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Section 1: Waiver Submission Request and Nevada Public Option Overview

A: High-Level Summary

The state of Nevada is seeking approval of a Section
1332 waiver application in accordance with Nevada
Revised Statutes (NRS) 695K.210 as part of the state’s
effort to establish a public health insurance option. The
Public Option aligns with the state’s efforts to control
the growth of health care costs while improving access
to coverage for Nevadans.! The authority to establish
this new program was passed by the 2021 Nevada State
Legislature and signed into law on June 9, 2021.%2 The
waiver requested would be in effect from January 1,
2026 to December 31, 2030 and, as further explained
below, seeks to waive Section 1312(c)(1) of the
Affordable Care Act {ACA) in order to implement the
Public Option’s statutorily required premium
reductions.

For the Nevada Public Option to meet the federal
requirements for a 1332 waiver, the program must
satisfy four federal guardrails: affordability, scope of
coverage, comprehensiveness, and deficit neutrality for
the federal government. The independent actuarial
analysis conducted by the firm Milliman, Inc. shows that
Nevada’s Public Option waiver meets these federal
requirements for a 1332 waiver under each scenario
modeled and estimates the potential for federal savings
of $341M to $464M in the first five years, most of which
can be reinvested in Nevada’s health care system by
virtue of this waiver.

State law requires that the Public Option be offered as
a qualified health plan (QHP) (as defined by 42 U.S.C. §
18021) in the state’s nongroup market starting January
1, 2026. Nevada consumers will be able to shop for and
purchase Public Option plans through the state’s online
health insurance marketplace known as Nevada Health
Link (the Silver State Health Insurance Exchange) or
directly from a health carrier selling health insurance in
the state’s individual market. Qualifying consumers

Actuarial and Economic Analysis - Highlights

Financial Estimates

e Potential for up to $341 to $464 million in
savings in the first five years, a significant
portion of which could be passed on to
State under 1332 waiver depending on
use of new federal funds and Exchange
enrollment.

e Savings passed on to State in first 10
years estimated near $1 billion.

Affordability Gains

e Public Option expected to provide more
affordable health care coverage to
55,300 Nevadans in year one and up to
92,500 (Yr. 5).

Coverage Estimates

¢ Uninsured who are eligible for Exchange
coverage decreases by 10-12% (Yr. 5)
with new Public Option.

Provider Revenue Impact

o Minimal impact to provider revenue
expected with new Public Option plans as
individual market revenue makes up
smallest portion of provider payor mix in
Nevada (at 3%).

¢ Revenue decreases will be partially offset
by higher volume of service utilization
and reductions in uncompensated care
costs.

e State also intends to impose a limit on
spending by carriers on administrative
costs  (includes profits, salaries,
overhead, etc.); this will ensure carriers
do not fully offset the cost of the
premium reduction targets on providers
and that carriers must absorb a fair
portion of these costs.

1 Other state policies focused on reducing health care costs for Nevadans include the December 2021 Executive Order
establishing cost control benchmarks and the September 20222 implementation of a statewide drug discount card program.

2 Senate Bill 420 (2021); Nev. Revised Stat. 695K.
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purchasing the Public Option on the State Exchange can receive federal Affordable Care Act (ACA)
subsidies to help offset the cost of the Public Option plan.

State law directs the Nevada Department of Health and Human Services (Nevada DHHS) to establish the
Public Option program in consultation with the Executive Director of the Silver State Health Insurance
Exchange (Exchange) and the Commissioner of the Nevada Division of Insurance (DOI). To administer and
operate the program, state law requires that Nevada DHHS seek to contract directly with health insurance
carriers to serve as vendors for offering the new Public Option plans through its state procurement
process, which must be held simultaneously with its Medicaid managed care procurement. The resulting
contract arrangements for the Public Option plans between DHHS and health carriers creates a public-
private operations model for Nevada’s Public Option, where the carrier maintains its private role as the
risk-bearing entity and insurer and the state plays a new purchasing and oversight role seeking to enforce
state law and priorities for these plans on behalf of consumers in the individual health insurance market.

State law also provides that any health carrier seeking to do business with Nevada Medicaid as a managed
care organization (MCO) must submit a “good faith bid” to offer a Nevada Public Option product. These
provisions will allow the state to leverage its more than $2 billion in purchasing power in Medicaid
managed care with health carriers to drive and enforce reforms in the individual health insurance market.

As further outlined in this waiver application, state law requires insurance carriers, under contract to offer
the Public Option, to meet certain premium reduction targets.® These targets are slated to achieve at least
a 16% reduction in premiums over the first four years of the program. In turn, this will generate new
federal pass-through funds for the state of Nevada as provided for under Section 1332 of the ACA. The
state must use these new federal funds as outlined under state law to pay for all state operational costs
for the Public Option (which includes covering the cost of new agency staffing and vendor costs in addition
to costs for the state’s Exchange navigator program). Such requirement makes the state’s operations of
the new program after implementation contingent on 1332 waiver approval.

The remaining federal pass-through funds can be utilized by the state to increase affordability of coverage
for consumers as set forth in state law. Therefore, the state intends to use the remaining federal pass-
through funds to pay for additional premium subsidies to be provided by the state to further reduce the
cost of health care for consumers who shop for health insurance through Nevada Health Link (the State
Exchange), which will include the new Public Option plans. These new state premiums also come at a
critical time when the expanded federal premium subsidies available under the American Rescue Plan
(ARPA) for State Exchanges are set to expire. If these enhanced federal subsidies expire as scheduled in
2025, the new state premium subsidies will be essential to mitigating the increase in premium costs to
consumers who purchase coverage through Nevada Health Link.

To enforce the statutory requirements for the Public Option (like the premium reduction targets), state
officials intend to utilize the new contracts with health carriers which will include certain financial
penalties and/or sanctions that can be imposed by the state when carriers do not meet their contractual
obligations. The new contractual arrangements also enable the state to impose requirements that go
above and beyond those set forth in state law, including, for example, heightened network adequacy

3 This premium reduction target expires on January 1, 2030.
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standards, limits on administrative spending for plans, and/or new quality improvement standards that
will be specific to the Public Option plans.

B: Waivable Provision

Nevada seeks a federal waiver of Section 1312(c)(1) of the ACA to implement the premium reduction
targets and obtain the necessary funding to carry out the provisions of the state law. This section, which
has implementing regulations at 45 CFR 156.80, limits the factors on which issuers can justify premium
rate variations for a particular plan from the index rate.

Under 45 CFR 156.80(d)(2), an “issuer may vary premium rates for a particular plan from its market-wide
index rate for a relevant state market based only on the following actuarially justified plan-specific
factors,” which include:

e the actuarial value and cost-sharing design of the plan;

e the plan’s provider network, delivery system characteristics, and utilization management
practices;

e the benefits provided under the plan that are in addition to the essential health benefits;

e administrative costs, excluding Exchange user fees; and

e with respect to catastrophic plans, the expected impact of the specific eligibility categories for
those plans.

A federal waiver of Section 1312(c)(1) will allow Public Option plans to make plan-level adjustments to
the market-wide adjusted index rate, which otherwise would be impermissible under 45 CFR 156.80(d)(2).
Waiving this federal requirement and associated regulations would permit carriers to adjust premiums to
meet premium reduction targets for Public Option plans, satisfying the state law requirement (NRS
695K.200) to impose premium reduction targets and allowing Nevada to obtain the necessary federal
pass-through funding to fund the required state-administrative duties and activities necessary to operate
the program as outlined under state law.

C: Nevada Public Option Detailed Description
The Public Option was established by Senate Bill (SB) 420 (2021) and signed into law on June 9, 2021, and
later codified in NRS Chapter 695K. The stated statutory purpose of the Public Option is to:

e Leverage the combined purchasing power of the State to lower premiums and costs relating to
health insurance for residents of this State

e Improve access to high-quality, affordable health care for residents of this State, including
residents of this State who are employed by small businesses

e Reduce disparities in access to health care and health outcomes and increase access to health
care for historically marginalized communities; and

e Increase competition in the market for individual health insurance in this State to improve the
availability of coverage for residents of rural areas of this State.

This section provides background on the affordability and access challenges that motivated the adoption
of the Public Option, followed by a description of the key requirements for the new program, as set forth
in the authorizing statute. Additional requirements, consistent with the statute, will be included as part
of the request for proposal (RFP) for carriers seeking to contract with the state to offer the Public Option.
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Background and Context for Nevada’s Public Option

Several challenges in Nevada’s health insurance market and system led the state legislature to adopt a
Public Option. A key reason was the rising cost of health care and the state’s high uninsured rate. Nevada’s
uninsured rate has been among the highest in the nation over the past several years, with
disproportionate representation from the state’s Hispanic/Latino population.® Lack of access to affordable
coverage and care, most acute for minority and rural populations, has led to significant disparities in
health outcomes. Although coverage is important to helping people access care, the capacity of the
provider system in a state is also essential. Both health equity and provider workforce issues were central
to the Public Option design as further described below.

Finally, motivating the state legislature was a desire to advance the adoption of value-based provider
payment models across the state’s health insurance market, a shift that has the potential to further
contribute to the control of health care costs and progress on improving quality and health outcomes.

These goals—improving affordability, increasing access to coverage and care, addressing workforce
shortages, reducing inequity, and advancing value-based payment—are all central to the design of
Nevada’s Public Option. As described in detail below, the key requirements of the authorizing legislation
were designed to support these aims.

Key Statutory Requirements

1. Availability of the Public Option

The authorizing legislation provides that the Public Option must be available statewide as a QHP on the
state Exchange online marketplace, Nevada Health Link and for direct purchase from health carriers in the
private individual health insurance market. The authorizing state legislation also permits the state to offer
the Public Option plans in the small group market, but currently the state is not taking up this option.

2. Benefit and Actuarial Value Requirements

The authorizing legislation provides that the Public Option must qualify as a QHP, be certified by the
Exchange, and provide levels of coverage consistent with the actuarial value of at least one silver plan and
one gold plan.

3. Premium Reduction Targets

State law outlines new premium reduction targets for health carriers offering Public Option plans to
ensure the new products offer consumers cheaper premiums than what is available today in the current
market. These requirements are time-limited and will begin on January 1, 2026, and end on December 31,
2029.

Pursuant to the Nevada DHHS Director’s revision authority under Subsection 5 of NRS 695K.200, DHHS
issued guidance on December 28, 2022, revising the premium reduction requirements to require that
carriers establish Public Options plans that are:

e Lower than the average reference premium in each county by a percentage that increases each year,
starting with 4% in year 1 and growing by at least 4% each year until it reaches at least 16% in year 4.

4 Nevada’s Uninsured Population. Guinn Center. 2019.
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e Do not increase in any given year by a percentage greater than the increase in the Consumer Price
Index for Medical Care plus any adjustments necessary to reflect local changes in utilization and
morbidity.

The state also defines “average reference premium” as the “second lowest-cost silver plan (SLCSP)
available through the state’s health insurance exchange during the 2024 plan year by county trended
forward for inflation according to the Consumer Price Index for Medical Care and any adjustments to
reflect local changes in utilization and morbidity.”

The purpose of the December Nevada DHHS guidance is to ensure that the Public Option premiums will
be actuarially sound, meaning that they can reasonably cover the projected cost of health care claims and
the growth of medical inflation in the state’s individual health insurance market. This guidance also
ensures that the Director of DHHS can meet his statutory obligation under NRS 695K.240(2) which requires
health carriers to pay providers in Public Option networks no lower than what they are paid in Medicare.

The State intends to hire an actuarial consultant to calculate the average reference premium, including
defining the morbidity index and a historical utilization trend, to support Nevada DHHS in procurement
requirements for carriers, and to provide ongoing modeling support of additional premium subsidies.

The Public Option’s premium reduction targets will lower premium costs for consumers and reduce
federal premium tax credit expenditures, generating new federal pass-through funds to the state of
Nevada that are necessary to finance the cost of carrying out the provisions of the new state law and to
expand access to affordable coverage for Nevadans.

4. Health Plan Rate Review and Coordination Among Implementing Agencies

The Director of Nevada DHHS, the Commissioner of DOI, and the Executive Director of the Silver State
Health Insurance Exchange (Nevada Health Link) are responsible for certain activities necessary for
offering the Public Option plans to consumers.

For example, DOI will continue to lead the rate review process for plans offered in the individual health
insurance market, which includes the new Public Option plans. Like other rate filings submitted by health
carriers, DOI will review the rate filings submitted by Public Option carriers and oversee compliance with
rate and form requirements, network adequacy, and solvency and reserve standards. Nevada DHHS will
coordinate with DOI during the rate review process to ensure carriers offering the Public Option plans
remain on track to meet premium reduction targets as agreed to under their contracts with the state of
Nevada.

Nevada Health Link will continue to certify qualified health plans like it does today. For Coverage Year
2026 and beyond, qualified health plans offerings will include Public Option plans. Additionally, Nevada
Health Link will determine whether Public Option plans are eligible for premium tax credits and ensure
that carriers offering Public Option plans through the marketplace pay their assessment fee, like they do
for all other qualified health plans.

5 For more detail, see Public Option Guidance Memo 22-001 contained in the 1332 Waiver Actuarial Economic Analysis and
Certification for Nevada’s Public Option, by Milliman.
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Nevada DHHS will oversee the procurement and contracting process for the Public Option and provide
contract monitoring and oversight of compliance with requirements set forth in the contract between the
state and the carriers selected to provide Public Option plans.

5. Oversight Authority Through Aligned Procurement with Medicaid Managed Care

The main premise behind the Public Option in Nevada is that the State, as a purchaser of health care, can
leverage its purchasing power with health carriers to drive their performance. Such performance includes
promoting affordability and other reforms in the individual health insurance market. For Nevada, the
state’s broadest leverage as a purchaser of health care stems from its Medicaid managed care contracts
with four national health plans (Anthem, United Healthcare, Molina, and Centene). These contracts are
worth more than $2 billion in total, as compared to the less than half a billion (<$500 million) in premium
revenue that carriers receive through Nevada Health Link.® As Nevada Medicaid continues to grow, the
value of Medicaid managed care contracts to health carriers will increase. In return, the State can leverage
this value to secure the participation of health carriers in the Public Option program.

To capture this leverage with carriers, the new state law requires that Nevada DHHS establish a statewide
procurement for the Public Option program that must take place simultaneously with the state’s Medicaid
managed care procurement on an ongoing basis. Specifically, state law provides that any carrier seeking
to do business with Nevada Medicaid as an MCO must submit a “good faith bid” to offer a Public Option
product that complies with state law. If an applicant seeking a contract as a Medicaid MCO fails to submit
a good faith bid (or a bid altogether) to offer the Public Option, the MCO will be ineligible to receive an
award for a Medicaid MCO contract in Nevada.

Other health carriers not seeking an award as an MCO in the state’s Medicaid managed care program may
also choose to submit a bid to participate in the Public Option. The state anticipates that the newly aligned
procurement processes for Medicaid MCOs and Public Option products will begin no later than January 1,
2025. The new contract period for the Public Option must begin on January 1, 2026; the state intends to
do a four-year contract period for both Medicaid managed care and Public Option programs.

State officials will also be able to use the contractual arrangements with health carriers to enforce
requirements for the Public Option plans, including the mandated premium reductions. The state also
seeks to drive additional improvements in the individual market around access, quality and equity, and
the adoption of value-based payments through explicit contract requirements (see section 8). Like state
MCO contracts, the new Public Option contracts can provide for penalties and/or sanctions that can be
imposed on health carriers by the state when health carriers do not meet their contractual obligations.

For example, the state is considering contract provisions that would establish a corrective-action process
in the Public Option contracts that is similar to the one the state uses with health carriers in its Medicaid
managed care program as outlined in Section 7.15.2 of the state’s current MCO contract.” MCOs
determined to be out of compliance with the state MCO contract must, upon request by the state, develop
a corrective-action plan. The state MCO contract also provides the state with the legal authority needed
to impose monetary and nonmonetary penalties and other sanctions as determined appropriate for any
continued noncompliance under the contract. For example, the state could choose to impose monetary
penalties in addition to more serious sanctions on carriers that do not meet the required premium

6 Silver State Health Exchange Fiscal and Operational Report. June 2022.
7 State-MCO contract
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reduction target of at least 16% by year 4 of the contract period. An example of a more serious sanction
could include disqualifying health carriers as eligible respondents for future state Medicaid managed care
procurements in Nevada.

The State intends to issue a request for information (RF1) in the Spring of 2023 to receive feedback from
public stakeholders regarding the state’s oversight approach and contractual mechanisms for enforcing
the Public Option’s heightened requirements.

6. Use of Pass-Through Funds

The authorizing state legislation also establishes the Public Option Trust Fund, a non-reverting trust fund
in the state treasury that will consist of money appropriated by the state legislature for deposit in the
fund, all federal pass-through funding received by the state from the 1332 waiver, any potential monetary
penalties assessed against Public Option carriers for not meeting contractual requirements, and any
income and interest earned on the money in the fund.

Additionally, the State will receive an initial estimate of the federal pass-through funding amount in the
fall of each year (before the beginning of the plan year). The final federal pass-through funding amount
or final administrative determination by CMS will be shared in a letter prior to the payment of the pass-
through funding amount as provided in the specific terms and conditions of the approval letter (typically
before the end of April of the plan year). As required by NRS 695K.300, the state must first use federal
pass-through funding to cover the cost of carrying out the provisions of the new state law, including the
annual administrative costs associated with the program launch and providing oversight. These funds
would replace the state’s initial investment of state general funds to cover the “start-up” costs associated
with implementation. Once the state administrative costs have been paid for with the new pass-through
funds, the Director of Nevada DHHS may use a portion of the fund as determined by the State Treasurer
to increase consumer affordability.

Therefore, there are two types of approved uses for any new federal pass-through funds received by state
of Nevada under state law. The first is mandatory and directed at covering the costs to the state associated
with running the Public Option program (i.e., procurement, waiver and contract monitoring and carrier
compliance, and any increased costs to Nevada Health Link and its navigator program). The second use is
discretionary under state law and applies to all remaining pass-through funds. The clear limitation on
these funds is the requirement that they be used to improve consumer affordability. For purposes of this
waiver, the state is proposing two discretionary uses of remaining pass-through funds as further described
below.

A. Mandatory Use: State Administrative Costs Associated with Public Option

e The state must first use pass-through funding to cover the cost of carrying out the provisions of the
new state law, including the annual state administrative costs associated with program launch,
providing oversight of the Public Option contracts, and any related costs to the state for the new
Public Option plans. As shown in the proposed budget, see Appendix B, these costs include staffing
and vendor related costs for both DHHS and the Nevada Health Link, in addition to costs associated
with the state’s navigator program to assist people with enrollment.

B. Optional Use #1: State Premium Wrap to Improve Consumer Affordability or Mitigate Impact of the
Expiration of federal ARPA Premium Subsidies in 2026
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7.

The first approach would consist of applying the funds available to the state for Contract Year 1 of the
Public Option (2026) in a manner that would act as a state premium wrap in 2027 for consumers who
shop in the Nevada Health Link. The goal would be to fill the affordability gap in the Nevada Health
Link with the sunset of the enhanced federal premium subsidies from ARPA. Per the federal Inflation
Reduction Act, these subsidies are set to expire at the end of 2025, leaving consumers facing
significant increases in premium costs for health insurance through state exchanges.

Optional Use #2: Incentive Bonus Payment Program for Public Option Carriers

Depending on the amount of federal pass-through funds available to the state of Nevada under the
waiver, Nevada DHHS is also considering the establishment of a bonus incentive program for Public
Option carriers that achieve certain state goals and priorities, like improvements in health care quality
metrics, health equity, provider network capacity, and health outcomes in the individual health
insurance market. This would be similar to the bonus payment programs offered to Medicaid
managed care plans for high performance in the managed care program. The amount of these bonus
payments available to high performing carriers is yet to be determined.

Network Adequacy and Provider Reimbursement Guardrails

The new state law provides certain guardrails intended to ensure that the premium reduction targets for
the Public Option plans do not undermine provider networks or access to care consumers. For example,
any provider who participates in the Public Employee’s Benefits Program (PEBP), Medicaid, or the state’s
workers’ compensation program must agree to participate in at least “one provider network” for a Public
Option plan. These providers must also accept new patients who are enrolled in the Public Option to the
same extent as the provider or facility accepts new patients who are not enrolled in the Public Option.
These requirements may be waived by the Director of Nevada DHHS if needed to ensure that individuals
who receive benefits through these other programs have sufficient access to covered services.

Second, the state has two mechanisms to shield provider reimbursement rates from burdensome cuts.

State law establishes a floor for provider reimbursement by requiring Public Option carriers to pay
providers rates, in the aggregate, that are comparable to or better than Medicare rates. The law
includes separate floors for certain safety net providers for whom specific cost-based encounter
payment methodologies apply in Medicare, including for federally qualified health centers (FQHCs),
rural health centers (RHCs), and the Medicaid State Plan rate for certified community behavioral
health clinics (CCBHCs). The above-stated rate requirements do not apply to reimbursement
arrangements that involve the use of alternative payment models, meaning that plans and providers
may agree to alternative payment models.

The state is exploring implementing an administrative cost constraint through the Public Option
contracts that is stricter than prevailing individual market QHP expense (based on most recent publicly
available rate filing data). Health carriers will need to reduce administrative expenses (salary, profits,
and other administrative expenses) for the Public Option offerings, which will help reduce prices
relative to non-Public Option offerings, all else equal. These administrative efficiencies at the carrier
level will account for a portion of the required premium reductions, reducing the share of premium
reductions that must be achieved by carriers through provider reimbursement reductions in Public
Option plans.
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Furthermore, in a separate analysis, Milliman found that the Public Option is not projected to
meaningfully impact provider revenue on an aggregate level and that providers are not expected to exit
other state coverage networks due to the law’s provider participation requirements. The marginal impact
to provider revenue is driven by the fact that the individual market makes up the smallest portion of the
provider payor mix in Nevada (at approximately 3-4%) and that any provider revenue decreases in this
market will be partially offset by increased utilization of services and reductions in uncompensated care
costs.®

Finally, the law directs Nevada DHHS to prioritize applicants in the procurement for Public Option plans
that meet certain criteria designed to ensure adequate access to services for consumers who purchase a
Public Option plan. Specifically, the state law provides for the prioritization of carrier applicants that: (1)
demonstrate alignment of networks of providers between the Public Option and Medicaid managed care,
where applicable, with the goal of improving continuity of care for consumers; (2) provide for the inclusion
of critical access hospitals, FQHCs, RHCs, and CCBHCs in the networks of providers for the Public Option
and Medicaid managed care, where applicable; and (3) include proposals for strengthening the workforce
in Nevada, particularly in rural areas for providers of primary care, mental health care, and treatment of
substance use disorders.

8. Advancement of Value-Based Payment, Health Equity, and Other State Goals Through
Procurement

Nevada’s Public Option is designed not only to provide an additional, affordable health insurance option

for state residents but also to support the state’s broader goals of advancing value-based payment and

health equity and lowering health care costs and improving quality across the state.

The authorizing legislation seeks to achieve this goal by creating the conditions for a unified state
purchasing strategy, one that aims to leverage the state’s purchasing power in the Medicaid managed
care and Public Option procurements to drive statewide improvements in priority areas. Through greater
alignment between the Medicaid managed care and individual health insurance markets, the state also
expects to see greater administrative efficiencies in the system for both health carriers and providers (e.g.,
aligned provider networks and value-based payment design).

The state law requires Nevada DHHS to prioritize bids from health carriers during the procurement scoring
process that will:

e advance quality and value-based payment design with providers,

e improve continuity of care through better alignment of provider networks in the individual market
and Medicaid managed care program, and

e help address the state’s growing health care workforce shortages and health disparities

8 For more detail, see the Provider Participation Requirement Memo in Appendix B.
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Table 1 outlines design features designated as mandatory v. optional under law in addition to other
optional design features that the state is considering advancing through the procurement process.

Table 1: Nevada Public Option: Overview of Product Design

Features Mandatory | Optional*
Nongroup Product (State Health Exchange) X

QHP Standards, Fee Assessment, and Certification X

Statewide Coverage via Procurement Process X

Medicare as Floor for Provider Rates X

Premium Reduction Target Compliance X

Network Alighment with MCO Networks X

Value-Based Provider Payment Targets X

Provider Workforce Enhancement Strategies X

Strategies for Addressing Health Disparities X

Cultural Competency Strategy for Provider Network X

Implement lower administrative costs through PO Plans X
Value-Based, Prospective Payments to Expand Access to Care via Telehealth X
Plan Quality Strategy (metrics stratified by race/ethnicity) X
New Financial Reporting Requirements for Carriers X
Requirement for Quality-Tied Payments for Certain Providers X
Incentive Bonus Payments Program for Carriers Achieving Targets/Goals X

Metal Tiers

Bronze Metal Offerings X
Silver Metal Offerings X

Gold Metal Offerings X

*Optional design features would be implemented with the state’s procurement process and enforced through the contract. At this
time, those listed as optional are under consideration; DHHS intends to seek public feedback in an upcoming RFI in 2023.

Informed by cross-agency design meetings and six public design sessions the state hosted during the
months of December 2021 and January 2022, the state has decided not to move forward with
implementing the Public Option in the small group market. Public support for the small group offering
was limited, and the state is prioritizing the strategic use of finite state resources for effective
implementation and oversight of the Public Option.

Additionally, the state will not require Public Option carriers to include additional non-essential health
benefits in their benefit packages. Through the public design sessions, the state heard that stakeholders
were primarily concerned with accessing their current, covered services and had fewer concerns about
uncovered benefits. Across all markets, Nevadans face health care access challenges, particularly in rural
counties which experience the lowest provider-to-population ratios.” Stakeholders also expressed
concerns that expanding benefits would place a tension on achieving premium reduction targets due to
provider capacity being limited today.

D: Nevada Public Option Implementation Timeline
State law provides that the Public Option must be available for purchase by consumers through Nevada
Health Link on January 1, 2026. State implementation activities began in the fall of 2021 with planning for

9 Silver State Solutions: Expanding Medicaid Access in Nevada. Princeton University 2019,
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stakeholder engagement and early preparation for the development of this Section 1332 waiver
application and associated actuarial analyses. Between December 2021 and January 2022, the state held
six public design sessions to solicit input from stakeholders and members of the public on key elements
of the Public Option. These six design sessions focused on soliciting public feedback on design decisions

related to:
e Identifying the Target Population e Provider Contracting and Networks
e Affordability Policies e Health Plan Rate Setting and Rate Review
e Benefits e Licensure and Oversight
e Premium Reduction Targets e Strengthening the Individual Marketplace

e Value-based Payment and Cost Containment e  Offering the Public Option in the Small

Quarter 4,
2022, and
Quarters 1-2,
2023

Group Market

Table 2: Implementation Activities
DHHS posts waiver application 60-day public comment period
DHHS holds two state public comment meetings and one Tribal consultation
meeting
State submits Section 1332 waiver application to federal agencies
State request for information to Public Option stakeholders on contractual
mechanisms used for enforcement

Quarters 3-4,
2023, and
Quarters 1-4,
2024

Federal completeness review and federal comment period

State negotiations waiver application with federal agencies

Federal waiver decision (approval scenario)

DHHS drafts procurement and contract materials

DHHS Actuarial Consultant determines reference premium, medical inflation,
and utilization trend factor for premium reduction targets

DHHS issues Request for Proposals & begins procurement process for Public
Option alongside Medicaid managed care procurement

Quarter 1, 2025

DHHS conducts reviews bids

DHHS conducts readiness reviews of carriers that submitted bids

DHHS sends notice of intent to award contracts to top scoring carriers in
procurement

State Exchange makes technology changes to offer Public Option plans

Quarter 2, 2025

DOl releases guidance on carrier rate filing

Final awards sent to carriers for Public Option

Carriers submit rate and form filings for Public Option plans
Carriers submit necessary network information to DOI for approval

Quarter 3, 2025

DOI conducts rate analyses on filings

DOl completes the rate approval process

DOl approves networks for plans

State Exchange certifies Public Option plans qualifying as QHPs

CMS and Treasury conduct initial analysis on pass-through amounts based on
approved rates, estimating pass-through amounts for the next plan year

Quarter 4, 2025

Public Option plans are offered for sale during Open Enrollment

January 1, 2026

Coverage year begins for Public Option plans
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Additionally, an overview of the actuarial analysis and update on the Section 1332 waiver development
was provided to the public at a virtual public meeting held on September 23, 2022. Beginning in October
2022, the state also hosted numerous weekly office hours open to the public and stakeholders regarding
the Public Option. Information regarding these activities is available on the DHHS/DHCFP webpage for
the Public Option at: https://dhhs.nv.gov/PublicOption/.

The intent behind these weekly office hours is to offer the public an opportunity to ask state staff
guestions about the implementation of the Public Option and the status of the waiver application and
associated actuarial study. In the remainder of 2022, the state developed this Section 1332 waiver
application in partnership with Milliman, who has provided the required actuarial analysis. A timeline for
the activities that will be required to prepare for the January 1, 2026, launch date is provided in Table 2.

E: Expected Federal Savings

The actuarial analysis conducted by Milliman, Inc. estimates that the Public Option could achieve nearly
$1 billion in federal pass-through savings in the first ten years.'® The amount of these savings available
to the state depends on how the state decides to use its pass-through funds. As shown in table 3 below,
Milliman, Inc. reviewed two key scenarios for the Public Option (with (#1) and without (#2) the
enhanced federal ARPA subsidies available through Nevada Health Link). Each scenario has a base
scenario accounting the accumulation of all federal pass-through funds available to the state—1A and
2A—before the funds are used by the state for a premium wrap. These scenarios are described in more
detail below.

Table 3: Summary of Projected Pass-Through Funding by Scenario

Total Pass-Through Funding (PTF) (In Thousands)
1A - ARPA, 1B - ARPA, 2A — No ARPA, 2B — No ARPA,
Time Period PTF Accumulation Prem. Wrap PTF Accumulation Prem. Wrap
Five-Year
Waiver Window $464,000 $344,000 $341,000 $191,000
Five-Year
Waiver Window
(With 10% $417M $310M $307M $172M
Margin)*
Ten-Year
Deficit Neutrality $1,300,000 $969,000 $952,000 $540,000
Window
Ten-Year
Deficit Neutrality
Window (With $1,169M S873M $858M $486M
10% Margin)*

*Milliman, Inc. reduced each scenario by 10% margin of error.

The federal policy landscape will have significant implications for how the state may consider targeting
federal pass-through funds to expand access to affordable coverage for Nevadans. While the 2022
Inflation Reduction Act extended the enhanced premium subsidies enacted under the ARPA, this
temporary extension ends on December 31, 2025—the year preceding the implementation of the

10 This estimate assumes the extension of federal premium subsidies beyond 2025 and the “Pass-Through Funding
Accumulation Scenario.”
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Nevada’s Public Option plans. The actuarial analysis conducted by Milliman, therefore, models the
potential implementation of a state premium wrap under two frameworks:

1. With enhanced federal premium subsidies extended beyond 2025

2. Without enhanced federal premium subsidies extended beyond 2025

For each framework, the analysis considers two policy designs, modeling a total of four scenarios in

addition to the Baseline scenarios:

e Baseline Scenarios: Scenarios 1 and 2 are without waiver, or “Baseline” scenarios.

e Pass-Through Funding Accumulation Scenarios: Scenarios 1A and 2A assume that the federal pass-
through funds generated by the 1332 waiver are set aside for future use and reflect the total amount
of the pass-through funds.

e State Premium Wrap Scenarios: Scenarios 1B and 2B assume that starting in plan year 2, federal pass-
through funds are used to enhance federal premium tax credits with a new state premium wrap and
thereby reduce net premium costs (after all subsidies). At the state of Nevada’s direction, the report
assumes that premium subsidies will be directed toward lower-income enrollees and available on
both Public Option and non-Public Option plans.

Table 4: Overview of Actuarial Analysis Scenarios

Framework Scenario Description
With the ARPA Subsidies Extended Scenario 1 Baseline — No Waiver
Scenario 1A Pass-Through Funding Accumulation
Scenario 1B State Premium Wrap
Without ARPA Subsidies Extended Scenario 2 Baseline — No Waiver
Scenario 2A Pass-Through Funding Accumulation
Scenario 2B State Premium Wrap

Further, the actuarial analysis models the design of Scenarios 1B and 2B (state premium wrap) differently
based on whether federal premium subsidies are extended:

Table 5: State Premium Wrap Design in Milliman Modeling

Framework Scenario State Premium Wrap Design
With ARPA Subsidies Extended 1B State Premium State premium wrap builds on extended federal
Wrap premium subsidies, targeted to those earning
between 150% and 300% of the federal poverty
level (FPL)
Without ARPA Subsidies Extended 2B State Premium State premium wrap acts as a backfill to the
Wrap expired federal premium subsidies, targeted to
those earning between 0% and 200% of FPL

The Nevada Public Option is anticipated to significantly reduce federal expenditures on premium tax
credits due to the state law’s mandated premium reductions in the first four years of the program. The
table below outlines the projected federal savings as a result of the approval of this waiver and the
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implementation of Public Option plans. This table assumes the continuation of ARPA’s enhanced premium
subsidies, that Public Option carriers meet the premium reduction targets, and that starting in plan year
2, the state implements a premium wrap using federal pass-through funds.

Table 6: Impact of Waiver Compared to Baseline
Assuming ARPA subsidy extension and implementation of state premium wrap

Year Premiums Total Change Individual Market Federal Savings (Thousands)
Enroliment

2026 (4.0%) 400 $28,000

2027 (8.3%) 4,100 $45,000

2028 (12.4%) 8,100 $63,000

2029 (16.2%) 8,500 $102,000

2030 (16.2%) 8,700 $106,000

Nevada projects the following enrollment progression in the individual health insurance market.

Table 7: Individual Market Enroliment by Segment

Assuming ARPA subsidy extension and implementation of state premium wrap

On-Exchange Off-Exchange | Total Individual
Market
Year (1) (2) (3) (4) (5)
*APTC-Eligible Non-APTC- Total Total Total Individual
Eligible Market
2026 117,900 4,000 121,900 15,600 137,500
2027 122,700 4,400 127,100 15,900 143,000
2028 127,900 4,700 132,600 16,200 148,800
2029 129,000 5,400 134,400 16,600 151,000
2030 131,100 5,100 136,200 16,800 153,000

*APTC means advanced premium tax credits which are federal ACA premium subsidies made available to consumers based on
their income levels in state exchanges.

Section 2: Actuarial Analysis of Proposed Waiver

A: Impact on Section 1332 Guardrails

This section discusses the impact of the waiver's individual market elements on the four Section 1332
waiver statutory guardrails. Nevada’s actuarial analysis conducted by Milliman, Inc., indicates that
Nevada’s waiver meets the federal requirements for a 1332 waiver under all four scenarios modeled
(outlined in detail in Table 4). While the state may offer the Public Option product in the small group
market per state law, as previously stated, the state is not currently pursuing this option, and therefore
the actuarial analysis did not model the impacts of offering a Public Option for the small group market.

1. Affordability (1332(b){1)(B))

The 1332 waiver must provide coverage and cost-sharing protections against excessive out-of-pocket

spending that are at least as affordable as would be projected without the waiver. The Public Option

waiver satisfies the affordability requirement as follows:

e Table 8 shows that Public Option is expected to offer gross premium rates each year of the five-year
window and the 10-year deficit neutrality window that are lower than premiums under the Baseline.

o Available net premiums (after subsidies) for subsidized silver enrollees are expected to be no higher
than Baseline scenarios. Enrollees who switch to the SLCSP, which is assumed to be a Public Option in
waiver scenarios, will realize no (zero) change in net premium relative to the Baseline scenario.

16

070



e Likewise, subsidized enrollees on bronze plans will often see no change in net premiums (after
subsidies) whether they switch to a Public Option bronze plan or not. In certain situations where
subsidies are smaller (e.g., lower-cost areas, younger ages) and the Public Option offers a bronze plan,
bronze enrollees may see premium decreases when they switch to a Public Option plan.

* Pass-through funds may be used by to increase premium subsidies, thereby further lowering out-of-
pocket premium costs for enrollees.

e Cost sharing for Public Option and non-Public Option plans is not expected to change under the
waiver. Therefore, non-premium cost sharing will be at least as affordable under waiver as without
the waiver.

Table 8: Projected Second-Lowest-Cost Silver Premium Change from Baseline

Scenario
1A - ARPA ' 1B — ARPA 2A - No ARPA 2B - No ARPA
Year PTF Accumulation | Prem. Wrap PTF Accumulation Prem. Wrap
2026 (4.0%) (4.0%) (4.0%) (4.0%)
2027 (8.3%) (8.3%) (8.3%) (8.9%)
2028 (12.2%) (12.4%) (12.2%) (13.4%)
2029 (16.0%) (16.2%) (16.0%) (17.1%)
2030 (16.0%) (16.2%) (16.0%) (17.1%)
2031 (16.0%) (16.2%) (16.0%) (17.1%)
2032 (16.0%) (16.2%) (16.0%) (17.1%)
2033 (16.0%) (16.2%) (16.0%) (17.1%)
2034 (16.0%) (16.2%) (16.0%) (17.1%)
2035 (16.0%) (16.2%) (16.0%) (17.1%)

2. Scope of Coverage (1332(b)(1)(C))

Table 9: Projected Individual Market Enrollment Change from Baseline

Scenario
1A - ARPA 1B — ARPA Prem. 2A — No ARPA PTF 2B - No ARPA

Year PTF Accumulation Wrap Accumulation Prem. Wrap
2026 400 400 800 800
2027 600 4,100 1,200 5,900
2028 800 8,100 1,600 11,500
2029 1,200 8,500 2,000 12,100
2030 1,300 8,700 2,000 12,200
2031 1,100 8,700 2,000 12,300
2032 1,100 8,700 2,100 12,600
2033 1,100 8,800 2,100 12,700
2034 1,100 9,000 2,200 12,900
2035 1,200 9,100 2,200 13,100

Coverage under the waiver must be available to at least as many people as would be projected to be
covered without the waiver. Table 9 shows how waiver satisfies the scope of coverage standard under all
four scenarios modeled and for all waiver and deficit neutrality years. The actuarial report expects modest
increases in enrollment under the Pass-Through Funding Accumulation scenarios, mainly from uninsured
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individuals who would find unsubsidized premiums under waiver more affordable due to gross premium
reductions related to Public Option offerings, as noted in Table 8. Under Premium Wrap scenarios, pass-
through funding is used to reduce net premiums for consumers who already qualify for subsidies. There
is a material subpopulation within the overall uninsured population who are not enrolled that the analysis
assumes will enroll due to the availability of lower net premiums. Therefore, we expect higher increases
in enrollment as premiums will be more affordable (on a post-subsidy basis) for an even larger population.

3. Comprehensiveness (1332(b)(1)(A))

The 1332 waiver must provide coverage at least as comprehensive (as defined by the ACA’s essential
health benefits) as would be projected without the waiver. The Nevada 1332 waiver complies with this
standard because it does not make any changes to the essential health benefits, nor does it alter any
other coverage requirements for QHPs, for either Public Option plans or non-Public Option plans.

4, Deficit Neutrality (1332(b)(1)(D))

The 1332 waiver must be deficit-neutral to the federal government as compared to projections without
the waiver. Table 10 shows how the Public Option satisfies the deficit neutrality standard under all four
scenarios modeled. The annual projected pass-through funding amounts represent best estimates of the
savings in each year. The Milliman report reduces the projected pass-through funding over the five-year
waiver and 10-year deficit neutrality windows by a 10% margin to account for unknown contingencies.

Table IO:onected Pass-Through Fuh_ding by Scenario

Total Pass-Through Funding (Thousands)
1A - ARPA 1B — ARPA 2A - No ARPA 2B — No ARPA
Ay Prem. Wrap gy Prem. Wrap
Year Accumulation Accumulation
2026 $28,000 $28,000 $21,000 $21,000
2027 $61,000 $45,000 $46,000 $25,000
2028 $97,000 $63,000 $71,000 $29,000
2029 $136,000 $102,000 $99,000 $57,000
2030 $142,000 $106,000 $104,000 $59,000
2031 $150,000 $113,000 $110,000 $63,000
2032 $158,000 $119,000 $115,000 $66,000
2033 $167,000 $124,000 $122,000 $70,000
2034 $176,000 $131,000 $129,000 $73,000
2035 $185,000 $138,000 $135,000 $77,000
Five-Year Waiver Window $464,000 $344,000 $341,000 $191,000
Ten-Year Deficit Neutrality Window $1,300,000 $969,000 $952,000 $540,000
AiVESYCaRiNa I verivindowE-HOX $417,000 $310,000 $307,000 $172,000
Margin
Ten-Year Deficit Neutrality Window -
with 10% Margin $1,169,000 $873,000 $858,000 $486,000

B: Impact on Health Equity

The authorizing legislation Nevada's Public Option includes, among its stated purposes, the aim to “reduce
disparities in access to health care and health outcomes and increase access to health care for historically
marginalized communities.” The Public Option will be specifically designed to increase access and improve
outcomes for historically marginalized communities. The state law directs Nevada DHHS to prioritize
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awards to carriers that respond to the Public Option procurement that contract with providers in a
manner that helps to decrease disparities in access and outcomes and that supports culturally competent
care. Nevada DHHS must also prioritize bids for the Public Option that include strategies to reduce health
disparities and demonstrate alignment of provider networks between the Public Option and Medicaid
managed care, where applicable, to help ensure continuity of care as people move up the income ladder
and purchase health insurance in the individual market.

By leveraging a unified state purchasing strategy, Nevada can improve outcomes for historically
marginalized communities. The state is exploring including some or all the below contact provisions for
Public Option plans:

e Requirements for Public Option carriers to collect and report on race, ethnicity, and language data
e Requirements for Public Option carriers to report on enrollees’ out-of-pocket spending annually™
e Quality metrics that align with Medicaid to measure progress towards closing health disparities

e Rewards for Public Option carriers that achieve state goals related to addressing health disparities

These contractual requirements will empower the state to measure, track, and act on health care
disparities, furthering the authorizing legislation’s goal of improved access to health care and better
health outcomes for historically marginalized communities.

Section 3: Authority Under State Law

State law provides that the Director shall design and establish the Public Option and will collaborate with
the Insurance Commissioner and the Executive Director of the Exchange to apply for a 1332 waiver and,
if possible, “obtain pass-through federal funding to carry out the provisions [under state law for the Public
Option].”*?

Funding for state operations associated with the establishing and overseeing the Public Option per the
state law is also contingent on approval of a 1332 waiver. NRS 695K.210 requires state officials “to obtain
pass-through federal funding to carry out the provisions of this chapter.” [Emphasis added.] Without pass-
through funding, the chapter’s provisions cannot be carried out beyond the initial start-up phase as
funded by the state’s general fund. The provisions that cannot be carried out absent the waiver form the
entirety of the plan, including the design, establishment, and operation of the Public Option that requires
the state to establish a competitive bidding process for the Public Option and ensure carriers meet their
contract obligations, including offering a premium lower than the average reference premium.

NRS 695K.300 also establishes a state trust fund for the deposit of federal funds (disbursed as a grant
which can be used for approved uses of pass-through funding according to the special terms and
conditions pursuant to the state’s Section 1332 approval), the state competitive bidding process, any
money appropriated by the legislature for the purpose of carrying out the provisions of this chapter, and
income and interest earned on the trust fund.

1Due to the substantial racial wealth disparities in the U.S. driven by structural barriers and systemic racism, communities of
cotor suffer disproportionately from medical debt. Tracking and monitoring the toll of out-of-pocket health care costs can act as
an important tool in measuring and addressing these affordability challenges.

12 NRS 695K.210
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Although state funds have been appropriated to pay for vendor and staffing to assist with implementation,
the intent was to ensure that the program would be self-sustaining once it was fully operating through
the use of available federal pass-through funding as approved under a 1332 waiver.

Section 4: Evidence of Public and Tribal Consultation and Comment
DHHS will complete this section following the public comment period.

Section 5: Additional Information

A: Administrative Burden

The waiver will cause minimal administrative burden for the state of Nevada and the federal government.
The waiver will cause no additional administrative burden to employers or individual consumers because
Section 1312(c)(1) does not relate to administrative functions or requirements typically undertaken by
employers or individual consumers.

Individual health insurers will experience additional administrative burden as it relates to the waiver, as
carriers will be required to offer an additional plan that conforms to the premium reduction targets
defined in Nevada statute and authorized by this waiver. The additional plan offering will require rate and
form development and submission for approval.

With the new federal pass-through funds, Nevada will be able to sustain the necessary resources and staff
to carry out the following administrative tasks that would be required under the waiver:

e Distribute federal pass-through funds

e Enforce the provisions of the premium reduction requirement by leveraging aligned Public Option-

Medicaid procurement processes

e Administer the subsidy program

e Monitor compliance with federal law

e Collect and analyze data related to the waiver

e Perform reviews of the implementation of the waiver

e Submit all required reports to the federal government

The waiver will require the federal government to perform the following administrative tasks:
e Review any documented complaints related to the waiver
e Review state reports
e Periodically evaluate the waiver program
e Calculate and facilitate the transfer of pass-through funds to the state

Nevada believes that the above administrative tasks are similar to other administrative functions currently
performed by the federal government so that their impact is minimal. The waiver of Section 1312(c)(1)
does not necessitate any changes to the Federally Facilitated Exchange or to IRS operations and will not
impact how advanced premium tax credits and premium tax credit payments are calculated or paid.

B: Implementation of Non-waived ACA Provisions
The implementation of this waiver application does not have any impact on the implementation of those
provisions of the ACA that are not being waived.
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C: Impact on Residents Who Need to Obtain Health Care Services Out of State

Because Nevada shares borders with California, Oregon, Idaho, Utah, and Arizona, insurer service areas
and networks that cover border counties generally contain providers in those states, especially in areas
where the closest large hospital system is in the border state. It is expected that provider networks in
service areas where out-of-state providers are commonly used will include those out-of-state providers.

D: Compliance, Waste, Fraud, and Abuse

The Director of DHHS, in consultation with the Commissioner of DOl and the Executive Director of the
Exchange, shall implement and oversee the administration of the Public Option. Under state law, the
Public Option plans shall operate as individual health insurance products that comply with state and
federal requirements for qualified health plans (QHPs) and all state health insurance laws and regulations.

DHHS will oversee the procurement of the Public Option and oversee compliance with the requirements
set forth in the contract between the state and the carriers selected to provide Public Option plans, such
as the premium reduction targets required in the first four years of the program. DHHS intends to hire an
actuarial consultant to determine the reference premium, including defining the morbidity index and a
historical utilization trend, to review proposed rates for the Nevada Public Option during the procurement
process for reasonableness and actuarial soundness, similar to the process it uses for the MCO
procurement, and to provide ongoing modeling support of additional premium subsidies.

The State Exchange will serve in the role it has today with issuers seeking to offer QHPs. Any issuer
awarded a contract by DHHS to offer Public Option plans must agree to seek certification of these plans
as QHPs from the State Exchange. The State Exchange will determine whether the Public Option plans
meet certification requirements and whether they are eligible for premium tax credits like other plans
being offered as QHPs in the State Exchange. This includes applying the premium assessment fee to the
Public Option plans which is used as revenue to fund the operations of the State Exchange.

DOI will continue to lead its rate review and network adequacy processes for private health insurance
plans in the individual market, which as of 2025 will include the Public Option products. DOI is responsible
for regulating and ensuring regulatory compliance and monitoring the solvency of all issuers; performing
market conduct analysis, examinations, and investigations; and providing consumer outreach and
protection. The DOV investigates all complaints that fall within the agency’s regulatory authority.

DOI will review the rate filings submitted by the Public Option issuers and oversee compliance with rate
and form requirements, network adequacy, and solvency and reserve standards as set forth in state law.
DHHS will coordinate with DOI during the rate review process to ensure Public Option carriers are on track
to meet premium reduction targets that are set forth in contract with the state and will work with DOI to
make any permissible adjustments to ensure actuarial soundness and market stability. Auditing and
reporting obligations of participating insurers will be established by rule.

DHHS and DOI are audited as part of the Annual Comprehensive Financial Report (CAFR) by the State
Controller. The State Controller contracts an exam firm to conduct the audit, and the audit is presented
to the Legislature. The Nevada Public Option, and federal passthrough funding, will be subject to audit
under the State’s Annual Comprehensive Financial Report. The subsidy programs will be subject to audit
by the Nevada State Controller. The federal government is responsible for calculating the savings resulting
from this waiver and for ensuring that this waiver does not increase federal spending.
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E: State Reporting Requirements and Targets

Pursuant to 45 CFR 155.1320(b) and 45 CFR 155.1324(a), DHHS will conduct periodic reviews related to
the implementation of the waiver. A report on the operation of the Nevada Public Option’s premium
reduction implementation progress will be submitted by March 31, 2026.

DHHS will report on the operation of the waiver quarterly, including, but not limited to, providing reports
of any ongoing operational challenges, and plans and results of associated corrective actions no later than
60 days following the end of each calendar quarter. DHHS will submit its annual report in lieu of its fourth-
quarter report. DHHS will submit and publish annual reports by the deadlines established in 45 CFR
155.1324(c) or the deadlines established by the terms of the waiver.

Each quarterly report will include the following:

e The progress of the Section 1332 waiver;

¢ Data, similar to that contained in Section 2 of this waiver application, necessary to demonstrate
compliance with Section 1332(b){1)(B) through (D) of the ACA;

e A summary of the annual post-award public forum, held in accordance with 45 CFR 155.1320 (c),
including all public comments received at the forum regarding the progress of the waiver and any
actions taken in response to comments received;

e Other information DHHS determines necessary to evaluate the waiver and accurately calculate the
pass-through payments to be made by federal government; and

e Reports of ongoing operational challenges, if any, and plans for and results of corrective actions that
have been taken

DHHS will submit a draft annual report within 90 days after the end of the first waiver year and each
subsequent year that the waiver is in effect. DHHS will publish the draft annual report on its website within
30 days of submission of the draft report to CMS. Within 60 days of receipt of comments from CMS on
the draft annual report, DHHS will submit the final annual report for the waiver year. That submission will
include a summary of the comments received as well as a copy of the comments submitted to DHHS on
the draft annual report. Once the final annual report is approved by CMS, DHHS will publish the final
annual report on its website within 30 days of that approval.

The annual report prepared by DHHS will include the following:

e Metrics to assist evaluation of the waiver’s compliance with the requirements found in Section
1332(b)(1):
o Actual individual market enrollment in the state.
o Actual average individual market premium rate (i.e., total individual market premiums divided
by total member months of all enrollees).
o Theactual Second Lowest Cost Silver Plan (SLCSP) premium under the waiver and an estimate of
the SLCSP premium as it would have been without the waiver for a representative consumer
(e.g., a 21-year-old nonsmoker) in each rating area.
o The actual amount of APTC paid, by rating area, for the plan year.
The actual number of APTC recipients for the plan year. The number should be the number
summed over all 12 months and divided by 12 to provide an annualized measure.
¢ Changes to the waiver programs, including the funding level the program will be operating at for the
next plan year, or other program changes.
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e Notification of changes to state law that may impact the waiver.
e Reporting of:
o Federal pass-through funding spent on subsidy programs adopted by DHHS.
o The unspent balance of federal pass-through funding for the reporting year, if applicable.

Section 6: Actuarial and Economic Analysis of Waiver
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I EXECUTIVE SUMMARY

Pursuant to Manatt's contract with the State of Nevada, Milliman, Inc. (Milliman) has been subcontracted by Manatt to
provide actuarial and consulting services to the State of Nevada. The State of Nevada is seeking a Section 1332 waiver
to obtain pass-through funding (PTF) related to the establishment and operation of a Public Option (PO) on the Silver
State Health Insurance Exchange beginning in 2026. The legisiation that establishes the PO was introduced through
Nevada Senate Bill 420 as passed during the 2021 State Legislative Session (SB420) and is described in more detail
in Section 2 of this report.

Based on Section 2 of SB420, which can be found in Appendix B, the stated purpose of the PO is to lower individual
market health insurance premiums and consumer out-of-pocket costs, improve access to health care, reduce disparities
in health care access and outcomes, and improve the availability of coverage for residents of rural areas. Furthermore,
the PO offerings are expected to provide the opportunity for many Nevadans to obtain a lower-priced product through
reduced provider reimbursement, reduced issuer administrative expenses, and value-based purchasing initiatives
designed to drive efficiency in utilization. With lower gross premiums, it is expected that a PO offering will become the
benchmark plan in all rating areas in Nevada, thereby lowering federal outlays for premium subsidies, which then
become available to the State of Nevada as pass-through funds under the Section 1332 waiver.

The State of Nevada's Division of Health Care Financing and Policy (DHCFP) and Department of Health and Human
Services (DHHS) issued guidance that clarifies the methodologies and assumptions the state intends to use when
implementing the PO premium reduction targets. It is our understanding, based on conversations with DHCFP and
DHHS that the revisions and clarifications in this guidance are intended to align the PO implementation with the intent
of SB420. The agency’'s memorandum of guidance is provided in Appendix C. Any changes to this approach or
guidance, subsequent to the date of this analysis, may affect the applicability of the findings in this report.

This report provides the required actuarial analysis, economic analysis, and certification to support the State of
Nevada’s determination that the PO meets the requirements of a Section 1332 waiver. At the request of the State of
Nevada, and to address the possibility of an additional extension of the American Rescue Plan Act of 2021 (ARP)
subsidies beyond 2025 and into the budget window, we provide the actuarial and economic analyses under two
frameworks:

= With ARP: Premium subsidy amounts implemented by the ARP" for calendar year (CY) 2021 and (CY) 2022
and extended through 2025 by the Inflation Reduction Act (IRA) are made permanent or are extended through
2035.

=  Without ARP: Beginning in CY 2026, premium subsidy amounts for marketplace coverage under the
Patient Protection and Affordable Care Act (ACA) revert to levels similar to those in place prior to the
temporary increase in premium subsidy amounts authorized by the ARP.

The modeled PO scenarios are consistent with our understanding of the statutory language of SB420 and the State of
Nevada's guidance in Appendix C. In addition, the analyses in this report assume the COVID-19 public health
emergency (PHE) will end prior to the implementation of the PO. Table 1 summarizes the scenarios modeled in this
report:

Framework Scenario Description
With ARP Scenario 1 Baseline — No Waiver
Scenario 1A PTF Accumulation
- Scenario 1B State Premium Wrap
Without ARP Scenario 2 Baseline — No W-a_iver
Scenario 2A PTF Accumulation
Scenario 2B State Premium Wrap

' Busch, F. Karcher J. Fink J et al (March 2021) ‘A" Is for Affordable Miliman White Paper Retrieved November 8 2022 from
https://us.milliman.com/-/media/milliman/pdfs/2021-articles/3-17-21-a-is-for-affordable.ashx
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The initial scenario under each framework assumes the state does not have a 1332 waiver, and thereby does not have
a PO. We refer to these scenarios (Scenarios 1 and 2) as the "Baseline” scenarios. The PO scenarios are compared
to the Baseline scenarios to measure the projected pass-through funding available to the State of Nevada after the
introduction of the PO. These scenarios and the calculation of premium tax credits (PTCs) are also required to
demonstrate compliance with federal 1332 waiver deficit neutrality requirements.

The first PO scenario under each of the ARP frameworks assumes the pass-through savings generated by the
Section 1332 waiver are unused by the State of Nevada; therefore, pass-through funds will accumulate over time. We
refer to these scenarios (Scenarios 1A and 2A) as the “PTF Accumulation” scenarios. We assume the second lowest
cost silver (SLCS) plan in these scenarios will be a PO offering. We assume minimal change in total individual market
enroliment under the PTF Accumulation scenarios, as PTC-eligible individuals' net premiums will be largely the same?
as in the Baseline scenarios assuming they are enrolled in the SLCS Public Option offering.

The second scenario under each framework assumes the pass-through savings are used to enhance federal subsidies
with a state-funded premium subsidy wrap and thereby reduce net premium costs (after all subsidies) for enrollees. We
refer to these scenarios (Scenarios 1B and 2B) as the “State Premium Wrap” scenarios. Enrollment impacts under the
State Premium Wrap scenarios are larger due to the incentives provided by the additional state-funded premium
subsidies and the lower, consumer-facing net premium.

There is increased uncertainty regarding future individual health insurance market enrollment, premium rates, and
premium subsidies due to the ongoing impact of COVID-19 and the related public health emergency (PHE) on health
insurance coverage and economic activity, as well as the unknown status of the ARP premium subsidy enhancements
beyond CY 2025. Moreover, the current environment of higher inflation will affect the health insurance markets with
uncertain timing and impact. The projection period in this analysis does not begin for a full three years beyond the date
of this report and extends out 10 years. Furthermore, it is a certainty that there will be material changes in the health
care environment during that time that cannot be known or captured in an analysis of this type. Therefore, actual health
care premiums, claims costs, membership, and pass-through funding will differ from the estimates shown here.
Moreover, the values presented in this report are estimates based on assumptions that incorporate our best estimates
given the latest information available. It is a certainty that, given the passage of time and the emergence of additional
information, these assumptions would change and will change in any future analysis. The change in these assumptions
will produce different estimates than those presented here.

A. SUMMARY OF RESULTS

For the Public Option to meet the federal requirements for a 1332 waiver, the program must meet four guardrails:
affordability, scope of coverage, comprehensiveness, and deficit neutrality. Our analysis indicates that Nevada's Public
Option waiver meets the federal requirements for a 1332 waiver under all four scenarios we modeled.

We summarize the key results of our analysis of each of these standards below, and additional detail is provided in
Sections 4 and 5 of this report.

Affordability: The 1332 waiver must provide coverage and cost-sharing protections against excessive out-of-pocket
spending that are at least as affordable as would be projected without the waiver. The Nevada PO satisfies the
affordability requirement as follows:

* Table 2 illustrates that the PO is expected to offer gross premium rates in all years of the five-year waiver
window and the 10-year deficit neutrality window that are lower than premiums under the Baseline scenarios.

= Available net premiums (after subsidies) for subsidized silver plan enrollees are expected to be no higher than
in the Baseline scenarios. Enrollees who actually switch to the SLCS option, which is assumed to be a PO
offering in the waiver scenarios, will realize no (zero) change in net premium relative to the Baseline scenarios.
Moreover, for younger or higher-income silver plan enrollees who typically have smaller subsidies, PO
premiums may be below their current net premiums, providing an opportunity for lightly subsidized individuals
to realize premium savings.

Subsidized enrollees who currently receive no-cost bronze plans could continue to pay no net premium (after
subsidies) whether they switch to a PO bronze plan or not. Further, bronze plan enrollees who receive smaller
subsidies (e.g., lower-cost areas, younger ages, higher incomes) may see premium decreases (similar to
silver plans described above).
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= Pass-through savings may be used by the State of Nevada to increase premium subsidies, thereby further
lowering out-of-pocket premium costs for enrollees.

= Cost-sharing for both PO and non-PO plans is not expected to change under the waiver. Therefore,
non-premium cost-sharing will be at least as affordable under the waiver as it is without the waiver.

Scenario

1A - ARP 1B - ARP 2A - No ARP 2B - No ARP
Year PTF Accumulation Prem Wrap PTF Accumulation Prem Wrap
2026 (4.0%) (4.0%) (4.0%) (4.0%)
2027 (8.3%) (8.3%) (8.3%) (8.9%)
2028 (12.2%) (12.4%) (12.2%) (13.4%)
2029 (16.0%) (16.2%) (16.0%) (17.1%)
2030 (16.0%) (16.2%) (16.0%) (17.1%)
2031 (16.0%) (16.2%) (16.0%) (17.1%)
2032 (16.0%) (16.2%) (16.0%) (17.1%)
2033 (16.0%) (16.2%) (16.0%) (17.1%)
2034 (16.0%) (16.2%) (16.0%) (17.1%)
2035 (16.0%) (16.2%) (16.0%) (17.1%)

Scope of coverage: Coverage must be provided under the waiver to at least as many people as would be projected
to be covered without the waiver. Table 3 shows how the PO satisfies the scope of coverage standard under all four
scenarios modeled and for all waiver and deficit reutrality window years.

We expect modest increases in enrollment under the PTF Accumulation scenarios, mainly from individuals who were
uninsured, but who would find unsubsidized premiums under the waiver more affordable due to the gross premium
reductions related to the PO offering, noted in Table 2 above.

Under the State Premium Wrap scenarios, pass-through funding is used to reduce net premiums for consumers who
already qualify for subsidies. There is a material subpopulation within the overall uninsured population who are not
currently enrolled who we assume will enroll due to the availability of even lower net premiums. Therefore, we expect
higher increases in enrollment as premiums will be more affordable (on a post-subsidy basis) for an even larger
population.

Scenario
1A - ARP 1B - ARP 2A = No ARP 2B - No ARP
Year PTF Accumulation Prem Wrap PTF Accumulation Prem Wrap
2026 400 400 800 800
2027 600 4,100 1,200 5,900
2028 800 8,100 1,600 11,500
2029 1,200 8,500 2,000 12,100
2030 1,300 8,700 2,000 12,200
2031 1,100 8,700 2,000 12,300
2032 1,100 8,700 2,100 12,600
2033 1,100 8,800 2,100 12,700
2034 1,100 9,000 2,200 12,900
2035 1,200 9,100 2,200 13,100
Nevada Department of Health and Human Services Page 3
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Comprehensiveness: The 1332 waiver must provide coverage at least as comprehensive, as defined by the ACA’s
essential health benefits (EHBs), as would be projected without the waiver. The Nevada 1332 waiver complies with this
standard because SB420 requires the new PO plans to meet all qualified health plan (QHP) standards under the
Affordable Care Act, which includes providing the full set of essential health benefits. It does not make any changes to
these benefits nor does it alter any other coverage requirements for QHPs, for either PO plans or non-PO plans.

Deficit neutrality: The 1332 waiver must be deficit neutral to the federal government compared to projections without
the waiver. Table 4 shows how the PO satisfies the deficit neutrality standard under all four scenarios we modeled. The
PO reduces federal outlays for premium subsidies relative to the Baseline scenarios and these savings are paid to the
state in the form of pass-through funding such that total outlays under a waiver (subsidies paid to enrollees plus pass-
through to the state) are no greater than subsidies paid to enrollees without the waiver. The annual projected pass-
through funding amounts represent our best estimates of the savings in each year. Additionally, we provide the
projected pass-through funding over the five-year waiver and 10-year deficit neutrality windows, where a 10% margin
to account for unknown contingencies has been applied.

Total Pass-Through Funding (thousands)

1A - ARP 2A - No ARP
PTF 1B - ARP PTF 2B - No ARP
Year Accumulation Prem Wrap Accumulation Prem Wrap
2026 $28,000 $28,000 $21,000 $21,000
2027 $61,000 $45,000 $46,000 $25,000
2028 $97,000 $63,000 $71,000 $29,000
2029 $136,000 $102,000 $99,000 $57,000
2030 $142,000 $106,000 $104,000 $59,000
2031 $150,000 $113,000 $110,000 $63,000
2032 $158,000 $119,000 $115,000 $66,000
2033 $167,000 $124,000 $122,000 $70,000
2034 $176,000 $131,000 $129,000 $73,000
2035 $185,000 $138,000 $135,000 $77,000
5-Year Waiver Window $464,000 $344,000 $341,000 $191,000
10-Year Deficit Neutrality Window $1,300,000 $969,000 $952,000 $540,000
5-Year Waiver Window — With 10% Margin $417,000 $310,000 $307,000 $172,000
10-Year Deficit Neutrality Window — With 10% Margin $1,169,000 $873,000 $858,000 $486,000

The remainder of this report provides the requested information in the Centers for Medicare and Medicaid Services
(CMS) 1332 Waiver Checklist for the Nevada waiver's actuarial certification and economic analyses.

= In Section 2 of this report, we describe the federal requirements in more detail and provide additional
information to demonstrate how the Nevada waiver satisfies these federal requirements. We provide
information related to the requirements of Nevada's SB240, give background into how the bill creates savings
in the individual market versus a non-waiver scenario, and explain how pass-through funding is ultimately
generated under a 1332 waiver.

=  Section 3 describes the scenarios with and without the waiver, as well as detailed discussion on important
dynamics within the scenarios that impact pass-through funding. These dynamics are somewhat unique to a
Public Option offering versus a reinsurance-type waiver.

=  Section 4 provides the actuarial analysis required by CMS, as well as detailed descriptions and data to
demonstrate compliance with the affordability, comparable coverage, and comprehensive coverage
requirement.

=  Section 5 provides the required economic analysis for waiver approval. We model the expected pass-through
funding (premium tax credit savings to the federal government) under four different scenarios and describe
the assumptions and results under each.

Nevada Department of Health and Human Services Page 4
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= In Section 6, we detail the data, assumptions, and methodology used in our modeling.
= The Exhibits section provides detailed exhibits to support the actuarial analysis in Section 4.

= Appendices provide our certification of waiver analysis and various other documentation items, including the
CCIIO checklist.

B. DATA RELIANCE AND IMPORTANT CAVEATS

Milliman developed certain models to estimate the values included in this report. The intent of the models was to
estimate the impact of the Nevada Public Option and provide actuarial analysis required for the State of Nevada’s
application for a Section 1332 waiver. We reviewed the models, including their inputs, calculations, and outputs, for
consistency, reasonableness, and appropriateness to the intended purpose and in compliance with generally accepted
actuarial practice and relevant actuarial standards of practice (ASOP).

The models rely on data and information as input to the models. We relied upon certain data and information provided
by the Nevada Department of Health and Human Services (DHHS), the Silver State Health Insurance Exchange, and
publicly available data published by the State of Nevada and federal agencies to develop the analyses shown in this
report. We did not audit this 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. We performed a limited review of the data used
directly in our analysis for reasonableness and consistency, and we did not find material defects in the data. If there
are material defects in the data, it is possible they would be uncovered by a detailed, systematic review and comparison
of the data to search for data values that are questionable, or for relationships that are materially inconsistent. Such a
review was beyond the scope of our engagement. Please see Section 6 below for a list of the data relied upon to
produce the analyses in this report.

This report represents our best estimate of future experience given the assumptions described in this report and
information that is currently available.

Differences between the projected amounts in this report and actual PO program experience will depend on the extent
to which future experience conforms to the assumptions made in the calculations. it is certain that actual experience
will not conform exactly to the assumptions used in the calculations due to differences in health care trend, economic
changes, provider reimbursement levels, regulatory or legislative changes, consumer behavior, issuer pricing
assumptions, population changes, and many other factors.

There is heightened uncertainty concerning future insurance market enroliment due to the current COVID-19 public
health emergency and its associated policies, which may change materially in the future.

Milliman prepared this repart for the specific purpose of evaluating the enroliment changes and financial impacts to
premiums and federal subsidies in the Nevada Individual Market due to the introduction of the Nevada Public Option.
This report should not be used for any other purpose. This report has been prepared for the internal business use of,
and is only to be relied upon by, the management of DHHS. We understand this report may be shared with other
interested parties, including CMS, as a part of the State of Nevada’s 1332 waiver application. Milliman does not intend
to benefit or create a legal duty to any third-party recipient of its work. This report should only be reviewed in its entirety.
The results of this analysis may not be appropriate for every stakeholder.

The results of this report are technical in nature and are dependent upon specific assumptions and methods. No party
should rely on these results without a thorough understanding of those assumptions and methods. Such an
understanding may require consultation with qualified professionals.

The authors of this report are health actuaries. Milliman’s advice is not intended to be a substitute for qualified tax,
legal, or accounting counsel.

The authors of this report are actuaries for Milliman, members of the American Academy of Actuaries, and meet the
Qualification Standards of the Academy to render the actuarial opinion contained herein. To the best of their knowledge
and belief, this report is complete and accurate and has been prepared in accordance with generally recognized and
accepted actuarial principles and practices.

The terms of Miliman's subcontract with Manatt, signed January 26, 2022, to provide services to the Nevada
Department of Health and Human Services Division of Health Care Financing and Policy apply to this report and its
use.

Nevada Department of Health and Human Services Page 5
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[l.  BACKGROUND: NEVADA SB420, FEDERAL 1332 WAIVER
REQUIREMENTS, AND THE CURRENT HEALTH COVERAGE
LANDSCAPE

A. NEVADA $B420 PUBLIC OPTION PROGRAM AND STATE REQUIREMENTS

Nevada Senate Bill 420 (SB420) was signed into law on June 9, 2021.3 This law establishes a health benefit plan that
will be administered by the State of Nevada through contracts with issuers. The PO plans must be made available as
qualified health plans through the Silver State Health Insurance Exchange beginning in 2026. Some provisions of
SB420 specifically related to the PO premium targets will expire on December 31, 2029. Therefore, some analyses in
this report related to the premium targets focus on the first four years of the PO and assume the same level of savings
thereafter, through the remaining duration of both the 5-year wavier window and the 10-year budget neutrality window.
A reference to the full text of SB420 is provided in Appendix B.

The stated objectives of SB420 are to lower health insurance premiums and costs, improve access to health care,
reduce disparities in health care access and outcomes, and improve the availability of coverage for residents of rural
areas. The legislation intends to achieve these objectives through the PO by lowering enrollee costs, improving access
to health care, and improving health care coverage in rural areas. The key aspects of SB420 that influence the actuarial
analysis provided in this report are summarized below.

Coverage

Section 10.3(b) of SB420 requires that the PO provide “at least levels of coverage consistent with the actuarial value
of one silver plan and one gold plan.” This section of the legislation ensures a minimum threshold of coverage and plan
choices for PO offerings. The key impact of this requirement on the actuarial and economic analyses is that it increases
the probability that the SLCS premium wilt decrease by guaranteeing the PO will include at least one silver plan.
Because other state requirements discussed below place upper limits on the PO premium amounts, the PO premiums
are expected to be lower than premiums for non-PO silver plans that would be otherwise available on the Silver State
Health Insurance Exchange.?

Although not required by SB420, the State of Nevada will incentivize bronze PO plans to be offered through the
statutorily required procurement and contracting process with issuers. Generally, a bronze offering will have the
following effects, by income level:

*= Lower-income enrollees with larger subsidies who currently have zero premium bronze plans could keep a
zero premium by switching to a PO bronze plan, depending on market pricing of bronze plans.

=  Lightly subsidized (generally higher-income and / or younger ages) might see some increase in net premiums
when switching to a PO bronze plan, depending on how subsidies change relative to market pricing of PO
bronze plans.

=  Higher-income enrollees who are unsubsidized will see decreases in premium by switching to a PO bronze
plan.

A bronze plan offering under the PO increases pass-through funding (see Section 3B for additional discussion), all else
equal.

Therefore, the analyses in this report assume the PO offerings will include silver, gold, and bronze plans.
Access

Section 13.1 of SB420 includes a provision requiring health care providers who currently participate in certain state
coverage programs to enroll in at least one provider network for a PO plan. This provider participation requirement,
also called the provider tying requirement, is intended to ensure enough providers participate in the PO such that the
PO can fulfill any anticipated growth in the demand for health care services arising from the PO. SB420 gives the State

® See https://www.leg.state.nv. us/App/NELIS/REL/81st2021/Bill/8151/Overview
“Non-PO plans could. in response to the PO offerings reduce prices or curtail 1ate increases to remain competitive against PO plans We dc not
attempt to model various issuers reaclions or behaviors in our analysis

Nevada Department of Health and Human Services Page 6
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of Nevada authority to waive this requirement as necessary to ensure access for enrolliees in other state programs is
sufficient.

Based on the State of Nevada’s guidance outlined in Appendix C, we do not expect the tying provision to have a
significant impact on PO premiums, total (across all health insurance markets) provider reimbursement, or access to
care for consumers. Therefore, we do not make any explicit adjustments in our analysis of the PO related to the tying
provision. A detailed analysis of the anticipated financial implications of the tying provision is provided in Appendix D.

Section 12.2 of SB420 requires issuers that participate in the Medicaid managed care program to submit good faith
proposals to participate in the PO. We do not expect this requirement to have a significant impact on PO premiums.
Therefore, we do not make any explicit adjustments in our analysis of the PO to account for the requirement that
Medicaid managed care issuers submit bids for a Public Option plan. We do expect this requirement will play a role in
driving plan participation.

Premium amounts

SB420 seeks to lower enrollee premium costs by establishing constraints on the PO premiums. The first constraint is
the reference premium. Section 10.4(a) of SB420 states that PO premiums must be at least 5% lower than the reference
premium. The reference premium is defined in Section 10.6(d) of SB420 as the lower of the following two clauses:

1. The 2024 premium for the SLCS available through the Silver State Health Insurance Exchange, trended to
the premium year at the Medicare Economic Index (MEI).

2. The SLCS premium in the prior year.

As outlined in Appendix C, the Director can revise the inflation index in the first clause as long as the premium reduction
is at least 15% over the first four years. Our modeling assumes an inflation index based on the Consumer Price Index
— Medical (CPI-M) plus an adjustment for utilization and morbidity changes in the local Nevada individual market, as
described in Appendix C. Furthermore, based on the State of Nevada’s methodology outlined in Appendix C, the
reference premium defined in Section 10.6(d) is replaced by an “average reference premium’ as defined in the
guidance. The "average reference premium” is not tied to the second clause. Our modeling assumes that the non-PO
plan premiums will trend at the medical inflation index each year.

Further, SB420 allows the Director to change the requirement of 5% savings in the first year. At the direction of the
State of Nevada, our modeling assumes that the requirement will be 4% in the first year of the PO.

The analyses in this report disregard the second clause of the reference premium definition and assume the
average reference premium is based on 2024 SLCS premium trended at CPI-M plus an adjustment for utilization
and morbidity.

The second constraint included in Section 10.4(b) of SB420 states that PO premium growth cannot increase in any
year by more than MEI. Appendix C outlines that the Director has similar discretion to revise the inflation index applied
to restrict the annual PO premium growth as is allowed for the reference premium, as described above. Consistent with
the reference premium assumptions, our modeling assumes the Director will select an inftation index based on CPI-M
plus an adjustment for utilization and morbidity changes appropriate for the local market.

The analyses in this report assume annual PO premium growth cannot exceed expected general medical
inflation based on CPI-M plus an adjustment for utilization and morbidity.

The third constraint in Section 10.5 of SB420 targets at least a 15% reduction in the PO premiums versus the average
reference premium in year 4. We modeled this target premium reduction consistent with the State of Nevada's
methodology outlined in Appendix C, which targets a 16% reduction in PO premiums versus the average reference
premium in year 4.

The analyses in this report assume the SLCS Public Option premium in 2029 will be at least 16% lower than
the 2024 SLSC premium trended to 2029 with expected general medical inflation.

Based on discussions with DHHS and the requirements of SB420, we expect the premium reductions to be driven from
three sources: provider reimbursement decreases, lower issuer premium expense loads required for PO plans, and
value-based purchasing initiatives. These premium reduction drivers are discussed in more detail in Appendix D.
Provider reimbursement

Nevada Department of Health and Human Services Page 7
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SB420 requires that provider reimbursement rates for the PO be, in the aggregate, comparable to or better than
Medicare rates. The law includes exceptions for certain safety net providers for whom specific payment methodologies
apply, including for federally qualified health centers (FQHCs), rural health centers (RHCs), and the Medicaid State
Plan rate for certified community behavioral health clinics (CCBHCs). The above-stated rate requirements do not apply
to reimbursement arrangements that involve the use of alternative payment models, meaning that plans and providers
may agree to alternative payment models.

B. GENERATING PASS-THROUGH SAVINGS UNDER A 1332 WAIVER

The assumption that the PO generates pass-through savings is based on two key modeling assumptions that we
describe below.

Public Option becomes the benchmark silver plan

Our modeling assumes more than one PO will be offered in each rating area; therefore, a PO offering is expected to
become the SLCS plan in all rating areas® in Nevada in 2026. While a PO being the SLCS plan is highly likely in all
years of the program, it becomes even more likely in the second through fourth years of the PO program, as the
discounts relative to the reference premium and non-PO offerings increase. It is possible that a benchmark (i.e., SLCS)
plan would not be a PO offering under the following circumstances:

= If a county had only a single issuer prior to the PO offering in 2026, it is possible that a single PO offering in
such a county in 2026 would not become the SLCS plan. In this case, the PO offering would become the
lowest-cost silver plan and the benchmark plan would be unchanged (i.e., the single non-PO offered prior to
2026) and drive no savings in federal subsidies. This circumstance is highly unlikely to occur in the two largest
rating areas, which include roughly 90% of the State of Nevada's population and individual market enrollees.
If this circumstance.occurs in the smaller counties, the overall impact would be small because there are few
QHP enrollees in these counties. We expect the overall impact on the results related to the risk of a non-PQO
offering being the SLCS plan to be minimal.

= In the first year of the PO program, when required discounts to the reference premium are only 4% per the
State of Nevada’s guidance in Appendix C, issuers could choose to price non-PO offerings very competitively
or recontract provider agreements underlying the non-PO offerings to reduce underlying cost structure, or
both. However, in such a situation, the impact to pass-through savings, assuming the PO is given credit by
CMS for the change in non-PO plan pricing and provider contracting, would be zero as this behavior would
not appear in the Baseline (no waiver) scenario.

The competitive situation as of 2022, shown in Table 5 below, shows that there are at least two issuers offering plans
with premiums within 5% of the lowest-cost silver (LCS) plan in all rating areas in Nevada. Assuming these issuers also
offer PO plans that are compliant with the required premium reductions in SB420, it is highly likely and a reasonable
modeling assumption that the benchmark plan will be a PO plan and at least 4% lower than in a Baseline (no waiver)
scenario. Although SB420 requires issuers of Medicaid managed care plans to participate in the PO, it does not
preclude non-managed care plans from participating in the PO.
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Rating Area 1 Rating Area 2 Rating Area 3 Rating Area 4
% % % %
Difference Difference Difference Difference
Rank Issuer Name toLCS Issuer Name to LCS Issuer Name to LCS Issuer Name toLCS
1 SilverSummit 0.0% Friday Health 0.0% Friday Health 0.0% SilverSummit 0.0%
2 SilverSummit 0.1% SilverSummit 0.2% Anthem 0.5% SilverSummit 0.1%
3 Friday Health 0.8% SilverSummit 0.2% Anthem 1.8% SilverSummit 3.1%
4 SilverSummit 3.1% SilverSummit 3.3% SilverSummit 3.0% Friday Health 4.3%
5 SelectHealth 3.3% Friday Health 3.7% SilverSummit 31% SilverSummit 5.6%
6 SelectHealth 4.2% SilverSummit 5.8% Hometown Health 3.4% SilverSummit 5.6%
7 SilverSummit 4.5% SilverSummit 5.8% Anthem 3.5% SilverSummit 7.2%
8 Friday Health 4.5% SilverSummit 7.4% Friday Health 3.7% Friday Health 8.1%
9 SilverSummit 4.6% SilverSummit 9.0% Anthem 4.5% SilverSummit 8.8%
10 SilverSummit 7.2% Aetna 9.1% Anthem 5.8% SilverSummit 10.9%

Reference premium tracks closely to individual market

Modeling also assumes that the reference premium inflation index (CPI-M plus utilization / morbidity adjustment) tracks
closely with overall increases in gross premiums for the individual market and non-PO plans. This is the intent of SB420
and the DHHS guidance outlined in Appendix C.

Table 6 shows a simple illustration of the mechanics behind how the PO generates pass-through savings under a 1332
waiver, given the requirements of SB420 and the State of Nevada’s methodology outlined in Appendix C. Table 6 uses
a 4% overall market trend (Line 2) and a 4% trend rate on the reference premium for the PO.

2024 2026 2027 2028 2029
(1)  Second Lowest Cost Silver Plan* (non-PO) $ 546.21 $590.78 $614.41  $638.99 $664.55
(2) Assumed Annualized Trend 4.0% 4.0% 4.0% 4.0%
(3) Reference Premium $ 546.21 $590.78 $614.41  $638.99 $664.55
(4) Assumed Annualized Trend 4.0% 4.0% 4.0% 4.0%
(5) Public Option Premium $567.01 $563.66  $560.89 $558.14
(6) Cumulative Difference From Reference Premium -4.0% -8.3% -12.2% -16.0%
(7) Cumulative Difference From Baseline 4.0% -8.3% -12.2% -16.0%

* This is a composite across all ages based on Nevada demographics; does not represent a specific age.

We note the following in Table 6:

= Line 1 shows the projection for the SLCS in 2024, trended at 4% through 2029.% The 4% trend is based on
projections of per capita spending in the private insurance markets from CMH National Health care
Expenditure data, reduced by approximately 1% for value-based care initiatives in the Nevada market.
Additional references and information on this can be found in Section 6 of this report.

8 The modeled 2024 premium is based on actual 2022 premiums, trended forward two years at 6% for the first year based on expected average 2023
rate increases and at the 4% projected trend assumption for the second year. Premium amounts in 2025 do not have a direct bearing on our modeling.
Therefore, we intentionally do not include a column for 2025 in Tables 6 and 7.
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This represents a forecast of the individual market premiums in absence of the PO.

= Line 3 is the calculated reference premium as defined by SB420 and reflecting the State of Nevada's
methodology and guidance outlined in Appendix C. It is assumed that medical unit costs will trend at the CPI-
M index, which we estimate in this modeling at 3.7%.7 We also assume that an appropriate utilization and
morbidity adjustment will be chosen that will be consistent with overall individual market dynamics in Nevada.
In this case that adjustment is assumed to be 0.3% such that the reference premium trend equals the overall
market change in premiums. Additional information and references on this can be found in Section 6 of this
report.

= Line 6 shows that the Public Option premium, in accordance with the requirement of SB420 and the State of
Nevada's methodology and guidance outlined in Appendix C, is 4% less than the calculated reference
premium in year 1 of the program and 16% less by year 4.

=  Line 7 illustrates that the difference between PO offerings and the estimated individual market premium without
the waiver is also 4% in year 1 and 16% by year 4, as intended. This difference is identical to the PO's
difference to the reference premium (Line 6) because the reference premium is assumed to be indexed at a
rate that is reflective of the overall individual market in Nevada, in this case 4%.

As Table 6 illustrates, PO plans have achieved the required 16% savings relative to the reference premium and because
the reference premium tracks to the market, the PO is also 16% below non-PO plans.

By contrast, it is not the intent of SB420 and the DHHS guidance outlined in Appendix C for the PO offerings to be any
lower than 16% below non-PO plans by year 4. PO savings relative to non-PO plans of greater than 16% could occur
if an inflation index applied to the reference premium does not appropriately reflect local individual market dynamics.

For example, if the reference premium were to be trended at a rate lower than the overall individual market, PO plans
would end up being lower than 16% below non-PO plans. in Table 7 below, we assume, for illustrative purposes, a
reference premium trend of 3%, which is 1% below the overall individual market trend of 4%.

2024 2026 2027 2028 2029
(1 Second Lowest Cost Silver* (non-PO) $546.21 $590.78 $614.41 $638.99 $664.55
2) Assumed Annualized Trend 4.0% 4.0% 4.0% 4.0%
(3)  Reference Premium $546.21 $579.48 $596.86 $614.77 $633.21
4) Assumed Annualized Trend 3.0% 3.0% 3.0% 3.0%
(5)  Public Option Premium $556.16 $547.56 $539.63 $531.81
(6) Cumulative Difference From Reference Premium -4.0% -8.3% -12.2% -16.0%
@ Cumulative Difference From Baseline -5.9% -10.9% -16.5% -20.0%

In the example above, the reference premium is only trending at 3% (Line 4) while the overall individual market is
trending at 4% (Line 2). This implies that the PO plans could be as much as 20% lower (Line 7) than the overall market
rather than the 16% described in DHHS guidance in Appendix C.

Assuming PO savings beyond the 16% by year 4 or to assume increasing annual savings in perpetuity is not realistic
nor required by SB420 and, for modeling purposes herein, would overstate pass-through funding. Such an assumption
implies that PO offerings would or could find additional cumulative savings in PO plans above and beyond the 16%.
This could be challenging as it puts undue burden on providers, issuers, or both. If cost savings above 16% were not
found, PO plans would have to be underpriced, which could destabilize the market and provide disincentives for issuers
to offer a PO plan in the first place.

7 BLS Data Viewer data pulled May 10, 2022, See https://beta bls. gov/dataViewer/view/timeseries /CUSRO000SAM2Z;jsessionid=FF163662AB94EE4
BOBDOF2F327CCEAD.
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In summary, SB420 generates pass-through funding primarily through a) the requirement that PO plans are a certain
percentage below the reference premium over the course of the first four years of the program, and b) the likelihood
that this requirement results in a PO offering as the SLCS or benchmark premium in all areas. We assume no additional
savings from the PO related to annually indexing the reference premium to an artificially low measure of health care
inflation (illustrated in Table 7) that is not reflective of the overall individual market. Nor do we assume that PO offerings
will contain materially greater advantages in provider reimbursement cost structure, medical management, or value-
based purchasing (VBP) to support lower premiums beyond the 16%. Under the assumption that the reference premium
is properly indexed to the overall individual market, as is the intent of the DHHS Guidance in Appendix C, the PO will
continue to generate pass-through funding under the waiver beyond the first four years of the program.

Sources of PO premium savings

We assume the procurement process used by DHHS and the requirement of good faith Public Option (PO) bids by
MCOs participating in Nevada's Medicaid program will produce PO offerings that comply with the premium reduction
targets outlined in the DHHS guidance in Appendix C. Reductions in costs underlying PO premiums are assumed to
come from three sources listed in order importance:

=  Reductions in provider reimbursement unit costs: It is expected that unit costs paid to facilities and professional
providers in Nevada will be reduced to support the lower PO premium targets. See the provider tying analysis
in Appendix D to review more information on the estimated impact of these premium reductions on provider
revenue and participation.

= Reductions in administrative costs: Issuers will be required to price PO plans with a smaller expense load
relative to non-PO plans. Reductions in administrative expenses will reduce premiums for PO plans relative
to non-PO plans. The expense loads to achieve this premium differential will be set by the Director and will
grade in over the course of the first four years of the program.

= Improved cost structures and efficiencies due to value-based purchasing initiatives: Based on discussions
with DHHS and the provisions in SB420 related to value-based purchasing, it is expected that the state will
see an increased use of these initiatives with providers across both Medicaid managed care organizations
(MCOs) and PO plans. When these initiatives are aligned across markets in this manner, it increases the
likelihood that providers will experience success with respect to their patient populations and outcomes, in
addition to reduced administrative burden. The actual scope and impact of these initiatives will likely vary by
issuers participating in the PO and specific estimates of these issuers are outside the scope of this analysis.

This analysis assumes that premium reduction targets under the PO program will be achieved by some combination of
the above initiatives. It should be noted that if any one of the sources of savings does not materialize or materializes
less than expected, the remaining savings from other sources must increase in order for the PO offerings to achieve
their premium reduction goals.

These cost reductions and the resulting premium savings that comply with the premium reduction targets outlined in
DHHS Guidance in Appendix C are assumed to phase in over the course of the first four years of the PO program.

C. FEDERAL 1332 WAIVER REQUIREMENTS

The federal requirements applicable to Section 1332 State Innovation Waivers are summarized below.

Section 1332 waiver guardrails

CMS requires 1332 waivers to satisfy four guardrails. As explained in more detail below, the proposed Nevada 1332
Public Option (PO) waiver meets the first three guardrails by design. The fourth guardrail (deficit neutrality) will be
impacted by several factors that cannot be known with certainty prior to implementation; however, our analysis shows
that the PO is expected to satisfy this guardrail under all four scenarios we modeled.

1. Affordability of premiums and cost-sharing

Section 31 CFR 33.108(f)(3)(iv)(B) requires that premiums and cost-sharing under the waiver must be at least as
affordable overall as premiums and cost-sharing absent the waiver. The PO satisfies this requirement by requiring
that the PO premiums be lower than the reference premium by a specified percentage. By statute, the reference
premium cannot be greater than the 2024 SLCS, trended to the benefit year based on a medical inflation index
plus an adjustment for local market utilization and morbidity changes (see Appendix C), for the first four years of
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the PO program. Because we assume the non-PO premiums in the individual market trend at this index (assumed
to be 4%, as noted above), these constraints on the reference premium and PO premiums ensure that the PO
premium does not exceed projected premium amounts without the waiver.

The State of Nevada will not force enrollees to select a PO offering; however, the premiums and cost-sharing
available under the waiver will be at least as affordable as premiums and cost-sharing absent the waiver
for all enrollees. In short, the affordability guardrail is fulfilled because all enrollees will have access to a PO
offering.

Although the affordability guardrail is met, the actual premium savings realized by individuals may vary based on
the enrollee’s level of subsidy and plan selection.

= Unsubsidized: Current enrollees who are not eligible for any subsidies will realize the entire premium savings
driven by the PO if they switch to a PO plan. If they elect a non-PO plan, they will not realize any direct impact
due to the PO, unless market dynamics cause the PO to influence premium rates for non-PO plans.

= Lightly subsidized: Current enrollees who receive small subsidies may realize some premium savings if the
PO premium falls below the enrollee’s current net (after subsidy) premium and they elect a PO plan. Any
savings driven by the PO for these enrollees will be shared with the federal government, which is then passed
through to the State of Nevada under the waiver. If they elect a non-PO plan, these enrollees may pay higher
premiums because they will be paying the difference between the pre-PO subsidies (based on a higher
benchmark silver plan) and the lower post-PO subsidies (based on a lower PO benchmark plan). Add similar
sentence to heavily...

=  Heavily or fully subsidized: The impact of the PO on premiums for current enrollees who receive substantial
subsidies will depend on whether they elect a PO plan or a non-PO plan. If they switch to PO plan, their net
premium will remain the same as without the PO. If they do not elect a PO plan, their net premium will likely
increase to offset the decrease in federal subsidies. However, given the State’s intent to use pass-through
funding to provide additional premium subsidies, the final net premiums (after all subsidies) will be lower than
without the waiver, on average.

The federal premium subsidy structure will remain unchanged with the introduction of the PO plans. The
out-of-pocket premium cost for the SLCS for a member will continue to be limited to a percentage of household
income prescribed under the ACA. Additionally, the State of Nevada may decide to use some of the pass-through
savings from the PO to increase premium and / or cost-sharing subsidies. Therefore, the consumer premiums or
cost-sharing requirements under the PO will be no greater than, and possibly lower than, the cost-sharing required
absent the PO.

The mechanics of a PO offering and corresponding 1332 waiver are different from a reinsurance waiver in at least
one important way. Under the latter, premiums for all plans offered in the market will be reduced by the effects of
the reinsurance program, as the index rate® is lowered by the expected reinsurance program receipts. Therefore,
all premiums are reduced, regardless of QHP issuer, although in practice issuers can and often do price somewhat
different impacts into their premiums to account for their anticipated issuer-specific receipts under the program.
The savings from these lower gross premiums accrue to either the consumer (in the case of an unsubsidized
enrollee) or the federal government (in the case of a subsidized enrollee) or a mix of both. ©

This contrasts with a PO program where PO offerings are brought into the market and one of these offerings is
assumed to become the lowest-cost silver plan. All other non-PO offerings are assumed to be largely unaffected
in terms of price.? In this case, both the unsubsidized and the subsidized enrollee may not see any reductions in
their premiums unless they switch to the PO offering that has become the lowest-cost or second lowest cost silver
plan.

Section 5 of this report illustrates the projected premium reductions under each PO scenario in Section 3 below,
based on the SLCS plan, which is the benchmark plan used to determine premium subsidies.
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Comparable number of state residents covered

Section 31 CFR 33.108(f)(3)(iv)(C) requires that coverage must be provided to a comparable number of state
residents under the waiver as would be covered without the waiver. The Nevada PO legislation does not contain
any provisions that would be expected to decrease the number of state residents covered. To the contrary, the PO
may increase the number of state residents covered because it will result in lower premiums and possibly enhanced
cost-sharing.

Section 4B of this report illustrates the projected coverage for State of Nevada residents under each PO scenario
in Section 3 below.

Comparable coverage

Section 31 CFR 33.108(f)(3)(iv)(A) requires that coverage provided under the waiver must be at least as
comprehensive overall as coverage available without the waiver. The waiver does not make any changes to the
requirements for QHPs, network adequacy, metallic level requirements (including de minimis amounts), essential
health benefits, or other coverage requirements; therefore, the Nevada 1332 waiver complies with this guardrail.

No increase to federal deficit

Section 31 CFR 33.108(f)(3)(iv)(D) states that the waiver will not increase the federal deficit, either over the
five-year waiver period or the 10-year federal deficit neutrality window. CMS requires the total of various costs to
be considered when determining the impact on the federal deficit. Section 5 of this report details those costs and
the treatment of them in this waiver modeling. It also shows the projected federal subsides during the 10-year
federal deficit neutrality window under each scenario described in Section 3 below, including the Baseline
scenarios without the waiver. The PO scenarios presented in this report illustrate that the Nevada 1332 waiver is
not expected to increase the federal deficit when compared to the Baseline scenarios without the waiver. The
analysis shows that federal costs are expected to decline due to the lowering of the SLCS benchmark premium,
which lowers the aggregate federal subsides, even after accounting for additional subsidized enroliment.

Other federal requirements

A 1332 waiver must meet several other federal requirements related to modeling parameters, program operations, and
reporting. The following requirements are considered in the actuarial analysis and described in this report, as applicable:

1.

Current law requirement

Guidance from CMS, including 86 FR 53459, states that the analysis must only reflect law and legislation that has
currently been enacted. The analysis must also ignore the effects of any accompanying 1115 waiver, if applicable.
As of the date of this document, ARP and the corresponding higher enrollee premium subsidy amounts are
intended to sunset at the end of 2025. We cannot predict whether the ARP subsidies will be further extended
beyond 2025. Given this fluid situation, the actuarial and economic analysis is prepared under two different
frameworks to reflect both the presence of ARP and its absence. As previously mentioned, the waiver must assume
current law (state and federal). This includes applying the State of Nevada's interpretation of statute regarding the
premium reduction target; see Appendix C for state-specific guidance regarding the methodology to be utilized by
the State of Nevada. And thus, this modification to the requirements of a 1332 waiver has been discussed with the
Center for Consumer Information and Insurance Oversight (CCIIO).

Health coverage analysis

Section 31 CFR 33.108(f)(4)(ii)(B) requires that the 1332 waiver include a detailed analysis of the impact of the
waiver on health insurance coverage in the State of Nevada. Based on the provisions of the PO legislation, we
reasonably assume the Nevada PO will not have a material impact on enroliment in other markets. Specifically,
the populations eligible to enroli in the PO are the individual market and the uninsured. Employer groups, including
small employers, are not eligible to enroll in the PO."" The enroliment changes in the markets other than the
individual and uninsured that are modeled in the actuarial analysis are attributable to forces unrelated to the PO,
including population growth and shifts, the expiration of ARP, and the end of the PHE.
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3. Demographic information

Section 31 CFR 33.108(f)(4)(iii}(A) requires that the 1332 waiver include the following:

Information on the age, income, health expenses, and current health insurance status of the relevant
state population.

The number of employers by number of employees and whether the employer offers insurance.
Cross-tabulations of these variables.

An explanation of data sources and quality.

Our actuarial analysis later in this report includes these elements with the exception of the number of employers
by number of employees and whether the employer offers insurance, as that information is not used in the model.

4. Explanation of assumptions

Section 31 CFR 33.108(f)(4)(iii)(B) requires that the 1332 waiver include an explanation of the key assumptions
used to develop the estimates of the effect of the waiver on coverage and the federal budget, such as individual
and employer participation rates, behavioral changes, premium and price effects, and other relevant factors. These
key assumptions are described within this report.

5. Additional federal requirements that the State of Nevada will need to consider, but that do not impact the actuarial
analysis, are shown in Appendix E for reference.

D. CURRENT NEVADA COVERAGE LANDSCAPE

In 2022, as context and a baseline for further modeling, we estimate the number of Nevadans with coverage in the
various available public and private health insurance markets. Note, these enroliment totals are provided as general
estimates, particularly given that 2022 is a partial year as of the date of this analysis. Eligibility for coverage in each of
these markets is primarily a function of employment status, employer health insurance offerings and affordability,
household income relative to the federal poverty level (FPL), age, disability status, family circumstances, and other
potential factors.
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Individual

7 -

#

= Not
Uninsured
298,000 APTC
Eligible
237,000

Sources: Medicaid: Milliman PHE research, State of Nevada DHHS Medicaid Chart Pack; Individual: Silver State Health Insurance Exchange, American
Community Survey, CMS 2022 Open Enroliment Files; Medicare: Kaiser Health Foundation; Employer: American Community Survey; Uninsured Split:
Guinn Center "Nevada's Uninsured Population," page 26,

In 2022, approximately 90.1% of Nevadans had health insurance coverage through one of the public or private markets
shown above, leaving approximately 9.1% of Nevadans uninsured. The stated intent of the PO is to increase coverage
for currently uninsured residents, particularly those who are currently eligible for PTCs, but are not enrolled.

Since March 2020, all coverage markets have been affected by the public health emergency (PHE), which has several
implications for the PO and the waiver modeling herein. In addition to the overall impact of the PHE on health care
utilization and costs in all markets, PHE-related policy changes may also affect how the PO will interact with other
markets. For each of the existing markets, we discuss the relative importance of the market in terms of its relationship
with the individual market, the impact of the end of the PHE, enhanced subsidies under ARP, and the interaction of
those effects.

Medicare

The primary source of coverage for older Americans and those with qualifying disabilities is Medicare. Based on the
program design of the PO, we do not assume any enrollment will transition between Medicare and the individual market
because of the PO offering. Although some individual market enrollees will become eligible for Medicare based on age
between 2022 and 2026, we assume the overall enroliment distribution among insurance markets in Nevada, excluding
the uninsured population and individual market, will remain consistent over time under the non-waiver Baseline
scenarios and the waiver scenarios. 2

Employer-sponsored

Based on the PO program design, we do not assume any enroliment will transition between employer-sponsored
coverage and the individual market, other than what would normally happen. Norma! movement between these markets
is often due to the offering rate of employer-sponsored coverage and the affordability of that offer. We assume these
dynamics will remain consistent with past patterns and similar under waiver and non-waiver scenarios because
premiums under the PO are not expected to be sufficiently advantageous relative to the employer group market to
incentivize movement to the PO.

" WMedicare enroliment does not impact the determination that Nevada s 1232 waivel meets the required guardrails discussed in this repornt
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Medicaid

The Nevada Medicaid program provides health care coverage for beneficiaries who qualify on the basis of income,
disability, or other factors, such as being in foster care or receiving adoption assistance. In general, beneficiaries who
qualify for Medicaid are not eligible to acquire health care coverage or receive premium tax credits on the Silver State
Health Insurance Exchange. However, enroliment application increases on the exchange have sometimes led to
increased Medicaid enrollment because some of the uninsured who apply for coverage on the exchange are redirected
to the Medicaid program.

As a result of the Families First Coronavirus Response Act (FFCRA), state Medicaid programs are subject to
Maintenance of Eligibility (MOE) requirements to qualify for a temporary 6.2-percentage-point Federal Medical
Assistance Percentage (FMAP) increase.'® States are not permitted to disenroll anyone from Medicaid until the PHE
expires unless the member is deceased, moves out of state, or asks the state to be disenrolled. Enroliment in Medicaid
populations where eligibility is tied to income has grown significantly since the beginning of the PHE, particularly among
adults. Once the PHE expires, assumed in this analysis to occur sometime between the date of this analysis and the
beginning of the PO in 2026, states will be required to redetermine Medicaid eligibility and disenroll those who no longer
qualify. We expect some of these disenrolied members to be eligible for individual insurance and premium tax credits
through the Silver State Health Insurance Exchange. Although the exact date the PHE will expire is still uncertain, the
PHE is generally expected to expire well enough in advance of the Nevada PO that MOE disenroliment will be
completed prior to the PO effective date. This waiver analysis assumes a portion of 2022 Medicaid enrollees will enroll
in the Silver State Health Insurance Exchange during 2023. Provided the PHE expires by late 2024 and the
disenrollment process is completed prior to 2026, we do not expect the exact timing of the expiration of the PHE to
have a material impact on the results of the waiver analysis. This transition from Medicaid to the Silver State Health
Insurance Exchange is reflected in all Baseline and PO scenarios.

Individual coverage

Since the inception of the ACA, health care coverage on the Silver State Health Insurance Exchange has been available
on a guaranteed issue basis to Nevadans who are not eligible for other coverage (employer, Medicare, Medicaid) and
have qualifying immigration status. This includes people with household incomes greater than 138% of the FPL and
some specific populations with incomes less than 138% of the FPL, such as legal immigrants, who are not eligible for
Medicaid.

Prior to the PHE, qualifying enrollees with household incomes up to 400% FPL were eligible for federal subsidies to
offset part or all of their premium payments. The American Rescue Plan Act of 2021 (ARP) legislation passed in
response to the PHE extended federal subsidies on marketplace plans to enrollees with incomes greater than 400%
FPL and enhanced subsidies for those below 400% FPL. These enhanced subsidies were renewed through 2025 with
the Inflation Reduction Act.

The potential end of the PHE and enhanced subsides under ARP will both have significant impacts on the individual
market in Nevada. In particular, material changes in enrollment and morbidity could occur that will affect pass-through
funding estimates modeled in this report. As with Medicaid, we assume these changes will occur between now and the
beginning of the PO in 2026.

In 2021, the Biden administration announced administrative changes that affected certain individuals previously unable
to enroll in exchange coverage due to the so called “family glitch.” Proposed rules for these changes were released in
October 2022. These changes made it easier for these individuals and their families to enroll, in many cases. This may
result in a potential increase in enroliment in Nevada’s individual market, coming primarily from the uninsured.
However, the increase would be small and would appear in both the Baseline and waiver scenarios, with an immaterial
impact overall on pass-through funding. Therefore, we do not make any specific assumptions on the impact of this
change in our modeling, assessing it to be relatively small, with the estimated effect being similar with or without the
waiver.

"* Dolan, R et al (December 17 2020) Medicaid Maintenance of Eligibility (MOE) Requirements: Issues to Watch Kaiser Family Foundation
Retiieved November 8 2022 from hitps://www. kff.org/medicaid/issue-brief/medicaid-maintenance-of-eligibility-moe-requirements-issues-to-watch/

'* CMS has estimated an inciease of 1 million individual market enrollees nationwide due to this change
https:/iwww.federalregister.gov/documents/2022/10/13/2022-221 84/affordability-of-employer-coverage-for-family-members-of-employees#p-215
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Uninsured

The number of uninsured in Nevada will fluctuate for various reasons over time, but for purposes of this analysis material
fluctuations can be expected due to the end of the PHE and the end of enhanced subsidies under ARP. Specifically,
we assume a portion of those disenrolled from Medicaid due to the ending of the PHE will become uninsured. Likewise,
if ARP ends, some people on the individual market may disenroll and become uninsured.

The number of uninsured in Nevada becomes important in the modeling of pass-through funding as the uninsured are
the exclusive pool from which we assume new individual enrollment will enter when the PO is offered under the waiver
scenarios.

E. PROJECTED 2026 NEVADA COVERAGE LANDSCAPE

The PO will begin in 2026; however, as described above, we anticipate changes in the Nevada coverage landscape
between 2022 and 2026 due to the anticipated expiration of the PHE and the possible expiration of ARP. To advance
the enrollment and population estimates from 2022 to 2026 for purposes of establishing a baseline scenario for
modeling pass-through funding, the impacts from the PHE, ARP, and general population growth are shown in Table 8.
These values are rounded to emphasize that they are estimates of enrollment four years out with material known
changes to the coverage landscape taking place by then, as well as potential unknown changes. There is a high degree
of uncertainty related to these projections, but they represent reasonable expectations given current information and
for purposes of this modeling.

Employer-
Uninsured Sponsored /
Uninsured Non-PTC- Medicaid/ Medicare /
Individual PTC-Eligible* Eligible™* CHIP Other Total

2022 Enrollment 114,500 61,000 237,000 788,000 2,068,500 3,269,000
PHE Ends 15,700 33,000 0 (191,000) 142,300 0
Population Growth 6,100 3,200 12,600 41,800 109,700 173,400
2026 Enroliment 136,300 97,200 249,600 638,800 2,320,500 3,442,400

“Includes members who may not qualify for subsidies based on income and gross SLCS premium
**Includes members eligible for employer-sponsored insurance or Medicaid, or who do not qualify for the individual market due
to immigration status

We note the following regarding Table 8:

=  We estimate Medicaid disenrollment by looking at historical Medicaid data over the past two years to estimate
the enroliment increase due to the PHE. We assume some of the enroliment growth during the PHE remains,
but enroliment will revert closer to pre-PHE levels. Further, we assume that beneficiaries disenrolled from
Medicaid who transition to the individual market will all be PTC-eligible.

= We assume beneficiaries disenrolled from Medicaid will enroll in employer-sponsored and individual
coverage or go uninsured approximately in proportion to current market sizes (i.e., proportional allocation).

*  We assume population growth at 1.3% annually.®

Table 9 illustrates the projected 2026 coverage landscape assuming both the PHE and ARP expire before 2026. These
values are rounded for the same reasons as in Table 8.

"* The sources used to inform the population growth assumption are described in Section 6 below.
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Employer-
Uninsured Sponsored /
Uninsured Non-PTC- Medicaid / Medicare /
Individual PTC-Eligible* Eligible** CHIP Other Total

2022 Enroliment 114,500 61,000 237,000 788,000 2,068,500 3,269,000
PHE Ends 15,700 33,000 0 (191,000) 142,300 0
ARP Ends (30,000) 16,000 14,000 0 0 0
Population Growth 6,100 3,200 12,600 41,800 109,700 173,400
2026 Enroliment 106,300 113,200 263,600 638,800 2,320,500 3,442,400

*Includes members who may not qualify for subsidies based on income and gross SLCS premium
**Includes members eligible for employer-sponsored insurance or Medicaid, or who do not qualify for the individual market due to
immigration status

We note the following regarding Table 9:

= \We assume the expiration of ARP subsidies at the end of 2025 will result in some current individual market
enrollees transitioning to uninsured PTC-eligible status because required out-of-pocket premiums will increase
for many enrollees.

= Moreover, given the structure of ARP subsidies, specifically that those with incomes over 400% FPL are
eligible for subsidies, the ending of ARP subsidies will make these enrollees ineligible for subsidies. Hence, a
material portion of the uninsured over 400% FPL move into the uninsured non-PTC-eligible segment.

= We estimate the total number of enrollees transitioning out of individua! coverage (30,000) by reviewing the
change in historical enrollment from 2019 to the open enroliment of 2022 in the State of Nevada. The detailed
assumptions used to develop these projected enrollment impacts are described in more detail in Section 6
below.
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Ill.  DESCRIPTION OF SCENARIOS

Due to uncertainty regarding the future of ARP subsidies, we prepared our analysis under two frameworks. The first
framework (With ARP) assumes the continuance of ARP subsidies. The ARP framework is the starting point for our
analysis because the most current enrollment data used in our analysis reflects the existence of ARP subsidies. The
second framework (Without ARP) assumes the ARP subsidies expire sometime before 2026. As of this writing, ARP
subsidies are set to expire at the end of 2025; therefore, the Without ARP framework represents current law. We
modeled a Baseline scenario under each framework to iilustrate the projected enroliment, premiums, and federal costs
without the Public Option (PO). From there, we modeled two PO scenarios under each framework to illustrate the
potential impact of the PO on enroliment, premiums, and pass-through savings with additional State of Nevada premium
subsidies (State Premium Wrap) and without them (PTF Accumulation).

A. DESCRIPTION OF SCENARIOS

The scenarios are summarized in Table 1, as shown in the Executive Summary and reproduced here for convenience.
The scenarios are described in additional detail throughout this section.

Framework Scenario Description
With ARP Scenario 1 Baseline — No Waiver
Scenario 1A Public Option — PTF Accumulation
Scenario 1B Public Option — State Premium Wrap
Without ARP Scenario 2 Baseline — No Waiver
Scenario 2A Public Option — PTF Accumulation
Scenario 2B Public Option — State Premium Wrap

All PO scenarios assume the PO will achieve the gross premium savings targets, namely 4% in the first program year
(required) and growing by at least 4% per year to at least 16% by year 4, consistent with direction from the State of
Nevada, SB420, and the State of Nevada's methodology outlined in Appendix C. All PO scenarios also assume at least
one bronze PO offering will be available in each rating area. Also, PO plans will be available to off-exchange enrollees
at full-cost (unsubsidized).

Pass-through funding is the difference between the net federal spending (outlays minus revenues) that would have
been generated without the waiver (the Baseline scenarios) and the net federal spending after the waiver. To the extent
the Section 1332 waiver reduces net federal spending, these savings can be passed through to the State of Nevada
(i.e., pass-through funding) to be used for various purposes, such as reducing enrollee out-of-pocket premium costs
(either subsidized or unsubsidized) or providing further incentives to either enroll in coverage (if uninsured) or stay
enrolled (if currently enrolled). Under any PO scenario, pass-through funding could also be used for outreach or other
initiatives that do not solely or directly impact the individual market. SB420 does require that the state’s administrative
costs to operate the PO program be funded first by the pass-through funding before it is used to fund other initiatives.

= PTF Accumulation scenarios: Scenarios 1A and 2A assume the pass-through funding is not used to directly
impact the individual market in the State of Nevada. They are intended to provide additional context since the
state has not yet finalized how the pass-through funds will be used. The PTF Accumulation scenarios illustrate
the minimum additional enrollment expected to result from the introduction of the PO and the maximum
pass-through funding that may be available before pass-through funding is used for other subsidies or
outreach efforts. The state can use the pass-through savings to offset enrollee out-of-costs in the individual
market (e.g., through cost-sharing or supplemental premium wraps) or to fund other initiatives (e.g., outreach
to uninsured who may be eligible for coverage through the state’s exchange).

= State Premium Wrap scenarios: Scenarios 1B and 2B assume the federal pass-through funds are used to
reduce enrollee premiums via additional state premium tax credits “wrapped” around federal premium tax
credits. Although the state has not yet determined how the pass-through funds will be used, these scenarios
illustrate how pass-through funding may be impacted if the funds are used to reduce member costs, At the
State of Nevada’s direction, we assumed the state premium subsidies will be directed toward lower-income
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enrollees and available on both PO and non-PO plans purchased through the exchange. See Section 3B
below for further discussion of PO take-up rates in the presence or absence of state subsidy wraps.

Table 10 shows the range of the member premium amount for the second lowest cost silver plan as a percentage of
income modeled in each of the scenarios. For example, the maximum member premium amount for a member who
earns between 151% to 200% FPL will be between 0% and 1.99% of the member's income under Scenarios 1 and 1A,
and the maximum member premium under Scenario 1B will be between 0% and 1.0% of the member's income.
The State Premium Wrap scenarios in columns (2) and (4) with bold font and shading indicate where the maximum

member premium amount with the state premium wrap is modeled to be different from federal subsidies only.

Member Income as %
of FPL

With ARP Without ARP
Federal Only Federal Only With State
(Scenarios With State Premium (Scenarios 2 Premium Wrap

1and 1A)

Wrap (Scenario 1B)

and 2A)

(Scenario 2B)

(1)

2

3)

4)

Max Member

Premium as % of

Max Member

Premium as % of

Max Member

Premium as % of

Max Member

Premium as % of

Income Income Income Income
0% to 100% 0.00% 0.00% 2.07% 0.25%
100% to 133% 0.00% 0.00% 2.07% 0.25%
134% to 150% 0.00% 0.00% 3.10% to 4.13% 0.75% to 1.74%

151% to 200% 0.00% to 1.99% 0.00% to 1.00% 4.14% 10 6.51% 1.75% to 3.74%
201% to 250% 2.00% to 3.99% 1.01% to 1.99% 6.52% to 8.32% 3.75% t0 8.32%
251% to 300% 4.00% to 5.99% 2.00% to 3.99% 8.33% t0 9.82% 8.33% t0 9.82%
301% to 400% 6.00% to 8.49% 4.00% to 8.49% 9.83% 9.83%
401% to No Limit 8.50% 8.50% NA NA

Note: The federal-only percentages (Scenarios 2 and 2A) reflect the maximum member premium percentage for CY 2021. These
percentages are indexed each year. For example, the percentage for 300% FPL will decrease from 9.83% to 9.12% in CY 2023. For
modeling purposes, the CY 2021 percentages were us=d for each year of the 10-year projections.

The premium wrap structure shown in Table 10 is not final, but it reflects the general intentions of DHHS to differentially
direct subsidies by the various income levels under either the ARP or non-ARP situations. As the beginning of the PO
program approaches, it is certain that updated pooulation by income data will be used to restructure the state premium
wraps, possibly substantially. In particular, DHHS has indicated a preference to mitigate large percentage increases in
PTC-eligible enrollees’ net premiums at lower income levels. The assumptions used in this modeling are reasonable
estimates given the purpose of this analysis and these broad goals.

Table 11 lists the key assumptions that impact each scenario. A brief description of each is provided below. Detailed
methodology and sourcing can be found in Secticn 6 of this report.
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With ARP Without ARP
State State
PTF Premium PTF Premium
Baseline  Accumulation Wrap Baseline  Accumulation Wrap

Enroliment

General population growth X X X X X X

Expiration of the PHE X X X X X X

Expiration of ARP subsidies X X X

PO appeal X X X X

State premium subsidy wrap X X

PO bronze offering X X X X
Premiums

Non-PO premium increases X X X X X X

Expiration of the PHE (morbidity) X X X X X X

Expiration of ARP (morbidity) X X X

Increased enrollment due to option

appeal (morbidity) i S = i X

Increased e.n.rollment due to premium X X

wrap (morbidity)

Premium reduction target X X X X
Subsidies

Indexed FPL X X X X X X

Indexed ACA affordability limits X X X

PO adoption rate X X X X

State wrap only on PO X X

Assumption

Brief Description

Enroliment

General population growth

Individual market enrollment after 2022 is assumed to grow at the statewide
population growth rate, or 1.3%, at a minimum. This growth is assumed to apply
uniformly (e.g., across income levels, age groups, metallic levels).

Expiration of the PHE

We assume the COVID-19 public health emergency (PHE) expires and the Medicaid
disenroliment process that will follow the expiration of the PHE is completed prior to
the effective date of the PO in 2026, most likely in 2023. Individual market enroliment
is assumed to increase due to the expiration of the PHE as Medicaid disenroliment
occurs. The impact varies by income level to account for Medicaid eligibility
categcries.

Expiration of ARP
subsidies

If ARP subsidies expire in 2025, as currently scheduled, a portion of current Silver
State Individual Health Exchange enrollees are assumed to disenroll from individual
coverage at the beginning of 2026, driven by increases in net (post-subsidy)
premiums. This decreases enroliment in the individual market and increases the
uninsured pool.

PO appeal

Some previously uninsured Nevadans who are not subsidy-eligible (mainly near or
above 400% FPL) are assumed to enroll in the ACA coverage, either on or off the
exchange, due to the lower premiums available through the PO and heightened
awareness of the exchange due to PO marketing and communications. This impact
is separate from any increased financial incentives from additional state subsidies
(described below) and occurs whether additional state premium subsidies are
offered or not.

State premium subsidy
wrap

The state-based premium subsidies (funded by the pass-through funding received
under the 1332 waiver) are assumed to result in incremental enrollment growth in
the individual market due to the lower point-of-purchase premiums. Available pass-
through funding is offset by the subsidy expenditures for new enrollees. Our
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modeling assumes the state premium subsidy wrap will begin in the second program
year (2027). See additional discussion in Section 5 below related to price elasticity.

The PO, by legislation, is only required to have silver and gold level offerings. We

PO bronze offering assume the PO also offers a bronze plan. See Section 3B for a detailed discussion.

Premiums Premiums for non-PO plans are assumed to increase 4% '® per year both with and
without the waiver. This assumption is based on CMS projections of per capita
Non-PO premium trend national health expenditures and the impact of additional value-based purchasing
initiatives that will be part of Nevada's broader efforts to move a larger share of
Medicaid and PO payments to a value-based purchasing framework.

Morbidity is the overall illness burden of a population, independent of the
population’s average age. Higher morbidity increases prices in a risk pool such as
Nevada's Individual market, all else equal.

End of PHE: We assume premiums for existing non-PO plans on the Silver State
Individual Health Exchange decrease by 0.4% in 2023 due to improved morbidity
from the additional enroliment transitioning from Medicaid after the expiration of the
PHE.

End of ARP: The exit of enrollees who leave the individual market due to the
Individual market morbidity expiration of ARP subsidies is assumed to increase morbidity by 2.5%.

Increased enrollment due to PO appeal: Morbidity is projected to improve 0.2% in
2026 and 0.1% in 2027 relative to the baseline due to additional enroliment from the
lower-priced PO. No additional morbidity changes are assumed to happen beyond
2027.

Increased enroliment due to premium wrap: Morbidity is projected to improve by
between 0.1% and 0.5% relative to the baseline (varying by framework and year) if
the State of Nevada uses pass-through savings to provide an additional premium
wrap.

We assume the PO will achieve the premium reduction target described in the

Premium reduction target agency’s memorandum of guidance in Appendix C.

Subsidies The federal poverty level (FPL) is assumed to increase by 6% in 2023 and 2.5%

Indexed FPL every year after,”?

The maximum amount of premium for which an ACA enrollee is responsible as a
percentage of their income (see Table 10 above) is indexed in the non-ARP
framework based on National Health Expenditure data and projections published by
ACA affordability limits CMS. We analyzed the changes in these values year over year prior to ARP
subsidies becoming available in 2021. Based on the historical change, we projected
income limits through the duration of the 10-year deficit neutrality window. For the
ARP framework, we assume the percentages remain constant in all years.

Fully subsidized enrollees are assumed to enroll in a PO plan at a higher rate than

PO adoption rate .
P lower or nonsubsidized enrollees.

We assume additional subsidies are only available on both PO and non-PO offerings
under scenarios involving a state premium subsidy wrap. See Section 3B for

State wrap only on PO additional discussion.

Each of the assumptions in Table 12 is developed independently based on our best estimates; however, actual
experience relative to each assumption will most likely differ to varying degrees. Furthermore, the amount of time
between this analysis and the beginning of the PO introduces additional potential for variability to the projected impact
of the PO on enroliment and costs because it extends the duration of the projection and the opportunity for unforeseen
events. We apply an additional 10% discount to the five-year waiver and 10-year deficit estimates to reflect cumulative
conservatism across all assumptions. The potential variances include, but are not limited to, enrollment volume and
distribution, plan selection, regulatory changes, utilization and cost trend, and member agency.

'® CMS Download NHE Projections - Tables (ZIP) Table 1 Line 34, Private Health Insurance Expendilures National Health Expenditute Data:
Projected Retrieved ~ November 9 2022, from  https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-
_Reports/NationalHealthExpendData/NationalHealthAccountsProjected
Ibid
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Additional details about the data sources, methodology, and assumptions used to model each of these scenarios are
provided in Section 6 of this report below.

B. DISCUSSION OF PUBLIC OPTION TAKE-UP RATE ASSUMPTIONS
The impact of a PO bronze offering

As noted earlier, a PO offering is assumed to become the SLCS plan across all rating areas in Nevada in all of the
PO’s first four years of operation and throughout the five-year waiver and 10-year deficit neutrality windows. The two
driving factors in the calculation of premium tax credit (PTC) savings in this analysis are (1) the percentage by which
the PO, as the SLCS, is below what would otherwise be the SLCS plan in the Baseline — No Waiver scenarios, and (2)
the total enroliment of PTC-eligible individuals. However, there is an additional factor that impacts the pass-through
funding, which is whether or not PO offerings are available to consumers at the bronze plan level.

Under non-waiver scenarios, subsidy-eligible individuals will sometimes purchase a bronze plan. This happens most
often when consumers have incomes greater than 250% FPL. This income level makes many enrollees eligible for
premium subsidies, but not eligible for cost-sharing reduction (CSR) subsidies, which are only available (to most
consumers) on silver-level plans at or below 250% FPL. Thus, a person in this situation may obtain no-cost bronze plan
with their subsidy rather than a silver plan where they still have some monthly premium amount. If the bronze plan is
chosen, the full subsidy available to the consumer is most likely not entirely used up and the unused portion of the
subsidy decreases the federal government expenditures.

Under a waiver scenario where PO offerings become the SLCS plan, silver plan consumers under a Baseline scenario
will likely switch to the benchmark plan or something close in price to that plan. Likewise, many bronze purchasers
under a Baseline scenario will be expected to purchase a bronze-level PO plan under a waiver scenario. If PO issuers
do not have a bronze offering available, some amount of previous bronze purchasers will be assumed to take coverage
under a PO silver plan, thereby using up the entire available subsidy.

The primary downstream implication of including bronze PO offerings for this waiver analysis is that the take-up
assumption in the PO does impact the overall pass-through funding calculation. A higher assumed take-up rate in the
PO increases pass-through funding, as it is assumed more bronze purchasers will also take up PO coverage and use
only a portion (as opposed to all) of their available subsidy.'® Said differently, if the PO only offered silver and gold
plans, take-up in the PO would have no impact at all on pass-through funding. The actual take-up of the PO offerings
will only be impactful on pass-through funding if we assume bronze-level PO plans are offered.

In our analysis, we assume a price advantage for PO offerings due to the requirements of SB420. This implies that, in
the PTF Accumulation scenarios, consumers will see additional value in the PO offerings and will take up PO coverage
at some unknown rate. Itis difficuit to predict consumer behavior in the presence of the PO's price advantage, and this
difficulty stems from several sources:

=  Although price is an important factor, consumers do not always choose a plan based on price.

=  Provider networks will be required to align with Medicaid’s broad networks to a certain extent; however, other
product features of PO offerings by the various QHPs are not known at this time.

Notwithstanding, we assume that some material share of the market will respond to the lower prices of PO offerings in
the individual marketplace, but a separate material share of the market may not take up PO coverage for various
reasons.

Therefore, under the PTF Accumulation and State Premium Wrap scenarios, we assume an ultimate take-up rate of
60% realized by the fourth year of the PO. Under the State Premium Wrap scenarios, we would likely assume a higher
PO take-up rate by year 4 if the additional incentives of the premium wraps were available only in the PO plans.
However, at this time, the state intends to offer the premium wraps to qualifying individuals in both PO and non-PO on
the exchange.

To understand the relative impact of PO take-up on the 10-year pass-through funding, the estimated impact of a 60%
versus a 70% take-up assumption for each scenario is shown in Table 13. Note, the impact of PO take-up varies by
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scenario for various reasons, including the size of available subsidies (ARP versus non-ARP) and the amount of
enrollment increase (State Premium Wrap versus PTF Accumulation).

Change in PTF impact of
Change in PO Take-Up 1% Increase in

PO Take-Up PTF (60% to 70% Take-up
Scenario 60% 70%
ARP PTF Accumulation $1,300,000 $1,309,000 0.69% 17% 0.04%
ARP State Premium Wrap $969,000 $975,000 0.62% 17% 0.04%
No ARP PTF Accumulation $704,000 $707,000 0.43% 17% 0.03%
No ARP State Premium Wrap $251,000 $252,000 0.40% 17% 0.02%

Note: All dollar values in thousands.

As can be seen in Table 13, the change from a 60% to a 70% assumed take-up in the PO has only a small impact on
pass-through funding, as expected. Appendix D shows additional analysis on the PO take-up rate’s impact to provider
reimbursement.

The assumption of a 60% public option take-up rate is based on actuarial judgement given that no Public Option
program similar to Nevada’s program and that has enroliment experience exists. Colorado’s program is approved to
begin in 2023 and Washington's program does not have key features that will distinguish Nevada's program, such as
enforceable premium targets and procurement ties to the Medicaid program. Therefore, the 60% assumption is based
on balancing considerations already noted above but, for clarity, we repeat here:

= The PO will offer a material price advantage over non-PO plans
= However, not all consumers shop on price
= Some features of the PO product offering are not known at this time

In short, given the price advantage, it is reasonable to assume some material share of the individual market will shift to
the PO. However, given the uncertainty in both consumer behavior and product features, it is also reasonable to assume
that some material share of the market does NOT switch to a PO offering.

Premium wrap structure

Based on the analysis shown above, it is clear that the higher the take-up rate in the PO, the higher the pass-through
funding due to the bronze plan mechanics described above, albeit the effect is small. These same results can be used
to draw inferences about the structure of the pass-through funding for the State Premium Wrap scenarios.

The State of Nevada could make premium subsidy wraps available to all subsidized enrollees on the exchange or they
could target them at only those enrollees on PO plans. The former would likely result in a lower PO adoption rate, and
the latter would result in a higher rate. Alternatively, the additional state subsidy may entice some current enrollees in
bronze plans to purchase a silver PO plan. This migration to silver plans could reduce pass-through funding. We did
not attempt to model all possible variations of consumer behavior in response to the PO, but we believe the 10% margin
applied to the five-year waiver and 10-year deficit amounts is sufficient to address possible variations caused by these
situations.

From Table 13 above, we can see that a 1% increase in PO take-up is worth between a 0.40% and 0.69% increase in
pass-through funding. However, pass-through funding is only one component of a broader set of considerations. There
may be other reasons to offer or not offer the premium wraps only to PO enrollees besides the financial reason noted
above, a discussion of which is beyond the scope of this report.

The scenarios shown in this report assume premium subsidy wraps are available to qualified enrollees on the
exchange who choose either a PO or non-PO plan.
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Small employer migration

While the PO is not formally available for purchase by small employers in Nevada, these employers currently have the
option to use an Individual Coverage HRA (ICHRA) to allow employees to purchase coverage on the individual market

using employer contributions. Under this analysis, this option would be available under both the Baseline scenarios
and the waiver scenarios.

While a detailed analysis of gross premiums between the individual and small group markets in Nevada is beyond the
scope of this report, we reviewed general price levels and concluded that the small group market in 2022 has a material
price advantage over the individual market. This implies that employers may have little incentive, based on the cost of
coverage alone, to adopt an ICHRA-based employee benefits approach. We assume that, over the course of the first
four years of the PO program, this price advantage decreases, but remains significant enough that an assumption of
the same migration in the Baseline scenarios and the waiver scenarios is reasonable.
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V.  ACTUARIAL ANALYSIS

This section describes the required actuarial analysis for Nevada’s Section 1332 Waiver application. Appendix A of this
report contains the actuarial certification for the 1332 waiver. A description of the actuarial analysis meeting the
requirements under 45 CFR 155.1308(f)(4)(i) and other applicable information as requested in the Checklist for Section
1332 Waiver Applications has been provided in this section for each scenario.

A. AFFORDABILITY OF PREMIUMS AND COST-SHARING

As required under 45 CFR 155.1308(f)(3)(iv)(B), a state’s proposed 1332 waiver must provide coverage and
cost-sharing protections against excessive out-of-pocket spending that are at least as affordable under Title | of the
ACA. As described in CMS-9936-N, increasing the number of state residents with large health care spending burdens
relative to their incomes would result in a waiver proposal failing to meet the affordability requirement of the 1332 waiver
application.'® Additionally, regulations state an evaluation of the affordability requirement will take into account the
impact of the waiver proposal to “vulnerable residents, including low-income individuals, elderly individuals, and those
with serious health issues or who have a greater risk of developing serious health issues.” The exhibits referenced in
this section are shown in the Exhibits section at the end of the report.

With ARP

Scenario 1A: ARP Public Option — PTF Accumulation

The ARP Public Option — PTF Accumulation premium projections are shown on the following exhibits:

Exhibit 1A.1: Statewide 10-year premium projection and change from ARP Baseline scenario
= Exhibit 1A.2: Ten-year SLCS projection and change from ARP Baseline scenario

Exhibit 1A.2 demonstrates the waiver provides coverage that is at least as affordable as the coverage available without
the waiver, as required by the guardrail. We conservatively assume some enrollees will not choose to enroll in PO
plans. The projected decrease in member premiums under the waiver shown in Exhibit 1A.1 is attributable to the PO
adoption rate assumption. Table 14 illustrates how these projected member premiums change based on different
aggregate PO adoption rate assumptions. If all eligible enrollees choose a PO plan, member premiums will decrease
by the same amount as the SLCS plan premium decreases in Exhibit 1A.1.

Note, Table 14 assumes the PO take-up rate applies in all years, whereas the scenarios modeled in this report assume
PO take-up rates increase over the first four years of the PO. Therefore, the premiums shown in Table 14 will not match
any of the scenario results for the first three projection years.

Public Option Take-Up Rate

Year 50% 60% 70% 80% 90%

2026 $579.19 $576.10 $574.42 $572.04 $569.65
2027 $589.28 $582.68 $579.11 $574.03 $568.94
2028 $600.24 $590.10 $584.59 $576.77 $568.94
2029 $611.32 $597.53 $590.02 $579.36 $568.71
2030 $635.58 $621.23 $613.42 $602.35 $591.27
2031 $661.35 $646.42 $638.29 $626.77 $615.24
2032 $687.79 $672.27 $663.82 $651.83 $639.84
2033 $715.40 $699.25 $690.46 $677.99 $665.52
2034 $744.16 $727.36 $718.22 $705.25 $692.28
2035 $773.75 $756.29 $746.78 $733.30 $719.81

' See https://www.gpo.gov/fdsys/pkg/FR-2015-12-16/pdf/2015-31563.pdf for more information
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Scenario 1B: ARP Public Option — State Premium Wrap

The ARP Public Option — State Premium Wrap premium projections are shown on the following exhibits:

= Exhibit 1B.1: Statewide 10-year premium projection and change from ARP Baseline scenario
= Exhibit 1B.2: Ten-year SLCS projection and change from ARP Baseline scenario

Exhibit 1B.2 demonstrates the waiver provides coverage that is at least as affordable as the coverage available without
the waiver, as required by the guardrail. Similar to the ARP Public Option — PTF Accumulation scenario, the projected
decrease in member premiums shown in Exhibit 1B.1 under the waiver is attributable to the PO adoption rate
assumption. If all eligible enrollees choose a PO plan, member premiums will decrease further as a result of the waiver.
Without ARP

Scenario 2A: No ARP Public Option — PTF Accumulation

The No ARP Public Option — PTF Accumulation premium projections are shown on the following exhibits:

= Exhibit 2A.1: Statewide 10-year premium projection and change from No ARP Baseline scenario
= Exhibit 2A.2: Ten-year SLCS projection and change from No ARP Baseline scenario

Exhibit 2A.2 demonstrates the waiver provides coverage that is at least as affordable as the coverage available without
the waiver, as required by the guardrail. Similar to the With ARP framework, we conservatively assumed some enrollees
will not choose to enroll in PO plans. The projected decrease in member premiums shown in Exhibit 2A.1 under the
waiver is attributable to the PO adoption rate assumption. If all eligible enrollees choose a PO plan, member premiums
will decrease further under the waiver.

Scenario 2B: No ARP Public Option — State Premium Wrap

The No ARP Public Option — State Premium Wrap premium projections are shown on the following exhibits:

=  Exhibit 2B.1: Statewide 10-year premium projection and change from No ARP Baseline scenario
= Exhibit 2B.2: Ten-year SLCS projection and change from No ARP Baseline scenario

Exhibit 2B.2 demonstrates the waiver provides coverage that is at least as affordable as the coverage available without
the waiver, as required by the guardrail. Like the other scenarios, the projected decrease in member premiums shown
in Exhibit 2B.1 under the waiver is attributable to the PO adoption rate assumption. If all eligible enrollees choose a PO
plan, average member premiums will decrease under the waiver.

B. COMPARABLE NUMBER OF STATE RESIDENTS COVERED

As required under 45 CFR 155.1308(f)(3)(iv)(C), a proposed waiver of the State of Nevada must provide coverage to
at least a comparable number of its residents as the provisions of Title | of the ACA. Under Nevada’s 1332 waiver, we
estimate the number of Nevadans with health insurance coverage will increase relative to without the waiver.

The exhibits referenced in this section are shown in the Exhibits section at the end of the report. Note, we do not show
any enrollment projections by health status. The improvement in affordability under the PO program will be consistent
across health statuses, all else equal.

With ARP

Scenario 1A: ARP Public Option — PTF Accumulation

The ARP Public Option — PTF Accumulation enrollment projections compared to the ARP Baseline scenario are shown
on the following exhibits:

= Exhibit 1A.3: Ten-year projected enrolliment by income level
= Exhibit 1A.4: Ten-year projected enroliment by metallic level
= Exhibit 1A.5: Ten-year projected enrollment by age group
= Exhibit 1A.6: Ten-year projected enrollment by subsidy eligibility
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Exhibit 1A.6 demonstrates the waiver provides coverage to at least as many residents as without the waiver, as required
by the guardrail.

Scenario 1B: ARP Public Option — State Premium Wrap

The ARP Public Option — State Premium Wrap enroliment projections compared to the ARP Baseline scenario are
shown on the following exhibits:

Exhibit 1B.3: Ten-year projected enroliment by income level
Exhibit 1B.4: Ten-year projected enrolliment by metallic level
Exhibit 1B.5: Ten-year projected enroliment by age group
Exhibit 1B.6: Ten-year projected enroliment by subsidy eligibility

Exhibit 1B.6 demonstrates the waiver provides coverage to at least as many residents as without the waiver, as required
by the guardrail.

Without ARP

Scenario 2A: No ARP Public Option — PTF Accumulation

The No ARP Public Option — PTF Accumulation enroliment projections compared to the No ARP Baseline scenario are
shown on the following exhibits:

Exhibit 2A.3: Ten-year projected enroliment by income level
Exhibit 2A.4: Ten-year projected enroliment by metallic level
Exhibit 2A.5: Ten-year projected enrollment by age group
Exhibit 2A.6: Ten-year projected enroliment by subsidy eligibility

Exhibit 2A.6 demonstrates the waiver provides coverage to at least as many residents as without the waiver, as required
by the guardrail.

Scenario 2B: No ARP Public Option — State Premium Wrap

The No ARP Public Option — State Premium Wrap enrollment projections compared to the No ARP Baseline scenario
are shown on the following exhibits:

Exhibit 2B.3: Ten-year projected enroliment by income level
Exhibit 2B.4: Ten-year projected enroliment by metallic level!
Exhibit 2B.5: Ten-year projected enroliment by age group
Exhibit 2B.6: Ten-year projected enrollment by subsidy eligibility

Exhibit 2B.6 demonstrates the waiver provides coverage to at least as many residents as without the waiver, as required
by the guardrait.

C. COMPARABLE COVERAGE

Section 31 CFR 33.108(f)(3)(iv)(A) requires that coverage provided under the waiver must be at least as comprehensive
overall as coverage available without the waiver. The waiver does not make any changes to the requirements for QHPs,
network adequacy, metallic level requirements (including de minimis amounts), essential health benefits, or other
coverage requirements; therefore, the Nevada 1332 waiver complies with this guardrail under all scenarios.
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V. ECONOMIC ANALYSIS

Section 31 CFR 33.108(f)(3)(iv)(D) states that the waiver will not increase the federal deficit, either over the five-year
waiver period or the 10-year federal deficit neutrality window. CMS requires various costs to be considered when
determining the impact on the federal deficit. We list those costs below and address how the modeling handled each
cost and the rationale for inclusion or exclusion.

a. Income, payroll, and excise taxes: The excise tax to fund the Patient-Centered Outcomes Research
Initiative (PCORI) for 2022 is $2.79 per enrolled member per year. Given that the range of enrollment
increases expected from the proposed waiver is between approximately 1,500 and 10,000 for all 10 years of
the deficit neutrality window, the expected increase in federal revenue is at most $30,000 in a year. Relative
to the premium tax credit (PTC) reductions, which are in the hundreds of millions, the PCORI fee change is
immaterial to the economic analysis and was not modeled explicitly.

b. User fees: Nevada’s exchange has been a state-based exchange since 2020 and does not utilize the federal
platform at all.2°

c. Changes in PTCs and other tax credits: Our modeling includes the changes to the premium tax credits for
those exchange enrollees qualifying for subsidies. We estimate premium tax credits by modeling advanced
premium tax credits (APTCs)?! and then applying an adjustment to account for the tax reconciliation process.
This adjustment is 10%,22

d. Changes in CSRs and Medicaid spending: Cost-sharing reductions (CSRs) are not a federal obiigation and,
therefore, are not modeled. It is assumed that the Public Option (PO) does not impact Medicaid spending in
the waiver scenarios relative to the Baseline scenarios.

e. Changes in employer mandate penalties: Because the PO is not expected to affect the employer group
markets, the employer mandate revenue impact is zero. If the PO were to cause an increase in the migration
of employees of small group employers utilizing ICHRAs, the employer mandate does not apply to this market.

f. Changes in individual mandate penalties: The impact to individual mandate penalty revenue is zero
because the penalty is set to $0.

g. Tax deductions for employer premiums and medical expenses: Because the PO is not expected to affect
the employer group markets, the federal costs from the tax deductibility of employer premiums and other
medical expenses are expected to be zero.

h. Changes in IRS administrative costs, healthcare.gov administrative costs, and any other federal
administrative costs that may be affected by the waiver: We are not aware of, nor do we anticipate, any
impact from Nevada’s waiver to IRS administrative costs.

In summary, the economic analysis of deficit neutrality over the 10-year deficit neutrality window presented in this
analysis is calculated using estimates of federal savings driven exclusively by changes in premium tax credits and
enroliment.

At a high level, changes in PTCs related to the implementation of SB420 and the PO will be driven by overall enroliment
of PTC-eligible individuals and families, as well as the percentage savings the PO will drive relative to non-PO plans as
it becomes the second lowest cost silver plan in each of the rating areas in Nevada. In addition, as noted in Section 3B
above, the effect on pass-through funding will be influenced by the actual enroliment in PO bronze plans. Therefore, we
illustrate the development of PTC savings and pass-through funding for each scenario by using a series of four exhibits:

= Projected enroliment of PTC-eligible enrollees in the individual market. In the waiver scenarios (1A, 1B, 2A,
and 2B), we also show the change in enroliment from the Baseline scenarios.

= Projected gross premiums, split by PO and non-PO plan enrollment and then a composite market-wide
premium, based on the assumed take-up of PO plans.

20 Governor Brian Sandoval (May 11. 2018) Letter to CMS CCHO Retrieved November § 2022, from
https:/iwww.cms.gov/CCIIO/Resources/Technical-Implementation-Letters/Downloads/nv-declaration-letter. pdf

=" ATPCs are based on estimated household income and household size as opposed to PTCs thal are determined after the end of the year based on
actual income and household size

*|RS Table 2: Individual Income and Tax Dala by State and Size of Adjusted Gross Income Tax Year 2019 Retrieved November 8 2022 from
https:/fwww.irs.gov/publ/irs-soi/19in28nv.xlsx (Excel download)

Nevada Department of Health and Human Services Page 29
Nevada Public Option Actuarial and Economic Analysis

December 16 2022

110



MILLIMAN REPORT

=  Composite gross premiums split by PTC eligibility, with the APTC and net premium portions of an PTC-eligible
enrollee’s premium shown separately.

=  Calculation of total APTCs and final estimated PTCs after tax reconciliation. Per member per month (PMPM)
values are multiplied by membership values for each year to obtain the 10-year deficit neutrality window
totals.
Note, the annual projected pass-through funding amounts in our analysis represent our best estimates of the savings
in each year. We reduce the projected pass-through funding over the five-year waiver and 10-year deficit neutrality
windows by a 10% margin to account for unknown contingencies.
A. PROJECTED CHANGES IN PTCS WITH ARP
All scenarios under the With ARP framework, including the Baseline, assume the following:

=  Enhanced subsidies provided by ARP are extended through the entire 10-year deficit neutrality window.

= Enhanced subsidies are unchanged in terms of percentages of income, as detailed in Table 10 above (i.e.,
they are not indexed).

= No change in overall individual risk pool morbidity.
Scenario 1: ARP Baseline - No Waiver

Enroliment

Table 15 shows the 10-year enrollment projection under the ARP Baseline — No Waiver scenario for enrollees both on-
and off-exchange. The enroliment projection for enrollees on-exchange is further split between members with and
without PTC.

On-Exchange Off-Exchange
5
(1) (2) (3) 4) Total Ir(1d)ividual
Year PTC-Eligible Non-PTC-Eligible Total Total Market
2026 117,700 4,000 121,700 15,400 137,100
2027 119,400 3,900 123,300 15,600 138,900
2028 121,300 3,600 124,900 15,800 140,700
2029 123,100 3,400 126,500 16,000 142,500
2030 124,800 3,300 128,100 16,200 144,300
2031 126,600 3,200 129,800 16,500 146,300
2032 128,400 3,100 131,500 16,700 148,200
2033 130,100 3,100 133,200 16,900 150,100
2034 132,000 3,000 135,000 17,100 152,100
2035 133,800 2,900 136,700 17,300 154,000
A"egﬁ:ng';"“a' 1.4% -3.5% 1.3% 1.3% 1.3%
Nevada Department of Health and Human Services Page 30

Nevada Public Option Actuarial and Economic Analysis

December 16 2022

111



MILLIMAN REPORT

= The 2026 Total Individual Market enroliment shown in column (5) for the beginning of the 10-year deficit
neutrality window is consistent with Table 8, which illustrates the development of the 2026 number from 2022.

= Column (1) values increase due to population growth and for some movement from column (2).

= Under ARP, the Non-PTC-Eligible in column (2) actually decreases because the income affordability limits
under ARP are not indexed. That means more people become eligible for at least some federal subsidy
amounts and move to column (1), as premiums in the individual market grow faster than income affordability
limits and projected federal poverty levels. Column (4) enrollees, like those in column (2), are not eligible for
subsidies. However, we assume these enrollees to be significantly higher-income and, therefore, less likely to
become eligible for subsidies in the same way column (2) enrollees would.

= Column (4) includes the individual market catastrophic plan enrollment.

=  Columns (4) and (5) values beyond 2026 increase at the annual population growth estimate of 1.3%.

Premiums

The following assumptions apply to projected premiums under the ARP Baseline — No Waiver scenario:

= Non-PO premium trend: Gross premiums for the individual market are projected with a 4% annual increase.
See Section 6 below for a detailed description of the development of this factor.

Table 16 shows the statewide 10-year premium PMPM projection under the ARP Baseline — No Waiver scenario.
(There is no PO offering in the Baseline scenario, so PO enrollment and premiums are shown as zero to keep the
format of exhibits consistent across all scenarios.)

Public Option Non-Public Option Total
Public Option Premium
Year Take-Up % Enrollment Premium Enroliment Premium Enroliment PMPM
2026 0% 0 0 137,100 $591 137,100 $591
2027 0% 0 0 138,900 $615 138,900 $615
2028 0% 0 0 140,700 $639 140,700 $639
2029 0% 0 0 142,500 $665 142,500 $665
2030 0% 0 0 144,300 $692 144,300 $692
2031 0% 0 0 146,300 $719 146,300 $719
2032 0% 0 0 148,200 $748 148,200 $748
2033 0% 0 0 150,100 $778 150,100 $778
2034 0% 0 0 152,100 $809 152,100 $809
2035 0% 0 0 154,000 $841 154,000 $841

Subsidies
The following assumptions apply to projected subsidies under the ARP Baseline - No Waiver scenario:

= FPL increases: The 100% federal poverty level (FPL), used to calculate a PTC-eligible person’s subsidy, is
increased in 2023 by 6% and by 2.5% annually thereafter.2®

= Income affordability limits: These limits are not indexed over time. Because ARP subsidy levels were originally
set to expire at the end of 2022, and are now set to expire at the end of 2025, no values for ARP subsidies in
2026 and beyond have been published by any regulatory agency to date.

% We assume a larger increase in 2023 given current levels of inflation See Consumer prices up 8.5 percent for year ended March 2022: The
Economics Daily: U.S. Bureau of Labor Statistics (bls.gov) at https://www.bls.gov/opub/ted/2022/consumer-prices-up-8-5-percent-for-year-ended-
march-2022.htm
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On-Exchange

PTC-Eligible Non-PTC-Eligible Off-Exchange  Total Individual Market
(1) (3) (4) Ensgzlee
Gross (2) Enrollee Net Enrollee Gross Gross (6)
Year Premium APTC Premium Premium Premium Gross Premium
2026 $611 $494 $118 $356 $512 $591
2027 $635 $514 $121 $372 $533 $615
2028 $660 $534 $125 $386 $554 $639
2029 $686 $556 $130 $387 $576 $665
2030 $713 $580 $134 $409 $599 $692
2031 $742 $604 $138 $418 $623 $719
2032 $771 $629 $142 $436 $648 $748
2033 $802 $655 $146 $455 $674 $778
2034 $833 $682 $151 $471 $701 $809
2035 $866 §711 $155 $491 $729 $841

Note: Total Individual Market Gross Premiums in column (6) are consistent with Table 16 above. Column (4) values are materially lower than gross
premiums in the rest of the individual market as the catastrophic plans are included and constitute approximately 25% of the enroliment. Table 18 below
illustrates the changes in each of the PMPM values in Table 17.

On-Exchange

Total Individual

PTC-Eligible Non-PTC-Eligible Off-Exchange Market
(1) (3) ) (5)

Gross 2) Enrollee Net Enrollee Gross Enrollee Gross (6)
Year Premium APTC Premium Premium Premium Gross Premium
2026 - - - - - -
2027 3.8% 4.1% 3.0% 4.6% 4.0% 4.0%
2028 3.9% 4.0% 3.5% 3.7% 4.0% 4.0%
2029 4.0% 4.1% 3.6% 0.1% 4.0% 4.0%
2030 4.0% 4.2% 2.9% 5.9% 4.0% 4.0%
2031 4.0% 4.1% 3.2% 2.0% 4.0% 4.0%
2032 3.9% 4.1% 3.0% 4.3% 4.0% 4.0%
2033 4.0% 4.2% 2.9% 4.6% 4.0% 4.0%
2034 3.9% 4.1% 3.1% 3.4% 4.0% 4.0%
2035 4.0% 4.2% 3.1% 4.2% 4.0% 4.0%

We note the following regarding the annual changes illustrated in Table 18:

= Gross premiums, as noted earlier, are increasing at 4% per year (within tolerance for rounding), for both
on-exchange enrollees and off-exchange enrollees.

= Enrollee net premiums are indexed to federal poverty levels, which are assumed to increase at 2.5% per year,
and therefore are increasing less than gross premiums.

= APTCs, being the balancing item, are increasing more than gross premium annually.
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= Non-PTC-eligible exchange enrollee gross premiums are more volatile due their small size and a changing
mix of enrollees from year to year. This volatility occurs as various enrollees will move from non-PTC-eligible
to PTC-eligible over time because ARP subsidy income limits are not indexed.

Scenario 1A: ARP Public Option — PTF Accumulation

This scenario reflects expected premiums, enrollment, and federal subsidies, assuming the indefinite extension of ARP
subsidies and the commencement of the PO in 2026, with no state premium subsidy wraps.

Enroliment

The ARP Public Option — PTF Accumulation scenario reflects the same enrollment assumptions as the ARP Baseline
scenario plus the following assumptions:

= “Public Option Appeal” increases unsubsidized enroliment. Because unsubsidized consumers will absorb the
full benefit of the lower premiums of a PO offering, unsubsidized enrollment is projected to increase as more
of the uninsured with incomes over 400% FPL take up coverage.

Starting with Scenario 1A and throughout this analysis, projected enroliment is based on a simple linear
elasticity coefficient?* of between -0.003 and -0.005, meaning that a 1% rate decrease will result in an
approximately 0.3% to 0.5% increase in coverage take-up in the target enrollment population.25 Table 19
shows the development of the enrollment increases based on the estimated size of the uninsured population
in Nevada in 2026 that will have incomes near or above 400% FPL and the resulting elasticity coefficient.

Scenario 1A
(@) PO Appeal Enroliment Increase — Over 400% 400
(b) Uninsured — Above 400% FPL 19,900
I =(a)/ (b) % Increased Assumed 2.0%
(d) Premium Reduction (4.0%)
(€)= (c)/ () Elasticity -0.500

= Decrease in subsidized enrollment: A small number of subsidized enrollees under the Baseline scenario will
lose subsidy eligibility (mainly younger and / or higher-income enrollees) as PO premiums drop below their
current net premiums in the Baseline scenario and the enrollees no longer qualify.

Table 20 shows the 10-year enroliment projection under Scenario 1A. Table 21 shows the change in enrollment from
Scenario 1: ARP Baseline — No Waiver to Scenario 1A: ARP Public Option — PTF Accumulation.

el Elasticity is defined as a consumer s sensitivity 1o price changes in making purchasing decisions An elasticity of -1 00 indicates that a 1% price
decrease will result In 1% more eligible consumers purchasing coverage Elasticity of 0 00 means price changes do not affect purchasing decisions at
all Elasticity between -1 00 and 0 00 means that consumers have al least some sensitivity to price changes Moreover elasticity is very likely different
al different income levels However we use a simple linear mechanism that ignores the income level aspect of consumer behavior as the additional
complexity does not add additional precision of resulis or change our conclusions Moreover, we do nol intend to be prescriplive by using a single
elasticity coefficient across al! of the waiver scenarios only that the elasticities are reasonably within range of a published benchmark
-* See the discussion in ‘“Understanding Recent Developments in the Individual Health Insurance Market" (2017), at
https://obamawhitehouse.archives.gov/sites/default/files/page/files/201701_individual_health_insurance_market_cea_issue_brief.pdf. which on page
8 cites & 004 coefficient Our modeling does not use this figure strictly but assumes a coefficient within a range of this estimate is reasonable
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On-Exchange Off-Exchange (5)
(1) (2) (3) (4) Total Individual
Year PTC-Eligible Non-PTC-Eligible Total Total Market
2026 117,900 4,000 121,900 15,600 137,500
2027 119,200 4,400 123,600 15,900 139,500
2028 120,700 4,600 125,300 16,200 141,500
2029 121,700 5,400 127,100 16,600 143,700
2030 123,900 4,900 128,800 16,800 145,600
2031 125,600 4,800 130,400 17,000 147,400
2032 127,300 4,800 132,100 17,200 149,300
2033 129,000 4,800 133,800 17,400 151,200
2034 131,000 4,500 135,500 17,700 153,200
2035 132,700 4,600 137,300 17,900 155,200
Average

Annual increase 1.3% 1.6% 1.3% 1.5% 1.4%

=  The 2026 Total Individual Market enroliment shown in column (5) for the beginning of the 10-year deficit
neutrality window is slightly higher than Table 8 in Section 2D above, which illustrates the development of the
2026 number from 2022, due to the expected additional enroliment from PO appeal.

= Column (1) enroliment increases due to population growth and some movement from column (2), as in the
Baseline scenario.

* Under ARP, the annual change in Non-PTC Eligible in column (2) has a net effect. Enroliment in this category
decreases due the income affordability limits under ARP not being indexed (as in the ARP Baseline scenario),
but it increases due to the “Public Option Appeal” of lower prices to uninsured who do not qualify for PTCs.

= Column (4) increases relative to the Baseline scenario due to the "Public Option Appeal” as well.

The net total enroliment changes from ARP Baseline are shown in Table 21.

Change in Change in Total
Year PTC Eligible Non-PTC Eligible Change
2026 200 200 400
2027 (200) 800 600
2028 (600) 1,400 800
2029 (1,400) 2.600 1.200
2030 (900) 2,200 1,300
2031 (1,000) 2,100 1,100
2032 (1,100) 2,200 1,100
2033 (1,100) 2,200 1,100
2034 (1,000) 2,100 1,100
2035 (1,100) 2,300 1,200
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Table 21 shows that the PO is expected to increase the nonsubsidized enrollment as gross premiums will be cheaper
and nonsubsidized consumers will reap the full savings of a PO offering (i.e., the “Public Option Appeal"). Subsidized
enrollment is projected to decrease slightly as subsidies decrease under a PO environment and current enrollees with
small subsidies no longer qualify.

Premiums

Scenario 1A: ARP Public Option — PTF Accumulation reflects the same premium assumptions as the ARP Baseline —
No Waiver scenario for non-PO plans plus the following assumptions:

* PO adoption rate: New and existing individual market enroliment is assumed to shift into the PO due to lower
gross prices for unsubsidized consumers and lower net premiums (i.e., after subsidy) for PTC-eligible
consumers. Adoption of a PO plan is assumed to increase over the course of the first four program years and
level out at 0% of the individual market in the PTF Accumulation scenarios. See comments in Section 3B
above on PO take-up. The shift to the PO causes composite market-wide premiums to be lower, all else equal.

= PO premium rate progression: Table 22 assumes the reference premium increases by 4% annually in the first
four years, and the PO discount relative to the reference premium is approximately 4%, 8%, 12%, and 16% in
the first through fourth years of the program, respectively. (Note, this has the overall effect of keeping PO
premiums mostly flat over this time.)

*  Morbidity of individual market: Market morbidity is assumed to decrease (improve) slightly due to the increased
enrollment as a result of the PO.

Table 22 shows the 10-year premium projection under Scenario 1A: ARP Public Option — PTF Accumulation for
enrollees. Note, membership mix differences between the PO and non-PO mean the actual premium differences will
not match the 4% annual targets.

Public Option Non-Public Option Total
Year Take-Up % Enrollment Premium Enrollment Premium Enrollment Premium
2026 40% 55,300 $574 82,200 $586 137,500 $581
2027 46% 63,900 $569 75,600 $608 139,500 $590
2028 55% 78,100 $565 63,400 $630 141,500 $594
2029 60% 86,200 $561 57,500 $653 143,700 $598
2030 60% 87,300 $583 58,300 $678 145,600 $621
2031 60% 88,400 $607 59,000 $706 147,400 $646
2032 60% 89,600 $631 59,700 $735 149,300 $672
2033 60% 90,700 $656 60,500 $764 151,200 $699
2034 60% 91,900 $683 61,300 $795 153,200 $727
2035 60% 93,100 $710 62,100 $826 155,200 $756

Subsidies

Premiums under the ARP Public Option — PTF Accumulation scenario reflect the same key assumptions as the ARP
Baseline ~ No Waiver scenario plus the following assumptions:

= PO offerings become the SLCS plan across the state and achieve targeted savings relative to the reference
premium and relative to the SLCS plan assumed in the ARP Baseline — No Waiver scenario. See additional
discussion in Section 2B above related to the PO becoming the SLCS plan.
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On-Exchange

Total Individual

PTC-Eligible Non-PTC-Eligible Off-Exchange Market
(1 (3) 4 (5)
Gross (2) Enrollee Net Enrollee Gross Enrollee Gross (6)
Year Premium APTC Premium Premium Premium Gross Premium
2026 $601 $471 $130 $358 $503 $581
2027 $612 $467 $145 $340 $511 $590
2028 $616 $462 $154 $337 $515 $594
2029 $624 $460 $164 $297 $518 $598
2030 $645 $477 $168 $345 $538 $621
2031 $671 $498 $173 $371 $560 $646
2032 $697 $519 $178 $391 $582 $672
2033 $725 $541 $184 $412 $606 $699
2034 $752 $563 $189 $463 $630 $727
2035 $782 $587 $195 $477 $655 $756

On-Exchange

Total Individual

PTC-Eligible Non-PTC-Eligible Off-Exchange Market
(1) (3) (4) (5
Gross (2) Enrollee Net Enrollee Gross Enrollee Gross (6)
Year Premium APTC Premium Premium Premium Gross Premium
2026 (1.8%) (4.6%) 10.3% 0.6% (1.7%) (1.7%)
2027 (3.7%) (9.2%) 19.4% (8.8%) (4.0%) (4.0%)
2028 (6.6%) (13.5%) 22.8% (12.9%) (7.1%) (7.1%)
2029 (9.1%) (17.4%) 26.1% (23.1%) (10.1%) (10.1%)
2030 (9.5%) (17.7%) 25.7% (15.7%) (10.1%) (10.2%)
2031 (9.6%) (17.6%) 25.4% (11.1%) (10.1%) (10.1%)
2032 (9.6%) (17.5%) 25.4% (10.2%) (10.1%) (10.1%)
2033 (9.6%) (17.4%) 25.5% (9.5%) (10.1%) (10.1%)
2034 (9.7%) (17.4%) 25.2% (1.7%) (10.1%) (10.1%)
2035 (9.7%) (17.3%) 25.2% (2.8%) (10.1%) (10.1%)
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Commentary on Table 24:

= Gross Premiums in column (1) decline under Scenario 1A relative to the ARP Baseline — No Waiver scenario.
The difference grows over time as PO discounts relative to both the reference premium and PO take-up
increase through year 4 of the program.

=  The change in APTCs in column (2) relative to the Baseline scenario tracks closely to the PO discounts relative
to both the reference premium by year (as noted in Table 6 in Section 2D above) and to the Baseline SLCS
plan, as expected.

= Enrollee Net Premiums in column (3) are increasing relative to the Baseline scenario, as we assume that only
60% of the individual market adopts the PO in year 4 and after. This implies that a subset of consumers’ net
premiums (after subsidy) will increase because they have not switched to the SLCS plan, which is assumed
to be a PO offering. In this case, 40% of consumers are assumed to not enroll in a PO plan. The average net
premium for subsidized members is sensitive to the PO take-up rate. If all consumers enroll in a PO plan, the
Enrollee Net Premiums will be less than the Baseline scenario in each year. To illustrate how a higher PO
adoption rate reduces the net member premium increase, Exhibits F-1 and F-2 in Appendix F present the
same results as shown in Tables 23 and 24 assuming an 80% PO adoption rate.

Finally, we calculate the savings in premium tax credits (PTCs) by multiplying APTC PMPMs by membership for the
Baseline and Scenario 1A, taking the difference in APTCs between the two scenarios, and adjusting for tax
reconciliation.?® The PTC membership under Scenario 1A reflects the decrease shown in Tabie 21 above due to some
current enrollees with small subsidies who will no longer qualify.

Scenario 1A: Public Option — PTF

Scenario 1: Baseline — No Waiver Accumulation Change
Annual
PTC Annual APTC PTC APTC APTC Change in PTC

Year Membership APTC PMPM (thousands) Membership PMPM (thousands) APTC Savings
2026 117.700 $494 $697,000 117,900 $471 $666,000 ($31,000) $28,000
2027 119,400 $514 $736,000 119,200 $467 $668,000 ($68,000) $61,000
2028 121,300 $534 $778,000 120,700 $462 $670,000 ($108,000) $97,000
2029 123,100 $556 $822,000 121,700 $460 $671,000 ($151,000) $136,000
2030 124,800 $580 $868,000 123,900 $477 $710,000 ($158,000) $142,000
2031 126,600 $604 $917,000 125,600 $498 $750,000 ($167,000) $150,000
2032 128,400 $629 $969,000 127,300 $519 $793,000 ($176,000) $158,000
2033 130,100 $655 $1,023,000 129,000 $541 $838,000 ($185,000) $167,000
2034 132,000 $682 $1,080,000 131,000 $563 $885,000 ($195,000) $176,000
2035 133,800 $711 $1,141,000 132,700 $587 $935,000 ($206,000) $185,000

5-Year Waiver Window $464,000

10-Year Deficit Neutrality Window $1,300,000

5-Year Waiver Window — With 10% Margin $418,000

10-Year Deficit Neutrality Window — With 10% Margin $1,170,000

We estimate the federal PTC savings under Scenario 1A: ARP Public Option — PTF Accumulation to be $418 million
over the five-year waiver period and $1.2 billion over the 10-year deficit neutrality period.

As required by CMS, the federal subsidies under Scenario 1A: ARP Public Option — PTF Accumulation do not exceed
the federal subsidies in the ARP Baseline — No Waiver scenario over the 10-year deficit neutrality period,

€ PTC reconciliation involves truing up APTC (paid on estimated income) versus actual income on income tax forms filed with the IRS Normally PTCs
are less than APTCs See https://www.cms.gov/CCIIO/Programs-and-Initiatives/State-Innovation-Waivers/Downloads/1332-Key-Components-Pass-
through-Estimate-Feb-2021 xlIsx.
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Scenario 1B: ARP Public Option — State Premium Wrap

This scenario reflects expected premiums, enroliment, and federal subsidies assuming the indefinite extension of ARP
subsidies and the commencement of the PO in 2026, with additional premium subsidies funded by the State of Nevada
starting in the second program year (2027). These additional subsidies are funded with pass-through funding from the
1332 waiver.

Enroliment

The ARP Public Option — State Premium Wrap scenario reflects the same key assumptions as the ARP Baseline
scenario plus the following assumptions, which are described in more detail in Section 6 below:

= "Public Option Appeal” increases unsubsidized enroliment. Identical to Scenario 1A: ARP Public Option-PTF
Accumulation, we assume unsubsidized enroliment will increase because unsubsidized consumers will absorb
the full benefit of the cheaper gross premiums of a PO offering. See Table 19 for the enroliment elasticity
development for this cohort.

= Additional premium subsidies: At the State of Nevada's direction, we assume additional premium subsidies
will be targeted only toward lower-income enrollees who are not already fully subsidized due to ARP. The
maximum enrollee premium costs by income level with the additional subsidies are shown in column (2) in
Table 10. Based on projections of pass-through funding amounts available in the early years of the program,
we assume these additional premium subsidies will be offered beginning in 2027 (not in 2026).

We assume the additional premium subsidies will be available to enrollees in both PO and non-PO plans. See
additional comments related to offering the state premium subsidy wrap broadly or only to PO enrollees in
Section 3B above.

= Incremental enroliment growth due to additional premium subsidies: Uninsured Nevadans who are eligible for
PTCs are expected to be further incentivized to enroll in the individual coverage due to the additional state
premium subsidies that lower consumer-facing net premiums.

Lower-income enrollees (0-150% FPL) are already fully subsidized due to the ARP subsidies, and
higher-income enrollees (above 400% FPL) are not assumed to receive the additional subsidies funded by
the State of Nevada. Therefore, we assume moderate enrollment increases at middie-income levels. See
Table 10, column (2), for detailed affordability limits by inc