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Executive Summary

Following the June 2012 United States Supreme Court ruling on the Affordable Care Act (ACA),
states now have the option to opt out of the Medicaid expansion provision of the ACA without
compromising their current federal Medicaid funding. As a result of this ruling, The Lewin
Group is working with the New Hampshire Department of Health and Human Services to
explore the potential impacts of expanding versus not expanding its Medicaid program.

Phase I of the analysis, released in November 2012, provides estimates on Medicaid enrollment
and costs under the option of not expanding Medicaid compared to the option of expanding
Medicaid under various program design options. This report presents Phase II of the study, in
which we estimate the impact of Medicaid expansion in areas outside of Medicaid, including
other state programs, the uninsured, providers, the state economy, and the commercial health
insurance market.

Summary of Phase | Analysis

In Phase I of this study, under a no expansion option, we estimate the state would save between
$65.8 and $113.7 million between 2014 and 2020 due to effects of the ACA and depending on
options to reduce eligibility levels to 138 percent of FPL for adults beginning in 2014, compared
to pre-ACA projections. Under the expansion option, we estimate a cumulative increase in state
Medicaid spending between $38.0 and $102.3 million between 2014 and 2020, depending on
participation levels in the program, compared to projected pre-ACA spending.

The baseline assumptions that we use in Phase II of the study are outlined in Figure E-1, below.
Without Medicaid expansion, we project $65.8 million in savings to the state and $55.8 million
in cost to the federal government from 2014 to 2020. Total enrollment would increase by 175 in
2020. Under Medicaid expansion, we estimate an $85.5 million cost to the state and a $2.5 billion
cost to the federal government from 2014 to 2020. Total enrollment would increase by about
62,200 by 2020. For both scenarios, it is important to note that additional federal spending
becomes designated revenue for the state. These federal dollars will be used to cover the cost of
implementing ACA provisions in New Hampshire, and will cover the full cost of insuring the
newly eligible population through 2016 under Medicaid expansion.

Figure E-1. Summary of Phase | Baseline Scenarios, 2014-2020, in $1000s

Cost to Federal Total Change in
Scenario (2014C_33t2t0(; IS:'?E 000s Government (2014- Enrollment
! 2020) in $1,000s (2020)
No Expansion (565,779.6) $55,845.0 175
Expansion $85,488.0 $2,510,922.3 62,237

Source: Lewin Group estimates using the New Hampshire version of the Health Benefits Simulation Model.
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Impact on Other State Programs

Collectively, the total savings realized to other state programs under Medicaid expansion, such
as the current state high risk pool and the state corrections department, would equate to $67.1
million over the 2014 to 2020 period, assuming a fee-for-service (FFS) program. Under a
managed care program, a Premium Assessment tax totaling $49.4 million from 2014 to 2020
would serve as revenue to the State General Fund. These savings are summarized in Figure E-2
below. Using our baseline assumptions provided in Phase I and our estimated offsets in Phase
I, under a FFS program, the cumulative state cost of expanding Medicaid would total $18.4
million from 2014 to 2020, compared to pre-ACA projections (Figure E-3); however, costs could
be further reduced under alternative design options. If the state opts to expand Medicaid under
a managed care program, then the premium assessment tax would add an additional $49.4
million in offsets to the State General Fund, for a total offset of $116.6 million over this period.

Figure E-2. Summary of Total Offsets within Other State Programs Due to Medicaid
Expansion, in $1,000s (2014-2020)

Total Offset
State Employee Health Benefits $27,429
State High Risk Pool SO
State Corrections Department $21,782
State Funding for Cypress Center $4,725
Increased State Revenue® $13,200
Total Offsets Under FFS $67,136
Premium Assessment 2/ $49,434
Total Offset Under Managed Care $116,570

1/ See “State Economic Impact” section for detailed analysis and explanation
2/ Premium Assessment only applicable if Medicaid expansion is implemented within a managed care
program

Figure E-3. Summary of Total Cost of Expansion with Offsets, in $1,000s (2014-2020)"

Offsets to Net Cost to
Cost to Federal Cost to State State Costs State (2014-
Scenario Government (2014- (2014-2020) in . .
2020) in $1,000s $1,000s (2014-2020)in | 2020) in
’ ’ $1,000s $1,000s
No Expansion $55,845.0 ($65,779.6) $0 ($65,779.6)
Expansion $2,510,922.3 $85,488.0 $67,136.0 $18,352.0

Source: Lewin Group estimates using the New Hampshire version of the Health Benefits Simulation
Model
1/Assumes a FFS program
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Impact on the Uninsured

In considering whether or not to expand the state’s Medicaid program, it is important to
consider the impact that expanding or not expanding Medicaid may have on individuals and
families. Taking into account all other provisions of the ACA, our estimates show that if the
state expands Medicaid, the number of uninsured would be reduced by 99,100 (Figure E-4)
compared to pre-ACA uninsurance rates. Thus, the number of uninsured in New Hampshire
would be approximately 71,000 with Medicaid expansion. Absent an expansion, the number of
uninsured would be reduced by 76,800 (Figure E-4) compared to pre-ACA uninsurance rates,
bringing the number of uninsured in New Hampshire to 93,200.

Figure E-4. Reduction in Number of Uninsured under the ACA in New Hampshire in 2014

0 -

-20000 -

-40000 -

B Medicaid Expansion
-60000 -
No Medicaid Expansion

-80000 -

-76800

-100000

-99100

-120000

1/ Assumes all provisions of the ACA are fully implemented in 2014.
Source: Lewin Group estimates using the Health Benefits Simulation Model (HBSM)

Additionally, we estimate that under Medicaid expansion, approximately 58,000 individuals
will enroll in Medicaid. In absence of Medicaid expansion, under the ACA, we estimate that 38
percent of these individuals would remain uninsured, 20 percent would go into the Health
Benefits Exchange (HBE), 35 percent would remain under private coverage, and seven percent
(who were previously eligible but unenrolled) would have enrolled in Medicaid due to the
individual mandate(Figure E-5).

Figure E-5. Insurance Status of the 58,000 Individuals Who Would Enroll under Medicaid Expansion,
in the Absence of Expansion (2014-2020)

Woodwork
Effect (7%) >
3,600
Remain
Crowd-Out Uninsured (38%)
Effect (35%) 22,300
20,500 '
HBE (20%)
11,620
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Under Medicaid expansion, the reduction in number of uninsured will vary by geographic area.
Hillsborough and Rockingham Counties will see the largest absolute reductions in the
uninsured under Medicaid expansion.

Additionally, without expansion, those remaining uninsured will continue to strain the finances
of other public health programs and safety net providers for their care, while likely forgoing or
reducing necessary care and risking a drain on personal finances. With Medicaid expansion, the
average out-of-pocket spending per uninsured person would decline by $372 to a total of $841,
compared to a decline of $219 for a total of $993 under the ACA without Medicaid expansion.
This out-of-pocket spending will vary based on family income, as shown in Figure E-6, below.

Figure E-6. Out-of-Pocket Health Spending for Uninsured in New Hampshire in 2014 ¥

$1,600 -

$1,400 '* ' $1 293

51,248 $1,212
$1,200 - $1074 $1,123 41991
,017
$1,000 N 5857 5896 933
S800 - M Pre-ACA
628 5621 . - .
$600 - B Without Medicaid Expansion
With Medicaid Expansion
$400 -
$200 -
$0 -

Below 138-199% 200-299% 300-399% 400% FPL Total
138% FPL  FPL FPL FPL and
above

1/ Assumes all provisions of the ACA are fully implemented in 2014.
Source: Lewin Group estimates using the Health Benefits Simulation Model (HBSM)

Impact on Providers

Expanding or not expanding Medicaid will have a measurable impact on a number of provider
groups. Much of this will be reflective of reductions in uncompensated care as a result of more
people having health coverage.

We estimate that by 2020, Medicaid hospital and Institute for Mental Disease DSH payments
will total $101.9 million, $50.9 million of which will be federal funds. We estimate that New
Hampshire’s federal DSH allotment will drop to $92.0 million in 2020. However, this will still be
more than what is needed to match the uncompensated care pool (UCP). Thus, we estimate that
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the ACA Medicaid DSH cuts will not affect the Medicaid DSH payments to New Hampshire
hospitals assuming that the current payment methodology continues through 20201.

Using the Lewin Group Health Benefits Simulation Model for the state of New Hampshire and
data provided by the New Hampshire Hospital Association (NHHA), we estimate
uncompensated care (bad debt, charity care, and undercompensated care due to below-cost
Medicare and Medicaid payments) for New Hampshire health systems, which include the
hospital as well as other entities owned by the system, such as physician groups, skilled nursing
facilities, freestanding surgical centers and home health agencies. Here, health systems in the
state could see uncompensated care reduced by about $340 million (4 percent) under the ACA
with or without the Medicaid expansion (Figure E-7). This is due to the take-up of commercial
coverage anticipated in reaction of the individual mandate.

Figure E-7. Total Uncompensated Care for New Hampshire Health System Under the ACA With and
Without the Medicaid Expansion, in Millions (2014-2020)

$10,000 -
$9,000 - $8,684 $8,358 $8,344
$8,000 -

$7,000 -
$6,000 - 24,552
) $5,099 S5,099

$5,000 -
$4,000 -
$3,000 -
$2,000 -
$1,000 -

$0 -

Pre-ACA ACA No Expansion ACA With Expansion

B Bad Debt and Charity Care B Medicaid Shortfalls Medicare Shortfalls

Source: Lewin Group analysis using the New Hampshire version of the Health Benefits Simulation Model
(HBSM).

As shown in Figure E-8, we estimate that health systems would see an increase in net income of
about $113.1 million under the Medicaid expansion assuming full implementation in 2014,
which would represent a 28 percent increase from their current net income. However, due to
more people being enrolled in private insurance in the absence of the expansion, we estimate

1 Current methodology assumes continuation of the Medicaid Enhancement Tax (MET) assessed on net patient
service revenue. Thirteen percent of the anticipated MET revenue is placed in the Uncompensated Care Fund
(UCF), for which federal matching funds are drawn down up to the state’s allotment. Payments from the UCF are
distributed to New Hampshire hospitals, with priority given to Critical Access Hospitals.

The _/"‘—--—_--‘hﬁ - 5
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that health system net income would increase by $158.2 million. Under no Medicaid expansion,
although health systems would see more of an improvement in their bottom line net income,
they would provide a greater volume of uncompensated care than if Medicaid is expanded.
This is under the assumption that current DSH distribution stays as-is.

Figure E-8. Impact on New Hampshire Health System Revenues Under the ACA With and Without
the Medicaid Expansion

T T
1 1
. ' Costsfor ' Changein
Change in Health System Revenues ! ! &

i Increase | NetlIncome

I g . 1
' Utilization $158.2
i |
$130.5 I |
$120.9 X |
$107.3 | Ios113.1
1 1
$100.1 ! $92.3 !
| |
! $69.0 !
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
$0.0 $6.2 %62 ! !
T T T _ I' Il 1
| |
1 1
1 1
1 1
1 1
-$38.6 I |
1 1
Reduced Increased Utilization Crowd-out Medicaid Shift to |Increased Utilizatior} Impact
Uncompensated Private Coverage
Care
B With Medicaid Expansion Without Medicaid Expansion

1/ Assumes that all provisions of the ACA are fully phased in, but illustrations in 2011 dollars.
Source: Lewin Group analysis using the New Hampshire version of the Health Benefits Simulation Model
(HBSM).

Additionally, because we find that the ACA reductions in federal Medicaid DSH allotments will
not affect DSH payments in New Hampshire over the next several years, additional state funds
will not be needed to cover costs for the New Hampshire Hospital (NHH) — the primary
Institute for Mental Disease (IMD) in the state.

In considering impact on federally qualified health centers (FQHCs), dramatic reductions in
uncompensated care would occur with expansion ($9 million reduction) and without expansion
($6 million reduction), in 2011 dollars. From 2014 to 2020, cumulative FQHC shortfalls for
uninsured recipients would drop from a baseline of $104.6 million to $26.4 million under the
ACA with Medicaid expansion compared to $50.8 million without expansion. Across all payer
categories, from 2014 to 2020, cumulative FQHC shortfall would drop from a pre-ACA
projected baseline of $195.5 million to $153.9 million under Medicaid expansion, while the
shortfall would drop by a lesser amount (to $174.8 million) under no expansion (Figure E-9).
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Figure E-9. Cumulative Shortfall for FQHCs Across All Payer Categories 2014-2020 ($1,000s)

No Medicaid

Baseline Medicaid Expansion Expansion
SO
($50,000)
($100,000)
($150,000)

153,859
($200,000) (» ) ($174,761)
($195,454)

($250,000)

Source: Lewin Group estimates using the Health Benefits Simulation Model (HBSM) and UDS data.

In considering the impact on the state’s ten Community Mental Health Centers (CMHCs), we
estimate that CMHCs would see a $162.8 million reduction in uncompensated care during the
2014 to 2020 period (Figure E-10). Without an expansion, a smaller reduction ($106.7 million)

will occur, largely due to effects of other provisions of the ACA.

Figure E-10. Cumulative Uncompensated Care for CMHCs 2014-2020 ($1,000s)

$250,000
$206,114
$200,000 -
$150,000 - M Baseline (Pre-ACA)
$99,433 B No Medicaid Expansion
$100,000 - Medicaid Expansion
$50,000 - $43,340
SO L 1

Source: Lewin Group estimates using the Health Benefits Simulation Model (HBSM).

Economic Impact

Both the expansion and no expansion scenarios under the ACA will result in increased revenue
for providers in the hospital, physician/clinic, and pharmacy sectors. For hospitals, providers
will gain lesser revenue under expansion, while physician, clinic, and pharmacy providers will
see greater gains under Medicaid expansion. In total, providers will experience an estimated
$3.5 billion gain in revenue under expansion and a $3.3 billion gain in revenue under no
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expansion from 2014 to 2020, compared to pre-ACA projections; here, compared to the
expansion option, providers would lose $158.3 million in revenue from 2014 to 2020 without
expansion.

The decision to expand or not expand Medicaid will also affect household spending in New
Hampshire. As shown in Figure E-11, under Medicaid expansion, households will spend less on
premiums, but under no expansion, there will be higher subsidies as more individuals obtain
coverage through the Health Benefits Exchange (HBE). Also, because private coverage will
require higher cost-sharing than Medicaid, without expansion, households will spend more on
direct payments to providers. In total, under Medicaid expansion, we estimate that New
Hampshire households will save a total of $92.1 million, or about $145 per year, on average.

Figure E-11. Impact of Medicaid Expansion on Household Health Spending, compared to no
Expansion (in millions)

$150.00

$105.00
$100.00

$50.00

$2.80

$0.00 - . . T T 1
L]

($50.00) - (528.00)

($100.00) - (592.10)

($150.00)

($166.30)

($200.00)

Change in Premium Direct Payments Penalties Net Impact
Premiums Subsidies

Using these inputs, we estimate changes in total employment, gross state product (GSP),
personal income, and state revenue under expansion and no expansion, compared to a pre-
ACA projected baseline.

Over the 2014 to 2020 analysis period, New Hampshire gains an average of 5,100 jobs under
Medicaid expansion compared to a 4,400 gain under no expansion; this translates to about 700
more jobs across all sectors under expansion, compared to no expansion.

Over the same 2014 to 2020 period, we estimate that under Medicaid expansion, the state will
see a $2.8 billion increase in GSP, compared to a $2.5 billion increase under no expansion (Figure
E-12). Personal income will also increase under both scenarios —an increase of $2.3 billion under
expansion and an increase of $2.1 billion under no expansion, from 2014 to 2020. In 2014, gains
in personal income translate to about $102 per capita under expansion and $91 per capita under

R
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no expansion. Additionally, the state will gain new tax revenues under both scenarios, spurred
by economic growth, but will see a greater increase under expansion compared to no expansion
($127 million and $114 million, respectively); this translates into an offset of $13.2 million if the
state elects to expand Medicaid.

Figure E-12. Cumulative Change in GSP, Personal Income, and State Revenue from baseline, 2014-
2020, in millions

Change in GSP Per.f:::lglt:ll:me Chagf\?ei:usetate
Expansion $2,839.05 $2,346.30 $127.32
No Expansion $2,450.78 $2,069.38 $114.13
Difference $388.27 $276.92 $13.20

Impact on Commercial Market

Providers must find financial support to cover costs when payment received for services falls
short. This phenomenon is often referred to as “cost-shifting,” and represents an attempt by
providers to offset a portion of unpaid costs of care from one patient population through above-
cost charges and revenues from other patient populations. In response to higher charges by
providers, insurers may, theoretically, shift a portion of the additional cost burden onto
members, which is then reflected through increased premiums. Under either Medicaid
expansion or no expansion, we estimate that reduced costs of uncompensated care and
undercompensated care to be an insignificant portion of annual total premiums paid by private
individual market and employer market insurance holders. Under the assumption that 50
percent of this reduced uncompensated and undercompensated care would have been cost-
shifted to private insurance members in the form of an insurance premium increase, we
estimate an approximate 0.37 percent decrease to private market premiums under Medicaid
expansion. In the absence of expansion, we estimate the effect will even milder, a potential 0.34
percent decrease in private market premiums.

Source of coverage in the commercial market will also be affected by Medicaid expansion, as
members shift from small group, large group, and individual coverage to other sources of
coverage. Here, small group and large group coverage will see minimal reductions in
enrollments under Medicaid expansion. The individual market will see significant growth in
enrollment under Medicaid expansion, and even larger growth under no expansion, as fewer
people who currently have individual coverage will leave for Medicaid and more uninsured
will seek individual coverage since subsidies will be available for those between 100 and 138
percent of FPL.

"L EwINGROUP 9
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Figure E-13. Commercial Market Enrollment in 2014 under ACA
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124,936
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Source: Lewin Group estimates using the Health Benefits Simulation Model (HBSM).

In the small and large group markets, average allowed costs will be reduced by small amounts
under both Medicaid expansion and no expansion. In the individual market, however, average
allowed costs would increase significantly under ACA, from $339 in the current individual
market, to $464 under Medicaid expansion and $471 under no expansion (Figure E-13).

In sum, expanding or not expanding Medicaid will have impacts beyond the state’s Medicaid
program itself. A decision to expand Medicaid will offset costs to other state programs, thus

reducing the total state cost of implementing Medicaid expansion. The ACA and Medicaid
expansion will also have measurable positive impacts on the state economy at large.

Additionally, the impact on the uninsured, on providers, and on the commercial market should
also be realized, as the decision to expand Medicaid affects these stakeholders and subgroups in
very different ways.
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. Introduction

In March 2010, the United States Congress passed the Patient Protection and Affordable Care
Act (ACA), a sweeping piece of legislation designed to overhaul the country’s health care
system and extend health insurance to millions of uninsured Americans. The law includes
several approaches to accomplish this goal, including the establishment of Health Benefit
Exchanges (HBEs), insurance market reforms, an individual mandate to obtain coverage,
subsidized health insurance, and a mandate for large employers to offer health insurance. One
of the key provisions of the Act was a mandatory expansion of Medicaid in all 50 states and the
District of Columbia.

As originally written, each state was required to expand its Medicaid program to cover all
adults under age 65 whose household incomes are less than or equal to 138 percent of the
federal poverty level (FPL) or face losing all federal funding for their Medicaid programs. For
these newly eligible individuals, the federal government would cover 100 percent of the health
care costs between 2014 and 2016. This percentage would gradually decrease from 100 percent
to 90 percent between 2017 and 2020.

However, in June 2012, the U.S. Supreme Court ruled that the federal government could not
require individual states to expand their Medicaid programs for adults and declared this part of
the ACA unconstitutional. States will now have the option to opt out of the Medicaid expansion
provision of the Act without compromising their current federal Medicaid funding.

The New Hampshire Department of Health and Human Services contracted with The Lewin
Group to explore the financial impacts of Medicaid expansion in the state of New Hampshire.
In November, Lewin completed a Phase I report detailing the impact of expanding versus not
expanding Medicaid on New Hampshire’s Medicaid program and provided estimates on
Medicaid enrollment and costs under various program design options.

This report, representing Phase II of The Lewin Group’s analysis of Medicaid expansion in New
Hampshire, will discuss the secondary effects on other state health programs, health care
providers, commercial premiums, and the overall state economy. In particular, we will examine
the following;:

e Impact on State Health Programs: We will explore the ways in which Medicaid
expansion will affect state employee health coverage, the state’s high risk pool, the state
corrections department, and indigent care funding for behavioral health. Offsets in these
areas may reduce the total cost of expansion to the state.

e Impact on the Uninsured: We will explore changes in the numbers of uninsured
individuals, including changes at the county-level, shifts in family health spending for
the uninsured, and the potential impact on individual bankruptcies.

e Impact on Providers: We will look at the impact of the ACA on Disproportionate Share
Hospital (DSH) payment reductions and the effects of expansion on hospitals and health
systems, community health centers, community mental health centers, and institutions
for mental disease.
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Economic Impact: We will discuss the broader economic impact of choosing to expand
versus not expand Medicaid in the state, including the impact on jobs, gross state
product (GSP), personal income, and tax revenue.

Impact on Commercial Market: Lastly, we will explore the impact on commercial
insurance markets in the state and the potential impact of cost shifting to private
insurance.

thodology used to produce these impact estimates is described in detail within the final
of the report.

"L EwINGROUP 12

551398



[I. Summary of Phase | Analysis

Phase I of this analysis offers details on the aspects of the ACA that will require changes to the
state’s current program, regardless of the decision to expand or not expand Medicaid, including
reforms to the individual insurance markets by eliminating pre-existing condition exclusions,
guarantees of coverage and renewability of coverage, the establishment of HBEs, an individual
mandate, subsidized health insurance for people between 100 and 400 percent of FPL, and a
mandate for large employers to offer health insurance. The ACA also provides states with a 23
percentage point increase to the enhanced Federal Medical Assistance Percentage (FMAP) rate
for CHIP beginning in federal fiscal year 2016. We estimated the state would save $61.0 million
between 2016 and 2019, assuming that the state would have continued the CHIP program in the
absence of the ACA. These savings are incorporated into both expansion and no expansion cost
estimates.

Figure 1 provides a summary of the state and federal costs of 11 program design options.
Under each scenario, the costs to the federal government largely translate to designated
revenues for the state. Under a no expansion option, we estimate the state would save between
$65.8 and $113.7 million between 2014 and 2020 due to the other effects of the ACA and
depending on options to reduce eligibility levels to 138 percent of FPL for adults beginning in
2014. This is compared to projected spending in the absence of the ACA. Under no expansion,
we estimate a baseline option, as well as an option to move those currently eligible above 138
percent of FPL in certain eligibility categories (Medicaid for Employed Adults with Disabilities
and poverty-level pregnant women) to the HBE, where they will be eligible for subsidized
private insurance coverage. Total enrollment under the latter option would decrease by 913
individuals by 2020, compared to pre-ACA enrollment projections.

Figure 1. Summary of the State and Federal Cost of Various Options for Expanding Medicaid in New
Hampshire, Compared to No ACA (2014-2020)

Cost to Federal Total Change in
Scenario (2014C-¢;;t2t0c; IS:astf 000s Government (2014- Enrollment
! 2020) in $1,000s (2020)
No Expansion:
1. Baseline (565,779.6) $55,845.0 175
2. Moving Current Eligibles Above 138
A i (51136914 71501 (913
Categories)
Expansion:
1. Baseline $85,488.0 $2,510,922.3 62,237
2. Low-Range Participation Assumption $38,009.2 $1,952,472.0 47,565
3 :'\;i:::g:iii Participation $102,333.2 $2,709,057.8 67,443
4. Managed Care Rates $69,470.2 $2,501,073.5 62,237
5. Delay Implementation by One Year $79,384.2 $2,158,931.0 62,237
6. Delay Implementation by Two Years $71,165.5 $1,797,367.2 62,237
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Cost to Federal Total Change in
Cost to State

Scenario . Government (2014- Enrollment
2014-202 1
(2014-2020) in $1,0005 2020) in $1,000s (2020)
7. Move Current Eligibles Above 138 of
L BE (MEAD
Percent FPL to HBE (MEAD and $37,576.1 $2,462,231.5 61,149

Pregnant Women Eligibility
Categories)

8. Option 7 plus Transition Enrollees
out of Breast and Cervical Cancer $24,021.2 $2,475,786.4 61,149
Program Eligibility Category

9. Option 8 plus Transition of Pregnant
Women Below 138 Percent of FPL (526,181.6) $2,525,989.2 61,149
into “Newly Eligible” Category

Source: Lewin Group estimates using the New Hampshire version of the Health Benefits Simulation
Model.

Under the expansion option, we estimate a cumulative increase in state Medicaid spending
between $38.0 and $102.3 million between 2014 and 2020, depending on participation levels in
the program, compared to projected pre-ACA spending. This assumes Medicaid is expanded to
all adults below 138 percent of FPL beginning January 2014. The expansion would also result in
additional federal funding between $1.8 billion and $2.7 billion over this period.

The report discusses baseline, low-range, and high-range participation assumptions. The
baseline “midpoint” assumption is estimated to cost the state approximately $85.5 million and
result in an increase in enrollment of 62,237 by 2020. New Hampshire also has the option of
implementing the expansion under a managed care arrangement, which would cost about $69.5
million with the same increase in enrollment--$16 million less than the baseline participation
expansion option.

If the state decides to expand its Medicaid program, it can choose to delay implementation by
one or two years and still be eligible for the enhanced federal match. However, 100 percent
federal match rates will only be available between 2014 and 2016, and thus, the state would
forgo significant federal revenue during this period of delay. By delaying implementation for
one year (starting in 2015), the state would spend about $79.4 million, a savings of
approximately $6.1 million compared to a January 2014 start date. Delaying implementation for
two years (starting in 2016) would save the state about $14.3 million compared to a January
2014 start date.

Finally, the Phase I report explored various options for limiting eligibility for current groups of
adults who are above 138 percent of FPL, as these individuals will be eligible to receive
subsidized coverage in the HBE. Potential categories include the Medicaid for Employed Adults
with Disabilities (MEAD) program and poverty-level pregnant women. The state can also
transition enrollees out of the Breast and Cervical Cancer Program, allowing these individuals
to be covered under the newly eligible group at enhanced federal matching rates. Under these
options, the cost to the state ranges from a savings of $26.2 million to an additional cost of $37.6
million, compared to pre-ACA projections.
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[ll. Phase Il Analysis and Results

In our Phase II analyses, we estimate the impact of expanding or not expanding Medicaid
across five different areas: other state programs, the uninsured, providers, the state economy,
and the commercial market. The results of our analyses are presented below.

A. Impact on Other State Programs

Currently, New Hampshire provides services and/or coverage to many low-income individuals
who do not qualify for Medicaid under current eligibility criteria. Most of these individuals will
be enrolled in the Medicaid expansion and the cost for these services will be paid by Medicaid,
which are counted in Phase I. Thus, other state agencies will no longer need to pay for this care,
which will result in a savings to the state and is counted as an offset to the state’s cost of the
Medicaid expansion.

Programs and areas where the state could see savings include state employee coverage, the
state high-risk pool, the state Department of Corrections, and the Cypress Center. Under a
managed care arrangement, a premium assessment tax would provide revenue to the State
General Fund, which would serve as an offset to the state cost of expansion.

Furthermore, as individuals come forward to take advantage of new coverage opportunities
created by the Affordable Care Act, some may learn in the process that they qualify for other
public programs, such as the Supplemental Nutrition Assistance Program (SNAP, formerly
known as Food Stamps) or child care assistance.2 Although enrollment in such programs is not
automatic, these programs may experience a boost in enrollment following implementation of a
potential expansion as individuals elect to enroll themselves or family members. The fiscal
effect of this dynamic, often referred to as the “woodwork effect” or “welcome mat effect,” will
depend on the funding resources the programs draw upon and whether any additional state
funding is required.

1. State Employee Coverage

Our analysis estimates that about 14,600 public and private sector employees and their
dependents would become covered under the Medicaid expansion, who would have otherwise
been covered by their employers in the absence of the expansion. This includes about 200 state
employees who would have been covered under the state’s employee health benefits plan. As
these employees and their dependents become covered under Medicaid expansion, the state
would no longer pay its share of the premium for these workers. As a result, we estimate a
savings to the state of $27.4 million between 2014 and 2020 (Figure 2).

2 SNAP eligibility is dependent on general and financial requirements based on household income, household
resources, and household expenses. SNAP is a predominantly federally-funded program. The state is only
responsible for administrative expenses. Child care assistance (NH Child Care Scholarship) may be available to
parents who are working, looking for work, or enrolled in a training program. Gross family income is used to
determine eligibility, and may not exceed 250 percent of federal poverty guidelines for qualifying parents.
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2. State High-Risk Pool

The New Hampshire Health Plan (NHHP) is a high-risk pool that provides health insurance
coverage to about 2,800 residents who otherwise may have trouble obtaining insurance. In 2011,
the average annual cost per member was $9,800 and was funded through premiums paid by
enrollees and assessments on health plans. In 2014, it is anticipated that NHHP members will be
enrolled in private health plans in the HBE or in Medicaid expansion, depending on the
member’s family income. If Medicaid is not expanded, we assume that NHHP members with
income below 100 percent of FPL would be enrolled in private health plans in the HBE at a
community rated premium but without the aid of federal premium subsidies. This is assuming
that this group of individuals will continue to need health insurance coverage, and are willing
to acquire coverage at a relatively high cost with respect to income, as they had been prior to
2014. When enrolled in the HBE, however, these individuals will likely enjoy savings if the
HBE community rated premiums are lower than in the NHHP. Since all NHHP members will
be moved to another source of coverage with or without the Medicaid expansion, we estimate
that savings will not be solely attributable to the expansion. .

3. State Corrections Department

In 1997, a federal rule was adopted that permits Medicaid to cover health care costs for inmates
admitted to an inpatient facility overnight, assuming that inmate is otherwise eligible for
Medicaid. However, few states have taken full advantage of this rule because most inmates,
including those in New Hampshire, do not qualify for Medicaid under current eligibility
criteria. Thus, these costs are currently endured by the state.

However, in 2014, if New Hampshire elects to expand Medicaid, inmates who leave the prison
for over 24 hours and are admitted for inpatient services will become eligible for Medicaid
under the new eligibility criteria and Medicaid will cover services for the duration of the
inpatient stay. This applies to all inmates “admitted as an inpatient in a hospital, nursing
facility, juvenile psychiatric facility or intermediate care facility that is not part of the state or
local correctional system.”3 Additionally, as “newly eligibles,” the federal government will pay
for 100 percent of incurred inpatient costs through 2016, which would gradually decrease until
leveling off at 90 percent in 2020 and all years to follow. This will result in significant savings to
the state corrections department.

Using FY 2011 prison inmate medical expenditure data provided by the New Hampshire
Department of Corrections, we estimate the state corrections department would save $21.8
million over the 2014 to 2020 period as a result of Medicaid now covering these inpatient costs

(Figure 2).

Also under expansion, as offenders transition out of the prison setting and into the community,
former inmates would no longer struggle to gain access to coverage, as most would qualify for
Medicaid immediately upon release as a “newly eligible.” They then can avoid gaps in

3 NACO (2012 March). County Jails and the Affordable Care Act: Enrolling Eligible Individuals in Health Coverage.
Retrieved from http:/ /www.naco.org/programs/csd/Documents/Health %20Reform % 20Implementation/
County-]Jails-HealthCare_WebVersion.pdf
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coverage and care that are commonplace today upon release from incarceration, which can
negatively impact successful transition into the community. Under the ACA, mental health and
substance use disorder services, including behavioral health treatment, is considered an
“essential health benefit,” meaning this must be covered under all health plans, including
Medicaid for the expansion group. Given that the prison population faces a disproportionate
burden of mental illness and substance abuse, access to these health care services may increase
use of services and ultimately prevent individuals from future imprisonment. Here, research
suggests that as a result of increased access to mental health and substance abuse services, New
Hampshire may experience measurable reductions in recidivism as a result of Medicaid
expansion and thus, reductions in costs associated with maintaining those prisoners. It is also
likely that Medicaid expansion will result in savings from individuals who avert imprisonment
all together.

4. State Spending for Behavioral Health

The New Hampshire Bureau of Behavioral Health cited that an annual sum of $675,000 is
contributed by the state towards providing indigent care for patients at the Cypress Center, a
short-term crisis stabilization facility run by The Mental Health Center of Greater Manchester.
These funds are contributed towards providing uncompensated ad hoc and medical services for
patients at the facility, and may potentially be eliminated if covered under provisions of the
ACA. Assuming that the state will no longer need to contribute this annual allotment between
2014 and 2020, it will save an additional $4.7 million, as shown in Figure 2.

5. Additional Offsets

A two percent premium assessment will be levied on all participating health plans contracted
under the state’s Medicaid managed care program, if the state chooses to implement Medicaid
expansion under a managed care arrangement (Care Management). The premium assessment
will be an assessed fee of two percent on premiums borne by the federal government and the
state. All revenue from this tax would be paid to the State General Fund, and thus, would serve
as an additional offset to the state under Medicaid expansion. Figure 2 summarizes the total
additional revenues from the two percent premium assessment under Medicaid expansion,
assuming a managed care arrangement, compared to no expansion. From 2014 to 2020, these
revenues would equate to a total of $49.4 million.

Additionally, a premium assessment may also be applied to participating health plans in the
Health Benefit Exchange. This would be an assessed fee on all commercial premiums and
would become a source of incoming revenue for the state Insurance Department regardless of
whether the state decides to expand. However, these are not estimated for this report.

6. Total Offsets to State

Collectively, the total savings realized for other state programs under Medicaid expansion
would equate to $67.1 million over the 2014 to 2020 period, assuming a fee-for-service program.
Under a managed care program, offsets under Medicaid expansion would total $116.6 million
when premium assessment tax revenue is included. These savings are summarized in Figure 2
below.
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Figure 2. Summary of Total Offsets Within Other State Programs Due to Medicaid
Expansion, in $1,000s (2014-2020)

2014 2015 2016 2017 2018 2019 2020 2014-2020

State Employee Health | o, o, $3,188 | $3,840 | $4,070 | $4314 | $4573 | 44,847 $27,429

Benefits

State High Risk Pool S0 S0 S0 S0 $0 S0 $0 $0
State Corrections

Department $2,714 $2,877 $3,050 $3,072 $3,222 $3,379 $3,467 $21,782

State Funding for

Cypress Center $675 $675 $675 $675 $675 $675 $675 $4,725

Increased Tax

$670 $1,540 $1,940 $2,180 $2,250 $2,280 $2,340 $13,200
Revenue

Total Offsets Under

FES $6,656 $8,280 $9,505 $9,997 | $10,461 | $10,907 | $11,329 $67,136

Premium Assessment
Yy $5,404 $6,103 $7,139 $7,359 $7,582 $7,808 $8,037 $49,434

Total Offsets Under
Managed Care $12,060 $14,383 | $16,644 $17,356 | $18,043 $18,715 | $19,366 $116,570

1/ Premium Assessment only applicable if Medicaid expansion is implemented within a managed care
program.

The combined results of the Phase I and Phase II analyses show that the net savings to the state
without Medicaid expansion will range from a $65.8 million to $113.7 million, depending on the
design option. Under expansion, inclusive of Phase II offsets, the state may see savings of up to
$93.3 million or may contribute up to $35.4 million towards the cost of expansion, depending on
the design option it selects (Figure 3).

Figure 3. Summary of Total Offsets Within Other State Programs Due to Medicaid
Expansion, in $1,000s (2014-2020)

Cost to Federal Cost to State Offsets to Net Cost to
. . State Costs State (2014-
Scenario Government (2014- (2014-2020) in (2014-2020) in 2020) in
2020) in $1,000s $1,000s

$1,000s $1,000s

No Expansion:
Baseline $55,845.0 (565,779.6) S0 (565,779.6)

2. Moving Current Eligibles Above
138 of Percent FPL to HBE

(MEAD and Pregnant Women $7,154.1 ($113,691.4) $0 ($113,691.4)
Eligibility Categories)
Expansion:

Baseline $2,510,922.3 $85,488.0 $67,136.0 $18,352.0
2. Low-Range Participation $1,952,472.0 $38,009.2 $67,136.0 ($29,126.8)

Assumption
3. High-Range Participation $2,709,057.8 $102,333.2 $67,136.0 $35,197.2
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Cost to Federal Cost to State Offsets to Net Cost to
. . State Costs State (2014-
Scenario Government (2014- (2014-2020) in . .
2020) in $1,000s $1,000s (2014-2020)in | 2020) in
' ' $1,000s / $1,000s
Assumption
Managed Care Rates $2,501,073.5 $69,470.2 $116,570.0" ($47,100)
. D i
> Y:;?y Implementation by One $2,158,931.0 $79,384.2 $44,028.0 $35,356.2
. D i
6 Y:ﬁ‘s’ Implementation by Two $1,797,367.2 $71,165.5 $37,925.0 $33,240.5
7. Move Current Eligibles Above
138 of Percent FPL to HBE
(MEAD and Pregnant Women $2,462,231.5 $37,576.1 $67,136.0 ($29,559.9)
Eligibility Categories)
8. Option 7 plus Transition
Enroll fB
nrollees out of Breast and $2,475,786.4 $24,021.2 $67,136.0 ($43,114.8)
Cervical Cancer Program
Eligibility Category
9. Option 8 plus Transition of
Pregnant Women Below 138
percent of FPL into “Newly $2,525,989.2 ($26,181.6) $67,136.0 ($93,317.6)
Eligible” Category

1/ Equal offsets are applied across all design options, except for the Delayed Implementation options.
However, offsets may vary slightly by scenario.

Source: Lewin Group estimates using the Health Benefits Simulation Model (HBSM)
B. Impact on the Uninsured

In considering whether or not to expand the state’s Medicaid program, it is important to
consider the impact that expanding or not expanding Medicaid may have on individuals and
families. It will affect the number of individuals and families who remain uninsured, which will
vary by geographic region. It will also affect individual and family spending on health care,
particularly for those families who would be covered under the expansion option. Potential
impact on individual bankruptcy is also a worthwhile consideration, though we find the impact
under expansion to be limited.

1. Change in Number of Uninsured

The coverage provisions in the ACA will dramatically change health insurance coverage in
New Hampshire when it is fully implemented in 2014. These provisions include reforming the
individual insurance markets by eliminating pre-existing condition exclusions, guaranteeing
coverage and renewability of coverage, establishing Health Benefit Exchanges, an individual

4 Includes premium assessment tax revenues, paid to the State General Fund($49.4 million)

"I EwiNGROUP” 19

551398



coverage mandate, subsidizing health insurance for individuals between 100 and 400 percent of
FPL, and a mandate for large employers to offer health insurance.

We estimate that there will be about 170,000 uninsured in New Hampshire in 2014 in the
absence of the ACA. Taking into account all other provisions of the ACA, our estimates show
that if the state expands Medicaid, the number of uninsured would be reduced by 99,100 (Figure
4) compared to pre-ACA uninsurance rates. Thus, the number of uninsured in New Hampshire
would be approximately 71,000 with Medicaid expansion (Figure 5). However, if the state
decides not to expand Medicaid, then the ACA will have a lesser impact on the number of
uninsured. Many of the lowest income adults (below 100 percent of FPL) will not have access to
subsidized coverage because premium subsidies through the HBE are only available for
individuals between 100 and 400 percent of FPL. Thus, the Medicaid expansion would cover an
additional 22,300 people in New Hampshire who are below poverty, who would otherwise be
uninsured without Medicaid expansion.

Figure 4. Change in Coverage Under the ACA in New Hampshire in 2014 Y

71,200
58,100

51,700

-99,100

Employer Non-Group Medicaid/CHIP  Uni

Employer Non-Group dicaid/CHIP  Unii ed

With Medicaid Expansion to 138% FPL Without Medicaid Expansion

1/ Assumes all provisions of the ACA are fully implemented in 2014.
Source: Lewin Group estimates using the Health Benefits Simulation Model (HBSM)

5 Under the ACA, states have the option of establishing a fully state-based exchange, a state-federal partnership
exchange, or default into a federally-facilitated exchange. In June, 2012, New Hampshire passed HB 1297, which
prohibits the state from establishing a state-based exchange. Given this, the federal government will run the
exchange in New Hampshire.
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Figure 5. Number of Uninsured under ACA%
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