.   

 Finally, the area between post-COVID utilization with COVID and deferred care reductions 
(red line) and the post-COVID reduced for deferred care with recoupment of care (green 
line) represent the amount of services that can be recouped.   

The selected scenarios in the charts below present the potential outcomes of the assumptions 
regarding the rate of infection, the amount of deferred and recouped care, and provider capacity. 

Chart B3 – Scenario 7 Deferred Care Effects 
High proportion of care is deferred care with no recoupment 
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Chart B4 – Scenario 9 Deferred Care Effects 
High proportion of care is deferred care with some recoupment 

 

Chart B5 – Scenario 16 Deferred Care Effects 
High proportion of care is deferred care with some recoupment, with high infection rate 
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Chart B6 – Scenario 17 Deferred Care Effects 
High proportion of care is deferred care with some recoupment, with high infection rate, 

120% provider capacity 

 

 

Table B7 - List of COVID-like Diseases Codes  

Code Type Code Range 

ICD-10 Code  J09.XX-J18.XX 
DRGs 163-168, 189, 193-195, 204, 207, 208 
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Appendix C: Disclosures and Limitations 

Responsible Actuaries. Aree Bly and Ksenia Whittal are the actuaries responsible for this 
communication. They are Members of the American Academy of Actuaries and Fellows of the 
Society of Actuaries. They meet the Qualification Standards of the American Academy of 
Actuaries to issue this report. Michael Cohen also contributed to this report.  

Intended Users. This information has been prepared for the sole use of the management of 
Washington Health Benefit Exchange (WAHBE) and cannot be distributed to or relied on by any 
third party without the prior written permission of Wakely. This information is confidential and 
proprietary. Wakely does not intend to create a reliance to these outside parties and these 
materials may not be released to third parties without Wakely’s prior written consent, and when 
consent is granted, the materials should be provided in their entirety. The parties receiving this 
report should retain their own actuarial experts in interpreting results.  

Risks and Uncertainties. Please note that these results are preliminary and are subject to 
change as we gather input, and potentially refine the modeling methodology and assumptions.  
Users of the results should be qualified to use it and understand the results and the inherent 
uncertainty. Actual results may vary, potentially materially, from our estimates. It is the 
responsibility of the readers receiving this output to review the assumptions carefully and notify 
Wakely of any potential concerns.  

Conflict of Interest. The responsible actuaries are financially independent and free from conflict 
concerning all matters related to performing the actuarial services underlying these analyses. In 
addition, Wakely is organizationally and financially independent of WAHBE.  

Data and Reliance. We have relied on information and data provided by WAHBE and other public 
data sources in the analysis.  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. These analyses are based on the implicit assumption that the ACA will 
continue to be in effect in future years with no material change. Material changes in state or federal 
laws regarding health benefit plans may have a material impact on the results included in this 
analysis. Furthermore, changes in state or Federal law such as issuer responsibilities for COVID 
costs, economic stimulus packages, changes to treatment and utilization for current standards, 
and other COVID related changes from what is presently known were not included in the analysis. 
There are no other known relevant events subsequent to the date of information received that 
would impact the results of this report.  
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Contents of Actuarial Report. This document constitutes the entirety of actuarial report and 
supersedes any previous communications on the project.  

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 are in compliance 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 

 

 

 

 

 


