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Impact of Ending Silver-Loading for

Insurers Participating in the Affordable
Care Act (ACA) Marketplaces

The budget reconciliation bill recently passed by the House of
Representatives makes multiple changes that will increase costs for
people who purchase health insurance through the ACA health insurance
Marketplaces.' One change is to restart the federal funding of cost-
sharing reductions (CSRs), which reduce out-of-pocket costs for certain
Marketplace enrollees. The renewed funding of cost-sharing reductions
would end the current practice of building their cost into silver-level plan
premiums, known as “silver-loading.”?

This series, produced by
the State Marketplace
Network, shares direct
analysis from the State-
based Marketplaces
(SBMs) about the
impact of H.R. 1 on the

This document explains what “silver-loading” is, its effects on the broader Marketplaces, health
insurance market beyond those receiving cost-sharing reductions, and insurance markets, and
why changing cost-sharing reduction funding on such a short timeframe the millions of consumers
would increase costs for many Marketplace enrollees and cause some they serve.

enrollees to drop coverage.

Cost-sharing reductions increase the
value of health plans so that low-income
enrollees can afford to use their coverage.

The Marketplaces provide two types of financial assistance: 1) premium
reductions through advanced premium tax credits (“APTC”); and 2) cost-
sharing reductions that reduce out-of-pocket health care costs that
enrollees pay at the time of medical care, including deductibles, co-
payments, co-insurance, and out-of-pocket maximums.® Generally, cost-
sharing reductions are available to individuals in households with annual
income between 100% and 250% of the federal poverty level (FPL) -or
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$15,060 to $37,650 for an individual -who otherwise qualify for advance premium tax credits.*
Individuals must be enrolled in a silver-level plan to receive reduced cost-sharing.®

There are three different levels of cost-sharing reductions depending on household income, with
lower income enrollees having access to greater levels of these benefits, as illustrated in Table 1
using a sample silver plan available in Pennsylvania.

Table 1. Comparison of Silver Plan Out-of-Pocket Costs
with Cost-Sharing Reductions at Various Income Levels

Annual Income Eligible Example Silver Plan
(Individual) for CSRs? Out-of-Pocket Costs®
100-150% FPL Deductible: $O
(815,060-522,590) Maximum Out of Pocket: $1,350
>150-200% FPL Deductible: $O

(822 590-$30,120) Maximum Out of Pocket: $3,050
>200-250% FPL Deductible: $4,950
(830,120-$37,650) Maximum Out of Pocket: $6,200
>250% FPL m Deductible: $6,300

(>S$37,650) Maximum Out of Pocket: $8,000

When the federal government stopped paying for
cost-sharing subsidies, insurers increased silver plan
premiums to pay for these legally-required benefits.

The federal government stopped reimbursing insurers for cost-sharing reductions in 2018. At the
time, an estimated 6 million enrollees nationwide were using this benefit, which left the roughly
S7 billion annual value of cost-sharing reductions unfunded.” Regardless of federal funding,
Marketplace enrollees are entitled to plans with reduced cost-sharing, as illustrated in Table 1.

To fill the federal funding gap, most state insurance regulators instructed insurers to price the
value of cost-sharing reductions into their silver plan rates, as silver plans are the only plans

in which consumers can receive CSRs.® Because APTCs are based on silver plan premiums,
higher gross premiums for silver plans increased the value of APTC. This benefits the 50% of
Marketplace enrollees who are eligible for cost-sharing reductions and the 90% of Marketplace
enrollees who receive APTCs. Increased APTC for all eligible enrollees increases purchasing
power, allowing more people to afford coverage with higher benefit levels.® For example, in
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2017, before implementation of silver-loading, between 0% and 8% of consumers in the
states shown in Table 2 selected gold plans, which have some of the lowest deductibles and
other cost-sharing. By 2025, with the added

impact of the enhanced premium tax credits, Table 2. Percent of Marketplace Consumers

between approximately a quarter to half of Selecting Gold Plans in Selected States,
consumers in those states were choosing to 2017 and 2025

“buy up” to gold plans. When consumers have
lower deductibles and other out-of-pocket

costs, they are less likely to incur medical ShEiE Huy Hie
debt., which reduces healthcgre prOVId?I’S Alaska 204 48%
charity care costs and benefits the entire

healthcare system. lowa 0% 20%

Today, 10 million enrollees nationwide use b Wvani 8% 449,

cost-sharing reductions to access health ennsylvania ? °
care.serwces. Smcg insurers can price cost- Texas 4% 359%
sharing reductions into the plans that people

must enroll in to use them, they do not have West Virginia 8% 219%

to raise rates for their plans in other metal

levels. In short, silver-loading has allowed

enrollees to continue to receive the cost-sharing reductions for which they are eligible and
allowed many more consumers to access more robust coverage without creating inflationary
pressure on insurers to raise rates across Marketplace plans in other metal levels.

Elimination of silver loading will increase costs
for the majority of Marketplace members and lead
many to drop coverage.

The discontinuation of silver-loading would reduce purchasing power for the 90% of
Marketplace enrollees who use APTC to lower premiums, leading hundreds of thousands of
enrollees to drop coverage and hundreds of thousands more to switch to lower-value plans
with higher out-of-pocket costs."'2'® This would compound the impact of the upcoming
expiration of enhanced premium tax credits, which will already increase premiums on average
nationally by 93%. Additionally, this would reduce the amounts states receive in pass-through
funding for their 1332 reinsurance waivers, directly impacting these programs, which are
designed to stabilize premiums in the individual market and that benefit consumers not
eligible for tax credits. Therefore, the discontinuation of silver-loading will further increase
premiums and destabilize the individual health insurance market, exacerbating coverage
losses as enrollees find themselves unable to absorb the significantly higher costs of
coverage.

Discontinuation of silver loading would also reduce federal funding for reinsurance programs
operated by seventeen states, because federal funding is tied to silver plan premiums.'™®
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Reinsurance lowers premiums for all individual market enrollees, including individuals who do
not qualify for APTC and who purchase coverage outside of Marketplaces. Reduced federal
funding for reinsurance will likely require states to increase state spending or reduce the
scope of their reinsurance programs and thereby increase premiums for individual market
enrollees.

The proposal to fund cost-sharing reductions comes
after many states have already begun the rate
review process for 2026 and would face challenges
incorporating new federal rules.

Significant market disruption is expected if silver-loading is removed and cost-sharing
reductions are funded for benefit year 2026, as insurers have already finalized product
designs and filed rates for the 2026 benefit year. With more advanced notice, insurers could
react more thoughtfully and make decisions to design and rate plans differently. However,
the plan design and rate filing process is already in progress in most states, and it is too late
for these plan design updates to be made. While ending silver loading at any time will impact
consumer affordability, doing so this late in the process for 2026 coverage will unnecessarily
upend the rate filing process in a year already complicated by the multitude of other federal
uncertainties. If this change were to be made effective for subsequent benefit years, insurers
and Marketplaces could work to mitigate the impact on enrollees.
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