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The Texas Department of Insurance (TDI) recently adopted amendments to 28 TAC
§3.505, concerning required rate filings. The amendments update the cost-sharing
reduction (CSR) adjustment factor and clarifies the actuarial value (AV) factors that plan
issuers use in setting premium rates for plans sold to individuals and small groups. The
adoption order can be viewed here.

Key Takeaways:

e Replaces the old factor of 1.35 with a new factor of 1.40. This new factor is
based on the same methodology that TDI has historically used, but it now reflects
the changes in enrollment currently seen across the Silver-level-plan variations.

e Amends rule text to require the AV used in pricing to be consistent with the level of
coverage provided by the plan, subject to the permitted de minimis variation.

Amendments to Proposed Language:

As proposed, the rules would have required use of the federal AV calculator to
develop rates. After a significant amount of advocacy from TAHP and member plans, the
adopted rules clarify that issuers are not required to use the federal AV calculator in
developing their rates, but they are required to use pricing AVs that are within the
federally permitted values for each level of coverage. This change allows companies to
continue using their own pricing tools and addresses concerns about the federal AV
calculator’s accuracy, while still maintaining limits on how much the pricing AV can vary.

Additional Information:

TDI additionally clarified that they do not intend to codify any ranges, and that they will
be using whatever the federal standard is at the time of filing. They also shared that
department actuaries will object to the rates outside of the range as noncompliant.
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