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Abstract: The Patient Protection and Affordable Care Act includes several provisions
that promise to stem the rapidly rising tide of uninsured young adults, one of the larg-
est uninsured segments of the population. These include the ability to enroll in a parent’s
health plan up to age 26, beginning in September 2010; significant expansion in eligibil-
ity for Medicaid, beginning in 2014; and the creation of health insurance exchanges with
subsidized private insurance for people with low and moderate incomes, also beginning in
2014. Of the 14.8 million uninsured young adults, up to 12.1 million may gain subsidized
insurance once all the law’s provisions go into effect in 2014: 7.2 million may gain coverage
under Medicaid and 4.9 million may gain subsidized private coverage through the insur-
ance exchanges. In addition, about 1 million uninsured young adults are expected to join

their parents’ policies over the next three years.
* * *x *x %

BACKGROUND

The number of uninsured young adults, ages 19 to 29, climbed to 14.8 million
in 2009, an increase of more than 1 million over the prior year (Exhibit 1).
These individuals represent one of the largest segments of the U.S. population
without health insurance.! An additional 5 million insured young adults have
such high out-of-pocket costs that they are effectively underinsured.? Insecurity
is likely to have persisted into 2010, with unemployment soaring in this age
group over the past year. As of August 2010, 14.9 percent of 20-to-24-year-olds
were unemployed; certainly, many of these unemployed young adults are also
uninsured.’

The high rates of uninsurance among young adults are linked to a loss
of health insurance at two critical transition points: 19th birthdays or graduation
from high school, and graduation from college. Young adults covered as depen-
dents on their parents’ employer policies often lose eligibility at age 19, particu-
larly if they do not go on to college.* The Commonwealth Fund Survey of Young
Adults found that in 2009, of the young adults who were covered as dependents

on their parents’ employer plans during high school, 42 percent either lost or
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Exhibit 1. 14.8 Million Uninsured Young Adults in 2009,

Up by 1.1 Million in Past Year
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Source: Analysis of the 2001-2010 Current Population Surveys by N.Tilipman, B.Sampat, S. Glied, and B.Mahato of Columbia University

for The Commonwealth Fund.

switched coverage upon leaving or graduating from
school (Exhibit 2). Of those with a gap in coverage, 23
percent went without insurance from one to two years,
and 46 percent were uninsured for two years or more.

Similarly, Medicaid and the Children’s Health
Insurance Program (CHIP) reclassify all teenagers as
adults when they turn 19. As a result, a young adult
who had been insured under Medicaid or CHIP gen-
erally does not have the option to stay covered unless
he or she is able to qualify for Medicaid as an adult. In
most states, eligibility for adults is generally restricted
to very-low-income parents or disabled adults; there-
fore, most low-income young adults become ineligible
for public programs. For this reason, many more poor
young adults are uninsured than are children in low-
income families (Exhibit 3).

Full-time college students are more likely
to have health insurance than either nonstudents
or part-time students, mainly because they can
maintain coverage under their parents’ plans. But

upon graduation, they confront challenges similar

to those facing high school graduates: difficulty in
finding employment, health insurance waiting periods,
temporary positions, lower-wage jobs, employment
in small firms, and job turnover. All of these factors
increase the risk that a young adult who leaves
or graduates from college will go without health
insurance. The 2009 Commonwealth Fund Survey of
Young Adults found that among young adults who
were covered under their parents’ employer plans
during college, 75 percent either lost or switched
coverage after college (Exhibit 4). Of those with a gap
in coverage, 37 percent went without coverage for more
than one year.

Despite the fact that young adults are generally
healthy, going without health insurance—as so
many young adults do—can have substantial health
and financial consequences. For example, the 2009
Commonwealth Fund Survey of Young Adults found
that more than three-quarters (76%) of young adults
who were uninsured reported not getting needed

care because of cost, more than twice the rate (37%)
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Exhibit 2. Four of 10 Young Adults Who Had Insurance Through Their Parents’
Employer While in High School Lost or Had to Switch Insurance After High School;
Almost Half Went Without Insurance for Two Years or More

What happened to health insurance

when graduated from or left high school

Don't know/
refused
2%

Lost
insurance
27%

Switched to a
new source
15%

Length of time without insurance*

Don’t know/
refused <1 month

1% 3%

>1 month
to <6

months
13%

2 years or 6 months to

more <1year
46% 15%

* Among those who had a gap between losing and gaining new insurance, or who went without insurance after graduating from or leaving high school,

or who did not have insurance when they graduated from or left high school.

Note: Numbers may not sum to 100% because of rounding.
Source:The Commonwealth Fund Survey of Young Adults (2009).

of young adults with coverage all year.” In addition,
an estimated 11.3 million young adults, both insured
and uninsured, said they were paying off medical
debt. Of those, 50 percent had asked parents or other
family members for financial help, 31 percent delayed
education or career plans, and 39 percent were unable
to meet other debt obligations, such as school loans,
because of their debt loads.

HOW WILL YOUNG ADULTS GAIN COVERAGE
UNDER THE AFFORDABLE CARE ACT?

The newly enacted Patient Protection and Affordable
Care Act of 2010 (ACA) promises to significantly
reduce the number of uninsured young adults. There

are several ways in which the legislation will help:

* by granting young adults the ability to remain
on parents’ health plans up to age 26, beginning
September 2010;

* by instituting new insurance market regulations,
including a ban of lifetime limits on insurance
policies and offering new preexisting condition

insurance plans, beginning in 2010;

* by significantly expanding Medicaid eligibility
to cover all adults with incomes below 133 per-
cent of the federal poverty level, beginning
in 2014;

* by creating new state health insurance exchanges
with subsidized private insurance for people
with low and moderate incomes up to 400 per-

cent of poverty, beginning in 2014; and

* by imposing shared responsibility payments for
large employers that do not offer coverage or

offer poor coverage (Exhibit 5).
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Exhibit 3. Nineteenth Birthdays Are Critical Turning Points in Coverage for Young Adults

Percent uninsured

Children, age 18 and under

Young adults, ages 19-29

Total 10% 32%
<100% FPL 16 52
100%-199% FPL 14 42
>200% FPL 7 17

Source: Analysis of the March 2010 Current Population Survey by N. Tilipman and B. Sampat of Columbia University for The Commonwealth Fund.

Of the 14.8 million young adults who were
uninsured in 2010, up to 12.1 million could gain
subsidized coverage once all the law’s provisions go
into effect in 2014: 7.2 million in families earning
less than 133 percent of poverty would gain coverage
under Medicaid and 4.9 million earning less than
400 percent of poverty would gain subsidized private
coverage through the insurance exchanges (Exhibit 6).
In addition, about 1 million young adults with incomes
over 400 percent of poverty are expected to join their
parents’ policies over the next 10 years. About 1.8 million
are undocumented immigrants and would not be
eligible for Medicaid or coverage through the insurance
exchanges.® The provisions of the law that will benefit

young adults are analyzed in order of implementation.

2010: Young Adults Can Remain on Parents’
Insurance Until Age 26

The major effects of the Affordable Care Act on
young adult coverage will occur in 2014 and later,
when the central insurance reforms go into effect. But
beginning in September 2010, the legislation provides
important transitional relief to many young adults

and their families. The law requires all insurance plans
that offer dependent coverage to offer the same level
of coverage at the same price to their enrollees’ adult
children up to their 26th birthdays.” The law applies
to all adult children, regardless of living situation,
degree of financial independence, or marital or student
status. Health plans cannot charge adult children a
higher premium or offer fewer benefits than they do
for young children. In addition, the employer premium
contribution is tax-exempt, no matter the child’s age or

dependent status.

The law applies to all forms of health
insurance, including coverage offered by employers,
whether self-insured (i.e., employers pay benefits
directly to employees) or fully insured (i.e., employers
purchase health insurance for employees from an
insurance company). It will also include insurance
plans that parents purchase on the individual insurance
market. It applies to new health plans and so-called
“grandfathered” health plans (i.e., those in existence
when the ACA was signed into law in March 2010).%
There is one restriction: prior to 2014, young adults
may only be covered by their parents’grandfathered
employer group health plans if they are not eligible
to enroll in any other employer-sponsored plan (i.e.,

through their own employer or a spouse’s employer).’

How soon will young adults start to benefit
from the new provision? Health plans and employers
that offer dependent coverage are required on or
after September 23, 2010, to hold an enrollment
period of at least 30 days during which young adults
can join their parents’ plans. They can, however, use
their normal annual enrollment period to satisfy the
requirement. Health plans and carriers are required to
provide written notice about the enrollment period by
the first day of the first plan or policy year beginning
on or after September 23. While many firms and
insurers have already made changes to allow young
adults to join parents’ plans, many have announced
they will wait for their normal enrollment period to
tulfill the requirement. A survey of 800 large employers
by Mercer, a human resources consulting firm, found
that 75 percent planned to use their normal annual

enrollment period to sign up newly eligible young

adults.!?
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Exhibit 4. Three-Quarters of Young Adults Who Had Insurance Through Their
Parents’ Employer While in College Lost or Had to Switch Insurance After College

What happened to health insurance
when graduated from or left college

Don’t know/ Did not have
refused insurance
1% 2%

\

Continued to
get insurance
through same
source
23%

Switched to a
new source
43%

S

Length of time without insurance*

Don’t know/
refused
1%

<1 month
14%

> >1 month to
1year to

<2 years <6 months
(o)
14% EER
6 months
to <1 year
15%

* Among those who had a gap between losing and gaining new insurance, or who went without insurance after graduating from or leaving college, or

who did not have insurance when they graduated from or left college.

Note: Numbers may not sum to 100% because of rounding.
Source:The Commonwealth Fund Survey of Young Adults (2009).

Currently, 37 states have passed laws that
increase the age of dependency for insurance purposes
(Appendix Table 1). The laws vary considerably by
age, ranging from age 23 in Oregon and Wyoming
to age 31 in New Jersey. The laws also vary by how
they define dependent young adults. Some laws are
restricted to full-time students, financially dependent
young adults, young adults residing in the same state
as their parents, or unmarried young adults. In the
case of Nevada, South Carolina, and Wyoming, the
law extends only to parents covered by small-employer
policies. But most important, none of the state laws
apply to employers that provide health benefits directly
to their employees (i.e., self-insured plans) rather than
purchase insurance through a carrier (i.e., fully insured
plans). Currently, 55 percent of the U.S. population
covered by employer-based health insurance are in self-
insured plans." Thus, substantially more young adults
and their families can potentially benefit under the new

federal law than under the state laws. In addition, the

tederal law will create a minimum standard in terms

of age—young adults up to age 26 will be eligible for
coverage on their parents’ plans. But in states that have
higher age limits, like New Jersey and New York, young
adults ages 26 and older will still be able to qualify

for dependent coverage under the provisions and
definitions in their state laws.

This provision will help to reduce the number
of uninsured young adults. In its interim final rules on
this provision in the law, the Departments of Health
and Human Services, Labor, and Treasury estimated
that, in 2010, there will be about 6.6 million uninsured
young adults between the ages of 19 and 26 and 2.7
million with coverage through the individual insurance
market.”? About 3.4 million of those uninsured and
about 2.4 million of those with individual market
coverage have parents with employer-based health
insurance or an individual market policy. The agencies

estimate that approximately 1.7 million young adults
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Exhibit 5. Affordable Care Act: Provisions Affecting Young Adults

+ Young adults on parents’
plans to age 26

+ Prohibitions against
lifetime benefit caps &
rescissions

* Public reporting by insur-
ers on share of premiums
spent on nonmedical
costs

+ Coverage and no cost-
sharing for preventive
care in private plans

* Pre-Existing Condition

Insurance Plans to enrollees

« Insurers must spend at least 85%
of premiums (large group) or - Individual requirement
80% (small group/individual) on
medical costs or provide rebates

+ Medicaid expanded to
133% of poverty

« Insurance market
reforms including no
rating on health

- State insurance
exchanges

- Essential benefit stan-
dard

+ Premium and cost-
sharing credits for
exchange plans

* Premium increases a
criteria for carrier
exchange participation

to have insurance

* Employer shared
responsibility payments

2010 2011

2014

Source: SR Collins and JL Nicholson, Rite of Passage: Young Adults and the Affordable Care Act of 2010, (New York: The Commonwealth Fund, May 2010).

will become covered under parents’ policies by 2013. Of
those, nearly 1 million are estimated to be previously
uninsured.”

The federal agencies also estimated the effect
of this provision on premiums. Assuming that the
number of young adults who enroll in their parents’
employer plans is in the midrange of their estimates
(i-e., 1.7 million in 2013), the agencies estimated
that the average annual premium cost would be
about $3,380 in 2011, $3,500 in 2012, and $3,690 in
2013.If this cost is spread across all employer family
policies, family premiums—shared by employers and
employees—would increase by 0.7 percent in 2011,

1 percent in 2012, and 1 percent in 2013.

In addition to providing a new source of
coverage to many uninsured young adults, the provision
has the potential to shorten or eliminate gaps in
health insurance coverage experienced by young adults
transitioning between high school or college and the
job market. The provision will also potentially provide
better coverage at lower cost to many young adults who
are now purchasing coverage through the individual
market or those enrolled in college plans. Currently,
young adults who purchase on their own must pay the
tull premium for their coverage, regardless of income.
In most states, they can be charged a higher premium
for a preexisting condition, like asthma or a mental
health problem, or have that condition excluded

completely from their plan.
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2010: Bans on Limits on Benefits and
Requirements to Report Share of Premiums
Spent on Medical Costs

While college and university health plans provide some
measure of protection for students, many plans offer
only limited benefits and have low yearly or lifetime
limits on the amounts the health plans will pay. A study
by the Government Accountability Office of a sample
of student health plans found that 96 percent had a
maximum benefit amount.’ Among student insurance
plans with a maximum benefit amount on a per-
condition, per-lifetime basis, more than one-quarter
(27%) had a maximum benefit of less than $20,000.
Another 25 percent had a maximum benefit of $20,000
to $29,000. Such limited plans put college students

at risk of having high medical bills and medical debt

if they experience a serious illness or injury. In fact,
some college athletes have found themselves in debt

after experiencing injuries during training that are not

covered by their private insurance plans or by their
schools.”

Such benefit restrictions in some college plans
have helped to decrease the benefits paid to students
as a share of their premiums. The New York State
attorney general is investigating student health plans
that pay significantly less in benefits than they collect
from students in premiums.’® A recent study by the
state of Massachusetts of 13 insurance carriers selling
college plans in the state found that the plans spent
from 46 percent to 89 percent of their premiums on

medical care, with the average around 69 percent.'”

The Affordable Care Act includes several
provisions going into effect this year and next that
have the potential to eventually improve the quality of
health plans offered to college students, including bans
on lifetime benefit limits, phase-out of annual limits,
and limits on nonmedical spending as a share of pre-

miums. However, the American Council on Education

Exhibit 6. Distribution of 14.8 Million Uninsured Young Adults by

Federal Poverty Level in 2009

<1 33% !:PL 250%-399% FPL
7.2 m:)lllon 1.5 million
49% 10%
>400% FPL
930,238
6%
Undocumented
1.8 million
12%

14.8 million uninsured young adults ages 19-29

Note:“FPL"refers to Federal Poverty Level.

Source: Analysis of the March 2010 Current Population Survey by N.Tilipman and B.Sampat of Columbia University for The Commonwealth Fund;
estimates of undocumented uninsured young adults by Jonathan Gruber and lan Perry of MIT using the Gruber Microsimulation Model for The

Commonwealth Fund.



and several trade associations representing colleges
have recently argued that some of the provisions,
including those relating to annual limits and limits on
nonmedical spending, do not apply to college plans.'®
The secretary of the department of health and human
services (HHS) will issue guidance soon on the ACA
and college student health plans.

Lifetime limit ban. Starting on September 23, 2010, the
ACA prohibits all health plans from imposing lifetime
limits on what their plans will pay in benefits."’ The
ban applies to all employer plans, including self-insured
plans, and all plans sold in the individual insurance
market. It applies to new plans and grandfathered
plans. For people who exceed their lifetime limit before
September 23, health plans must serve notice that the
lifetime limit no longer applies and provide an enroll-
ment period for people who have since disenrolled

from the plan.

Phased-in restrictions on annual limits. The ACA will
prohibit all health plans, except grandfathered plans
sold on the individual market, from imposing annual
limits in 2014. Restrictions on annual limits will
increase gradually between 2010 and 2013, according
to the following schedule:

*  Between September 23,2010, and September 23,

2011, plans cannot impose annual limits on health

benefits of less than $750,000.

*  Between September 23,2011, and September 23,

2012, plans cannot impose annual limits of less

than $1.25 million.
*  Between September 23,2012, and January 1, 2014,

plans cannot impose annual limits of less than

$2 million.

The restrictions on annual limits apply to
“essential health benefits” as they are broadly defined
in the ACA and not benefits that fall outside that

definition.

Limits on share of premiums insurers spend on nonmedical

costs. The Affordable Care Act will place new standards
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on what health plans must spend on medical care, as
opposed to administration and profits. Beginning in
2010, health plans are required to report the propor-
tion of premiums spent on items other than medical
care. The secretary will make these reports available on
the HHS Web site. Generally, medical care includes
clinical services, activities to improve quality of care,
and all other non-administrative costs. The secretary of
HHS will issue regulations that explicitly define medi-
cal care, especially in the area of quality improvement
activities, in addition to standardized methodologies
for calculating the share of premiums spent on medi-
cal care. Beginning January 1, 2011, health plans in the
large-group market that spend less than 85 percent of
their premiums on medical care, as well as health plans
in the small-group and individual market that spend
less than 80 percent on medical care, will be required
to offer rebates to enrollees. The rebates will be equal
to the percentage difference between the minimum
required by law and what a plan actually spends, mul-
tiplied by the total amount of premium revenue. As
directed by the ACA, the National Association of
Insurance Commissioners (NAIC) has drafted for
public comment uniform definitions of medical care

as well as a standardized method for insurers to calcu-

late rebates.?”

2010: Preexisting Condition Insurance Plans
Will Help Young Adults with Chronic Health
Problems

While young adults are healthier on average than
older adults, many have chronic health problems that
can make it difficult, if not impossible, to buy a health
insurance policy. An estimated 15 percent of adults
between the ages of 18 and 29 have one of six health
chronic health conditions: arthritis, asthma, cancer,
diabetes, heart disease, or hypertension.?! These young
adults, many of whom have been unable to buy health
insurance because of their conditions, may benefit from
new preexisting condition insurance plans (PCIPs).*?
Now available in all 50 states and the District of
Columbia, PCIPs are open to people who have been

uninsured for at least six months and who have a
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health problem that has made it difficult for them to
gain health insurance. Premiums are set for a standard
population in the individual insurance market and
cannot vary by more than a factor of four, based on age
(i.e., 4:1 age bands). The PCIPs are required to cover,
on average, no less than 65 percent of medical costs
and to limit out-of-pocket spending to the standards
defined by health savings accounts—#$5,950 for
individuals and $11,900 for families. They also cannot
impose preexisting condition exclusions.

The federal government invited states
to submit applications to form their own PCIPs,
supported by federal subsidies to cover the difference
between premiums and the cost of claims. Twenty-
seven states elected to run their own plans and are now
accepting applications for enrollment.? States have
some flexibility in setting the size of the deductible,
the level of coinsurance or copayments and the scope
of benefits, so there is variation in PCIPs from state to
state. For example, while most plans have a deductible
of $2,500, 15 states offer plans with deductibles at or
below $1,000; Washington and Maryland set their
out-of-pocket limits at $1,500, well below the federal
standard.**

The federal government is operating PCIPs in
the remaining 23 states and the District of Columbia.
The plans in these states feature a $2,500 deductible,
$25 copayment for doctor visits, 20 percent coinsurance
for other covered in-network benefits, prescription
drug coverage with $4 to $30 copayments for most
drugs for the first two prescriptions and 50 percent of
the cost of subsequent prescriptions, no cost-sharing
for preventive services, no lifetime limit on benefits,

and a $5,950 out-of-pocket maximum for in-network
25

The HHS secretary will have $5 billion to use
to subsidize the gap between premiums collected for
the PCIPs and claims costs between 2010 and 2013.
The PCIPs are expected to cover between 175,000
and 400,000 people over their three-and-half years

26

services.

of operation.

2014: Medicaid Expansion to Adults with
Incomes Up to 133 Percent of the Federal
Poverty Level

Beginning in 2014, the Affordable Care Act expands
eligibility for Medicaid to all legal residents with
incomes up to 133 percent of the federal poverty
level—about $14,404 for a single adult or $29,327
for a family of four. This is a substantial change in
the Medicaid program in its coverage of adults, and
a change that will particularly benefit young adults.
Although several states have expanded eligibility for
parents of dependent children, in most states income
eligibility thresholds are well below the federal poverty
level.?” In addition, adults who do not have children
are not currently eligible for Medicaid, regardless of
income, in most states.

Of all the provisions in the Affordable Care Act,
the Medicaid expansion will potentially have the largest
impact on reducing the number of uninsured young
adults. Of all uninsured young adults, about half (49%)
are legal residents in families with incomes under
133 percent of poverty (Exhibit 7). The eligibility
expansion has the potential to provide health insurance
to up to 7.2 million uninsured young adults in that
income range.”® Approximately 1 million uninsured
young adults in that income range are undocumented

immigrants and would not be eligible for Medicaid.?

2014: Insurance Exchanges and Tax

Credits to Reduce Premiums and
Out-of-Pocket Costs

The Affordable Care Act requires each state to
establish a new health insurance exchange for
individuals and another for small employers, or a single
exchange for both individuals and small employers.
States can set up their own exchanges or band with
other states to establish regional exchanges. States can
also decline to establish an exchange and the federal
government will do it for them. The individual and
small-group markets will continue to function outside
the exchange, but new insurance market regulations
will apply to plans sold inside and outside the

exchanges. The new regulations include prohibition
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of rating on the basis of health and gender, bans on
preexisting condition exclusions, limits on the amount
plans can vary premiums based on age, and eliminating
the ability of plans to drop coverage if an enrollee
becomes ill. Unlike today’s individual insurance market,
where young women can be charged premiums up

to 84 percent more than men for the same insurance
policy, female young adults will face the same
premiums as men in their age group.”

The exchanges will provide a new regulated
marketplace in which people without access to
employer coverage that meets certain affordability and
coverage standards can purchase insurance. People with
employer coverage who spend more than 9.5 percent
of their income on premiums or those with a plan
that covers less than 60 percent, on average, of their
medical costs are eligible to purchase coverage through
the exchange. Qualified health plans sold through the
exchange and those sold in the individual and small-
group markets will be required to provide a federally
determined essential benefits package. The package will
be similar to those offered in employer plans, including

the provision of maternity services, a benefit rarely
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covered in the current individual insurance market.
People purchasing coverage through the exchanges can
choose among four levels of cost-sharing: plans that
cover an average 60 percent of medical costs (bronze
plan), 70 percent of medical costs (silver plan), 80
percent of medical costs (gold plan), and 90 percent
of medical costs (platinum plan). Out-of-pocket costs
are limited to $5,950 for single policies and $11,900
for family policies. The essential benefits package and
choice of cost-sharing level will provide consumers
with far more information about benefits than they
currently have in the individual market.

For the first time, young adults who must buy
coverage on their own will be eligible for a federal
subsidy to help pay for the cost of premiums for plans
sold through the exchanges. Premium credits will be
tied to the silver plan and will cap contributions for
individuals and families from 2 percent of income up
to 133 percent of poverty ($14,404 for a single adult
or $29,327 for a family of four) and gradually increase
to 9.5 percent at 300 percent to 400 percent of poverty
($43,320 for a single person and $88,200 for a family
of four) (Exhibit 7).

Exhibit 7. Distribution of 14.8 Million Uninsured Young Adults by Federal Poverty Level in 2009 and

Provisions in Affordable Care Act

Uninsured young adults ages 19-29

Premium subsidy Cost-sharing cap

cap as share of as share of
Federal poverty level Percent Number uninsured income medical costs
<133% FPL 49% 7,236,461 Medicaid Medicaid
133%-149% FPL 5% 694,870 3.0%-4.0% 6%
150%-199% FPL 11% 1,630,967 4.0%-6.3% 13%
200%-249% FPL 7% 1,081,215 6.3%-8.05% 27%
250%-299% FPL 5% 766,004 8.05%-9.5% 30%
300%-399% FPL 5% 725,774 9.5% 30%
?1”3?%?; SR 33% 4,898,830 3.0%-9.5% 6%-30%
>400% FPL 6% 930,238 — —
Undocumented 12% 1,781,663
Total 100% 14,847,191 — —

Source: Analysis of the March 2010 Current Population Survey by N. Tilipman and B. Sampat of Columbia University for The Commonwealth Fund; estimates
of undocumented uninsured young adults by Jonathan Gruber and lan Perry of MIT using the Gruber Microsimulation Model for The Commonwealth Fund.
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Young adults with low and moderate incomes
will also benefit from cost-sharing credits that
effectively reduce out-of-pocket spending under the
silver plan to 6 percent, on average, of total costs for
those with incomes up to 150 percent of poverty
($16,245 for a single person and $33,075 for a family
four). Costs will drop to 13 percent of total costs
for those with incomes up to 200 percent of poverty
($21,660 for a single person and $44,100 for a family
of four), and 27 percent for those with incomes up to
250 percent of poverty ($27,075 for a single person
and $55,125 for a family of four) (Exhibit 7). In
addition, out-of-pocket expenses will be capped for
families earning between 100 percent and 400 percent
of poverty (from $1,983 for individuals and $3,967 for
families to up to $3,967 for individuals and $7,933 for
families).

Subsidized private coverage has the potential
to provide health insurance for up to 4.9 million
uninsured young adults with incomes between 133
percent and 400 percent of poverty. (Exhibit 7).>! An
estimated 800,000 uninsured young adults in that
income range are undocumented immigrants and
would not be eligible for the federal subsidies under
the ACA.* There are fewer than 1 million uninsured
young adults with incomes over 400 percent of poverty
who would not be eligible for a premium subsidy
through the exchanges but who would likely be eligible
to join their parents’ employer-sponsored health plan.

Under the law, adults under age 30 who are
not eligible for subsidized coverage will have the
option to purchase a catastrophic health plan. The
plan will be required to have the essential benefits
package and include three primary care visits per year
but could have cost-sharing similar to health savings
account-eligible, high-deductible plans. This would
likely result in a lower premium for enrollees but
higher cost-sharing than other plans sold through the
exchanges. Preventive services will be excluded from
the deductible and cost-sharing would be limited to
the current health savings account out-of-pocket limits
($5,950 for single policies and $11,200 for families).
People over age 30 who could not find a plan with a
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premium that is 8 percent or less of their income would

be able to purchase the young adult plan, as well.

2014: Employer Shared Responsibility
Payments for Not Offering Health Insurance
or for Offering Benefits of Low Quality
Currently, employed young adults are far less likely to
have health insurance through their jobs than are older
adults. The Commonwealth Fund Biennial Health
Insurance Survey (2007) found that only slightly
more than half (53%) of 19-to-29-year-olds who
were working part-time or full-time were eligible for
coverage offered by their employers, compared with
three-quarters (74%) of 30-to-64-year-olds.*® Only
one-third of young adults were covered by employer
plans. Twenty-eight percent of workers in this age
group were uninsured, nearly three times the rate of
older workers.

The Affordable Care Act does not include
an employer mandate to provide insurance but it does
require large employers that either do not offer health
insurance to their employees or offer health insurance
that is expensive to employees or of poor quality to
make payments. If employers with 50 or more full-time
equivalent workers do not offer health insurance, the
legislation will require a payment of $2,000 per full-
time employee (those working more than 30 hours per
week), if an employee becomes eligible for a premium
subsidy through the exchanges. The payment does not
apply to the first 30 full-time workers in a company.

Young adults who are enrolled in plans through
their employers but spend a large share of their income
on premiums or have health plans with substantial
cost-sharing obligations may become eligible for
subsidized coverage through the insurance exchanges,
depending on income. In addition, their employers may
have to make a payment to the federal government
under such a scenario. Under the ACA, if a firm
offers coverage and has 50 or more full-time workers
and a full-time worker is determined to be eligible
for premium subsidies through the exchange either
because his premium contribution exceeds 9.5 percent

of income or his coverage does not meet the minimum
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creditable benefit standard (plan covers at least 60
percent of an enrollee’s costs), the company must pay
the lesser of $3,000 for each full-time worker who
receives such a premium subsidy through the exchange
or $2,000 for each full-time employee, not counting the
first 30 employees.

A recent study by researchers at RAND
estimated that the ACA would increase the number of
workers covered by employer plans from 115.1 million
to 128.7 million, covering nearly 95 percent of U.S.
workers.** However, the researchers estimated that
the increase in employer coverage will come less from
employer requirements than from increased demand
for health insurance from employees as a result of
the individual requirement to have health insurance.
They estimate that of the 13.6 million newly covered
workers under the ACA, only 3.2 million will work in
companies of 50 or more and thus subject to the shared

responsibility payments.

2014: Individual Requirement to Have
Health Insurance Will Help Bring Young
Adults into Insurance Markets

Beginning in 2014, all U.S. citizens and legal residents
will be required to maintain minimum essential health
insurance coverage through the individual insurance
market, insurance exchanges, public programs,

or employers—or face a penalty. There are some
exemptions: individuals who cannot find a health plan
that costs less than 8 percent of their income, net of
subsidies and employer contributions; people who have
incomes below the tax-filing threshold ($9,350 for an
individual and $18,700 for a family), people who have
been without insurance for less than three months, and
certain other circumstances.

People who are not exempt from the mandate
and cannot demonstrate on a tax form that they have
health insurance will be required to pay a penalty equal
to the greater of $95 or 1 percent of applicable income
(i.e., income in excess of the tax filing threshold)
in 2014, $325 or 2 percent of applicable income in
2015, and $695 or 2.5 percent of applicable income in
2016, up to a maximum of $2,085 per family.* The

Tue ComMmoNwWEALTH FunD

tax, which will be assessed through the tax code and
applied as an additional amount of federal tax owed,
will be prorated for partial years of noncompliance.

The compliance of young adults will be
particularly important in terms of creating broad and
diverse risk pools in the exchanges and individual
markets. Indeed, the Congressional Budget Office
estimates that the influx of young and healthy people
into the exchanges and individual markets will lower
premiums by 7 percent to 10 percent.*® The experience
of Massachusetts suggests that young adults will likely
comply with the requirement to have health insurance.
The state implemented a universal coverage law in
2007 that is similar to the ACA, including an insurance
exchange with subsidized coverage, an individual
requirement to have health insurance, and provisions
targeted to young adults like the ability to stay on
parents’ plans to age 26. Sharon Long and colleagues
tound that the uninsured rate among young adults
ages 19 to 26 dropped by more than half post-reform,
falling from 21.1 percent in 2005-2006 to 8.2 percent
in 2007-2008.%” In comparison, rates of uninsurance
among young adults in New York, which did not have
a similar program over that period, remained steady at
27 percent.

Other research has found that the individual
requirement to have health insurance in Massachusetts
had the effect of increasing the number of people who
were covered by employer-based health insurance, as
employers met a new demand from their employees for
health insurance so that they might comply with the
individual mandate.*® The RAND analysis predicts a
similar effect of the ACA, with the individual mandate
far more important in expanding employer-based
coverage than the shared responsibility payments
required of large employers.* Young adults in
employer-based plans tend to take-up benefits at rates
similar to those of older workers: in 2007, 78 percent of
working young adults ages 24 to 29 took up coverage
when it was offered by an employer, compared with 84

percent of workers age 30 and older.*’
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CONCLUSION
The Affordable Care Act will bring sweeping change

to the nation’s health system—promising to cover at
least 32 million more people, approximately 30 percent
of whom are between the ages of 19 and 29. Young
adults will benefit substantially from the ability to
remain on their parents’ health plans starting in 2010.
Other changes will come into effect in 2014—an
unprecedented expansion in the Medicaid program,
new insurance market regulations, and subsidized
private health insurance with a comprehensive benefits
package through the new insurance exchanges. The
combination of these provisions will substantially
reduce both the share of young adults who are
without health insurance (32 percent are currently
uninsured) and the share who have health insurance
but are underinsured (9 percent are estimated to be
underinsured). Of the 14.8 million young adults who

were uninsured in 2009, up 12.1 million may gain
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subsidized coverage by 2014: 7.2 million may gain
coverage through Medicaid and up to 4.9 million may
gain subsidized private coverage through the insurance
exchanges. In addition, about 1 million are expected

to join their parents’ policies. About 12 percent of
uninsured young adults, or 1.8 million, are not legal
residents and, therefore, not eligible for federally
subsidized health insurance under the law. Further, by
providing multiple insurance options for young adults
at key life transition points, including graduation from
high school and college, the law will significantly
reduce both the short- and long-term gaps in health
insurance that have historically plagued this age group
at all income levels. When fully implemented, the ACA
will allow young adults of all income levels to undergo
a new rite of passage: establishing necessary ties with
the health care system, without fear of accumulating
medical debt, as they pursue their educational and

career goals.
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MEeTHODOLOGY

Some of the data in the brief come from the Commonwealth Fund Survey of Young Adults (2009), a national
telephone survey conducted May 12, 2009, through July 2, 2009, among a nationally representative sample of
2,002 young adults, ages 19 to 29 and living in the continental United States. The survey was conducted by
Social Science Research Solutions (SSRS). Since many young adults use cell phones “mostly” or “exclusively,” this
survey employed a dual-frame landline and cell phone telephone design in which half (1,002) of the interviews
were conducted by cell phone. The 25-minute telephone interviews were completed in both English and
Spanish, according to the preference of the respondent.

The landline portion of the sample used a disproportionate, stratified random digit dialing design to
increase the potential of reaching young adult households overall, as well as those specifically low-income and
African American and Hispanic. A prescreened strata was included, which supplemented the sample with
additional interviews of households identified as having a 19-to-29-year-old in prior waves of SSRS’s national
omnibus survey. The cell phone portion of the sample was accomplished using basic random digit dialing
methodology of working cell phone exchanges. Using this dual-frame stratified sampling design, this study
obtained an oversample of low-income, African American, and Hispanic adults. Survey data were weighted to
1) correct for the fact that not all survey respondents were selected with the same probability, and 2) account for
gaps in coverage and nonresponse biases in the survey frame. In the first stage, SSRS developed design weights
to compensate for sample-frame biases and the number of telephones in the household/cell phone-only status.
Population counts for telephone status were requested from the National Center for Health Statistics and drawn
from their National Health Insurance Survey. In the second stage, the data were weighted by age, education,
geographic region, gender, and race/ethnicity using the 2007 American Community Survey population exhibits.
The resulting weighted sample is representative of the approximately 46 million adults ages 19 to 29.

The survey achieved a 32 percent response rate (calculated according to the standards of the American

Association for Public Opinion Research). The survey has an overall margin of sampling error of +/— 2 percent at

the 95 percent confidence level.
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Appendix Table 1. State Laws That Increase the Age Up to Which Young Adults Are Considered
Dependents for Insurance Purposes

Year law passed Limiting age of Applies to
State or implemented dependency status non-students?
Colorado' 2006 25 Yes
Connecticut? 2007 26 Yes
Delaware® 2006 24 Yes
Florida* 2009 30 Yes
Georgia5 * 26 No
Idaho® 2007 25 No
lllinois’ 2008 26 Yes
Indiana® 2007 24 Yes
lowa’ 2008 25 Yes
Kentucky'° 2008 25 Yes
Louisiana'’ 2009 24 No
Maine ' 2007 25 Yes
Maryland'® 2007 25 Yes
Massachusetts'* 2006 26 Yes
Minnesota'® 2007 25 Yes
Missouri'® 2009 26 Yes
Montana'’ 2007 25 Yes
Nevada'® * 24 No
New Hampshire19 2007 26 Yes
New Jersey20 2006 31 Yes
New Mexico®' 2005 25 Yes
New York?? 2009 30 Yes
North Dakota? * 22 Yes
Ohio?* 2009 28 Yes
Oregon25 2009 23 Yes
Pennsylvania26 2009 30 Yes
Rhode Island?’ 2006 25 No
South Carolina®® 2009 22 No
South Dakota?’ 2005 30 No
Tennessee™® 2008 24 Yes
Texas®! 2003 25 Yes
Utah*? 1994 26 Yes
Virginia33 2007 25 Yes
Washington34 2007 25 Yes
West Virginia35 2007 25 Yes
Wisconsin36 2010 27 Yes
Wyoming®’ 2009 23 No

Colorado Rev. Stat. § 10-16-104.3; Requires group and privately purchased individual health plans to cover unmarried dependents up to age 25. Dependents must be unmar-
ried or financially dependent, or live at the same address as parents, but eligibility is not dependent on full-time enrollment in school.

Connecticut C.G.S.A. § 38a-497; Requires that group health insurance policies extend coverage to children up to age 26, as long as they are unmarried and either remain resi-
dents of Connecticut or are full-time students; effective January 1, 2009.

3 Delaware Code Ann.Tit. 18, § 3354; Requires insurance providers to cover unmarried young adults under a pre-existing family policy up to age 24. Applicable as long as the
young adult has no dependents and either lives in the state of Delaware or is a full-time student.
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Florida Chapter 627.6562; Allows unmarried young adults up to age 25 who are financially dependent on their parents and who either live with their parents or are full- or part-
time students to remain on their parent’s health insurance; health insurance plan must cover these young adults at least until the end of the calendar year in which the young
adult turns 25. Unmarried young adults up to age 30 may remain on their parent’s insurance as long as they have no dependents of their own and either reside in Florida or
are full- or part-time students.

3 Georgia Code § 33-30-4; Allows young adults who are financially dependent on their parents to remain on their parent’s insurance up to and including age 25, as long as they
are enrolled as a full-time student at least 5 months during the year or are prevented from enrolling as a full-time student due to illness or injury.

6 Idaho Stat. § 41-2103; Allows unmarried financially dependent full-time students up to age 25 to remain on their parent’s health insurance, and unmarried non-students up to
age 21.

7 lllinois 215 ILCS 5/356z.12; Allows parents to keep dependents on their health plan until their 26th birthday; parents with dependents who are veterans can keep them on their
health plan until their 30th birthday.

8 Indiana IC 27-8-5-2,28 and IC 27-13-7-3; Requires commercial health insurers and health maintenance organizations to cover dependents up to age 24 on their parent’s
insurance.

9

lowa Code § 509.3 and §514E.7; Requires health insurers to continue to cover dependents on their parent’s coverage as long as the child is under the age of 25 and a resident of
lowa, a full-time student, or disabled. The dependent must be unmarried.

0 Kentucky Rev. Stat. § 304.17A-256; Allows parents to keep their unmarried children on their health insurance plans up to
age 25. Parents may have to pay extra premiums for their child’s coverage.

11 .. . . . . . .
Louisiana Rev. Stat. Ann. § 22:1003; Allows unmarried, dependent children up to age 24 who are full-time students to remain on their parent’s insurance.

12 Maine 24-A MRSA § 2742-B; Requires individual and group health insurance policies to continue coverage for an unmarried dependent child up to age 25 if the child is finan-
cially dependent on the policyholder and has no dependents of his/her own.

13 Maryland Code Insurance § 15-418; Allows young adults up to age 25 to receive coverage through their parent’s health insurance as long as they live with the policyholder and
are unmarried.

4 . . . . .
Massachusetts Gen. Laws Ann. Ch. 175 § 108; As part of Massachusetts’ April 2006 health insurance expansion law, young adults are considered dependents for insurance pur-
poses up to age 26 or for two years after they are no longer claimed on their parent’s tax returns, whichever comes first.

5 Minnesota Chapter 62E.02; Effective January 1, 2008; Allows unmarried dependents up to age 25 to remain on their parent’s private health insurance plans.
16 Missouri Rev. Stat. § 354-536; Allows unmarried dependents up to age 26 to remain on their parent’s health insurance plans as long as the child is a resident of Missouri.

v Montana MCA 33-22-140; Provides insurance coverage to unmarried children up to 25 years of age under a parent’s policy; effective January 1, 2008.

1
8 Nevada NRS 689C.055; Allows unmarried, dependent children who are full-time students to remain on their parent’s insurance policy up to age 24 if parent is covered by a

small group policy.

° New Hampshire Rev. Stat § 420-B:8-aa; Applies to unmarried dependents who are either under age 25 and a full-time student or under age 26, a resident of New Hampshire, and
not provided coverage through another group or individual health plan. 2009 SB 115 allows young adults up to age 26 to purchase coverage through the New Hampshire
CHIP program, Healthy Kids.

20 New Jersey S.A. 17B:27-30.5; Requires most group health plans to cover unmarried adult dependents up to age 31, as long as they have no dependents of their own, are resi-
dents of New Jersey or are full-time students, and are not provided coverage through another group or individual health plan.

2 New Mexico Stat. Ann. § 13-7-8; Requires that all insurance policies provide coverage for unmarried dependents up to
age 25, regardless of school enroliment.

22
New York 2009 Assembly Bill 9038; Allows unmarried young adults up to age 30 who are not eligible for employer sponsored insurance to be covered under their parent’s

health insurance, regardless of financial dependence, as long as they are a resident of New York; effective September 1, 2009.

2 North Dakota Cent. Code § 26.1-36-22; Allows unmarried, financially dependent children up to age 22 who live with their parents to remain on parent’s insurance; allows full-

time students up to age 26 to remain on parent’s insurance.

24 Ohio Rev. Code § 1751.14, as amended by 2009 OH H 1; Allows unmarried dependent children up to age 28 to remain on their parent’s insurance, as long as they are an Ohio
resident or a full-time student.

% Oregon O.R.S. § 735.720; Defines dependent for insurance purposes as an unmarried child up to age 23, regardless of student status.

Pennsylvania 2009 SB 189; Allows an unmarried child up to age 30 to remain on parent’s insurance as long as they have no dependents themselves and are residents of
Pennsylvania or a full-time student.

2 Rhode Island Gen. Laws § 27-20-45 and Gen. Laws § 27-41-61; Requires health insurance plans to cover unmarried dependent children up to age 19, or age 25 for financially
dependent students.

28 South Carolina Code Ann. § 38-71-1330; Allows unmarried, financially dependent children up to age 22 who are full-time students to remain on parent’s insurance if parent is
covered by a small group policy.

2 South Dakota Codified Laws Ann. 3-12A-1; Prohibits any insurance provider that offers dependent benefits from terminating coverage before age 19, or 23 if the dependent is

a full-time student and financially dependent on his/her parents. South Dakota Codified Law § 58-17-2.3 allows dependents who remain full-time students upon reaching age
24 but not exceeding age 29 to remain on their parent’s insurance.
0 Tennessee Code Ann. 56-7-2302; Allows unmarried and financially dependent young adults up to age 24 to remain on their parent’s health insurance plan.
3 Texas V.T.C.A. Insurance Code § 846.260 and V.T.C.A. Insurance Code § 1201.059; Allows unmarried dependents up to age 25 to be covered by their parent’s insurance plans.

32 Utah Code Ann.Title 31A § 22-610.5; Requires insurance policies that include dependent coverage to cover unmarried dependents up to age 26, regardless of enroliment in
school.

3 Virginia Code Ann. 38.2-3525; Allows dependent children up to age 25 to remain on their parent’s health insurance, as long as they reside with the parent or are full-time
students.
4
Washington RCWA 48.44.215; Requires all insurers to offer enrollees the opportunity to extend coverage to unmarried dependents up to age 25.
35 West Virginia Code § 33-16-1a; Increases the dependent age for a child or stepchild to 25 for health insurance coverage.

36 Wisconsin Stat. § 632.885; Requires insurers to cover unmarried dependents up to age 27 through their parent’s insurance if they are not offered insurance through their
employer. Effective January 1, 2010.

37 Wyoming Stat. § 26-19-302; Allows unmarried full-time students to remain on their parent’s insurance up to age 23 if parent is covered by a small group policy.
Year law passed/implemented unknown.

Additional sources: National Conference of State Legislatures, Covering Young Adults Through Their Parent’s or Guardian’s Health Policy, http://www.ncsl.org/IssuesResearch/Health/
HealthInsuranceDependentStatus/tabid/14497/Default.aspx.


http://www.ncsl.org/programs/health/dependentstatus.htm
http://www.ncsl.org/programs/health/dependentstatus.htm
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