
 

 

 

Update on the Senate BCRA Discussion Draft and CBO Estimate 

This memo provides a very preliminary analysis of the new CBO estimate of the Senate’s Better Care 

Reconciliation Act (BCRA), based on the updated discussion draft released by the Senate Budget 

Committee on Monday. 

Here are some highlights: 

• 2018 Coverage Catastrophe. CBO estimates the 4 million people would lose Medicaid, 7 million 

would lose nongroup coverage, and 4 million would lose employer coverage in 2018, a total of 15 million 

losing coverage, which is slightly higher than the coverage loss in the House-passed bill (14 million). We 

are uncertain as to why they determined that coverage for individuals in both the nongroup and group 

markets would be lower in the Senate bill than in the House bill, particularly with the additional 

stabilization funding.  

 

• 2018 Premium Spike. CBO estimates that nongroup premiums would increase by 20% in 2018 and 

10% in 2019, before beginning to fall in 2020 as the lowered benchmark (median 58% AV plan) takes 

effect and premium stabilization funding kicks in. They do not believe the significant injection of 

stabilization funding in the market will have any effect on premiums or coverage in 2018, which is 

perplexing.  

 

• Total Deficit Reduction: $321 billion over 10 Years. This is much higher than the House-passed plan, 

which saved $119 billion over ten years. 

 

• Long-Term Coverage Loss. CBO estimates that there would be 22 million more uninsured by 2026, 

down slightly from the $23 million in the House-passed bill. 

 

The most important non-obvious takeaways from the CBO estimate are: 

1. The Senate was clearly NOT working behind the scenes with CBO to fine tune the subsidies to 

match the House-passed deficit reduction. Leadership seemed surprised by the total 10-year deficit 

reduction of $321 billion (compared with the House $119 billion). Thus, they have roughly $200 

billion in funding to “give back” to the bill, which could be used to bolster the subsidies, increase 

the premium stabilization funding, fight the opioid addiction crisis, etc. 

2.  CBO seems to believe that the existing premium stabilization funding in the bill – particularly the 

short-term emergency fund discussed below – does not have a substantial impact on 2018 

premiums. Thus, the initial coverage losses in the nongroup market, -7 million covered lives, 

remain nearly as severe as in the House-passed bill (-8 million). We have tentatively scheduled a 

meeting on Thursday with CBO to discuss the timing of the premium stabilization impact, in 

conjunction with the NAIC and others. 

3. Likewise, the slower phase-out of the enhanced match for Medicaid expansion does not seem to 

affect CBO’s estimates of Medicaid coverage very much, compared with the House-passed 

bill. They appear to be treating the slower phase-out like they do the House’s grandfathering 

provision for expansion states. 

 

https://www.cbo.gov/publication/52849
https://www.budget.senate.gov/bettercare
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The table below summarizes the new CBO estimate in comparison with the House bill. 
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Additional Notes and Discussion 

 

Continuous Coverage: The June 26 version of the Senate bill would allow health plans to impose a six-

month waiting period for benefits for people with two or more months of gaps in their coverage in the 

prior year. CBO assumes this has a relatively small impact on coverage. While this may not drive up 

coverage, we think it can help to prevent significant system gaming, which can help lower premiums and 

costs.  

 

Stabilization Funding:  The draft legislation includes a short-term stabilization fund with $15 billion 

allotted in both 2018 and 2019 to help stabilize premiums and prevent coverage disruptions during this 

transitionary period. The fund then allots $10 billion for 2020 and $10 billion for 2021.  

CBO estimates that the premium stabilization would work as anticipated, but apparently the impact would 

be delayed, with a minimal impact in 2018. We are not sure as to why they think the effects would be 

delayed as much as they assume as plans still have opportunities to revise rates.  

Here is an excerpt from the CBO report describing the effects of the stabilization funding: 

Short-Term Assistance to Address Disrupted Coverage and Access. This legislation 

would provide a total of $50 billion to fund arrangements between the federal 

government and health insurers to address instances where coverage and access have 

been disrupted and to respond to urgent health care needs. CBO and JCT expect virtually 

all of these funds—$15 billion per year in 2018 and 2019 and $10 billion per year in 

2020 and 2021—to be used to reduce premiums for plans offered in the nongroup market, 

increasing enrollment in them, primarily by people not eligible for premium tax credits. 

  

CSR payments: The ACA’s cost-sharing reduction (CSR) payments to insurers, would be continued 

through the end of 2019, after which point the program is repealed.  

Long-term State Innovation Grants: Like the House bill, the BCRA would provide funding for states to 

enact programs to lower premiums and increase access to health services and coverage. Unlike the House 

bill, there are dedicated funds to reinsurance, bringing the total amount of reinsurance funding to $20 

billion dollars fir 2018 and 2019s, which CAHC modeled and distributed to individual Senators during 

our meeting.  

The funding amounts are outlined below:  

2019: $8 billion | State match: 0% | Premium stabilization minimum: $5 billion 

2020: $14 billion | State match: 0% | Premium stabilization minimum: $5 billion 

2021: $14 billion | State match: 0% | Premium stabilization minimum: $5 billion 

2022: $6 billion | State match: 7% 

2023: $6 billion | State match: 14% 

2024: $5 billion | State match: 21% 

2025: $5 billion | State match: 28% 

2026: $4 billion | State match: 35% 
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Here is an excerpt from the CBO report describing the long-term state grants: 

Long-Term State Stability and Innovation Program. This legislation would provide a 

total of $62 billion to fund grants to states for four purposes. The first, for which a 

minimum of $5 billion per year is allocated in 2019 through 2021, is to enter into 

arrangements with health insurers to reduce premiums in the nongroup market. CBO and 

JCT anticipate that about three-quarters of the total funding would be used for that 

purpose, which would increase health insurance coverage—primarily for people not 

eligible for premium tax credits. The other three purposes are the following: to help 

people purchase nongroup coverage if they have or are projected to have high health care 

costs and do not have access to health insurance offered through an employer; to provide 

payments to health care providers; and to provide assistance to reduce out-of-pocket 

costs, such as copayments, coinsurance, and deductibles, in the nongroup market. 

  

Tax Credits: CBO estimates that the combination of the new age-and income-based tax credit 

formulation and the lowering of the benchmark from the 2nd least cost silver plan to the median 

58th percentile plan would result in substantially less generous subsidies than the House-passed plan. 

Individual and Employer Mandate: The individual and employer mandates are both repealed under the 

draft bill. CBO attributes a very large portion of the initial coverage loss in 2018 to the repeal of these 

mandates. We are not clear as to why they believe more individuals will lose coverage through their 

employer than in the House bill, however.  

Changes to the Age Band Rating: Like the House bill, the draft Senate bill changes the ACA’s age band 

rating from a 3:1 ratio to a 5:1 ratio. However, this would take effect in 2019, before the BCRA’s new 

age- and income-based subsidy formula kicks in.  

 

Medicaid expansion: Boosted federal payments to states that expanded their programs to low-income 

adults would continue for three years. Starting in 2021, enhanced federal payments would then be rolled 

back over three years to traditional Medicaid funding rates. 

Traditional Medicaid: Beginning in 2020, states could choose between receiving a block grant from the 

federal government or a set payment based on the number and type of enrollees. The payments would 

slightly increase each year, but starting in 2025, the growth rate would be lower than what the House bill 

prescribes. Certain populations would be carved out from the payment caps.  

Taxes: The draft bill repeals most of the ACA’s taxes including the Health Insurance Tax, the medical 

device tax, and the prescription drug tax. The Cadillac tax is delayed until 2026. 

1332 Waivers: The draft bill uses the existing Section 1332 program as a workaround to the House bill’s 

controversial MacArthur Amendment.  Under the Senate bill, Section 1332 becomes the vehicle by which 

states can apply for a waiver of some ACA regulations, including the law’s essential health benefits 

(EHB) requirements. The draft would provide $2 billion to help states with the application process. 

“Small Business Health Plans.” The bill modifies ERISA to allow certain small business risk sharing 

pools, similar to the association health plan proposals floated by Senator Enzi in the mid-2000s. This 

proposal would allow small groups to obtain coverage through associations and thereby escape state 

regulation of benefits and premiums. 
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Health Savings Accounts (HSAs). Maximum contribution limit is set equal to the deductible and out-of-

pocket limitation. It allows both spouses to make catch-up contributions to the same account; appears to 

let HSAs be set up within 60 days of coverage starting under an HDHP and have the account treated as 

being set up on the date coverage began. 

Prevention and Public Health Fund: The draft legislation zeroes out the ACA’s $1 billion Prevention 

and Public Health fund in 2018, one year earlier than the House-passed bill.  

Opioid Abuse: The draft legislation provides $2 billion to states in 2018 to combat the opioid crisis. 

Pre-existing conditions: The draft legislation maintains the ACA’s requirement that insurers accept 

everyone and charge the same rates. The state waivers could, however, be used to change the ACA’s 

benefit requirements as long as the changes were budget neutral, meaning that some individuals with 

health needs may not have plans that cover the services or treatments they need available to them for 

purchase. 

 

 

 


