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The Congressional Budget Office and the staff of the Joint Committee on Taxation (JCT)
have completed an estimate of the direct spending and revenue effects of the Better Care
Reconciliation Act of 2017, a Senate amendment in the nature of a substitute to

H.R. 1628. CBO and JCT estimate that enacting this legislation would reduce the
cumulative federal deficit over the 2017-2026 period by $321 billion. That amount is
$202 billion more than the estimated net savings for the version of H.R. 1628 that was
passed by the House of Representatives.

The Senate bill would increase the number of people who are uninsured by 22 million in
2026 relative to the number under current law, slightly fewer than the increase in the
number of uninsured estimated for the House-passed legislation. By 2026, an estimated
49 million people would be uninsured, compared with 28 million who would lack
insurance that year under current law.

Following the overview, this document provides details about the major provisions of this
legislation, the estimated costs to the federal government, the basis for the estimate, and
other related information, including a comparison with CBO’s estimate for the House-
passed act.
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OVERVIEW
Effects on the Federal Budget

CBO and JCT estimate that, over the 2017-2026 period, enacting this legislation would
reduce direct spending by $1,022 billion and reduce revenues by $701 billion, for a net
reduction of $321 billion in the deficit over that period (see Table 1, at the end of this
document):

e The largest savings would come from reductions in outlays for Medicaid—
spending on the program would decline in 2026 by 26 percent in comparison with
what CBO projects under current law—and from changes to the Affordable Care
Act’s (ACA’s) subsidies for nongroup health insurance (see Figure 1). Those
savings would be partially offset by the effects of other changes to the ACA’s
provisions dealing with insurance coverage: additional spending designed to
reduce premiums and a reduction in revenues from repealing penalties on
employers who do not offer insurance and on people who do not purchase
insurance.

e The largest increases in deficits would come from repealing or modifying tax
provisions in the ACA that are not directly related to health insurance coverage,
including repealing a surtax on net investment income and repealing annual fees
imposed on health insurers.

Pay-as-you-go procedures apply because enacting this legislation would affect direct
spending and revenues. CBO and JCT estimate that enactment would not increase net
direct spending or on-budget deficits in any of the four consecutive 10-year periods
beginning in 2027. The agencies expect that savings, particularly from Medicaid, would
continue to grow, while the costs would be smaller because a rescinded tax on
employees’ health insurance premiums and health plan benefits would be reinstated in
2026. CBO has not completed an estimate of the potential impact of this legislation on
discretionary spending, which would be subject to future appropriation action.

Effects on Health Insurance Coverage

CBO and JCT estimate that, in 2018, 15 million more people would be uninsured under
this legislation than under current law—primarily because the penalty for not having
insurance would be eliminated. The increase in the number of uninsured people relative
to the number projected under current law would reach 19 million in 2020 and 22 million
in 2026. In later years, other changes in the legislation—Ilower spending on Medicaid and
substantially smaller average subsidies for coverage in the nongroup market—would also
lead to increases in the number of people without health insurance. By 2026, among
people under age 65, enrollment in Medicaid would fall by about 16 percent and an
estimated 49 million people would be uninsured, compared with 28 million who would
lack insurance that year under current law.



Figure 1.

Net Effects of the Better Care Reconciliation Act on the Budget Deficit
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These estimates are for the Better Care Reconciliation Act of 2017, a Senate amendment in the nature of a substitute to H.R. 1628.

Estimates are based on CBO's March 2016 baseline, adjusted for subsequent legislation.
ACA = Affordable Care Act.

a. Includes subsidies for coverage through marketplaces and related spending and revenues, small-employer tax credits, Medicare,

and other effects of coverage provisions on revenues and outlays.




Stability of the Health Insurance Market

Decisions about offering and purchasing health insurance depend on the stability of the
health insurance market—that is, on the proportion of people living in areas with
participating insurers and on the likelihood of premiums’ not rising in an unsustainable
spiral. The market for insurance purchased individually with premiums not based on
one’s health status would be unstable if, for example, the people who wanted to buy
coverage at any offered price would have average health care expenditures so high that
offering the insurance would be unprofitable.

Under Current Law. Although premiums have been rising under current law, most
subsidized enrollees purchasing health insurance coverage in the nongroup market are
largely insulated from increases in premiums because their out-of-pocket payments for
premiums are based on a percentage of their income; the government pays the difference
between that percentage and the premiums for a reference plan (which is the second-
lowest-cost plan in their area providing specified benefits). The subsidies to purchase
coverage, combined with the effects of the individual mandate, which requires most
individuals to obtain insurance or pay a penalty, are anticipated to cause sufficient
demand for insurance by enough people, including people with low health care
expenditures, for the market to be stable in most areas.

Nevertheless, a small number of people live in areas of the country that have limited
participation by insurers in the nongroup market under current law. Several factors may
lead insurers to withdraw from the market—including lack of profitability and substantial
uncertainty about enforcement of the individual mandate and about future payments of
the cost-sharing subsidies to reduce out-of-pocket payments for people who enroll in
nongroup coverage through the marketplaces established by the ACA.

Under This Legislation. CBO and JCT anticipate that, under this legislation, nongroup
insurance markets would continue to be stable in most parts of the country. Although
substantial uncertainty about the effects of the new law could lead some insurers to
withdraw from or not enter the nongroup market in some states, several factors would
bring about market stability in most states before 2020. In the agencies’ view, those key
factors include the following: subsidies to purchase insurance, which would maintain
sufficient demand for insurance by people with low health care expenditures; the
appropriation of funds for cost-sharing subsidies, which would provide certainty about
the availability of those funds; and additional federal funding provided to states and
insurers, which would lower premiums by reducing the costs to insurers of people with
high health care expenditures.

The agencies expect that the nongroup market in most areas of the country would
continue to be stable in 2020 and later years as well, including in some states that obtain
waivers that would not have otherwise done so. (Under current law and this legislation,
states can apply for Section 1332 waivers to change the structure of subsidies for
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nongroup coverage; the specifications for essential health benefits [EHBSs], which set the
minimum standards for the benefits that insurance in the nongroup and small-group
markets must cover; and other related provisions of law.) Substantial federal funding to
directly reduce premiums would be available through 2021. Premium tax credits would
continue to provide insulation from changes in premiums through 2021 and in later years.
Those factors would help attract enough relatively healthy people for the market in most
areas of the country to be stable, CBO and JCT anticipate. That stability in most areas
would occur even though the premium tax credits would be smaller in most cases than
under current law and subsidies to reduce cost sharing—the amount that consumers are
required to pay out of pocket when they use health care services—would be eliminated
starting in 2020.

In the agencies’ assessment, a small fraction of the population resides in areas in which—
because of this legislation, at least for some of the years after 2019—no insurers would
participate in the nongroup market or insurance would be offered only with very high
premiums. Some sparsely populated areas might have no nongroup insurance offered
because the reductions in subsidies would lead fewer people to decide to purchase
insurance—and markets with few purchasers are less profitable for insurers. Insurance
covering certain services would become more expensive—in some cases, extremely
expensive—in some areas because the scope of the EHBs would be narrowed through
waivers affecting close to half the population, CBO and JCT expect. In addition, the
agencies anticipate that all insurance in the nongroup market would become very
expensive for at least a short period of time for a small fraction of the population residing
in areas in which states’ implementation of waivers with major changes caused market
disruption.

Effects on Premiums and Out-of-Pocket Payments

The legislation would increase average premiums in the nongroup market prior to 2020
and lower average premiums thereafter, relative to projections under current law, CBO
and JCT estimate. To arrive at those estimates, the agencies examined how the legislation
would affect the premiums charged if people purchased a benchmark plan in the
nongroup market.

In 2018 and 2019, under current law and under the legislation, the benchmark plan has an
actuarial value of 70 percent—that is, the insurance pays about 70 percent of the total
cost of covered benefits, on average. In the marketplaces, such coverage is known as a
silver plan.

Under the Senate bill, average premiums for benchmark plans for single individuals
would be about 20 percent higher in 2018 than under current law, mainly because the
penalty for not having insurance would be eliminated, inducing fewer comparatively
healthy people to sign up. Those premiums would be about 10 percent higher than under
current law in 2019—Iess than in 2018 in part because funding provided by the bill to
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reduce premiums would affect pricing and because changes in the limits on how
premiums can vary by age would result in a larger number of younger people paying
lower premiums to purchase policies.

In 2020, average premiums for benchmark plans for single individuals would be about
30 percent lower than under current law. A combination of factors would lead to that
decrease—most important, the smaller share of benefits paid for by the benchmark plans
and federal funds provided to directly reduce premiums.

That share of services covered by insurance would be smaller because the benchmark
plan under this legislation would have an actuarial value of 58 percent beginning in 2020.
That value is slightly below the actuarial value of 60 percent for “bronze” plans currently
offered in the marketplaces. Because of the ACA’s limits on out-of-pocket spending and
prohibitions on annual and lifetime limits on payments for services within the EHBs, all
plans must pay for most of the cost of high-cost services. To design a plan with an
actuarial value of 60 percent or less and pay for those high-cost services, insurers must
set high deductibles—that is, the amounts that people pay out of pocket for most types of
health care services before insurance makes any contribution. Under current law for a
single policyholder in 2017, the average deductible (for medical and drug expenses
combined) is about $6,000 for a bronze plan and $3,600 for a silver plan. CBO and JCT
expect that the benchmark plans under this legislation would have high deductibles
similar to those for the bronze plans offered under current law. Premiums for a plan with
an actuarial value of 58 percent are lower than they are for a plan with an actuarial value
of 70 percent (the value for the reference plan under current law) largely because the
insurance pays for a smaller average share of health care costs.

Although the average benchmark premium directly affects the amount of premium tax
credits and is a key element in CBQO’s analysis of the budgetary effects of the bill, it does
not represent the effect of this legislation on the average premiums for all plans
purchased. The differences in the actuarial value of plans purchased under this legislation
and under current law would be greater starting in 2020—when, for example, under this
bill, some people would pay more than the benchmark premium to purchase a silver plan,
whereas, under current law, others would pay less than the benchmark premium to
purchase a bronze plan.

Under this legislation, starting in 2020, the premium for a silver plan would typically be a
relatively high percentage of income for low-income people. The deductible for a plan
with an actuarial value of 58 percent would be a significantly higher percentage of
income—also making such a plan unattractive, but for a different reason. As a result,
despite being eligible for premium tax credits, few low-income people would purchase
any plan, CBO and JCT estimate.



By 2026, average premiums for benchmark plans for single individuals in most of the
country under this legislation would be about 20 percent lower than under current law,
CBO and JCT estimate—a smaller decrease than in 2020 largely because federal funding
to reduce premiums would have lessened. The estimates for both of those years
encompass effects in different areas of the country that would be substantially higher and
substantially lower than the average effect nationally, in part because of the effects of
state waivers. Some small fraction of the population is not included in those estimates.
CBO and JCT expect that those people would be in states using waivers in such a way
that no benchmark plan would be defined. Hence, a comparison of benchmark premiums
IS not possible in such areas.

Some people enrolled in nongroup insurance would experience substantial increases in
what they would spend on health care even though benchmark premiums would decline,
on average, in 2020 and later years. Because nongroup insurance would pay for a smaller
average share of benefits under this legislation, most people purchasing it would have
higher out-of-pocket spending on health care than under current law. Out-of-pocket
spending would also be affected for the people—close to half the population, CBO and
JCT expect—Iiving in states modifying the EHBs using waivers. People who used
services or benefits no longer included in the EHBs would experience substantial
increases in supplemental premiums or out-of-pocket spending on health care, or would
choose to forgo the services. Moreover, the ACA’s ban on annual and lifetime limits on
covered benefits would no longer apply to health benefits not defined as essential in a
state. As a result, for some benefits that might be removed from a state’s definition of
EHBs but that might not be excluded from insurance coverage altogether, some enrollees
could see large increases in out-of-pocket spending because annual or lifetime limits
would be allowed.

Uncertainty Surrounding the Estimates

CBO and JCT have endeavored to develop budgetary estimates that are in the middle of
the distribution of potential outcomes. Such estimates are inherently inexact because the
ways in which federal agencies, states, insurers, employers, individuals, doctors,
hospitals, and other affected parties would respond to the changes made by this
legislation are all difficult to predict. In particular, predicting the overall effects of the
myriad ways that states could implement waivers is especially difficult.

CBO and JCT’s projections under current law itself are also uncertain. For example,
enrollment in the marketplaces under current law will probably be lower than was
projected under the March 2016 baseline used in this analysis, which would tend to
decrease the budgetary savings from this legislation. However, the average subsidy per
enrollee under current law will probably be higher than was projected in March 2016,
which would tend to increase the budgetary savings from this legislation. (For a related
discussion, see the section on “Use of the March 2016 Baseline” on page 15.)
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Despite the uncertainty, the direction of certain effects of this legislation is clear. For
example, the amount of federal revenues collected and the amount of spending on
Medicaid would almost surely both be lower than under current law. And the number of
uninsured people under this legislation would almost surely be greater than under current
law.

Intergovernmental and Private-Sector Mandates

CBO has reviewed the nontax provisions of the legislation and determined that they
would impose intergovernmental mandates as defined in the Unfunded Mandates Reform
Act (UMRA) by preempting state laws. Although the preemptions would limit the
application of state laws, they would impose no duty on states that would result in
additional spending or a loss of revenues. JCT has determined that the tax provisions of
the legislation contain no intergovernmental mandates.

JCT and CBO have determined that the legislation would impose private-sector mandates
as defined in UMRA. On the basis of information from JCT, CBO estimates that the
aggregate cost of the mandates would exceed the annual threshold established in UMRA
for private-sector mandates ($156 million in 2017, adjusted annually for inflation).

MAJOR PROVISIONS OF THIS LEGISLATION

Under this legislation, budgetary effects related to health insurance coverage would stem
from provisions that became effective in different years.

Upon enactment, the legislation would eliminate penalties associated with the
requirements that most people obtain health insurance coverage and that large employers
offer their employees coverage that meets specified standards. States would be allowed to
meet fewer criteria to waive the ACA’s requirement establishing essential health benefits
and many other requirements related to subsidies and the marketplaces as long as the
changes would not increase federal deficits; states would be provided funding to develop
applications for waivers.

In 2018, the legislation would provide funding to health insurers to stabilize premiums
and promote participation in the marketplaces.

In 2019, four major coverage provisions would take effect:

e Appropriating funding for grants to states through the Long-Term State Stability
and Innovation Program.
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Requiring insurers to impose a six-month waiting period before coverage starts for
people who enroll in insurance in the nongroup market if they have been
uninsured for more than 63 days within the past year.

Setting a limit whereby insurers would charge older people premiums that are up
to five times higher than those charged younger people in the nongroup and small-
group markets, unless a state sets a different limit.

Removing the federal cap on the share of premiums that may go to insurers’
administrative costs and profits (also known as the minimum medical loss ratio
requirement) and effectively allowing each state to set its own cap.

In 2020, the following additional major coverage provisions would take effect:

Changing the tax credit for health insurance coverage purchased through the
nongroup market and repealing current-law subsidies to reduce cost-sharing
payments. People with income below 100 percent of the federal poverty level
(FPL) who are not eligible for Medicaid would become eligible for the tax credit,
and people with income between 350 percent and 400 percent of the FPL would
no longer be eligible. The maximum percentage of income specified by the bill
that people would pay at different ages toward the purchase of a benchmark plan
would be lower for some younger people and higher for some older people. The
benchmark plan used to determine the amount of the tax credit would have a lower
actuarial value.

Capping the growth in per-enrollee payments for nondisabled children and
nondisabled adults enrolled in Medicaid at no more than the medical care
component of the consumer price index (CPI-M) and for most enrollees who are
disabled adults or age 65 or older at no more than the CPI-M plus 1 percentage
point, starting in 2020 and going through 2024. Starting in 2025, the rate of
growth in per-enrollee payments for all groups would be pegged to the consumer
price index for all urban consumers (CPI-U).

Starting in 2021, the bill would reduce the federal matching rate for funding for adults
made eligible for Medicaid by the ACA, that rate would decline 5 percentage points per
year through 2023 and then fall to equal the rate for other enrollees in a state in later

years.

Other parts of this legislation would repeal or delay many of the changes the ACA made
to the Internal Revenue Code that were not directly related to the law’s insurance
coverage provisions. Those with the largest budgetary effects include these:

Repealing the surtax on certain high-income taxpayers’ net investment income,
effective for tax years beginning after December 2016.
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e Repealing the annual fee on health insurance providers, beginning in calendar year
2017.

e Delaying when the excise tax imposed on some health insurance plans with high
premiums would go into effect. It is currently scheduled to take effect for tax years
beginning after December 2019; the legislation would delay the effective date for
Six years.

e Repealing the increase in the Hospital Insurance payroll tax rate for certain high-
income taxpayers, effective for earned income received beginning in 2023.

In addition, this legislation would make several changes to other health-related programs
that would have smaller budgetary effects.

ESTIMATED COST TO THE FEDERAL GOVERNMENT

CBO and JCT estimate that, on net, enacting this legislation would decrease federal
deficits by $321 billion over the 2017-2026 period. The largest budgetary effects would
stem from provisions affecting insurance coverage. Those provisions, taken together,
would reduce projected deficits by $862 billion over the 2017-2026 period. Other
provisions would increase deficits by $541 billion, mostly by reducing tax revenues. (See
Table 2, at the end of this document, for the estimated budgetary effects of each major
provision.) The largest effects on spending under this bill would be for Medicaid.
Overall, including all provisions affecting Medicaid, CBO estimates that spending for the
program would be reduced by $160 billion in 2026 compared with projections under
current law (see Figure 2).
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Figure 2.

Medicaid Spending Under Current Law and Under the Better Care Reconciliation Act
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Source: Congressional Budget Office.

Estimates are based on CBO's March 2016 baseline, adjusted for subsequent legislation. Spending includes payments for medical
services, payments to states for administration of the program, payments to hospitals that serve a disproportionate share of
low-income patients, and payments made under the Vaccines for Children program.

BCRA = the Better Care Reconciliation Act of 2017 (a Senate amendment in the nature of a substitute to H.R. 1628).

Budgetary Effects of Health Insurance Coverage Provisions

The total deficit reduction that would result from the insurance coverage provisions
includes the following amounts (shown in Table 3, at the end of this document):

e A reduction of $772 billion in federal outlays for Medicaid;

e Savings of $424 billion stemming mainly from modifying, in 2020, the ACA’s tax
credits for premium assistance to purchase nongroup health insurance and, in the
same year, eliminating subsidies to reduce cost-sharing payments;

e Savings of $21 billion, mostly associated with shifts in the mix of taxable and
nontaxable compensation—resulting in more taxable income—from net decreases
in most years in the number of people estimated to enroll in employment-based
health insurance coverage; and

e Savings of $6 billion from repealing a tax credit for certain small employers who
provide health insurance to their employees.
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Those decreases in the deficit would be partially offset by:

e A reduction in revenues of $210 billion from eliminating the penalties paid by
uninsured people ($38 billion) and employers ($171 billion);

e An increase in spending of $107 billion for short-term assistance to insurers to
address disrupted coverage and access and to provide support for states through
the Long-Term State Stability and Innovation Program; and

e A netincrease in spending of $42 billion for the Medicare program stemming
from changes in payments to hospitals that serve a disproportionate share of low-
income patients.

Revenue Effects of Other Provisions

JCT estimates that this legislation would reduce revenues by $563 billion over the
2017-2026 period by repealing many of the revenue-related provisions of the ACA (apart
from those directly related to health insurance coverage, which are discussed above).

Direct Spending Effects of Other Provisions

This legislation would also make changes to spending apart from those directly related to
health insurance coverage (which are discussed above), such as eliminating funds for
grants provided through the Prevention and Public Health Fund. CBO and JCT estimate
that those provisions would reduce direct spending, on net, by about $22 billion over the
2017-2026 period.

Changes in Spending Subject to Appropriation

CBO has not completed an estimate of the potential impact of this legislation on
discretionary spending, which would be subject to future appropriation action.

BASIS OF ESTIMATE

For this cost estimate, CBO and JCT assume that the legislation will be enacted by

July 31, 2017, and use CBO’s March 2016 baseline. The agencies have provided an
overall estimate of the budgetary effects of the coverage provisions in this legislation, and
not separate estimates for each provision, for three related reasons. First, the agencies’
modeling is done in an integrated way. Second, there are important interactions among
the provisions, so the sum of the parts (when considered separately) does not equal the
whole. Third, the order in which the provisions are considered would matter. For the
noncoverage spending provisions, the agencies have done separate estimates. Various
publications by JCT have provided considerable information about the basis of earlier
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estimates for noncoverage revenue provisions that remains applicable, and those
provisions are not discussed further in this document.*

Use of the March 2016 Baseline

On the basis of consultation with the budget committees, CBO and JCT measured the
costs and savings in this estimate relative to CBO’s March 2016 baseline projections,
with adjustments for legislation that was enacted after that baseline was produced. That
approach is not unusual: The budgetary effects of reconciliation legislation are typically
estimated relative to the baseline that underlies the budget resolution that specified the
reconciliation instructions and that was the basis for the deficit reduction goals stated in
the resolution. The March 2016 baseline has been used by CBO and JCT for cost
estimates for all pieces of legislation related to the budget reconciliation process for 2017,
including this one.

CBO’s most recent baseline projections were completed in late January 2017, after the
budget resolution was adopted. The agencies have not had time to undertake a follow-on
analysis of the effects of this legislation under that baseline.

In the projections published in January 2017, the direct spending and revenue effects of
the ACA’s insurance coverage provisions and the total number of people projected to be
uninsured were similar to those in the March 2016 baseline, but the number of people
projected to purchase subsidized coverage in the marketplaces was smaller, and the
average subsidy per person was larger. If this legislation was evaluated relative to the
January 2017 baseline rather than the March 2016 baseline, it is unclear how different
categories of insurance would be affected and whether the budgetary effects would differ
noticeably.

Health Insurance Coverage Provisions

After providing information about overall effects to supplement the discussion in the
overview, this section describes the methodology used to estimate the effects of the
coverage provisions. Then, it provides additional details about each of the major coverage
provisions identified above, in the order in which they would become effective, and
discusses their specific effects.

1. See Joint Committee on Taxation, “JCT Publications 2017,”
www.jct.gov/publications.html?func=select&id=76. On March 7, 2017, JCT published 10 documents relating to
an earlier version of this legislation—JCX-7-17 through JCX-16-17—which are posted there. In addition, see
Joint Committee on Taxation, Estimated Revenue Effects of the Tax Provisions Contained in Title 11 of
H.R. 1628, the American Health Care Act of 2017, as passed by the House of Representatives, JCX-27-17
(May 24, 2017).
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Additional Information About Overall Effects. CBO and JCT expect that this

legislation would increase the number of uninsured people substantially. The increase

would be disproportionately larger among older people with lower income—particularly

people between 50 and 64 years old with income of less than 200 percent of the federal

poverty level (see Figure 3). This section provides additional information about two

major sources of coverage as well as about stability of the health insurance market.
Figure 3.

Share of Nonelderly Adults Without Health Insurance Coverage Under Current Law and
the Better Care Reconciliation Act, by Age and Income Category, 2026
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Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.
Estimates are based on CBO's March 2016 baseline, adjusted for subsequent legislation.

Estimates reflect the average number of people under age 65 without insurance coverage over the course of the year in the
noninstitutionalized civilian population of the 50 states and the District of Columbia.

The width of each bar represents the relative share of the population in each age and income category. In CBO's projections,
200 percent of the FPL in 2026 would amount to $30,300 for a single person.

BCRA = the Better Care Reconciliation Act of 2017 (a Senate amendment in the nature of a substitute to H.R. 1628); FPL = federal
poverty level.

Medicaid. Enrollment in Medicaid would be lower throughout the coming decade, with
15 million fewer Medicaid enrollees by 2026 than projected under current law in CBO’s
March 2016 baseline (see Figure 4). Some of that decline would be among people who
are currently eligible for Medicaid benefits, and some would be among people who CBO
projects would, under current law, become eligible in the future as additional states
adopted the ACA’s option to expand eligibility.
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Figure 4.

Changes in Medicaid Enroliment Under the Better Care Reconciliation Act, Selected Years
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Source: Congressional Budget Office.
These estimates are for the Better Care Reconciliation Act of 2017 (BCRA), a Senate amendment in the nature of a substitute to H.R. 1628.

Estimates are based on CBO's March 2016 baseline, adjusted for subsequent legislation. They reflect average enrollment over the course
of a year. Under CBO's current-law projections, additional states would expand Medicaid eligibility to people who are made newly eligible
under the Affordable Care Act (adulis under the age of 65 whose income is below 138 percent of the federal poverty level). Enroliment
estimates associated with those future expansions are separated in the figure to highlight the change in Medicaid enroliment under the
BCRA because CBO anticipates that states that would expand coverage in the future under current law would not do so under the BCRA.

Nongroup coverage. On net, CBO and JCT estimate that roughly 7 million fewer people
would obtain coverage in 2018 through the nongroup market under this legislation than
under current law; that figure would be about 9 million in 2020 and about 7 million in
2026 (see Table 4, at the end of this document). Fewer people would enroll in the
nongroup market mainly because the penalty for not having insurance would be
eliminated and, starting in 2020, because the average subsidy for coverage in that market
would be substantially lower for most people currently eligible for subsidies—and for
some people that subsidy would be eliminated.

Market Stability. In CBO and JCT’s assessment, a small fraction of the population resides
in areas in which—because of this legislation, for at least for some of the years after
2019—no insurers would participate in the nongroup market or insurance would be
offered only with very high premiums. In the first case, the elimination of cost-sharing
subsidies for low-income people and the greater share of income that older people pay
toward premiums would shrink the demand for insurance compared with that under
current law, and it would probably not be profitable for insurers to bear the fixed costs of
operating in some markets. In the second case, because the total subsidy per person under
the legislation would be substantially smaller than under current law, the fraction of
purchasers who are subsidized would fall. Among the unsubsidized population, less
healthy people are more likely to purchase insurance—and the higher costs for them
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would put upward pressure on premiums. As unsubsidized people became a greater
fraction of the purchasers, that pressure would be greater and could result in very high
premiums in some markets—mainly during the second half of the coming decade, when
much less federal funding would be provided to reduce premiums. In both cases,
instability in a given market would probably be resolved within a few years by states’
actions: States could obtain a waiver that would allow changes to certain market
regulations for the purpose of reducing premiums; they could reduce premiums directly
using funding obtained through the waiver process; they could obtain a greater share of
the funding from the