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About KNG Health Consulting, LLC
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proposals to reduce health insurance premiums to facilitating learning systems for providers on
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effectiveness, and value of medical interventions usingrmgsmall data, applying careful research

designs, and translating findings into actionable results.

KNG Health is a small, womand minorityowned business located in the Washington, DC metropolitan
area.
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Acronym
ACA
ACS
AV
CMS
CPM
CPS
ED
ERISA
ESI
FPL
HB
HCCI
HPSA
HSA
HSD
HSP
IHS
IMPLAN
KNGHRM
LFC
MA
MEPS
MEPSC
NM
OOP
RX
SB
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Meaning
Affordable Care Act
American Community Survey
Actuarial Value
Centers for Medicare & Medicaid Services
Consumer Price Index for Medical Care
Current Population Survey
Emergency Department
Employee Retirement Incongecurity Act
EmployefrSponsored Insurance
Federal Poverty Level
House Bill
Health Care Cost Institute
Health Professional Shortage Area
Health Security Act
Human Services Department
Health Security Plan
IndianHealth Service
Impact Analysis for Planning
KNGHealth Reform Model
Legislative Finance Committee
Medicare Advantage
Medical Expenditure Panel Survey
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Medical Expenditure Panel Survégsurer/Employer Component

New Mexico
Out-of-pocket
Prescription Drugs
Senate Bill



Glossary Terms

9(

CAa

Administrative Costs

Affordable Care Act

Beneficiary

Consumer Price Index for
Medical Care

CostSharing

Disease Prevention
Microsimulation Model

Employee Retirement
IncomeSecurity Act

EmployetSponsored
Insurance

Federal Medicaid Matchin¢
Rate

Federal Poverty Level

Federal Waivers

Fullylnsured Group Health
Plans

Global Budget

Gross Receipt Tax

Health Care

Health Care Commission

Health Care Provider

The expenses an organization incurs that are not directly related to the busine
function, such as providing health carervices (health care providers) or spendi
for health care benefits (health care insurers)

Formally known as the Patient Protection and Affordable Care Act, the law
overhauédregulations and expands health coverage for individuals.

Person eligible for health care and benefits pursuant to the HSA.

Index as published by the Bureau of Labor Statistics of the Federal Departme
Labor.

Theportion of health care costs not coveredlby LJI {h&afihyinsuahce plan.

A microsimulation model thaimulatesprobabilities of disease onset among
populations of interests.

A federal law that sets minimum standards for voluntary established pension |
in private industry to provide protection for individuals in these plans.

A health plan or plans selected and purchased by theampand offered to
eligible employees.

The sharef Medicaid spendinthat the federal government pays based on a
F2NNdzE I GKFG NBfASa 2y | adGrisaqQ LY
different populations itMedicaid and CHIP.

A measure of income used to determine financial eligibility for certain federal
programs, subsidies, and benefits.

The federal government (Centers for Medicare & Medicaid Services) may pro
states with a waivehat states can use to test new or existing ways to deliver a
L& F2NJ KSIfdK OFNB aSNBAOSa Ay aSl
Insurance Progim.

A health plan in which the claims are managed by the medical care provider ¢
insurer and the risk falls on the insurance company.

A fixed amount of funding for a fixed period of time for a spegifegullation (e.g.,
a hospital can spend up to a fixed amount on health care).

A state tax on the total gross revenues of a business.

Health care provider services and health facility services.

Acommission to be established to conduct administrative and planning activit
related to the Health Security Plan.

Any of the following persons that is not a health facility and that is a person or
network of persons licensed or céigd and authorized to provide health care in
the state, an individual licensed or certified by a nationally recognized profess
organization and designated as a health care provider by the Commission, or
person that is a group practice of licengedviders or a medical transportation
service.

lylrfeara 2F bSg aSEAO2QA
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Health Facility

Health Insurance
Marketplace

Health Security Act

Health SecuritiPlan

IMPLAN Model

Implementation Date

KNGHealth Reform Model

Medicaid

Medicaid Drug Rebate
Program

Medicare

Medicare Advantage

Out-of-Pocket Costs

Payroll Tax

Premiums

A schoobased clinic, an Indian health service facility, a tribal or tribal entity he
care facility, a stateperated health care facility, a general hospital, a special
hospital, aroutpatient facility, a psychiatric hospital, a primary clinic pursuant t
the Rural Primary Health Care Act, a laboratory, a freestanding birthing facilit
skilled nursing facility or a nursing facility or other type of facility licensed as a
health fadlity by the Department of Health and identified in commission rules,
provided that the health facility is authorized to receive state or federal
reimbursement.

A service available in each state through which individualdidanaind small
businesses may find information and purchase health insurance. Also referre:
exchanges.

Legislative proposabnsidered by the New Mexicedislature that would create
the Health Security Plan.

The program that is created and administered by the Commission for provisio
health care pursuant to thelSA

A platform that combines extensive databases to create a system that models
degree to which service inputs are provideain businesses in a region.

The start date that wassumehe HSP will be enacted for modeling purposes.

A microsimulation model used to estimate baseline coverage and health care
spending as well as thmpact of health reform efforts.

A federal and state meaitested program that provides persons with health
insurance whose income and resources are insufficient to pay for medical cos
This program is funded by the state and federal governmetiimanaged by the
states.

A federal and state government program with participating drug manufacturer
that offset costs of most outpatient prescription drugs dispensed to Medicaid
patients.

A national healtiinsurance program administered by the federal government
primarily providing health insurance for persons aged 65 years and older. Thi
program is funded by a variety of sources including a payroll tax, premiums, &
surtaxes.

A healthinsurance plan that provides Medicare benefits through a prisattor
health insurer.

Expenses for medical care that are not reimbursed by insurance.

I GFE SYLX 28SNB 6AGKK2f R FNRY oflthgir §°
employees.

The amount of money charged by the insurer to the policyholder for the cover
set forth in the insurance policy.
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Selfinsured Group Health

Plan

Shortfall

Surtax

Synthetic Firm

2 2N] SNEQ

I 2Y

A health plan in which the employer assumes the financial risk for providing h
care benefits to its employeeEhese employers pay for eat-pocket claims as
they are incurred instead of paying a fixed premium to an insurer carrier.

The anount in which the obligations or liabilities exceeds the amount of fundin
available.

An additional tax on something already taxed.

A collection of employed New Mexicans that are assumed to work at the sam
based on thdollowing hierarchy of characteristics: offer status, firm size, and
industry. Coverage offering and characteristics of offered health plans are all
decided at the synthetic firm level.

A form of insurance providing wage replacermami medical benefits to
employees injured during their employment with the employer in exchange fol
YIYRFG2NE NBfAYldAaKYSyd 2F GKS Syl
negligence.
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Key Changes to Report

This final report differs from ther@iminary report in a number of key ways. First, we restructured the
presentationof findingsto present four different scenarios rather than focusing on a base scenario and
then presenting a series of alternatives, as was done in the preliminary répaddition, the scenarios
are structured differently than the alternative scenarios included in the preliminary report. Specifically,
we modeled two scenarios that varied in premiums and-slestingstructuresto correspond to a typical
employersponsored insurance plan and the requirements of the Affordable Care Act (modified to cap
premiums as a share of income for those above 400 percent of the federal povertyN@it) each of
these two scenarios, we rdeled two alternatives that varied in terms of the assumed growitiein

Health SecurityPlan (HSP)roviderreimbursement rates for a total of four scenari8econd, we

expanded the methods sectiomsthe reportand also provida Technical Supplementhich can be

found athttps://www.knghealth.com/fiscabnalysisof-the-new-mexicahealth-securityact-plan/.

Third, we implemented a number of techni@lisions to the analysis based, in part, on public comments
received on the preliminary report. The primary technical revisions are:

1. We assumed bulk purchasing would result in reductions in prescription drug costs to the state under
the HSHn all scendos;

2. For Medicaid, we added the administrative costs incurred by the New Mexico Human Services
Department (HSD), in addition to the administrative cost incurred by the Medicaid Managed Care
Organizations;

3. Wescalal Medicaid spending to spending levels reported in G¥fr New Mexico, rather thao
spending estimates in the Medicaid Managed Care reports provided by New Mexico Human Services
Department (although we still use the utilization information from the ¢#§8);

4. We include spending fothe New MexicdCounty Indigent FunandNew Mexico Medical Insurance
Poolin our estimate of health care spendijramd

5. We modified our assumptioriom findingsderivedfrom the Oregon Health Insurance Experiment
regarding changes in utilization among those who become fiesilyed under the H3B correct an
issue in our original estimates

We appreciate the public comments that were submitted in response to the draft analysis plan and
preliminary report.


https://www.knghealth.com/fiscal-analysis-of-the-new-mexico-health-security-act-plan/
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Execuive Summary

In 2019, he Legislature of the State of New Mexico considelaase Bill 295and Senate Bill 279
whichwere introduced tgroposethe enactment of the Health Security AEISA) TheHSAwould create

a state health insurande)t I y ¢ aQ d8NJE Gttt fi&goaléoDproviding universal health

insurance coverage and access to affordable -dpighity health coverage for all state residemdter a
competitive bidding procesd)¢ New Mexico Legislative Finance Committee (LFC) engigetiealth
Consulting, LLC, and its partners, IHS Markit and Reynis Analytimduct a fiscal analysis of the plan.
The objective of the analysis is to assess, avérital5-year period, the cost of the proposed Health
Security Plan (HSP) and wietexisting revenue and potential savings from the plan would be sufficient
to cover its cost.

YbD | St GdK [/ 2y & dzapprbactdfor toyidRctiry thé fisdallamhlysjs SMERDNsisted

of five steps. First, we conducted a qualitative asseent othe 2019HSAt0 understand key featuresf

the legislatioras well as identify policy assumptions needed to conduct the fiscal analysis. Second, we
solicited public feedback on our analytic approach and policy assumptions. Third, we conducted a
guantitative analysis ¢he HSP using a microsimulation model and assessed the impact of alternate
reform optionsd & & O S y Thildhv@lded simulating the effects of eacknariconinsurance coverage

and health spending. We then translated theselltssnto abudgetaryimpact for the stateFourth, we
solicited public feedback on our preliminary report. Lastly, we revised the preliminary report based, in
part, on feedback from the public and LFC staff.

Policy Assumptiorend Scenariog\ny projecions about the effects of the HSP are dependent on the

choices and decisions the state will make, as well as how stakeholders in the health delivery system will
respond. V& simulated the effects afie HSP aproposedin the 2019HSAegislation that was

introduced but did not pass the Legislatureirioduced during the 2019 New Mexico legislative

sessionthe HSApecifies several features of the HBEIuding policies related eligibility and

enrollment, benefits andostsharingandpremiums. Howeer, modeling the costs of HSP required that

we develop policy assumptions not specified in the legislation, as well as expand on some of the proposed
features in the HSA. We developed all policy assumptions based on our review of the HSA, public
feedbackand guidance from LFC staff.

We applied a standard set of policy assumptions consis@mrthggshed OSy F NA2a& o6 aaidl yRI NR
I & & dzY LJTheatgndardipolicy assumptiamsate toHSRmplementationdate, treatment of

Medicaid and Medicare benefigies, employer participation in the HSP, tax treatment of HSP

contributions, and enrollment mechanisifTable ES1yVithin each of the scenarios, we also included

L2t AOC8 ladaadzYLliAz2ya GKIFIG @FNASR | ONRPaa teeSy Il NA2a ¢
alternative scenarios to provide information to New Mexico policymakers and stakeholders on the effects

of various policy choices on the costs of HSP.

1 New Mexico House of Representatives. House BilPDds.

https://www.nmlegis.gov/Entity/LFC/Documents/Health Security Act Procurement Library/Health%20Security%20Act%20legis|
ation%20and%20memorial/The%20Health%20Security%20At26A8B%20295%20as%20introduced,%202019.pdf

2 New Mexico Seate. Senate Bill 279. 20h&ps://www.nmlegisgov/Sessions/19%20Regular/bills/senate/SB0279.pdf

Vi


https://www.google.com/url?q=https://www.nmlegis.gov/Entity/LFC/Documents/Health_Security_Act_Procurement_Library/Health%2520Security%2520Act%2520legislation%2520and%2520memorial/The%2520Health%2520Security%2520Act%2520-%2520HB%2520295%2520as%2520introduced,%25202019.pdf&sa=D&source=hangouts&ust=1594926201788000&usg=AFQjCNGrD2h97XUZeBHd1HNg4JOeOocygA
https://www.google.com/url?q=https://www.nmlegis.gov/Entity/LFC/Documents/Health_Security_Act_Procurement_Library/Health%2520Security%2520Act%2520legislation%2520and%2520memorial/The%2520Health%2520Security%2520Act%2520-%2520HB%2520295%2520as%2520introduced,%25202019.pdf&sa=D&source=hangouts&ust=1594926201788000&usg=AFQjCNGrD2h97XUZeBHd1HNg4JOeOocygA
https://www.google.com/url?q=https://www.nmlegis.gov/Sessions/19%2520Regular/bills/senate/SB0279.pdf&sa=D&source=hangouts&ust=1594926587648000&usg=AFQjCNFLwU7jT8l_8e7XOKJ9F6-LeGzydg
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In establishing the scenarios (varying policy assumptions), we focused on varying plan genérosity a
provider/facility reimbursement levels. These key elements affect the cost of the plan; the more
generous the plan (in terms of lower premiumgostsharing, the more expensive the plan, while
reductions in provider/facility payments may be usebdtp fund coverage expansion. In some
scenariosthe HSP may be funded through existing revenue, while in other cases there may be a funding
shortfall. Therefore, wapproximatedhe size ot general payroll tdikelyneeded to close any of the
fundingshortfalsfor a specific HSP scenario.

TableES1. Health Security PBiandardPolicy Assumptions

Policy Issue Modeling Assumptions
Implementation Date January 1, 2024
Benefits / 2YLINBKSYaA@dS o0SySTAaua LI O3S O2YLA

public employees. No lortgrm care benefits.

Medicaid beneficiaries would be folded into the HSP upon implementattba pfan;
Medicare beneficiaries would remain outside of the HSP during the inyear5
modeling period.

Treatment of Medicaid & Medicare
Beneficiaries

Employers offering a seffsured group health plan may participate in the HSP or ¢
Employer HSP Participation their own plan. Employers thdb not offer a selinsured group health plan are
assumed to participate in HSP and their employees enroll in HSP.

Employers that do not offer a sétisured group health plan would pay to partially
02 S NI i KS Apheinidr¥ebdts 2EEnfidyer Ebntributions are established as .
percentage of payroll and set so that aggregate contributions across all participa
firms are the same in baseline and HSP.

Employer Contribution to HSP

HSP Eligibility of Employees at
Employers Offering a Séifsured

Employees with access $oY LJt 2 seI8nNteAgroup healthplans may enroll in the
Graup HealthPlan R

I {t o6dzi $62df R 2yfté& RSOARS (2 R2 a2 &

Tax Treatment of Employer and
Individual Contributions toward Employer and individual contributions to premiums would best@mpt.
Premiums

Retroactive eligibility for those who would be eligible for the HSP. Voluntary
Enrollment Mechanisms enrollment for employers offering a s@iured group health plan and tine
employees.

We examined 4 primary scenarios for structuthmgHSP (Table ES2). The first two scenarios (1 and 2)
assume premiums andostsharingsimilar to typical employesponsored insurance (ESI) coverges!
Comparable Scenarigsyhile theremaining scenarios (3 and 4) assdmeemiums andostsharing

similar to requirements under the federal Affordable Care Act ((RCAComparable Scenariosh the
first year of all models, we established provider/facilgyrpent rates such that total payments &or
providerfacility category (e.g., hospital, physician, etc.) would be comparable to what the

Vil
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providerfacility was paid prior to the implementation of the H$ some scenarios (1 and 3), wewr
provider/faciity payment rates by the Consumer Price Index for Medical Cas1)Ciid in other
scenarios (2 and 4), weagv provider/facility payment rates by GRIminus 1 percentage point.

viii
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Table ES Health Secuty PlanPolicy Scenarios
ESiComparable ACAComparable
Policy Issue Scenarid Scenari® Scenario 3 Scenario 4
HSPStandard
Policy See Table ES1
Assumptions

Costsharing

Costsharing would be similar to the average employer plan (based on act
value). No costharing on preventative services. No esisdring for Native
Americans or Medicaidligiblebeneficiaries

Costsharing would be similar to th&fordable Care & (ACA)No costsharing
on preventative services. No cestaring for Native Americans or Medicaid
eligiblebeneficiaries

Premiums

Individual responsibility for premiums would be modeled on the averag

employer plan. HSP beneficiaries who woulélggble for lower premiums or

the ACA Marketplaces would pay less. HSP beneficiaries who are Medi
eligible would pay no premiums.

Premiums would be established so that households pay no more than a1
percentage of their income on plan premiutogoped at the full premium)
We note that the ACA Marketplace limits premium amounts for household
to 400% FPL. We modified the policy to limit premiums for those above
400% FPIHSP beneficiaries who are Mediceljible would pay no premiums

Payment Rates
to Providersand
Facilities

Payment rates would be establishe
such that total payments for the
providerfacility category(e.g.,
hospital, physician, etajould be
comparable to what the
providerfacility was paid prior to the
implementatian of the HSP. Prices
would be adjusted for medical
inflation as determined by the
Consumer Price Index for Medical
Care(CPIM).

Payment rates ithe initial year of
HSP would bthe same as Scenario ]
In subsequent years, rates would b
inflated by CPM minus 1 percentage
point.

Same as Scenario 1.

Same as Scenario 2.
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Methods We used a microsimulation model to estimate the effects of HSP on health insurance coverage
and spendindgrom 2024 (assumed initial year of the HSP) through.2028eveloped a baseline

projection for the New Mexican population for the period from 2024 through 2028, which reflected

health care coverage and spending under current law. We then comparedsilab to projected

outcomes under the HSP (e.g., we compared projected 2024 spending under current law to projected
2024 spending under HSH)o simulate the impact ¢fie HSP on insurance coverage, headre

utilization, and spending, we started witte KNGHealth Reform Model (KNERM), a microsimulation
modelcapable okstimaingthe impact of health reform efforts. We then modified the model to

incorporate New Mexicd LISOA FA O RI (I 2 yandih&afh carel tilizafidmad todgecidzt | G A 2 y
HSP policies. The model uses an iterative process to estimate coverage(firdicese individuals and
employers not assumed to be automatically enrolled in HféBlthcare service use, spending, and
premiums as coverage affects healthre useand spending, which in turn impact premiums and

coverage choice.

With the information on those enrolled ithe HSP, we estimated healthre utilization and spending

based on characteristics of the HSP population (e.g., age, gender, race/ethnicitygléndtaris and
O2yRAGAZ2Y &0 FTYR LINAOS& LIAR F2NJ aSNBAOSa® 2SS Faa
changes from less generous to more generous coverage. In addition, we allowed reimbursement rates

for healthcare serviceto vary ty payer.We assumed that administrative costs under the HSP would be

9 percent in 2024 and would fall by 1 percentage point each year to 5 percent in 2028peTbert

administrative cost is consistent with the requirement in the {HgBA295 80(D). We also assumed

that pharmacy costs would be reduced by 3.5 percent due to bulk purchasing and that a global budget on
facilities would yield 2 percent savings on spending for facility services.

We accounted fofour primary revenue sources to pay for the HSP. These include

Premium and oubf-pocket(OOP¥pending by New Mexicans enrolled in the HSP;

Employer contributions;

Federal and state spending for Medicaid, enrollment on the Marketplace, and public warleers
Lost private health insurance tax reveaue

b

HSP beneficiary spending on premiums and OOP spending to support the plan vary by scenario, with
higher collections from beneficiaries under the AGMparable scenarios than under the-&8hparable
scendios. We assuntithat employer contributions are established so that employers participating in

the HSP pay into the program, in aggregate, the same amount they would pay toward ESI in the baseline.
As a result, employers who do not offer coverage ielbeswill pay more under HSP, while those

employers who offea fullyinsuredgrouphealth plann baseline will pay less. In addition, we assuime

that estimated baseline federal and state spending for Medicaid, financial assistance for those obtaining
coverage on the Marketplace, and funding for public employees would be available to fund the HSP.
Finally, with private insurers largely replaced by the W8Rccounted for lost premium tax revesue

when assessing revenue sources to cover thesobsihe HSP.
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Healthcare spending changes from the HSP would resditént andindirect effects on economic

output, as the demand for, and provision of, healtlte serviceshangeWe calculated the kstate
economic contribution of spending under the HSRguie IMPLAN model of the New Mexico economy,
which explicitly models the degree to which service inputs are provided from businesses in the state.

Key Findingsimplementationof the HSP would have impacts on health insurance coverage, health care
spending by households, employers, and budgetary impacts for the state. We summarize the effects on
each of the modeled scenarios in Table ESS.

f CoverageTheHSRBs 2 dz2f R Sy NRff Yz2ald 2F GKS adl iSQa LJ2 LIz I @
Doing so could bring neaniversal health insurance coverage to New Mexico.

1 Spendinglmproved access to comprehensive health insurance would drive higher use of services
particularly among those who otherwise would have been uninsured. While higher service use would
drive increased spending, savings from reduced gsiglefstate)administrative costare projected
to offset these increaseQverthe longterm, we projeted that the HSP would decrease total health
spendingn New Mexicdf administrative costs are kept at levels proposed byHBA

9 Effects orHSP BeneficiarieBy offering reduced premiums for certain New MexicdesiSPvould
decrease the financi@lurden of health expenses for sotd&P beneficiarieparticularly for low
incomehouseholdsot currently enrolled in Medicaidl he effect of the HSP on HSP beneficiaries
varied by scenario. Under the more generous HSP plaitdEfplarable premiums armbstsharing,
we estimatel that premiums and OOP spending would be the same or lower for all groups of HSP
beneficiaries relative to the baseline. Under the A@Aparable scenarios, employees who had
received coverage through their employer would pggifcantly more in premiumsnder the HSP

With better access to preventative and otlrealth careservices, hospitalizations atite use of

other acute services may fall. In additional analyses, we asshatatewlyinsured adults under the
HSP get pgient-centered carghat mayresult in lower blood pressure and cholesterol, some weight
loss and smoking cessation, and better glycemic contel estimatel that these health benefits, if
they materialized, could offset other typeshefalth carespending, such der hospitalizations, by
between $100 and $150 million over the initial 5 yeath@®HSP We did not factor thesepotential
savings into our budgetamnpactanalysis.

9 Effects on Employer$he net impact on employers is dependent ow Ipolicymakers implement
employer contribution requirements, including the level of contribution and which employers are
exempt from contributions. Under our scenari@quiring employers participating in the HSP to
contribute to the cost of the plarweestimated that theHSRvould increase employer contributions
to the health caresystemfor some These cost increases would fall on businebsdsvere
previously not offering health benefits grid a lesser extenhusinesses that continued offeringfsel
insuredgrouphealth plans to their employee®n the other hand, we estimat¢hat employer
contributions among firms that offer a fullysuredgroup healthplan in baseline would fall.

Xi
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1 Budgetary Impactin our EStomparable scenario witho providerfacility payment reduction, we

projected that the HSP would be underfunded by approximately $5.8 billion over the first 5 years
(Table ES3, Scenario 1). Reducing the growth in prfaddléy payment rates from CR to CPIM
minus 1 percentag point would reduce the shortfall by approximately a billion ddite$gl.7 billion
(Scenari@). The funding shortfall would be significantly reduced under an HSP with premium and
costsharing structure similarto the ACA, due largely to higher premigontributions among those
who received ESI in baseliiBxenario 3) Under theACAcomparablescenario the shortfall would

be eliminatedby slowing the growth foproviderfacility reimbursements by 1 percentage point below
CPIM (Scenario 4)We apprximated the potential size of an additional payroll tax (in addition to
employer contributions) required to close the budget shortfall for each scenario in Table ES3. For
Scenario 1, an additional payroll tax of, on average across the initial 5 yepesc@r® would be
required to fund the budget shortfall, while an average payroll tax of 0.3 percent would be required

to close the budget shortfall for Scenario 3

Table ES3. Total Costs of HSP, Revenues, and Budgetary Impact by Scenario (inDailéagls of

ESiComparable ACAComparable
Scenario 1 Scenari@ Scenari@ Scenariat
. No Pay 1% Pay No Pay 1% Pay
Description Reduction Reduction Reduction Reduction
HSP Benefits and Administration 51,985 51,089 48,082 47,106
Total Revenue 46,186 46,367 47,214 47,168
Premiums 5,364 5,408 8,929 8,877
Employer Contributions 8,922 9,044 6,702 6,706
Availableg=ederal Funding 22,246 22,246 22,246 22,246
AvailableState Fundinglus Tax Impacts 9,654 9,668 9,337 9,339
Budget Shortfall 5,799 4,723 868 -62
Average¥oEmployerContribution 8.0% 8.0% 7.0% 7.0%
% Employees with EBBaselinaVhoEnroll in 0 0 0 0
HSP (2024) 59.0% 59.0% 51.0% 51.0%

Source: KNG Health analysis of the Health Security Plan.
t lgewprodderdatdifakilyypaymeéntr&es byNIPi2l petcentafe poinfTax

b2iSay Ly GKS am:

Impacts include changes in state income tax revenue and insurer premium tax revenue
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Key Considerations in Assessireg-easibility of the Health Security Pl&ur model mde several
assumptions that drive the overall findgrggarding the cost and revenues available to fund the HSP.
These key drivers require careful consideration as they affeattdrgretation of our study findings

1 Federal Waivers Medicaid and Mdeetplace. We assumed that New Mexico would receive waivers
for Medicaid and the Marketplace to fold these programs into the HSP. Whether the state could
obtain such waivers is uncertaifhe federal government would, at a minimum, require budget
neutralty and likely savings to grant the waivers. We also assumed that Medicaig take
enrollment in a Marketplace plan would remain similar to current levels, except for population
growth. In other words, weid not assume federal funds are availabletfmse New Mexico
residents who ardledicaideligiblebut not enrolled Federal contributions to cover the cost of the
HSP could be increased by increasing enroliment in Medicaid and Marketplace plans for those eligible
for federal financial assistance priorthe implementation of the HSP. In additionetHSP limits
eligbility to those who have resided in the state for at least one year. Many of those who fail the
residency requiremenmnay beeligible forfederal Marketplace subsidies. The HSP would likely
effectively eliminate the ACA MarketplaseNew Mexicppotentialy leavinga small number of
people unable to access Marketplace coverage or the HSP.

1 Continuation of ACA and Federal Fundingr results assumed that the ACA and assocfatetal
funding will continue to be available to the state. Under the A@Aederal Medicaignatchingrate
applied for newly eligible adults under Medicaid expansion is 90 percent for 2020 and beyond. In
addition, the ACA provides federal financial assistance to those eligible on the Marketplace.
Together, theséederal assistnce programs contribute an estimated $2.1 billion to New Mékxico.
California v. Texas, a pending case before the Supreme Court, could potentially strike down the entire
ACA as unconstitutional. If this did occur, the impact on HSP funding would deemat,afany
new program, replad the ACA.

1 Eligiblebut-not-enrolled PopulationsV/e foundthat the HSRvould achieve universal coverage
among eligible populations. However, in practice, not all eligible individuat®aseholdsvould

choose to enrollWe assuma(i KS &G GS O02dz R AYLX SYSyd al dziz2Yl dA

premiums are collected through state income tax filings, aneemoolled individuals are covered via
retroactive eligibility. However, many uninsured New Mexican residensdrasgly covered through

retroactive Medicaid eligibility. Therefore, a significant portion of those we iddésii & dzy’ A y & dzNB R ¢

in the baseline, may already meet our coverage definition. In this sense, we may be overstating the

coverage gains fromthdSRP | & Yl yeé 2F (GK2a$S ¢gK2 da3ILAy O2@SNI 3

covered, our model assumatilization increases would be slightly loWeased on our estimate of
non-Medicaidand Marketplacenrolimentg take-up ¢ among those eligibl®r Medicaid or

3 Blumberg, L.J. et al. (2018}ateby-State Estimates of the Coverage and Funding Consequences of Full Repeal of the
ACAWashington, DC: The Urban Institiips://www.urban.org/research/publication/statstate-estimatescoverage
andfundingconsequencesfull-repeataca

Xiii


https://www.urban.org/research/publication/state-state-estimates-coverage-and-funding-consequences-full-repeal-aca
https://www.urban.org/research/publication/state-state-estimates-coverage-and-funding-consequences-full-repeal-aca

CralOlt !'ylrteara 2F bSé aSEAO2Qa

Marketplace financial assistanceNew Mexico, 12%han those estimated in the Oregon Health
Insurance Experimefit.

1 Administrative Savings fraiime HSP In our model, a key driver of savimgsuld bereduced state
administrative costsThe 201HSAIntroduced legislatiothat would limit administrative costs of the
HSP to no more than 5 percent of total spending starting in the sixth Wasaassume that
administrative costs represent 9 percent of total HSP spending in 2024 @od fpércent by 2028.

Our assumed administrative cost levels represent significantly lower costs as a percentage of total
spending than is currently achieved by the state Medicaid program or by the national Medicare
program. Spending on administrativesis accounted for roughly 12.4 percent of total New Mexico
Medicaid spending in 20FPAccording to the National Health Expenditure Accounts from the Centers
for Medicare & Medicaid Services, administrative costs accounted for approximately 7 percent of
Medicare spendingln countries with multiple payers but tightly regulated insurance maseth as
Germany, the Netherlands, and Switzerladiinistrative costs account for approximatlyp 5
percentof total spending

1 Tax Treatment for Employer and Employee HSP Contribulibass are considerable tax benefits to
employersponsored insurandeecause contributions by employers are not subjeéetieral taxes

and employee contributions are madsingpre-tax dollars, lowering employs®@ | E We A 0 A f A (&

assumed that these tax benefits would also apply utideHSP. Whether such preferential tax
benefits would be applied to the HSP is uncertalithough in prior analyses dfealth reform in New
Mexicg this assumption was viewed as reasonabitee tax treatment of contributions by employers
and employees is an important issue that stege would need to resolve.

1 Employee Retirement Income Security ARISACompliance Plann our analysjsve assumed that
the state would be able to develop an ERt®/pliant approach whereby ttsate would collect
funds through a payroll fee on employers whose employees obtain coverage through the HSP.

wL{! Q4 GLINBSYLIiA2y ®Ofatedainike lalsigdvaring eniplyased 6 A £ A (i &

Ayadz2NI yOS G2 GKS SEGGSy-8ponsded biealth fléhd@ve sodghtt | G S (2 ¢
information on the likelihood that our assumptions would be consistent with ERISA. While no
definitive conclusions weidgrawn, a general view could be surmised that it may be possible to design
approaches that are materially similar to those assumed. This view is consistent with the approach

4 National Bureau of Economic Researthe Oregomealth Insurance Experiment
https://www.nber.org/oregon/1.home.html

5New Mexico Legislative Finance Committee. (2048)licaid Spending on Program and Managed Care Administration
New Mexico Legative Finance Committee.

https://www.nmlegis.gov/Entity/LFC/Documents/Health Notes/Health%20Notes%20
%20Mediaid%20Administrative%20Costs,%20May%202019.pdf

6 Washington State Institute for Public Policy. SiRglger and Universal Coverage Health Systems:

Final Report. May 2019. http://www.wsipp.wa.gov/ReportFile/1705/Wsipp_Shaglerand-UniversaiCoverageHealth-
Systemd-inalReport_Report.pdf

" Chollet, D., Liu, S., Gillia, B et al. Quantitative and Comparative Analysis of Reform Options for Extending Health Care
Coverage in New Mexico. July 31, 2007. Final Report. Mathematica Policy Research, Inc.
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followed by Mathematica Policy Research in its assessmbealfi caraeform gotions for

extending coverage in New Mexictevertheless, the development of ERt8Apliant approaches

to implement the HSBndachieve its goals could face legal challenges, which were not addressed in
our study.

If implemented, the Health SecuritgtAvould be the most ambitious stabased health reform ever

OF NNASR 2dzi Ay GKS ! yAGSR {dFrdSad ! yRSNI GKS 1 {t=x
percent and the majority of the population would receive coverage through a pubhariosyprogram.

The plan would also improwealth careaffordability for low and middleincomehouseholdsvhowould
otherwise receive coverage through the agnoup marketHowever, under the AGeomparable
scenariosheneficiarypremiums would increase for middkend highesincomehouseholdgransitioning

from employerbased to HSP coveraggver the initial Syear period, the overall economic impact of the

HSP is expected to belativelysmall. However, the rolaf private insirance would be diminished, and

some segments of the private insurance market would likely disappear altogether. As a result, HSP could
produce financial hardship to New Mexidauseholdsaand businessedependent orthe private

insurance industry. Usagéhealth careservices would increase, but letegm total health care

spending could fall if reductions in payiiie administrative costs are achieved to the level specified in

the HSAproposed legislatiarMost of the cost of the HSP could be finanegdedirecting public funding

from duplicative health programs, requiring contributions from employers not offering coverage, and
requiringbeneficiariesith the means to pay a portion of their own premium cadstsetheless

additional funding sourcasay be needed to fully cover the cost of the plaepending onhe specific

design features of the plan.
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I. Introduction

In 2019, he Legislature of the State of New Mexico considetlease Bill 295 and Senate Bill 2@8ich
were introduced tgroposethe enactment of the Health Security AESA) TheHSAwvould create a

state health insuranceJt | 'y 0 a1 St f { &ith {h&Sgoaladipravidingturfiviergaé héalth insurance
coverage and access to affordable, kgglality health coverage for all state residerifie proposed
legislation would haveirected the Legislative Finance Committee (LFC) to obtain a fiscaisanfatlys

first five years oHSP Although the bills did ngiass the legislature, the passagehaf2019 House
Appropriations and Finance Committee Substitutéie548 andthe 2019 Senate Finance Committee
Substitute forISB536 made appropriations tthe LFC for fiscal analysis of the HSP.

The LFC engaged KNG Health Consulting, LLC, and its partners, IHS Markit and Reynts Analytic
conduct the fiscal analysis. The objective of the analysis is to assess, ioitél &-year period, the cost

of the HSFproposal and whether existing revenue and potential savingstfreidSRvould be sufficient

to cover its cost. Findings from this analysis will inform legislators as they decide whether and how to
proceedwith establishinghe HSP. In this rept, we present findings from our fiscal analysighefHSP

A. Overview of the Health Security Plan

As proposed in the 2018lls, there are three stategburposes of thédSA (1) ensurédnealth carecoverage
to all New Mexicang2) control escalatinigealth carecosts and (3) improve théealth careof all New
MexicangHealth Security Act of 2019, HB 295, 54th Legislature § 2 (2019)).

Ensuring Coverage to all New Mexicam®r to the Affordable Care Act (ACA), New Mexico had one of
the highest uimsured rates in the nation, &8 percent uninsured in 2013 as compared to tladional

rate of uninsured at5 percent® New Mexico experienced a significant reduction in the percentage of
uninsured individuals aftémplementingMedicaid expansion, wittoughly the same percentage of its
population uninsured (9%) as the national aveiagz018° Nevertheless, the uninsured rate remain
high for some segments of the New Mexico population, including thiesalo not qualify for Medicaid
(incomes above Bpercent of the Federal Poverty LeffefPL)and Native Americaris.

TheHSAwould expand health insurance coverage to individuals residing in New Mexico, including those
currently covered by negroup andS Y LJt 2fallginsErégrouphealth plans. ThelSAspecifies a one

year residengrequirement to be eligible for the HSP, although the requirement is waived for individuals
who moveal to New Mexicdor employmeni{HB 295 81(A)) The following populations are excluded

from enrolling in the HSRederal retiree health plan beneficiaries, active duty and rtinditary

personnel and individuals covered by the federal active and retired military health progr&#95

§ 21(B)) Employers that offer aifly-insuredgrouphealth plan in baselingould obtain coverage for

8 Kaiser Family Foundation. (2023galth Insurance Coverage of the Total Popul§ifiata set] Kaiser Family Foundation.
https://www.kff.org/other/stateindicator/totatpopulation

9 Kaiser Family Foundation. (2018¢alth Insurance Coverage of the Total Populfiiata set]. Kaiser Family Foundation.
https://www.kff.org/other/stateindicator/totalpopuldion/

10 Banthin, J. et al. (2019)he Uninsured in New Mexi#ashington, DC: The Urban Institute.
https://www.urban.org/sites/default/files/publication/101427/the_uninsured_in_new_mexico_final_v3.pdf
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their employesthrough the HSP analould contribute to the funding of the plafiHiB 295 21(E)) The
HSAspecifisthat the fiscal analysimayconsidemminimum and maximuramployer contributions to

finance the HS®hiletakingini 2 O2 Yy AARSNI A2y IthéF 5 MM#Eba &S N A& LI & NP f
employeegHB 295 &7(B)4)).

Some groups could voluntarily choose to participataériHSPEmployers offeringedf-insuredgroup

health plansovered under the Employee Retirement Income Security Act (ERUBAgontinue to offer
coverage through their plaor choose to obtain HSP coverage for their emplogdBs295 &0(B))
Employeest firms offering aselfinsuredgroup healthplancouldchoo instead to obtain HSP coverage,
although some public commenters indicated ttreg intent of the legislation is to leave thiecision to

join HSRo employersonly. Additionally tribal governmentsas sovereigantities, would have the
discretion tochoose to participate in the HE#PB 295 21(Q).1*

ControllingHealth careCosts The HSP is intended to be a premismpported plan with individuals and
participating employers paying into the syst@#iB 295 80). AHealthcareCommission established to
oversee the HSRould, along with appropriate state agenciapply forfederal waivers to repurpose
federal spending for Medicaitfledicare andspending to provide financial assistancger the
MarketplacgHB 295 81). Through he HSPpremiums and costharing would be subsidized for certain
groups. Native Americans would not be charged anystasing and no H3feneficiarywould pay for
preventative service@diB 295 83(A)) TheHSAspecifiesthat the fiscal analysimayconsider beneficiary
costsharing options to help finance HSP based on beneficiary income, federal premium tax credits,
federal costsharing subsidies, and Medicare off4&tB 295 &7(B)(3))

The HSP would employ severgbiagactesto help control growth imealth carespending. First, Health
careCommission would be established that woachong otheresponsibilitiesadopt costeffective
methods of providing qualityealth care¢o HSP beneficiaries, establish capitaldris for health
faclitiesand equipmentanddevelop claims and payment procedsifer health careservicefHB 295
§11).Second, thédealth carscCommission would negotiate reimbursement rates Wwihlth care
providersand facilitiesand subjecthealthcarefacilities to global budge($iB 295 $81).In addition,
annualrate increasesinder the HSRould belimited tono more tharthe growth in the medical
component of the Consumer Price Indékird, theHealth caraCommission would use bulk purchasin
on prescription and neprescription drugs, durable medical equipmetd suppliesas well as
administer a formuley and/or preferreddrug list toreduce cost$urther. Fourth, theHSAenvisions
administrative savingss a result ofnost New Mexicans receiving coverage throaigingle insurer plan
andwouldlimit administrative costs to no more than 5 percent of the HSP bbegé@tningn the sixth
and subsequent yeaof operation(HB 295 80(D)).

ImproveHealth careof all NewMexicans.TheHSAenvisions improvemesto the health careof all New
Mexicans througlseveralmechanisms. These include expanded coverage to the uninsured, insurance
benefits that are at least as good as those offered by the state employee healthoptast access to

11 Consistent with the Health Security Act, we assiinat Native Americans are automatically enrolled in HSP with other
includedpopulations.
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preventative services, and care coordinatiohere appropriateNew Mexico has a shortage of primary

OF NB LINEJARSNES ¢A(K classifieds fll & partiall@ fEederdlly designatesl O 2 dzy (i A
Health Professional Shortageeas (HPS\ for primary medical carf@ Almost 25 percent of the

population lives in a rural area, with 40 percent livingiillRSA. Therefore, th#SAdirects the Health

Care Commission to ensure the provision of health care services in rural anctvetksseagHB 295

§14). Finally, theHSAcalls for the establishment, in conjunction with other state agencies, of

comprehensive system to collect aaallyze health care data improve the quality, efficiency, and

effectiveness of health care sem®s in the statéHB 295 §1).

B. Study Approach Overview

Our approach for conductinibe fiscal analysis of thdSRconsisted ofive steps First, we conducted a
gualitativeassessment of thelSRo understand key featureaswell as identifypolicy assumptions
needed to conduct the fiscal analysis. &ssessmentnvolved reviewing the proposal to identify
featuresof the HSRindreviewing literature to identify coverage reform optidosthose elements not
fully specified in théegislatim. Second, waolicitedpublic feedback on ownalytic approach and HSP
policy assumptionsNVereceivedcomments at public meeting athe University of New Mexico in
Albuquerque held on December 4, 2019, gmmdugha second public meeting in the New}iteo State
Capitol in Santa Fe on March 3, 2020. Additionallaoeepted written comments on our analysis plan.
We provide a summary of the public comments and our responses to these commigopemdix B
Third, we conducted a quantitative analysis of #&Rusing a microsimulation modahd assesseithe
impact ofalternate reform option® & & O S y ThiNddl¥ed simulating the effects of eactnarioon
key healthrelated measuresncludingnsurane coveragendhealth spendingWe then translatd

these results into a fiscal impact for the state, including the downstream economic impacts on the state
and released a preliminary report on May 22, 2@urth, we solicitednd reviewegublic feedbak on
our preliminary reportWe provide a summary of the public commetotshe preliminary reporand our
responses to these commentsAppendix CFifth, we revised the preliminary report based, in part, on
feedback from the public and LFC staff.

C. Structure of the Report

This report is designed to assist policymakers in assessing the potential impatt®Pive simulated
the costs of thaHSRusing a range of different policy options and assumptibine.report is organized as
follows. We first pesent a description of thelSHeatures and model assumptions, including the policy
assumptions we used to develop alternate propdaithe microsimulation model. Next, vdescribe

our methodsjncludingthe analyticdatabase and the KNG Health Refdodel. We then present our
findings for the current coveragexpendituresand financing in New Mexico, followed by the change in
coverage and costs under tddferentreform models by scenario. We presémt economic impacts

and other potential effectseparately. Welose the report with a discussieaction.

2 New Mexico Legislative Finance Committee. (2B4€glth Notes: Uncompensated Care in New Mexico After the
Affordable Care AcNew Mexico Legislative Finance Cotte®i
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II. Health Securitict PlanFeatures andPolicyAssumptions

In this section, weeport the findings from our qualitative assessment of & provide a discussion of
policy assumptionsandpresent the policy scenarios we moekk|ITo model the potential costsf the
HSPwe requir@ explicit assumptions related to design features that are not fully specified in the
legislation We developed these policy assumptibased on input from the LBGaff and public
comments received on our analysis pl&@ur policy assumptions reflect our efforts to find reasonable
options thatreflect the intent of the plan and thaangenerate findings that withformthesi I G S Q &
implementation decisions. Howay®ur assumptions regardittSRpolidesshould not be interpreted as
policy recommendationfor the final structure of théiSPwere it to be implemented

A. Features of the Health Security Plan

Any projections about the effects of the HSP are deperatettie choices and decisions the state will

make, as well as how stakeholders in the health delivery system will resppsinWated the effects of

the HSP aproposedin the 2019HSAbillsthat were introduced, but did not pass the Legislature. As
introduced during the 2019 New Mexico legislative sessienHSApecifies several features of the HHSP
including policies relate eligibility and enrollment, benefits asdstsharing and premiums. However,
modeling the costs of HSP required that we tlgv@olicy assumptions not specified in the legislation, as

well as expand on some of the proposed features in the HSA. We developed all policy assumptions based
on our review of the HSA, public feedback, and guidance from LFC staff.

In Talke 2.1, wepresent a summargf the keyproposed featuresf the HSP. We also provide notes on
the nonproposedfeatures of theHSKi.e., features that are not explicitly described in the HSA or that
are not described in sufficient detail for modeling purpasEis¢re are open questions surrounding
benefits (minimum standards are established byHIS&8) andpremiums; the costs to engyers; and

plan financing.n the followng section, we present our treatmenf theseHSRpolicy aspectssed for

our modeling approach.
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Category

Proposed Features

Nort-Proposed-eature$

Overall

General Approach

A premiumbased system to expand health insurance coverage to most N
Mexicans, including those currently covered by-gmupplansand

S Y L) 2faliginsBréigrouphealth plans.The HPwould befinanced
through premium and costharing payments from beneficiaries, employer
contributions, and repurposeqaliblic expenditures for healttare.

CostSharing Amounts

T Inclusion Criteria
g mgxlfeus?é%:rldvénglLﬁ%?/%?jng)eﬁé\?vs;\iggég givavk'\élzx.'gg for years 1 TheHSAlegishtion does not explicitly require Medicare or Medicaid
1 Exclusion Criteria J beneficiaries to be enrolled in the plant directs the Health Care
Eligibility¢ Individuals o Federal retiree health plan beneficiaries Commission to sedkderal waivers to include these populations in t
. ) L HSP
0 Active duty and retired militagyersonnel - - .
o Individuals covered by the federal active and retired military health T Tribalgovernmentsnay elect to participate ithe HSP.
programs
1 TheHSAenvisions that the HSP would receive payments
11 All employers may offer coverage through the HSP (contributions)rom employers whose employees obtain coverage
Eligibilityc Employers 1 Employers may offer comprehensive health benefits outside of the HY through the HSRo oﬁsgt the cost of coverage for thelr.employees
thev offer aselfinsured aroup health plan 1 TheHSAdoes not specify the exact mechanism by which employers
y group P would contribute to the HSBr howmuch employershould
contribute.
1 Enrollment into the HSRould berequired for all eligibleeneficiaries
Enroliment ;’:;I:dlng employees at firms that do not offer a-gestiredgroup health 1 The legislation does not address retroactive coverage for eligible
1 Enrolimentwould bevoluntary for employersffering seHinsured group populations who do natpplyfor coverage before consuming service
heath plansandtribal governments
Benefits and Costharing
Benefits 1 TheHSPRmust covethe benefits currently offered by the state employe{ 9§ TheHSRloes not limit benefits to those covered by the state
health plan. employee health plan.
1 HSPbeneficiaries receive preventative services witltostsharing

requirement; Native Americans in HSP would pagosesharing for any
service

1 The legislation does not specify eebtiring requirements for nen
preventative services delivered to nblative Americabeneficiaries
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Category

Proposed Features

Nort-Proposed-eature$

Premiums

Premium Amounts

1 Asingle peperson premium amount may be applied.

9 The premium level may be established to fund both benefits spending
HSPbeneficiarieand HSP administrative costs. The administrative por|
of the premium amounivould becapped at 5% of total spendim the
sixth year of HSP

1 Unspecified in the legislation is the obligation of eligible population
who have not applied for coverage to pay premiums and, if so, hov|
premiums would be collected.

1 Administrative costs as a percentage of spending for tte5fiyears of
the HSP are not specified.

Premium Subsidies

1 No detail provided.

1 The legislation does not specify how premium subsidies should vai
incomenor if premium subsidies should varyhnuseholdsize.

Health careProvidersand Facilities

Participation

1 Health care providensith negotiated rates participate in the HSP and
may not charge any additional amount to HSP beneficidriesalth
resource certificate must be obtained by a health facility or health car|
provider participating in thelSFbefore making a major capital
expenditure

Payments

1 Reimbursement rates would be negotiated with the Health Care
CommissionHealth facilitiesvould besubject to global budgets. Annua
HSP rate increasemuld belimited to growth in the medicalomponent
of the Consumer Price Index. Supplemental payments may be proviq
to ensure access in rural and underserved areas.

1 The HSAdoes not specify ratdsut leaveghisto be negotiatedvith
the Health Care CommissioAdditionallyjt does not specify the
extent additional payments would be made to underserved and rur|
communities.

Note: *Nonproposed Features: features that are not explicitly described in the HSA or that are not described in sufficient detklifoy purposes
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B. StandardPolicy Assumptions for the Health Security Plan

To model the costof the HSPwe requirel specific assumptions regarding the policies governing the HSP
and specific plan feature$Ve applied a standard set of policy assumptions consisteerthgshe

A0Syl NRA2a o0aail yRIThRtandigd pali€yassimptineiate idiHS P2 siad date,
treatment of Medicaid and Medicare beneficiaries, employer participation in thet&QReatment of

HSP contributions, and enroliment mechanism (T2@eWithin each of the scenarios, we also included
L2t AOC@ laadzYLliaAzya GKFG @FNASR I ONeraa aOSylFNR2a o
alternative scenarios to providgammation to New Mexico policymakers and stakeholders on the effects

of various policy choices on the costs of HBfescenarios are provided at the end of Section Il

Table 2. Health Security Pl&®tandardPolicy Assumptions

Policy Issue ModelingAssumptions

Implementation Date January 1, 2024

I 2YLINBKSyaAr @S o0SySTada LI O1F3AS O2YLI NI O

Benefits employees. No longerm care benefits.

Medicaidbeneficiaries would be folded into the HSP upon implementation of the plan;
Medicare beneficiaries would remain outside of the HSP during the injalrSnodeling
period.

Treatment of Medicaid & Medicare
Beneficiaries

Employers offering a seffsured group health planay participate in the HSP or offer their
Employer HSP Participation own plan. Employers that do not offer a sefured group health plan are assumed to
participate in HSP and their employees enroll in HSP.

Employers that do not offer a séffsuredgroup health plan would pay to partially cover thei
SYLX 28SSaQ LINBYAdzy O02aiGad 9YLX 28SNJ 02y
and set so that aggregate contributions across all participating firms are the same in bas
and HSP.

Employer Contribution to HSP

HSP Hgibility of Employees at
Employers Offering a Sétsured
GroupHealthPlan

Employees with access oY LJt 2 s@I8nNeAgroup healthplans may enroll in the HSP bt
g2dz R 2yfe RSOARS (2 R2 a2 AF GKSANI SyLl

TaxTreatment of Employer and
Individual Contributions toward Employer and individual contributions to premiums would best@mpt.
Premiums

Retroactive eligibility for those who would be eligible for the HSP. Voluntary enrollment fi

Enrollment Mechanisms employers offering a seifisured group health plan and their employees.
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1. Treatment oMedicaid and Medicare Beneficiaries

TheHSAdirects the Health Care Commission to seek waivers for the inclusion of Medicaid and Medicare
beneficiaries in the HSP. Including Medicaid beneficiaries within HSP has advantages and disadvantages.
Unlike Medicare, Medicaid is already administered byttite. Therefore, combining Medicaid witie

HSP would likely reduce administrative complexity for botistttte government and the rest of the

a il 4 S Qdare $ySdmtoipktain a Medicaid waivehe state would need to verify that the HSP
complieswith regulatory requirements for Medicaid plans, including-sbsatring requirements, premium
costs for beneficiaries, and minimum benefits. Requirements related tofaicket costs could likely

be achieved through premium subsidies and-sbsiring reluctions. For the most part, benefits could
probablyalso be aligned or addressed through H@&Rlesign except, perhaps, fdongterm services

and support Because of administrative savings and other benefits of including Medicaid in the HSP, we
simulaed the effects othe HSRvhere Medicaideneficiariesare enrolled in the HSP.

The treatment of Medicarbeneficiariess not specified by thelSA although it specifically directs the

Health Care Commission to apply for all waivers that would al# 3 to receiviederal payments for

services provided to Medicare beneficiafiB 295 8L1(T). Including Medicare beneficiaries witlire

HSP would be administratively compex8 RA O NB 06 Sy ST A Ghe HIRMWAIE feeditSie SOG A 2 v
voluntary. Prior research from Mathemati&olicy Researaduggested thathe HSP could potentially be

offered as aMledicare Advantage (MA@)an, which would allow for voluntary participatiortie HSP:3

Doing so would require thgate to verify that the HSP complied with regulatory requirements for MA

plans. This could either limittlsd G SQ& ¥Ft SE khe WSPonreyuird tigat® S afferany A y 3
alternative version ahe HSP specific to Medicdbeneficiaries In addion, the Centers for Medicare &

Medicaid ServiclcMSK | & 'y SadGlrof AAKSR LINRPOSaa FT2N aSaidAay3
bid and other information. Thus, even if New Mexico was able to create an MA HSP, premiums would
likelyneed tobe established separately from the main HSP forMedicarebeneficiariesenrollment

would be voluntary, and funding would come from current Medicare funding sources. For purpose of
simulating the effectof the HSPwe assumd that Medicare beneficiagsare not eligible tenroll inHSP

duringthe initialfive-yearperiod, becausewhile it might be possible for traate to establis an H®8 in

MA, this plarwouldlikely be separate from the main A& om a revenue and cost perspective.

2. EmployerParicipation and @ntributions to the HSP

The implementation of the HSP and enrollment of individuals currently covered under public and
employersponsored insurandgSl)s mademore complicated byederal laws and regulatiorihe
Employee Retirement Income Security (&RISPgovernsS Y LJf 2 fallpinsEréd and selinsured
group healthplans. Because ERISA preempts all stateédated toemployersponsored benefitst
imposes a significant challenge to states attemptrigying employer coverage under a state health

13Chollet, D., et al. (200%uantitative and Comparative Analysis of Reform Options for Extéteditig careCoverage in
New MexicoWashington, DC: Mathematica Policy Resedrttps://www.mathematica.org/owpublicationsand
findings/publicaibns/quantitativeand-comparativeanalysisof-reform-optionsfor-extendinghealth-carecoveragein-
new-mexico



https://www.mathematica.org/our-publications-and-findings/publications/quantitative-and-comparative-analysis-of-reform-options-for-extending-health-care-coverage-in-new-mexico
https://www.mathematica.org/our-publications-and-findings/publications/quantitative-and-comparative-analysis-of-reform-options-for-extending-health-care-coverage-in-new-mexico
https://www.mathematica.org/our-publications-and-findings/publications/quantitative-and-comparative-analysis-of-reform-options-for-extending-health-care-coverage-in-new-mexico
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plan!* However, stateregulate insurers and catierefore, exert more control over employers with
fully-insuredgrouphealth plans.Section 40 of théiSArelates to the voluntary purchase of other

insurance. It states that tHéSAdoes notaffect coverage pursuant to ERISA unless the state is granted a
congressional exemption or waiver. It further notes that health plans that are covered by ERISAtmay ele
to participate in the HSP.

After consultation with the LFCevassumd that the intent of the proposal is to enroll employers and
their employees with fulinsuredgrouphealthplansin the HSPThis view of the proposal wakso
articulated in pubt comments we received on theAdSThus, for purposes of our model, we assdime
that the state will be able to take actions that are both compliant with ERISA but also result in the
enroliment of employees at firms that do not offer a-e$uredgrouphealthplan. Moreover, the plan
would allow employers offering sdtfisuredgroup healthplansto participate inthe HSP (this can be
BASHSR Aay £F YLINR2AR@B A 2y 0 @

Employerspaysome healttcare costof their employeedy subsidizing premiums for workers and
dependents enrolled in their health plarig. public comments to our analysis plan, we received
comments that described the HSP as a cooperative-opcahere only those participating in the plan
pay into the pla. Employers participating in the HSP (by defaudt in consultation witthe LFCwe
assume that an employeparticipatesin the HSP if it does not offer coverage and, thus, its eligible
employees are enrolled in the HSP) would contributheaost oftheir coverage by making payments to
the HSP For the purpose of our model, we assuthihat the HSRcould develop an ERFsémpliant
approach to obtain payments from all employers sdemployees are enrolled in the HSP and who do
not offer a separate $einsuredgroup healthplan. At the same time, we assuhibat employers that
offer a selfinsuredgroup healthplan would not be responsible for contributing fundshite HSP.

Consistent with the cop nature of the HSRye estimated participating employer contributions to the
HSRas follows:

1. We estimated the amount of money contributbyd employerdowards premiums for fulinsured
grouphealthplans.

2. We calculated total premium contributions as a percentage of total payrollsagitaamployers that
offered a fullyinsuredgrouphealth planin thebaselineor that did not offer coverage in baseline

The percentagecalculated in step 2 abowveas established as the contribution required for employers

who participate in the HSHhis approach essentially hesldmployers neutral in aggregate in terms of
spending for employee health coverage. It is important to note that the fixed percentage was applied to
employers that do and do not offer coverage. As a result, the contributempbyers that do not offer
coverage in baseline would increase (because they made no contridotlwerseling, while the

contribution of employers that offer coverage in baseline would fall.

14 Brown E. & McCuskey E. (2019, July@®)ld States do Singkayer Health Cardfealth Affairs Blog.
https://www.healthaffairs.org/do/10.1377/hblog20190717.466249/full/



https://www.healthaffairs.org/do/10.1377/hblog20190717.466249/full/
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3. HSFEligibility of Enployees atelf-insuredEmployers

Currently, ot all employees with access to health insurance from their employer take up coverage. Some
may gain coverage through a spouse who has acc&sSl through his or her firm. Others may be

eligible for Medicaid at low or no cost and choose that coverage instead of the coverage offered through
their employer. Some employees, even those who take up their empl@yan, may find it preferable

to erroll in the HSP.

TheHSAdoes not address the HSRy#dility of employees at an employteat offers a sefnsuredgroup
healthplan, whether an individual has coverage through the firm or some other source or whether an
individual remains uninsured. thme public comments we received, it was stated that the intent of the
HSRwvould allow employers with satisuredgroup healthplans to choose to participate in the HSP but
not to have employees at thefiemseligibleto enroll in HSP as individua@ne concern is that presence
of the HSP could encourage employers to desigrArsgaifedgroup healthplans that limit eligibility to
select worlers, which would shift costs from these employers onto the HSP.

Because théiSAdoes not provide a mechanismlimit enroliment intothe HSHor thosewith access to

aselfinsured plarand based on input from LFC stafe assume that these individuals may enrolltime
HSP.However, our decision rule for whether or not an employee chabsd4SP favorthe ESplan

Specifically, we assumhéhat those who obtain ESI from an employet offers a selfnsured plan

wouldcontinue to take up that plan as long as it is affordatile. definel ESI coverage as being

affordable if the premium is less than 9.5qmnt of theK 2 dza S Kadifid’l @djusted gross income

Oal FTF2NRIFIOoAfAGe &GFYyRINRéEVD ¢KAA GKNBakK2fR A& &AY
bracket in the ACA Marketplaces.

4. Tax Teatment ofEmployer ancEmployee @ntributions toward Fremiums

One advantage of employbasel health insurance coverage is that contributions toward premiums by

individuals and their employgare taxexempt. We assume that the HSP would be set up to allow both

employer and individual contributions to premiums to bedagmpt This assumption effectively
ySdziNI £ AT Sa GKS ST¥¥SOGa 2F GKS GFE LINBFSNByOS F2N
a selfinsuredgroup healtiplan or enroll employees in the HSP, since contributions to coverage are

treated the same under each situatioifhisassumptioris consistent with thassumptiorfollowed by

Mathematica Policy Research in its assessment of headtlvefarm options for extending coverage in

New Mexicd?

5. Process for Enrollment of Eligible Populatiemd Treatment of Ineligible Populations

The creation of a public coverage program will not necessarily result in universal coverage. For example,
accoding to a recent report by the Urban Institusgproximately 3@ercentof uninsuredNew Mexico

5 Chollet, D., Liu, S., Gillia, B et al. Quantitative and Comparative Analysis of Reform Options for Extending Health Care
Coverage in NeMexico. July 31, 2007. Final Report. Mathematica Policy Research, Inc.
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residents are already eligible for Medicaid angh@&entare eligible for subsidies on the New Mexico

Health Insurance Marketplace but are not enrolfe@hese residents could obtain coverage at little or

no cost but have elected not to enroll in the progrdime 201HSAwvould not impose an insurance

coverage mandate on individuaisemployers.The state may attempb automaticallyenroll all eligible

persons. However, this requires an administrative mechatoirath verify eligibility (i.e., the ongear

residency requirement) artd collect premiums when applicable. In @mvironmental scaof state

universal coverage legislative proposals, we diddentify any proposals that described an automatic

enrollment processh y'S I LILINR | OK F2 NJ & | daioRld e foAti@state sodptt YSy (¢ A
retroactive eligibility, in which provideasd facilitiescan be paid for services by enrolling blgpatients

after care has already been received. Retroactive eligibility is currentlinis&lg a SEA 02 Qa aSRAC
program. Thestate wouldprobablyneed to collect unpaid premiums through eoidyear tax returns.
Non-enrolledindividualswith de facb coverage through retroactive eligibilihaybe required to pay a

premium amount when filing their taxeSome individuals may perceive the premiums as tagesne

may alsgostponeenrolingin the HSP until they need care.

We assume that the state achieves universal coverage among eligible populations through retroactive
eligibility. In addition, we assurdehat individualswho do not qualify for premiwftee HSP enroliment,
would be required to pay premiums (collected through tax filings, ifssacg) regardless of whether

not they activelyenrolled in the HSPHowever, we il not assume that the uninsured who now gain
coverage under the HSP (in part, from retroactive eligibilitylid seek care to the same extent that
someone who was previously insurddaving access to care may not change behavior for those who
choose to be uninsured, because of financial, cultural, or other reaBmm®fore, we assumed that

Gil 1S dzL) rdiieatSn alpl@nifor @hih & jadividual is eligible) of HSP among the uninsured
would be similar to the takep rate for Medicaid and Marketplace financial assistance. For those who
are uninsured and do not take up HSP, we assumed their utilizatidd mailchange.

6. Benefits and Costharing

The legislation specifies that benefits must be at least as expansive as those offered to New Mexico state
government workers. The legislation does not specify whether more expansive benefits should be
offered. Thdegislation does allow for the possibility of the benefits package being expanded over time.
We assume that, during the fiveyear projection window, HSP benefits wouldsheilarto those

benefits currently offered to state workerghissuppositionunderliesour modeling ofassumptiors
regardingoeneficiary use and spending faralth careservicesAn assessment of the state work@kan

revealed that it@ctuarial value (percent of average tdtehklth carespending that is covered by the

plan) is similato an average ESI plaifhuswe assumed thahe use of services under the HSP would be
similar tothe use of services under an ESI plan, with adjustmentswarver of cossharing for certain
servicesand groups.

16 Banthin, J. et al. (2019)he Uninsured in New Mexi#ashington, DC: The Urban Institute.
https://www.urban.org/sites/default/files/publication/101427/the _uninsured in_new_mexico_final v3.pdf
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year after the implementation date of th¢SRo determine if and how lorterm care benefits should be

included in the plan. Medicaid cogdongterm care (LTC) benefits and accounts for more than half of

total LTC services (after excluding stiertn stays in skilled nursing facilities and home he#lthye

assume that LTC benefits will not be included in the HSP within-§esab projecion window. While we

allowed for Medicaidbeneficiariego be included in the HSP, we assdrtteat LTC benefits would be

provided to this population outside of the HSP.

We assume that total premiums would need to cover benefit spendingH8Fbeneficiarieand
administrative overheagdilthough we recognigghat some of these premium costs would be paid by
employersandre-purposedfederal andstate funds (e.g., Medicaid fundindg)e interpreed the HSAas
requiring a complete community ratinghere all individuals are assigned the same premium amount.
Howeveras many plameneficiariesnaynot be able to afford the full premium cosige assumed that
the HSP would have incorbased premium subsidies.

TheHSReqgislation provides little deilaon beneficiarycostsharingrequirements(e.g, coinsurance and
copayments)Section 33 states that tHéealthcard 2 YYA aadA 2y aYl & SadlofAak
a required copayment is determined to be an effective-€pgty (i N2 f THeSHSEA caNEhave cost

sharing levels comparable to typical Marketplace plans, typical employer plans, or haveshariogtat

all. Thestate may consider subsidies for kimcomebeneficiarieslike the Marketplace costharing

reduction plansHowe\er, chargindMedicaideligible HSBeneficiariesany costsharingmay be

disallowed under thé& (i | feder@ldMedicaid waivetower levels of costharing would have a fiscal

impact on the policy, both by reducibgneficiarycontributions and by induciregditional demand for
services.Higher levels of costharing may be burdensome toeneficiariesand lead patients to delay or

forego highvalue medical services.

In our review of state and federal regulations, we observed significant variation irs@idgmemium and
costsharing levels. Most proposals had little oeneficiarycosts at allWe modetd the fiscal impact
of the HSRundertwo premium and cossharing policy scenaries shown iffable2.3; (1) ACA
Marketplacgmodified) and (2) CommorEmployer PlanIn both scenarios, househsidould pay no
more than the full premium but may pay less depending on limits to what share of their income could be
paid in premiums. We alsonsidereccostsharing levels similar to those in thedicare forAmerica Act
of 2019'8 However, those results were similar to the Common Employer Rlaralsaconsidered
modeling a scenario without angstsharingfor any HSP beneficiary, but we viewed that model as
unrealisti¢ given the coss of the HSPOur modéthat used aCommon Employer Pldreferred to as ESI
Comparablejepresentsagenerais policy while the ACA Marketplaseenarioreferred to as AGA
Comparablejepresentsaless generousapproach

17 Collelo, K.J... (2018). FocuswWho Pays for LoAgerm Services and Suppdifashington, DC: Congressional Research
Sevwice.https://fas.org/sgp/crs/misc/IF10343.pdf
18 Medicare for America Act of 2019, H.R. 2452, 116th Congress. (2019).
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Table2.3. BeneficianfCost Assumptions across Scenarios

CostSharingActuarial
Values (AV))

Premiums

Premiunswould beestablishedso thathouseholdgay no more than a
fixed percentage of their income on plan premiufiitee percerdagewould
range from 3.09% fdrousehold with incomes at 138% FPL to 9.78% for

f/lce:tietplace <138% FPL: 100% AV household;wit.h ilncomes. above 400% F®Le note that the ACA
(Modified) 138% 150% FPL: 94% A Markgtplace Ilm{ts premium amgunts for households up to 400% FPL.
151% 200% FPL: 87% A| modified the policy to limit premiums for those above the 400% FPL.
>200% FPL: 70% AV
There would be no premium obligations Faruseholdwith income below
138% FPL
Premiunswould be set so thatouseholdsnust pay no more than a fixed
percentage of their income on plan premiums. This would range from 3
for householdsith incomes at 138% FPL to 9.78%hfawuseholdswith
Common <138% EPL: 100% AV incomes above 400% FPL. The minimum subsidy would equal 75% of
Emplger Plan premium cost.

>138% FPL: 83% AV

Householdsvith incomes below 138% FPL would have no premium
obligations.

7. Establishment of Payment Rates

In the proposalthe Health car€Commission would prepare a budget and negotiate Wéhlth care
providersand facilities A key assumption in propos#ir singlepayer systemis thatprovider/facility

administrative costwill be reducedas a result of reductions in physician, nurse, and administrative staff

time spent on billing and other insurandated activitiesAs a resultpayment ratesnaybe reduced
without inducing negative supply responseésme vieweductions irhealth careproviderfacility
administrative costs askey source of savings under a sifuagger system or similar health reform
efforts. Based on feedback at the public meeting, however, we agb(imsome scenariothat HSP

payment ratego providers and fadiles (also referred to as HSP pridefy\5 Sa il 6f A a KSR

y Sdzii NI £ ¢ :thafis,thaddaNgayineriradesto providers would be set equial total payment

rates prior tothe implementation othe HSP Public commenters noted thawith reduced

providerfacility administrative costbut neutral payment rates, New Mexico physicians and hospitals

may be able to reallocate any savings to improving their practices and the delivery Blealso
examined the potential impact ofducing thegrowth in HSP pricem the cost of the HSP

While the model assunddudget neutrality for HSP prices in aggregate by type of provider/facility

some scenarios or slower growth in HSP prices for ottivexdid not assume any particular distribution

of thesefunds across provider types and areas. For exani@es is significant concern regarding the

availability of primary and specialty care, particularly in rural areas in New Mekioder the HSP, the

Health carecCommission could increase HSP prices to rural areas, for exantpalp address

underserved areas. We implicitly assdrtteat changes in the demand for care as a result of the HSP

% New Mexico Legislative Finance Committee. (204glth Notes: Uncompensat€dre in New Mexico After the
Affordable Care AcNew Mexico Legislative Finance Committee.
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would be met by adequate supply. Appendix Dhowever, we assess whet there is currently an
adequate supply of physicians and nurses in the state.

Global budgeting is an innovative concept that moves reimburseimeindspitals and othenealth care
facilitiesaway from fedor-service to a prospectively set amount ofeauefor each facility® The idea is
to create an incentive for hospitals and othesalth cardacilities to reorganize how they deliver care.
Thelegislationstipulates thahealth cardacilities would be subject to global budgets uniierHSP,
although limited detail is offeredn how global budgets would be establishadr is there detaibn how
non-healthfacility providers would be pafdWe assume savings from global budgets in all our
scenarios, adescribedn the methods section.

The HSA calls on thealth caraCommission to seek savings on prescription drugs and other medical
supplies and equipment by, in part, using bulk purchasing. In all our scenarios, we assumed savings from
bulk purchasing of prescription drugs, as describébde methods section.

8. HSP Scenarios Modeled

In establishing the scenarios (varying policy assumptions), we focused on varying plan generosity and
provider/facility reimbursement levels. These key elements affect the cost of the plan; the more
generoughe plan (in terms of lower premiums costsharing), the more expensive the plan, while

reductions in provider/facility payments may be used to help fund coverage expansion. In some cases, the
HSP may be funded through existing revenue, while in oflsesahere may be a funding shortfall.

Therefore, we estimated the size of a general payroll tax needed to close any of the fundingssbortfall

a specific HSP scenario.

We examined 4 primary scenarios for structuring HSP (Table 2.4). The ficgnauios (1 and 2)

assume premiums anaostsharing similar to typical ESI coverage, while the remaining scenarios (3 and
4) assume premiums amostsharing similar to requirements under the federal ACA. In the first year of
all models, we establishgulovider/facility myment rates such that total payments foproviderfacility
category (e.g., hospital, physician, etc.) would be comparable to what the pfadiigr was paid prior

to the implementation of the HSPh some scenarios (1 and 3), grewprovider/facility payment rates

by the Consumer Price Index for Medical CareNIERInd in other scenarios (2 and 4), grew
provider/facility payment rates by GRIminus 1 percentage point.

20Berenson, R.A., et al. (2016)obal Budgets for Hospita&Washington, DC: The Urban Institute.
https://www.urban.org/sites/default/files/05 _global budgets for hospitals.pdf

21 We recognize that global budgets under the HSP may generate syitersavings on health care spending through
reductions in utilization of hg#alizations. These types of savings will be factored intsithelation model but do not
represent policy assumptions for nproposed features of the HSP.
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Table 2.4. Health Security Plan Policy Stena

ESIComparable ACAComparable

Policy Issue Scenarid Scenari® Scenario 3 Scenario 4

HSP Standard

Policy Assumption See Table ES1

Costsharing would be similar to the average employer plan (based o
actuarial value). No cesharing on preventative services. No esfsiring for
Native Americans or Medicagdigiblebeneficiaries

Costsharing would be similar to thAffordable Care Act (ACAo costsharing
on preventative services. No cestaring for Native Americans or Medicaid
eligiblebeneficiaries

Costsharing

Individual responsibility for premiums would be modeled on the avera
employer plan. HSP beneficiangso would be eligible for lower premium
on the ACA Marketplaces would pay less. HSP beneficiaries who a

Highincome HSP beneficiaries (>400% Federal Poverty Level) would |
responsible for paying full premiumdSP beneficiaries who would be eligib
for lower premiums on the ACA Marketplaces would pay less. HSP benefi

Premiums

Medicaideligible would pay no premiums.

who are Medicaigetligible would pay no premiums.

Payment Rates to
Provider#~acilities

Payment rates would be
established such that total
payments for the providdiacility
category(e.g., hospital, physician|
etc.)would becomparable to what
the provideffacility was paid prior
to the implementation of the HSP|
Prices would be adjusted for
medical inflation as determined b
the Consumer fice Index for

Medical CaréCPiM).

Payment rates ithe initial year of
HSP would bthe same as Scenada
and 2 In subsequent years, rates
would be inflated by C#M minus 1
percentage point.

Payment rates would be establishe
such that total paymes for the
providerfacility category(e.g.,
hospital, physician, etajould be
comparable to what the
providerfacility was paid prior to the
implementation of the HSP. Prices
would be adjusted for medical
inflation as determined by th@PiM.

Payment rates ithe initial year of
HSP would bthe same as Scenasga
and 2 In subsequent years, rates
would be inflated by CR minus 1
percentage point.
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current revenue sourcesvailableo pay for the plan. The key questions addressed by the study are:

T 2K ¢2dZ R BSRbst théSstatkD 2 Q &
I Wouldcurrent revenue sourcdse sufficient to cover the cost of the HSP?
1 What wouldbe the economi@nd fiscalmpacs of adopting the HSP on New Mexico?

In this section, we present an overview of our approach, the development of the analytic database to
condud the study, and specific model assumptioiée have prepared detailedTechnical Supplement
onthe construction of the analytic databae aseparate documeravailable at
https://www.knghealth.com/fiscahnalysisof-the-new-mexicehealth-securityactplan/).

A. Overview of Approach

We used a microsimulation model to estimate the effects of the HSP on health insurance coverage and
spending. Based on fimgjs from the microsimulation model, we estimated the cd$1SRo New

Mexico and compared these costs to existing sources of revenue, including payments from individuals
and employers and repurposed federal and state payafenprivate (i.e., Health sfurance Marketplace
Plans) and public insurance (i.e., Medicafdjditionally we estimated the economic impact of HSP and
the implications for state tax revenue.

To simulate the impact of HSP on insurance covehagdth careutilization, and spending, we started

with the KN@Health Reform Model (KNEERM), a microsimulation model to estimatalth insurance

coverage anthealth carespendingunder varioushealth reform effort$223 We then modified the model

to incorporate NewMexicod LISOAFAO RIFGF 2y (GKS adl dSQa L2 Lz dAz2
uses an iterative process to estimate coverage chdiegdth careservice use, spending, and premiums

as coverage affecteealth careuse and spendingvhich in turninpact premiums and coverage choice

(Figures.1).

22 KNG Health Consulting. (2019). KNG Health Reform Model. Rockviliepstwww.knghealth.com/knédpealth
developshealth-reform-model/

22 Saavoss, A. et al. (2019). The Impact of Medicare for America on the Employer Market: Technical Appendix. KNG Health
Consultinghttp://www.knghealth.com/kngwp/wgcontent/uploads/2019/10/KN&lealth The lmpactof-Medicarefor-
Ameri@-TechnicalAppendix10162019.pdf
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Figure3.1. Overviewof the KNGHealth Reform Model

Coverage
Choices

Insurance “ Health Care

Premiums Service Use

Population

Health Care Characteristics

Health Care Prices Spending
Workforce

Characteristics

The Cogtof the HSP Understanding the casbf the HSRequires estimates of the number odvered
individuals and the cost of thealth careservicesthey receive plus administrative costs. The intént
the HSHs to cover all New Mexico residents, except for those with available coverafyeraivih a
seltinsuredgrouphealth planand individuals not eligible for the HgEr{erally those with <12 months of
New Mexico residengyWe assunetautomatic enriment ofeligible individualbased on a
retrospective enrollment process. Thus, in our model, all individuals eligitite f88P may immediately
access covered servicedthough our modedlid not assume thathey all accessare immediately.
Instead, our modeakecognizedhat some newhinsured individuals in New Mexiamuldfully access
services, while othemsould not andwould rathercontinue to behave as if they are uninsured even if
they are eligible to receive servicender the HSP at little or no cékt.

While enrollment is automatic for those eligibbe the HSP, there is still uncertainty over the size of the
population enrolled ithe HSP because tife unknown response of employensd employeesaround

the stake. The introduction othe HSP could result Bmployers wittselfinsuredgroup healthplans
dropping coverage and their employees participatirntgerHSP. It is also possible that employers who
previously offered fully-insuredgrouphealth planmay svitch to offering selinsured coverageWe
modekdthe decision ofirms with aseltinsuredgrouphealth planto continue to offer coveraggsee
below for further discussion on our modeling approach for firrhljwever, we assurde¢hat firms

24 As discussed below, we operationalized the assumption that not all-mswhed individuals will fully access services
underthe HSP by assuming smaller increases in the use of services among the uninsured whoRjamest&{f& than
suggested by the literature.
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offering a fullyinsured plarwould not become selinsuredunder the plan. Instead, we assumed
employeesat these firms with fulynsuredgroup healthplans in baselineould obtain coverage through
the HSP.

With information on those enrolled in HS# estimate health careutilization and spending based on
characteristics of the HSP population (e.g., age, gender, race/ethnicity, and health status and conditions)
andthe priceschargedior services. We assuohdzii A f AT I GA 2y OKIl of@@getypeda 'y AYyR
changes from less generous to more generous coverage. In addition, wedlafiombursement rates

for health careservicego vary by payer. We estimatéotal spending for an individual as the sum of the

number ofhealth careserviceanultiplied by the price per service.

Revenue Sources to Pay for 8P We accounted fofour primary revenue sources to pay for the HSP.
These include

Premium and oubf-pocket(OOP¥kpending by New Mexicans enrolled in the HSP;

Employer contributiongo the HSP

Federal and state spending for Medicaid, enrolliment on the Marketplace, and public warkers
Lost private health insurance tax revenue.

b

HSP beneficiary spending on premiums and OOP spending to support the plan vary by scenario, with
higher collections from beneficiaries under the Acdparable scenarios than under the-&@hparable
scenarios. We assuhéhat employer contributions are established so that employers participating in

the HSP pay into the program, in aggregate, the sanoeiainthey would pay toward ESI in the baseline.
As a result, employers who do not offer coverage in baseline will pay more under HSP, while those
employers who offer coverage in baseline will pay?fess addition, we assungethat estimated baseline
federal and state spending for Medicaid, financial assistance for those obtaining coverage on the
Marketplace, and funding for public employees would be available to fund the HSP. Finally, with private
insurers largely replaced by the H&® accounted for ki premium tax revenue when assessing revenue
sources to cover the cost of the HSP.

Economic Impact of thdSP Health carespending changes from tt¢SRvouldresult in additions to

output and income as the demand for, and provisiomed#jth careservces increases, from more

intense utilization of existing resources and the addition of capital investment in the state. We chlculate
the in-state economic contribution of spending under th8Rusing the IMPLAN model of the New

Mexico economy, which exglly models the degree to which inputsgoods and servicese provided

by businesses in the statd.he modeling using IMPLANneratal direct and indirect impacts of the new
spending on related state sectay$or example, an increase in physician office visits gersaiatandirect
demand for office spacandmedical support staff. The full diremtdindirect impacts on households

25 This occurs because firms not offering coverage in baseline did not contribute toward worker premiums. Given our
assumption, these firawould have to make contributions to HSP under the plan. The contributions from firms who did not
offer coverage in baseline offset the contributions required among firms that offered coverage in baseline to keep aggregate
contributions the same under belne and under the HSP.
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andbusinesses in each sector are reported as changes relative to the baseline from the date of plan
implementation to 5 years beyond.

B. Analytic Database

To complete the study, we developed a comprehensive andftabasgalso referred to as the analyti
file) that includes information on New Mexican residents and empld$esTechnical Supplemefur
further detailat https://www.knghealth.com/fiscanalysisof-the-new-mexicehealth-securityactplan/).
We developed the analytic database to cover our assumed initial yiertdER2024) and the four
subsequent yearsThe residentlatainclude baseline estimates for demographic information, chronic
conditions, utilization rates, and spending patterns. The empiiayainclude baseline data on a set of
synthetic firms offering coverage and characteristics of offered health planstoMged employed New
Mexicandnto a synthetic firm.

Our analytic file is basexh the American Community Surv@yCS)whichincludes information for a large
nationally representative sampié the U.S. populatioand isused toconduct analyses at thegtional,
state, and local levef® We combined 2016, 2017, and 2018 A@®and limited it to individuals in New
Mexica Weexcluded those on Medicarthoseresiding ininstitutionalgroup quartergi.e., orrectional
institutions mental institutionsand nstitutions for the elderly, handicapped, and ppand those
covered under a military health insurance program. Our final sample includes 41,783 observations
representing individuals residing in New Mexico. We supplemented the ACS with Newalgxico
national data sources to populate our analytic file with necessary fields 8Tgble

Table3.1 Key Data Sources

Data Base Description Uses

Baseline demographidisability, health
insurance coverage, and income for
analytic file

20162018 Representative Survey of

American Community Survey (ACS) New Mexicans

Calibrate New Mexico Medicaid
State Medicaid enrollment enrollment in the analytic file to
administrative data

CMS Monthly Medicaid Enrollment
Files

26 United States Census Bureau. American Community Shitigsz/www.census.gov/programsurveys/acs

27U.S. Census Bureau. (2019) American Community Survey [Daltdtgetjwww.census.gov/programsurveys/acs
28 Centers for Medicare & Medicaid Services. (202¥)S Monthly Medicaid Enrolimefi@ata file].
https://www.medicaid.gov/medicaid/n@nalmedicaidchip-programinformation/medicaidchip-enrollment
data/monthlymedicaidchip-applicationeligibility-determinatiorand-enrollmentreportsdata/index.html

19


https://www.knghealth.com/fiscal-analysis-of-the-new-mexico-health-security-act-plan/
https://www.census.gov/programs-surveys/acs
https://www.census.gov/programs-surveys/acs
https://www.medicaid.gov/medicaid/national-medicaid-chip-program-information/medicaid-chip-enrollment-data/monthly-medicaid-chip-application-eligibility-determination-and-enrollment-reports-data/index.html
https://www.medicaid.gov/medicaid/national-medicaid-chip-program-information/medicaid-chip-enrollment-data/monthly-medicaid-chip-application-eligibility-determination-and-enrollment-reports-data/index.html

E?

ChA& Ly E o8

Data Base

Description

Uses

CMS Medical Loss Ratio Public Use
File®

Health insurance companies spending
health care and administrative costs,
such as salaries and marketing

Calibrate norgroup enrollment in New
Mexica

HCCI Annual Repéftt

2017 Employesponsored insurance
utilization, price, and spending data

Scaling of health care prices, utilizatic
and spendingn ESI and nogroup
coverage and the uninsured

Managed Care Expenditure Rep#rtg

2018 Medicaid enroliment and health
OFNB dziAtATFOAZY
Medicaid Managed Care Organization
(MCO) plans from the New Mexico
Human Services Department

1 Medicaid spending and health care

service utilization to match
administrative data benchmarks

FormCMS6432

2018state expendituresrackedthrough
the automated Medicaid Budget and
Expenditure System/State Children's
Health Insurance Budget and
Expenditure System

Scaling of Medicaid sending.

Medical Expenditure Panel Survey

(MEPS}

Largescale surveys diouseholdsand
individuals, their méical providers, and
employers MEPS tracks individual
characteristics, health status, and healf
care utilization

Estimate health care utilization and
spending for observations amanalytic
database; Scaling health care spendil
for those on ESI to mett New Mexico
specific employebased premiums

New Mexico Emergency Departmer,
(ED)EncounterData®*

2017 state ED database containing
encounters for all ED visits in New
Mexica

Scaling estimated ED utilization in Ne
Mexico to match administrative data

New Mexico Hospital Inpatient
Databasé®

2017 state inpatient database containir|
discharge records for all hospital
discharges in New Mexico

Scaling estimated inpatient hospital
utilization in New Mexico to match
administrative data

2 Centers for Medicare & Medicaid Services. (20@8}lical Loss Ratio Data and SysteesourceiData set].
https://www.cms.gov/CClIO/Resources/DRasources/mlr

30 Health Care Cost Institute. (2018017 Health Care Cost and Utilization Refjzata set]https://bit.ly/3b2K89y

3! Provided by the Legislative Finance Committee to the KNG Health team

32 hitps://www.medicaid.gov/medicaid/financiaianagement/stateexpenditurereporting-medicaidchip/index.html
33 Agency foHealth care Research & Quality. (20¥@dical Expenditure Panel Suri@sta set].
https://www.meps.ahrqg.gov/mepsweb/

34 New Mexico Department of Health. (20Efergency Department Data Annual Refizata set].
https://nmhealth.org/data/view/systems/2229/

35 New Mexico Department of Health. (201Hpspital Inpatient Discharge Data Annual Rejata set].
https://nmhealth.org/data/view/systems/2216/
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CalibratingCoverage in AC®/e compared New Mexico Medicaid enroliment and-gimup enrollment

in the ACSo enrollment reported in several administrative data souf&&sn the ACS, Medicaid
enrollment was lower than enrollment counts reportedha CMS monthlyviedicaid enrollment reports.
Conversely, negroup enroliment was higher than enrollment estimates from the Medical Loss Ratio
Public Use Files. Similar discrepancies in the ACS have been observed by other re§darchatsh
these administrative benchemks, we reclasg#fd some norgroupbeneficiariego having Medicaid
coverage inthe baseline. When reclassifying respondents to Medicaid coverage, we pudhitze
respondents who are Medicadaligible and preservithe ratio of adults to children isach program. We
also reclasdié#d a small number of Medica#ligible individuals with Medicare or military coverade
Medicaid.

New Mexico Population Projectionale projected the New Mexico population to thg&ar period from

2024 through 2028 uisg data from the U.S. Census Bureau. We obtained population projections by age,
gender, race/ethnicity, and nativity status. We then updated the ACS weights for future years to reflect
the changing composition of the New Mexipopulation.

Estimating alth Care Utilization and Spendiilge assigned healtdare utilizatiorratesandpricesto
each individual in our ACS sam@imcea comprehensive gllayer claims database does not exist for
New Mexico, we developed utilization and spending estimates using a regitesséohapproach based
on data from theMEPS® and scaled these data to match administrative and other data spechiew
Mexico.

For nonelderly adults, we estimatihealth care utilization using data from the MEE® large household
survey that tracks individual characteristics, health status, and health care utilization. We used-the 2014
2016 MEPS to devel&regression models to predict health care utilization for the following categories:

Hospitalizations

Outpatient hospital visits
Emergency roortER)isits
Physician visifand

1 Prescription drug fills and refills

= =4 —a -

Each model included the survey year and a series of covariates, including demographic, family structure,
general health status, disability, healthy behaviors, and chronic conditions. We developed utilization
estimates for children by age using data from HCCI.

36 Center for Medicare & Medicaid Servicg€018) Medical Loss Ratio Public Use [Bifga set].
https://www.cms.qov/CCIlIO/Resources/DRasources/mlr

87 Kaiser Family Foundation. (20I®}fal Monthly Medicaid and CHIP EnrollnjBratta Set]https://www.kff.org/health
reform/state-indicator/totaFmonthlymedicaidand-chip-enrollment

38Lynch, V. et al. (2011improving the validity of the Medicaid/CHIP estimates on the American Community Survey: The
role of logical coverage editd.S. Census B&au.https://www.census.gov/content/dam/Census/library/working
papers/2011/demo/improvinghe-validity-of-the-medicaidchip-estimateson-the-acs.pdf

39U.S. Agency for Health care Research and Quality. (X). Medical Expenditure Panel Survey.
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We adjuseéd our estimate of health careservice utilization by Native Amemsa Oumodeling approach
suggest arelativelyhigh utilization of services by Native Americans because they have high rates of
disability and chronic conditions, relative to others with similar insurance covétageverour results

on service utilization (which will translate to higher spendingounter tofederal spending ohealth

services for Native Americaas well as anecdotal evidence. In 2017, for exari@dndian Health

Service (IHSpent $4,078 per user of IHS health care services, where U.S. national health care spending
was moe than 2.3 times highéf. WhilelHS per user spendiig@a low estimate oNative American

health carespending becaustheyreceive care from noetHS funded providerspservations from MEPS
suggestt may beappropriate tofurther adjustspendingor Naive Americangwe do not control for

Native American stattia our MEPS regression modelEherefore, we used MEPS to estimate spending

for Native Americans and others by broad age groups. We then calculated a ratio of average per person
spending by aggroup between Native Americaand the overall average. We adjusted all utilization for
Native Americans in our database by these ratios.

To develop estimates of spendjmge multiplied our estimates of health care utilization by prices, using
servicespecific unit prices which vary by payer. Prices vary by age, gender, and location within the state.
Initial prices are set for commercial and Medidmdeficiarieaising daa from the HCCI and the New

Mexico HimanServicesDepartment (HSD)Yollowing findings from the literature, we assdamainsured
individuals payon averageMedicare prices for hospital care and commercial prices for physician
services't*? We inflated prices to 2024 using projections from the National Health Expenditures

Accounts. For future period20252028) we inflatal prices by the Consumer Price Index for Medical

Care as specified in thdSA

We assume individuals would pay different prices iehchanged insurance coverage. For each payer

and service category, we developed assumptions for average payment levels (prices) relative to Medicare
in New Mexico. For this exercise, we reviewed a variety of published resources fl@omgjnessional

Budget Office®*4 the HCCY, the Kaiser Family Foundati§rthe RAND Corporatitihhand the Medicaid

40|ndian Health Service. (2028)S Profildndian Health Service. https://www.ihs.gov/newsroom/factsheetgfibide/

41 Melnick, G.A. & Fonkych, K. (2008). Hospital Pricing And The Uninsured: Do The Uninsured Pay HidtesltPrices?
Affairs 27 (Suppl 1https://www.healthaffairsorg/doi/full/10.1377/hithaff.27.2.w116

42 Gruber, J. & Rodriguez, D. (2007). How much uncompensated care do doctors préledéf Eco26:11511169.
https://economics.mit.edu/files/6423

43 pelech, D. (2038Working Paper: An Analysis of Prifat8 O i 2 NJ t NA OSa FT2NJ t KeaA @il yaQ { SN
Congressional Budget Offitetps://www.cbo.gov/publication/53441

4 Maeda, J.L& Nelson, L. (2017An Analysis of Privafeector Prices for Hospital Admissions: Working Papei02017
Congressional Budget Offitetps://www.cbo.gov/system/files/115thongress2017-2018/workingpaper/52567
hospitalprices.pdf

4 Johnson, B., et al. (2026)ealthy Marketplace Indekealth Care Cost Institute.
https://www.health®stinstitute.org/research/hmi

46 Kaiser Family Foundation. (201dedicaidto-Medicare Fee Indekttps://www.kff.org/medicaid/state
indicator/medicaieto-medicae-fee-index/

4TWhite, C. & Whaley, C. (201Byices Paid to Hospitals by Private Health Plans Are High Relative to Medicare and Vary
Widely RAND Corporatiohttps://www.rand.org/pubgesearch_reports/RR3033.html
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and CHIP Payment and Access Commi&siagure3.2 shows the price ratios that we used to adjust
spending

Our model assued that health careprovider supply would be adequate to meet any increases in
demand forhealth careservices under the HSP. We conducted an analysis, repoApgeémdix Dto
assessvhether current provider supply is adequate to meet demand

Figure3.2 AveragePricesRelativeto-Medicare byPayer andServiceCategory

320%

165%

137% 137%
105% 100% 105% 100% 100% 100%
89%
53%

Inpatient Admissions Qutpatient Department Visits Physician Office Visits Prescription Drug Fills

B Commercial Medicaid Uninsured

SourceAnalysis bKNG Health Consulting

ScalindHealth cardJtilization, Prices, and Spending/e scaletiealth careutilization and spending to
match aggregate administrative data from New Mexicappsopriate. We scaled using the following
stepwise approach:

Scaled pecapita spending rates obtained frahe MEPSnodel to ESI levels usikigCCtata;
Scaled hospital inpatient and ED-papita utilization to New Mexico -glayer data;

Scaled speridg for individuals on ESI to match New Mesjgecific premiums from MERS1d
Scaled per capita Medicaid spending to Medicaid expenditiuma the 2018NewMexicoCMS64.

hwn e

New Mexico Synthetic Firm File Developmértie datasets used in the synthéiiim analysis are the ACS
(20162018) and the Current Population Sur¢€®S20162018). We grouped working ACS respondents
into a synthetic firm. The ACS indicates whether the respondemésnployed but does not include
information on the size of thérfn where they are employed. Because employer insureaiges

significantly by firm size, we used the CPS data to impute firm size. Firms were classified into 5 firm size

categories: (1dewerthan 10 workers; (2) 10 to 49 workers; (3) 50 to 100 work&)y<;00 to 999

48 Medicaid and CHIP Payment and Access Commission. k2&&di¢aid Hospital Payment: A Comparison across States
and to Medicarehttps://www.macpac.gov/publication/medicalibspitatpaymenta-comparisoracrossstatesandto-
medicare/
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workers; and (5) more than 1,000 workers. We calibrated the imputed ACS private sector firm size to
match the distribution for New Mexicotime MEPSnsurer/EmployeComponent (IC)

2S | aaA3day SR S| O Hkealth/cdverag@ffddstStddsing vagohsiViERStables (by firm

size, industry, and income quartile) and made adjustments as necessary to ensure consistency between
ESI offer an&SI enrollment Next, we combirtethe ACS workers into synthetic firms based on the
following hierarchy of characteristidsealth coverageffer status, firm size, industry, regi@nd state.

We populatel each ASC synthetic firm until itchhe samenumber of employeeas the midpoint of the

firm size categoryWe treated alfederal government employees as working for the same firm. We

treated other government employees residindNiew Mexicaas being employed by the same firm. We

also assumed that all local, staé@d federal government employees have access to ESI covarhge a

work in a firm with more than 1,000 employees.

C. Simulating Health Reform Proposals

We use our analytic file to estimate the effects of th&SFon enrolimenthealth carautilization, and
spending. Even with the policy aspects ofHisPandour policyassumptios (see Sectionl of this

report), we needdto develop model assumptions related to individual and firm behavior and the effects
of changes in coverage on medical spending. In this section, we present our model assumptions for
simulating the imact ofthe HSP

1. Enrollment

We simulated individual enroliment decisions using a series of decision rules. These decision rules are
summarized in Tab®&2 We assumgnon-working people who have resided in New Mexico for less than
one year would not enroll ithe HSP because they would be ineligible. The following populations would
be automatically enrolled ithe HSP:

Uninsured populations;

Nongrouphealth planbeneiciaries

Workers enrolled in aufly-insuredgrouphealth plan offered by theemployer; and
1 Medicaidbeneficiaries

=a =4 =4

For individuals coverday (i K S A NJ S élEilis@addsaNibéalthplan, enroliment would be
voluntary. We assungea portion of this population would choose to enroliia HSP based on the cost
of coverage and their income (TaBl&). However, those with employer coveragayfavor staying with
that employer coverage, if available, and only choose to entbkt iHSP if their employer coverage is
unaffordable We chose not to include Medicabeneficiariesn our model scenarios.
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Table3.2 Assumptions Guiding Individual Enroliment Decisions

Group HSPPolicy Enrollment Assumpticen

Wouldnot enrollin theHSP, unless working. If
ineligible forthe HSPwould maintain existing
coverage unless that coverage becomes
unavailable or unaffordable.

Residents living in | Ineligible fothe HSP but could be eligibl
New Mexicofor less | if moved to New Mexico to acceph
than one year employment offer.

Medicare He_alth care(:ommsspmvouldsggk . Wouldnot enroll inthe HSRluringinitial 5 years
. waivers to cover Medicateeneficiaries L _ .
beneficiaries inthe HSP Wouldmaintain existing Medicare coverage.

If income is under 138% FRlould enroll inthe

HSP.
Workers Enrolled in
9 YL 226 NI May voluntarily enroll ithe HSP If income is above 138% FBhemployeewould
InsuredGroup ' drop ESI if the Effemiumwould be unaffordable
HealthPlan according to theACAbased affordability
standard. Otherwise would maintain ESI.
Medicaid Health care’;ommlss.lon. would see k. .| Medicaidbeneficiariesvould be automaticall
S waiver to cover Medicaid beneficiaries i -
beneficiaries HSP. enrolled inthe HSP.
All other New Automatically enrolled ithe HSP, except

Mexico residents | for ineligible groups. Wouldenroll inthe HSP.

Implementinghe HSRould lead employers with a satsuredgroupplan to stop offering insurance
coveragdf doing so would result in significant savings to the firm and its employees. We defined the
savings from dropping coverage as the difference in costs between a scenario where the firm offers
coverage and a scenario where the firm drops coveimug faricipatesin the HSP). If these savings
exceed a minimum savings threshold (686 of annual payrél), we assumed the firm drops coverage
and its employees enroll the HSP. The cost components considered in our savings calculation are
defined in Tabl&.3. If a firm drops coverage, we assumeeialployeesnove intothe HSP.

49We establishd the threshold 45% because, in prigiNG Healtlanalyses, this threshold resuitspredictedemployer
health insuranceffer patterns similar to those observed in the .lfger implementation of the Affordable Care Act
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Table3.3 Selinsured Employer Decisions to Offer Coverage: Cost Components Considered

Cost
Component

LT GKS SYLX 28S8SNJ YI Ayl

LT GKS SyLiX 2&88NJ

Premiums for
workers and
dependents,
net of subsidy

The sum of:
1 The employeend employer§share of ESI premiums fq
those takingup ESI coverageduced by the enrolling
K 2 dza S khardingl @ rate; and
1 HSPRpremiums for those opting out of ESI coggra
reduced by the incombasedHSPsubsidy.

HSP premiums for all workers and
dependentgeduced by the income
based HSP subsidy.

Outof-Pocket
Costs

Out-of-pocket health costs of the workers and dependents
either participating in the ESI plan or receivingerage
throughthe HSP.

Outof-pocket health costs for workers
and dependents receiving coverage
throughthe HSP.

Other Costs

The internal HmanResourcesadministrative burden of
offering coverage.

None.

2. Health Care Spending Impacts under&P

The availability of H3Rayinfluence health utilization and spending through several mechanisms:

1) Health care prices

2) Administrativecostsavings

3) Coverage gains

4) Costsharing changes

5) Use of global budgets on health care providars
6) Bulk purchasingf prescription drugs.

Health Care PriceBor theHSPwe set initial prices so that average prices paid for progeameficiaries
are similar to what would have been paid for thbsaeficiariesinder current law. As most HSP
beneficiariegpreviously hadMedicaid or commercial coverage, this resdih HSP prices approximately
halfway between Medicaid and commercial ratespraposedby the legislation, we inflatEHSP prices
using projected growth in the Consumer Price Irfdeedical Caréor by CRPRM minus 1% point)

Administrative Costs and Savinggey potential cost savings frahe adoption of theHSRvould be
reduced administrative costs from both the payer bedlth careprovideror facilityperspective. We
discuss our assumptis regarding payesideadministrative costs in the sections describing our
development and assumptions regarding premiums (see below). With respect to psidaler
administrative costsesearch suggests that U.S. hospital administrative costs ags Higin in other
countries that either have singpayer systems or more tightly regulated mphiyer system& Hospital

50Himmelsein, D. U. et al. (2014). A companis hospital administrative costs in eight nations: US costs exceed all
others by farHealth Affairs33(9), 15861594.
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and other health care provider administrative costs arise dtien®spent byphysiciansnurses and
administrative stafon billing and insuranceelatedactivities relative to the timdeliveringcare.

Weexaminedhe portion of provideispecific costshat arelinked to administrative activities and could
potentially be reduced under the HSP.

T

T

Total healthcarerelatedadministrative costs in hospitaBollowing the methodology in Himmelstein

etal (2020°'x ¢S dzaASR (GKS aSRAOINB O2ai NBLER2NI&a G2 Of |
G Ot By MOBEISRR & 2 (i K Bhaldminktativs igadl Balcdlated as Administrative

costg (Administrative costs + Net Clinical Expenses). Administrative costs include administrative

expenses plus a portion of expengtest | NB  Of | & & AéF ASSER YLt SAY AZERS RYAESR S
include interest expenses, empt®e benefits expenses, and maintenance expenses. The portion of

mixed expenses included in administrative costs is based on the share of administrative expenses in
theK2a LA GFf Qa 21N iGAy3 SELISyaSao bSa OtigEHINE &
SELSyasSa yR RSRdzOG Ay 3¢ SERHISYWLASHE OX # aRihtdE NIRS B L3S yox
andresident program costs, research costs, and nursing home costs.

'aAy3a bSs aSEAO2 K2ALMAGL & dthaatGakdddriskdBve Gatst G NB L2 NI
account for 24.5 percent of total hospital expenses (Himmelstein (@020)reported a national
administrative load of 26 6erceny.

[ 1 fO0dzEf F GAYy3 GKS | RYAY A a\Weibed daé Font tBRCR0142918 LIK & a A OA |y
limited to employees in physician offices in New Mexico. Following Himmelstei2@28), we

OF GSI2NRAT SR SYLX 28S8S& &y duBaNdper®!| ( FR2 BE B2 ¥ 5O WABrPRS 2
data on average working hours and annual incomes to ce¢bktotal costs in physician offices in

New Mexico. To calculate administrative load, we used estimates from Morrg2éx4lp>for

practicewide time spent oradministrationrelated activities per physician. These activities included

time spent on fomularies, claims/billing, credentialing, quality datad prior authorizations. Using

these estimates, we estimat@dministrative costs account for 27.6 percent of physician practice

costs (Himmelstein el.g2020)eported a national administrative &al in physician offices of 21.8

percen).

In studies comparing provider administrative costs between countries with different payer systems,
singlepayer or tightly regulated muliayer systems had lower administrative costs of up to 60 pettent.
Althoudh we do not directly incorporate potential proviegde administrative savings into our HSP

modeling, these potential savings may be reflected in HSP prices paid to providers as negotiated between

51 Himmelstein, D.U. et al. (2020) Health Care Administrative Costs in the United States aad2Da@aénnuals of

Internal Medicine https://hcamn.org/wp-content/uploads/2020/01/AdrCosts2017.pdf.

52Morra, D. et al. (2011)S Physician Practices Versus Canadians: Spending Nearly Four Times As Much Money Interacting
With PayersHealth Affairs: 30(8https://www.healthaffairs.org/doi/full/10.1377/hlthaff.2010.0893

53Gee, E., & Spiro, T. (201BXcess Administrative Costs Burden the U.S. Health Care Sgstnfor American
Progresshttps://www.americanprogress.org/issues/health care/reports/2019/04/08/468302/exadéssnistrative
costsburdenu-s-health-caresystem/
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the Health careCommission and New Mexibealth careproviders and facilitiesTherefore, we modeled
scenarios that assume slower growth in HSP prices than the maximum allowed under the HSA.

Utilization Changes due to Coverage Gainsndividuals gain coverage and gain better access to care,
their utilization is likely to increase, although some utilizagiparticularly in the longerm, may be

offset by reductions in other types of services. Using a randomized controlled trizdepphe Oregon
Health Insurance Experiment studied the effect of expanding Medicaid on several key outcomes,
includinghealth careuse and patient outcomes, during the first two years of the progfaho.
randomizebeneficiariesthe state drew names bgttery for its Medicaid program for leimcome and
uninsured adults. An evaluation of the Oregon Health Insurance Experiment found that previously
uninsured people gaining Medicaid coverage increased inpatient utilization by 30 penterfency
deparimentutilization by 68 percent, physician visits by 50 percent, and prescription drug usage by 15
percent>® As a randomized experiment, the Oregon Health Insurance Experiment offers the strongest
evidence on the impact of gaining coveragdhanutilization of services.

We usal the results from the Oregon Health Insurance Experimemizioe a ondime adjusment to the
utilization for New Mexicans gaining coverage under the HSP. However, wedatpiststimated

effects to recognize that not all thoserently eligible for no or lowosthealth cardan the stateare

currently enrolied in available health insurance coverage. Thus, it is reasonable to assume that gaining
coverage inthe HSP through retroactive enrollment may not induce the previouslgwnd to utilize
services the way an insured individual would utilize services. We iaditig effects from the Oregon
Health Insurance Experiment by the estimated proportion of indiweligible for Medicaid and

subsidies on the Marketplace who ¢alip coverage in New Mexico (approximately 88 percémipther
words, we reduced thehange irutilization implied by the Oregon Health Insurance Experiment by 12
percent. Public commenters raised concern with our use of findings from the Oregon Healdnce
Experiment because of different demographic profiles in the states and for other reasons. Theeefore, w
assessed the sensitivity of our findings to the assumptions reganeinglization of services by those
previously uninsured prior tithve implementation of the HSP.

Utilization Changes due to G&laring Reductionsower cosssharing is likely to induce additional
utilization. For example, the RAND Health Insurance Experiment foundltihpeecent decrease in cost
sharing was associatedth a2-percent increase in utilizatidhWe used this empirical relationship to
adjust utilization for changes in coverage generosity.

Utilization Decrease due to Global Budgétsbal budgets dénk health facility revenue with volume,
whichmayencaurage efficienies in thenealth caresystem U.S. experience with global budgets is
limited as is published research of its effects on spendesgarchers have found that global budgets in

54 National Bureau of EconderResarch. The Oregon Health Insurance Experiment
https://www.nber.org/oregon/1.home.html

55 Finkelstein, A., et al. (2012). The Oregon Health Insurance Experiment: Evidence from the Hingt Qeaerly
Journal of Economic$27(3), 10571106.https://academic.oup.com/gje/artictabstract/127/3/1057/1923446

5% Newhouse, J. P. (1998)ee for all? Lessons from the RAN@BIth Insurance Experimehtarvard University Press.
https://www.rand.org/pubs/commercial books/CB199.html
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Maryland resulted ispendingdeclines of 4.@ercentfor Mediare fee-for-servicebeneficiaries but no

statistically significant change for thos&@mmercial plan%’We assume global budgeting would result

in a2-percent reduction in spending foealth cardacilitiesin New Mexico (the average between

al NEfl YyYRQ&a SELISNASYOS maund mpiiBtiorG NB | yR O2YYSNDAL f

Bulk Purchasing of Prescription Dri@sst containment strategies to procure prescription drugs to

reduce consumer costgsecoming to the forabnt as a way to reduce state budgets. In the 2019 New
Mexico legislative session, the state has identified cost containment as an important issue. The legislature
passed SB 131, which establishes an Interagency Pharmaceuticals Purchasing Council ¢ndexmshm
containment strategies and opportunities on procuring prescription drugs and other benefits for
constituent agencies, constituent agencies purchasing in the private sector, and for New Mexico residents
in the private sector (SB 131158

One suh cost containment strategy is bulk drug purchasing. We revipwalitly available information

to identify the potential cost savings states have saved from participation in a drug purchasing program
(Table 34). The literature omstate savings frormonsolidating drug purchasing is spaesethe

information is either not publicly available, outdatedestimatesare not tied to data. For example,
California enacted an executive order last year to consolidate drug purchasing for its Medicaid program
that isestimated to save aboutfrcentor $150 million a yeabased on statements from leaders in the
state. Vermont reported thait saved about Bercentfrom participating irabulk drug purchasing

programin 2008

Followingour review we chose taisean estimatdrom a New Mexico LFC fiscal impact report on SB 131.

¢KS NBLER2NI OAGSR | FAYRAY3I (KFG aXodz { LIzNOKF &aAy3
of spend. Using that metric, the state could potentially save between $14 miltich35 million

Fyydz- £ & gA0K 0 thivgchdsiaNIB&Ka 3peicghBavingegtiyidedrebulk

purchasing of pharmaceuticals based on the midpoint ofititing presented in theFC report.

5"Haber, S, et al. (201&valuation of the Maryland A¥ayer Model Thirdnkual ReportCenters for Medicare &

Medicaid Servicesttps://downloads.cms.gov/files/cmmi/mdll-payerthirdannrpt.pdf

58 New Mexico Senate. Senate Bill 131. 261®s://legiscan.com/NM/text/SB131/id/1978638ew_Mexice2019SB131

Enrolled.pif.

59 New Mexico Legislative Finance Committee. (2019). Fiscal Impact Report: SB 131 Interagency Pharmacies Purchasing Council.
New Mexico Legislative Finance Committee. Availabiepet//nmlegis.gov/Sessions/19%20Reqular/firs/SB0131.PDF
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Table3.4. Savings from Bulk Drug Purchasingiams

Drug Costs Bulk Drug
State- Program 9 Purchasing Savings (Percentage)
(Dollars) .
Savings (Dollars
Californiag Medicaid06: $8 hillior$2 $150 millio3 1.88%
Vermont¢ SSDC & PBIL $112.4 million $5.3 million 4.7%
New Yorlk Medicaic - $82.5 million -
(0] & WashingtogNorthwest P ipti
regon a_s ingtogNorthwest Prescriptior] $130 million i
Drug Consortiuf
2.84.4% lower pricesompared
Minnesota Multistate Contracting Alliance for o lowerpri . P
- - to other group purchasing
Pharmacy o
organization®
New Mexica; State Agencié8 $703 million $14-$35 million | 2-5%

Notes: SSDC= Sovereign States Drug Consortium; PDL = Preferred Drug List

3. Premiums and Ouif-Pocket Costs

Premiums are driven by enrollment, health spending, benefit generosity, and administrative costs. We
calculatel premiums for HSBeneficiariesnongroupbeneficiariesMedicaidbeneficiariesand

employerbased coveragkeneficiariesThe calculation of premiums foll@d sixsteps. First, we

calculatel total benefit spending for the risk pool. Second, we parttitivenefit spending into oubf-

L2 01 S O2ada FyR LX Iy -sharingparaneiedi.e,0 KSE SR Ry Q& KB O (iJdzl .
value) Third, we inflatd plan liability by an administrative loading factor. Fourth, we alldgagmiums

to individualsbased on rating ruspecific to each coverage tygefth, we updatel enrollment decisions

D2 ZSNY 2N DI Ay bSgazy arA3dySR Iy SESOdziAGS 2NRSNI F2NJ / FfAF2N

purchasing across all staten programs by 2021. Review Executive Ordet-i9 at https://www.gov.ca.gov/wp

content/uploads/2019/01/E€N-01-19-Attested01.07.19.pdf
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2019, available dittps://www.pressdemocrat.com/news/95097781/losangelescountyand-state.

B{YFIYyOiKI |, 2&NF3lalSyi/ BKETCSRSNIf D2OSNYyYSyid Ly [26SNAy3a 5N

2019, available dittps://khn.org/news/carcaliforniabeat-the-federatgovernmentin-loweringdrug-prices/.

64Vermont reported in FY2008 that the state saved 4.7% from SSDC and PDL, on top of the 27.1% from the standard federal

Medicaid formula rebate, based on a $112.4 million pharmaceutical bidafanal @ y F SNBy 0SS 2F {GFGS [ S3A
[
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at http://www.ncsl.org/portals/1/documents/health/NEGOTIATEI O.pdf

65 https://www.americanprogress.org/isssiealthcare/reports/2020/02/13/480415/statpolicy-optionsreduceprescription
drugspending/
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(_[)) Q¢

30


https://www.gov.ca.gov/wp-content/uploads/2019/01/EO-N-01-19-Attested-01.07.19.pdf
https://www.gov.ca.gov/wp-content/uploads/2019/01/EO-N-01-19-Attested-01.07.19.pdf
https://lao.ca.gov/Publications/Report/3997
https://www.pressdemocrat.com/news/9509777-181/los-angeles-county-and-state
https://khn.org/news/can-california-beat-the-federal-government-in-lowering-drug-prices/
http://www.ncsl.org/portals/1/documents/health/NEGOTIATED-2010.pdf
https://www.americanprogress.org/issues/healthcare/reports/2020/02/13/480415/state-policy-options-reduce-prescription-drug-spending/
https://www.americanprogress.org/issues/healthcare/reports/2020/02/13/480415/state-policy-options-reduce-prescription-drug-spending/
https://nmlegis.gov/Sessions/19%20Regular/firs/SB0131.PDF

CralOlt !'ylrteara 2F bSé aSEAO2Qa

based on updated premiums. Sixth, we repdahis sequence of stepmtil enrolimentdecisionsand
premiumlevek stabilize.

Definitions foactuarial value and administrative loading factdrseactuarial value represents the

average percent of beneficiamgalth carespending covered by the plan (jhe ratio of plan benefit
spending to totahealth carespending amonglanmembers) Theadministrative loadhg factor

represents the percent of total premiums that go towards administrative costs, overhead, and profit (i.e.
plan administrative costs divided by the surbath plan benefit spending and administrative cosis)r
assumptiongor actuarial value and administrative load varied by payer.administrative loading factor
accounts for payeside administrative costs, but not proviggde administrative costs. Proviesde
administrative spending is classified as benefit sperdirgurposes o€alculatingoremiums.

Actuarial value assumptiond/e assumed actuarial value varied across different types of plans. For
employer plans, we assumed an average actuarial valuepefr88nt®” Among those with employer
coverage, we varied actuarial value across plans based on firm size, firm wages, the ratmadfdait

time workers, plan type (e,ddMO, PPO, etc.), and regiiin New Mexico, Marketplace enroliment is
divided roughly egally between Bronze plans (~60% actuarial value), Silver plans (~70% actuarial value),
and Gold plans (~80% actuarial vaf&por purposes of calculating premiums, we assumed an actuarial
value of 7(percentfor nongroupbeneficiariesFor purposes ofatculating cossharing, we increased
actuarial value for negroup plan members eligible fAICACostSharing Reduction subsidies. Though
some Medicaidbeneficiariesare required to pay copayments for certain services, these copayments are
relatively low(e.g, $30 for hospital admissioff)To simplify, & assumed Medicaid actuarial value was
100percent(i.e, no Medicaid cossharing) Forthe HSP, actuarial value varied by scenario, as described
in Table 2.3.

Administrative load assumptions for employer coverdgevaried administrative loading factors by
coverage typef-or employer plans, we assumed administrative loadged from &ercentto 20
percentdependingon firm siz€’* We furtherincreasedadministrative loads for health insurance taxes,
which varied betweefirms offeringselfinsured and fuljmsuredgrouphealth plas. Finally, we scaled

67 Blumberg, L. J., Holahan, J., & Wengle, E. (2016). Are nongroup marketplace premiums really high? Not in
comparison with employensurance. Washington, DC: Urban Institute.

68 Actuarial Research Corporation. Analysis of Actuarial Values and Plan Funding Using Plans from the National
Compensation Survey. May 2017.

89 Kaiser Family Foundation. Marketplace Plan Selections by MetalQsIEnrollment 2020.
https://www.kff.org/healthreform/state-indicator/marketplaceplan-selectionsby-metatHevel2.

7O New Mexico Medicaid Pragm Cost Sharing Chart. New Mexico Human Services Department. 2018.
https://bit.ly/2CPKCmU

" Eibner, C., Girosi, F., Miller, A., Cordova, A., McGlynn, E. A., Pace, N. M., ... & Gresenz, C. R. (2011).-Employer self
insurance decisions and the implications of the Patient Protection And Affordable Care Act as modified by the health
care and education reconciliation Act of 2010 (ACA). Rand health quarterly, 1(2).
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aggregate employer coverage administrative loads foet@ent which was theational average
estimate for private health insurance in 2017, reported by the National Health Expenditure A¢éounts.

Administrative load assumptions for other coverage typesMedicaid, we assumed an administrative
loading factor of 1percent based on a previouslypulliS R [ C/ |yl feaira 2F GKS a
program?”3 This estimate included both administrative costs incurred by Medicaid managed care
organizations and costs incurred by the HSD. In theggrnmup marketfederal regulations establishing
minimummedicallossratios (MLRs) effectively cap administrative loading factors ger2@nt.In 2018,

we estimatel that approximately half of the negroup market received MLR rebates, indicating that
minimum MLR requirements are often binding in the staWe assumed a0-percentadministrative

loading factor for the nogroup market. For the uninsured, we assumed no psigier administrative
costs.Asproposedby theHSA no more than 5 percent of total spending should be on administrative

costs by thesixthandsubsequent years of the HSP. Since we are modeling the first five years of the plan,
we assumd that HSPadministrativdoading factors would b@, 8, 7, 6, and 5 percent in years one

through five of its operation.

[atN

Risk pools and family ratirigisk pots and family ratings also varied by coverage type. Fordaoge

employer plansirms were pooled separatelifollowing ACA rating rules,lmheficiariesn smaklgroup

SYLX 28 SNJ LI I ya 6 SNB LJ2-8roup &d Nedligafll in&ri@ise eacikKgdoled (i | G SQa
separatelyWe assumed all H®ieneficiariesvould be pooled together. We assumed laggeup

employerplans Medicaid, and HSP practiced community raflhg.nongroup and smafjroup markets

followed ACA rating rules, allowing premiumsary by age and tobacase.

D. Downstream Economic Impacts

The spending increases from tHERmayresult in additions to output and income as the demand for,

and provision ofhealth careservices increases, from more intense utilization of existing resources and

from the addition of capital investment in the state. (Note that not all the increasekirepresent in

state sales and directly contribute to increased economic oulpescription drugs which are imported

from out-of-state,are a notable exceptionWe calculated the istate economic contribution of spending

under theHSRusing the IMPLAN model of the New Mexico econofime IMPLAN model is an input

output model where the duction of goods or services depends upon the purchase of a set of specific

inputs, that is, labor and required materialhe inpus may bepurchasedvithin the state oimported

FNRY f20FGA2ya 2dzidaARS GKS & lcbnorByill bedpieatei tkeSmo @ S NI £ f
reliance there is on local or, in this casestate sources of supply.

This IMPLAN analysis generates direct and indirect impacts of the new spending on related state sectors
for example, an increase in physicidiice visits generate an indirect demand for office space, medical

72 Centers for Medicare & Medicaid Services1@Mational Health Expenditure Ddf2ata set].

https://go.cms.gov/36tomIQ

73 egislative Finance Committee. Health Notes: Medicaid Spending on Program and Managed Care Administration.
May 2019 https://bit.ly/38h4000

74 Kaiser Family Foundation. Total Medical Loss Ratio (MLR) Rebates in All Markets for Consumers and Families.
September 201Shttps://www.kff.org/healthreform/state-indicator/mlirrebatestotal.
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support staff, etc. Moreover, the sales and income earned in these related sectors further generate
demand for other goods and services in the st&e.what starts in thiealth carandustry as an
increase in physician office visits will set in motion increases in employmeadditidnalproductionof
goods and services other industries.

E. Budgetary Analysis

We developda state budget model to estimate the fiscal impadhefHSPFon the State of New Mexico.
Our modehadfour key factors:

1) Total administrative and benefit spending 8P beneficiaries
2) The amount HSBeneficiariesvould contribute to premiums;
3) Repurposed Federahd statespending; and

4) The net impacof key revenue sources, like thate income tax.

Total administrative benefit spending fé8P beneficiarieBlan spendingias calculated as total HSP

member spending, multiplied by actuarial value, and inflated by the plan administrative loading factor.

More detail on our actuarial value and administrative loading factor assumptions was provided in an
SIFNIASNI aSOGA2y O8O SUNBDEAdEE 0ldy R h dzi

The amount HSBeneficiariesvould contribute to premium HSFbeneficiarypremiumsvaried by

scerario. In all scenarios, we assuhibat Medicaideligiblebeneficiariegpay no premiums; and
Marketplaceeligiblebeneficiariegpay no more than they would have paid for a Marketplace Silver plan.
In the EStomparable scenario, we assuttbat even highetincomeHSFeneficiariegpay no more than

a typical subsidized ESI premj@stimatedat $1,800 petbeneficiaryin 2024 In the ACAomparable
scenario, HSBeneficiarypremiums scale with incomelouseholdsvith incomes above 4Q8ercentof

the FPL(e.g, $104,800 for douseholdof 4 in 2020) would pay tHewer of either (1) 9.5@ercentof

theirK 2 dza S Kéind0O(8) thefull HSP premiurti.e., the HSP premium without any reductions
from the state) This amount is much higher than tltemparable amount suchhouseholdwvould have

paid for a subsidized employer plan.

Repurposedederalandstate spending TheHSP would effectively replace several existing public health
programs. We assurdehat funding for those programs could be repurposed to supiherHSP. We
evaluded the potential to repurposestieraland statefunding br: Medicaid the New Mexico
Marketplace, state workers, the Centennial Care Waiver, the Safety Net Care Panintigdr@igent
Fund, the Countpupported Medicaid Fund, the Disproportionater® Hospitals Fund, Medicaid
spending foemergency medical services for undocumented residents, and the New Mexico Medical
Insurance Podund.

Medicaid FundingVe assume the state could rpurpose a portion of state arfdderalMedicaid
funding to help financthe HSP. Repurposifigderal funding would redre a £deral waiver. W based
bSs aSEAO2Q4a O dzNKeBeyalvedic8dgp@riding?om expefidituitefals FepoRed in the
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a 0 | G\&sedaeport.” The CM$4 Expenditure report is a standard resource used for-ftatd

Medicaid expenditures, and is regularly relied upon in analyses condudd$the Congressional

Budget Office, and thiledicaid ad CHIP Payment and Access CommisBmrfiscal year 2018, New

Mexico reported about $5.1 billion in Medicaid spendimits CMS64 report’® This is notably less than

0KS Ppdc 0AffA2Y AY HAamy aReRokt®Ilthe RiyFaultbq goilatyied NI LJ2 NI
Second SessidhThe HSD offered several possible explanations to explain this discrepancy, including
differences in reporting periods, treatment of drug rebates, and the exact set of included programs.

Our baseline Medicaid spendingigsites are likely 1percentlower than what they would have been

had we used the LFC budget projection rather than the-&Mita. Using the budget projections would
have increased the amount of available Medicaid funding that could be used to finance HSP. However,
using the budgeprojectiors would also have increasedr estimate fothe cost of covering Medicaid
beneficiariesinderthe HSP. These effects would mostly offset each other, leaving our estimates for
funding shortfall less affected by tlii§ferentialthan one might therwise have expectetVe estimatel

that using the budget projections would have reduttelfunding shortfalby between $100 and $150
million over the Sear period.

TheHSP would not substitute for all current Medicaid activities. SpecifigalBssmed HSP would not
cover LTSS services and would not cover Medicare benefiiarigsligible) After excluding spending

for these groups, westimatel that about 71percentof Medicaid spending, about $3.6 billion in 2018,
could be repurposed to furtthe HSPWe projected this would increase @about$5.0 billion by 2024,

which reflects expected changes in prices, usage, and enrollfiésincludes $3.93 billionfiederal

funding and $1.06 billion in state funding that could be repurposed totheldSP. Almost all of this
fundingwould be consumed in providing HSP coveradeeheficiariesvho otherwise would have been
covered by Medicaj&lthough some of these funds could be used to cover other HSP costs because of
the lower administrative costin the HSP as compared to New Mexico Medicaid

Federal Marketplace Fundinthefederal governmenprovided financial assistantar beneficiaries

obtaining coverage through thHederal MarketplacesVe asumed the state could repurposedleral
Marketplace fundingo help financehe HSP. Repurpogirthis funding would require aderal waiverin

2019, the Federal government paid about $153 million in premium tax credits to New Mexican residents
receiving coverage on the Marketplad@&Ve estimate that this would increase tol$8million by 2024.

All of this repurposed funding would be consurpeaviding HSP coveragelieneficiariesvho

otherwise would have been covered by subsidized Marketplace plemsigh some of these funds

75 State Expenditure Reporting for Medicaid & CHIP. Centers for Medicare & Medicaid Services. 2018.
https://www.medicaid.gov/medicaid/financiainanagement/stateexpenditurereportingmedicaid

chip/index.html

"6 Total Medicaid Spending. Kaiser Family Foundation. FYr2@s8/www.kff.org/medicaid/statendicator/total
medicaidspending/

T Legislating for Results: Supplemental Charts and Graphs. New Mexico Legislative Finance Cagmiee. P
January 2020. Available at

nmlegis.gov/Entity/LFC/Documents/Session_Publications/Budget Recommendations/2021RecommendVollll.pdf
8 Estimated Total Premium Tax Credits Received by Marketplace Enrollees. Kaiser Family foundation. 2019.
Available ahttps://www.kff.org/healthreform/state-indicator/averagemonthlyadvancepremiumtax-credit-aptc.
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could be used toover other HSP costs because of the lower administrative costs in the HSP as compared
to Marketplace plans

State Worker FundingVe assume that the HSRvould cover state workers, and that existing subsidies
for state worker health coverage could beugpsed to financéhe HSP. We estimatieghat available
funding from state worker premium subsidies would be ab880#illionin 2024. Almost all of this
repurposed funding would be consumed in providing HSP coveragadticiariesvho otherwise would
have been covered by state worker health plafthough some of these funds could be used to cover
other HSP costs because of the lower administrative costs in the HSP as comgiatedxorker
insurance coverage

County Indigent Fun@he County Indigent Fund provides funding to supipeatth cargorovided to
indigent New Mexico residentshe LFC projeetl theCounty Indigent Fund to be about $60 million in
2015/°We projeced that the fund would increase to abo®83 million in 2024We adjusted current law
reimbursement level®r uninsured resident® account for the existence of the County Indigent Fund,
and also assumed these dollars could be repurposed tatlfiertdSP.

New Mexico Medical Insurance Rddle New Mexico Medicaldarance Pool (NMMIP) provides
subsidized coverage to higleed patients. In 2018, assessments to fund the pool were about $71
million8 We adjusted current law reimbursement levels for4gooupbeneficiariego account for the
existence of thd&NMMIP, andalso assumed these dollars could be repurposed to fund HSP.

Other Pograms.Based on discussions with HSD, we believe that spemnlother state health programs
is captured within thdledicaidCMS64 expenditurespending totalAs such, funding for these programs
is already accounted for in our estimates of available statéestatal Medicaid funding; and it was
unnecessary to make further adjustmefus specific programs

Summaryin total, we estimated that the state couleburpose$6.16 billion in public funding in 2024 to

help fundthe HSP. This includes $4.10 billiofeteral funding and $2.0gllion in state funding. The

federal funding primarily comes from the state Medicaid program ($3.93 billion), but also srexbnke
Marketplace funding ($0.17 billion). The state funding primarily comes from the state Medicaid program
($1.06 billion), premium subsidies for state workers ($0.88 billion), the County Indigent Fund ($0.08
billion), and the NMMIP ($0.07 billion).

State Revenue Sourc&8e examined the effect of the HSA on revenue from state income taxes and taxes
on private insurance companies. Premiums for employer coverage are deductible fromcstae

taxes. These deductioneudd decline as people naefrom employer coveragento HSPwhich

increases tax revenue. However, we assumed that bottbet&ficiarypremiums and employer

contributions to HSP would also be deductible from state income taxes. These tax deductions would be

7 New Mexico Legislative Finance Committ2@1%). Health Notes: Uncompensated Care in New Mexico After the Affordable
Care Act. New Mexico Legislative Finance Committee.

https://www.nmlegis.gov/Entity/LFC/Documents/Health Notes/Uncompensated%20Care% 20avi%2®0Mexico%20After%?2
0the%20Affordable%20Care%20Act.pdf

80 Report of Independent Auditors and Financial Statements with Supplementary Information. Moss Adams. December 2018.
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similar in magnitude to the &sting employer deductions, leaving state income tax revenue largely
unchanged.

The state imposes significant taxes on private health insurance companies. This irgipelesat

health insurance premium tax that applies to fitlyuredgrouphealth plans, Medicaid managed care
organizations, and negroup insurance plans;lapercent premiunsurtax that applies to all health plans,
including selnsured health plans; and an additional tax applying to all health plans to fund NMMIP. As
HSP owdsout private health insurance plans within the state, much of this revenue would dé&tlee.
extent of these declines varied by scenario.
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IV.  Current Coverage and Expenditures in New Mexico

To understand changes in coverage and spending frotd $ifave generated baseline estimates of

health carecoverage and spending for the nrelderly civilian population of New Mexico. Baseline

estimates reflect expected population changes, insurance coveragbealtid carespending under

current law (withotithe HSPwith ACA). We projeaxd the baseline estimatdseginning with the

assumed start year for tHeSP 2024 through 2028. These baseline estimates form the foundation for

our fiscal analysis and are compared to coveragéaalth carespending undr the HSP In this section,

we describe baseline estimates for coverage and spending for New Mexicans for 2024, which can be used
to help understand our findings reported in subsequent sections.

A. Coverage

Theanalytic database includd4,783 observationsepresenting, after application of sample weights to

ensure our sample is representative of the New Mexico populataghly 17 million New Mexicans

under the age of 65 in baselinEaple4.1).In 2024 most residents will havieS(44.2%), followed by

Medicaid (#9: 02 6 KAOK (23SGKSNJ gAftft | O002dzy i TF2NJ I LILINREA
We estimatel that in 2024 roughly 1L percent of New Mexicans will be uninsured. Of those with

coverage through an employer, mastlividualsare employed at a firm offering a sgisuredgroup

healthplan (73%), because most workers are employed at large firms that tend to providewsel

grouphealthlJt  yad ¢KS YI22NA (& 2F bSgs aSEAOe&at 62 NJ] T2 NEL
private sector companies, with another 35.9 percent employed by federal, state, or local governments

(not shown).

Based on input from the LFC, we assdifire our base model) that most individuals in New Mexico,
including those on Medicaid, naymoup insurance, and those with ESI through a-i#ilyredgroup
healthplan, would be enrolled ithe HSP, as is the intent of tiESA Employers offering a fuligsured
group healthplan in baseline would no longer offer coverage but, instead, woulihotxverage for
their employees througthe HSRas per our policy assumptiomsTabls 2.1 and 2.2 In our base
model, these employeras well as their employeasould pay intdahe HSP to cover premiums.
Employers who offer a seifsuredgroup heidth plan tend to be larger than firms that offer a fully
insuredgroup healthplan. Thus, most individuals covered under ESI may continue to maintain access to
ESI, unless the introductiontbie HSP induces a firm to drop offering coverageourmodel,firms
offeringselfinsuredgroup health planmaycontinueto offer their own plan ohavetheir employees
gain coverage through the HSP.
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Table4.1.Baseline Insurance Coverage for the-Baderly Civilian Population before Implementation of

the HSP2024
(ThOlTsands) % of Total O/E::Iehg?r;r

Total Population 1,700 100
Employersponsored Insurance (ESI) 751 44.2

Coverage through Seifsured Firm Plan 550 32.3 73.2
Coverage from Fully Insured Firm Plan 201 11.8 26.8
Employeesvith ESI by Firm Size

Firms with Fewer than 10 Employees 36 2.1 4.7
Firms with 1849 Employees 42 2.4 55
Firms with 5609 Employees 23 13 3.0
Firms with 10099 Employees 75 4.4 10.0
Firms with 1,000 or More Employees 576 33.9 76.7
Marketplace and Nogroup Coverage 66 3.9

Medicaid 696 40.9

Uninsured 188 11.0

Source: Analysis by KNG Health Consulting
Note: Numbers may not add due to rounding

Inour baseline, insurance coverage status varies significantly across race and eTlamilgity?). White

and Asian residents are most likely to have coverage through an employer whereas all other race and
ethnicity categories are most likely to have Mad coverage. New Mexicans identifying as Native
Americas are disproportionately likely to be uninsuredth nearly22 percent without insurance

coverage in 2024. Whitebal governmentsnay choose to participate in the HSP, our model asgdume
that Native Americans are enrollectlire HSP if eligible, unless employed at a firm that offers a self
insuredgroup healthplan.
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Table 4.2Race and Ethnicity Differences at Baseline for theBdiemly Civilian Population before
Implementation othe HSP 2024

Percentage of Total Population
Total o Marketplace _
(Thousands) ESI Medicaid & Non Uninsured
group
Total 1,700 44.2 40.9 3.9 11.0
Race
White 1,230 47.6 38.4 4.4 9.6
Black 32 45.8 41.7 4.2 8.3
Native American 178 22.9 54.6 0.9 21.6
Asian 31 64.5 23.7 7.2 4.6
Other Race 158 38.4 45.4 2.1 14.0
Two Major Races 70 41.0 48.1 3.7 7.2
Ethnicity
Hispanic 958 40.5 45.2 2.7 11.6

Source: Analysis by KNG Health Consulting
Note: Numbers may not add duermunding

B. Spending

We projected baseline totahealth carespending in 2024 to beearly $13villion in New Mexicol@ble

4.3) among those eligible for coverage under the HSP. Spending on hospital inpatient care is estimated to
be $22 billion, about ¥ percent. Visits that occur in hospital outpatient departmeB3s or physician

offices together account faver$3 billion. The state is estimated to spend&idillion for prescription

drugs at baseline plus $billion in other medical costs suchlakoratory services and medical

equipment. The proportionf direct medical care (excluding administratigpgnt on hospitabased care
(inpatient plus outpatient) d30 percent is comparable toational estimates of 32.7 percent in 2(%t7

Although thetotal number ofbeneficiariesn Medicaid and individuals with ESI is simmleaylyhalf of all
spending (8.4 billion) is concentrated in ESI. Medicaid is the next largest payesdtih careat $.1

billion.

8INational Health Statistics Group. (20T8ble 43. National health expendityragerage annual percent change, and
percent distribution, by type of expenditure: United States, selected yeat2ABbEenters for Medicare & Medicaid
Serviceshttps://www.cdc.gov/nchs/data/hus/2018/043.pdf
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Table 4.3Baselin&Spending by Service Type and Insurance Coverage (in million dollars), 2024

Total ESI Medicaid Marketplace & Uninsured
Non-group
$ 0, $ 0, $ 0, $ 0, $ 0,
Millions % Millions % Millions % Millions % Millions %

Total Spending 12,919 100.0 6,419 100.0 5,090 100.0 680 100.0 730 100.0
Hospital Inpatient 2,238 17.3 1,005 15.7 914 18.0 106 15.6 213 29.2
Hospital 1219 94 625 9.7 492 9.7 68  10.0 34 4.7
Outpatient
Emergency 877 6.8 574 89 216 43 47 6.9 39 5.4
Department
Physician Visits 988 7.6 390 6.1 501 9.8 36 5.3 61 8.3
Pharmacy 1,632 12.6 884 13.8 463 9.1 94 13.8 192 26.3
Other Oupatient 4,569 354 2,282 35.6 1,873 36.8 223 32.8 191 26.1
Administration 1,395 10.8 658 10.3 631 12.4 107 15.7 0 0.0

Souce: Analysis by KNG Health Consulting
Note: Numbers may not add due to rounding

Ona percapita basis, we estimatdaselinehealth carespending of $,600per New Mexican (excluding
longterm care servicesjanging from around $5,8%ar Asians to $,822for Whites (Figurd.l). We
projectedthat per capitehealth carespending for Native Americawill be approximately@&825in

2024. Spending is influenced by insurance coverage (e.g., the uninsured are assumed lieatitess
careless than thos with insurance coverage; provider reimbursement rates or prices also vary by payer)
as well as age, gender, disability, presence of chronic conditions.

Figure 4. Baselinder Capita Spending Per Resident by Race, 2024
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Source: Analysis by KNG He@&ltimsulting
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C. Baseline Disparities in Utilization and Spending By Race and Ethnicity

In our baseline estimate, individuals with ESI or Marketplace coverage make greater use, on average, of
hospital outpatient and pharmacy services compared to Mediemdficiarieswho make greater use of
hospital inpatient an@Dservices. The uninsured generally have lower rates of utilization than those with
insurance, particularly for hospital outpatient and physician office visits.

AsianNew Mexicans use lessalfhealth careservice categories thaihites across coverage categories
except inpatient use among those with employer cove(agéle 4.4)Blacks use less of all types of
services thaiWhites, especially physician visits and pharnsacyices The exeption for black residents

is ERvisits, which ard2 percent higher in Marketplace plans and 31 percent higher for those with
employersponsored coverage. We projedthat the Native American population will use mé&ie

services anfewer physician offie visits and prescription drugs than Whites. For hospital inpatient
admissions, Native Americanrithout insurancewith ESJor in Marketplace plansere more likely to

use inpatient than Whites, while Medicdidneficiariesise inpatient less frequenttilan Whites. These
patterns are generally similar for ethnicity, where we see less utilization across service categories and
insurance coverage for Hispanic resid€imtble 4.5)
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Table 4.4Baselin&Spending Per Resident by Type of Service, Type of Insurance Coverage and Race (in

dollars), 2024

Spending per Resident (in dollars)
Coverage Type A'ggﬁ;';gtns Ou\t/;i):i::znt VIiEinDts Pr\]%:;gan Pharmacy | Other Admin. Total
Total 1,317 717 516 581 960 2,688 821 7,600
Employer
sponsored 1,338 833 765 520 1,177 3,039 877 8,549
Insurance
White 1,310 847 746 536 1,226 3,061 889 8,615
Black 1,319 780 978 407 1,096 3,057 804 8,441
Native American 1,628 970 1,030 452 1,019 3,526 994 9,618
Asian 1,399 586 467 436 754 2,130 612 6,384
Other race 1,318 798 789 474 1,151 2,962 819 8,311
Two races 1,514 621 838 484 796 2,712 793 7,758
Medicaid 1,314 707 311 720 665 2,693 906 7,317
White 1,346 713 303 752 707 2,740 928 7,489
Black 1,309 551 294 580 569 2,234 783 6,321
Native American 1,195 689 355 582 505 2,504 824 6,654
Asian 872 454 214 531 482 1,905 630 5,087
Other race 1,362 781 305 736 717 2,794 947 7,643
Two races 1,213 633 334 735 506 2,728 869 7,019
g'f‘r:'e‘reggi‘;erbup 1,608 1,029 716 545 1426| 3387| 1619| 10331
White 1,665 1,074 719 566 1,506 3,498 1,679 10,707
Black 1,223 755 1,019 359 1,388 3,028 1,402 9,174
Native American 1,699 1,223 946 488 1,238 3,952 1,834 11,379
Asian 910 590 331 391 857 1,899 941 5,919
Other race 1,568 926 751 529 1,209 3,268 1,501 9,751
Two races 1,212 611 645 392 685 2,345 1,088 6,977
Uninsured 1,137 181 210 323 1,024 1,017 0 3,893
White 1,059 183 194 337 1,082 1,020 0 3,875
Black 885 132 209 236 753 815 0 3,031
NativeAmerican 1,371 194 270 294 906 1,071 0 4,105
Asian 820 110 101 273 616 696 0 2,616
Other race 1,181 164 201 317 1,030 973 0 3,867
Two races 1,205 171 195 309 797 947 0 3,625

Source: Analysis by KNG Health Consulting
Note: Numbers may not add duermunding
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Table 4.5BaselinépendingPer Residentby Type ofService, Type oflnsuranceloverage and&hnicity (in
dollars) 2024

Spending per Resident (in dollars)

Coverage Type Ag&?::lgtns Ou\';[i);;c:ls(ant ED Visits Pr\]%:i'gan Pharmacy Other  Admin. Total
Total 1,317 717 516 581 960 2,688 821 7,600
Employer
sponsored 1,338 833 765 520 1,177 3,039 877 8,549
Insurance

Not Hispanic 1,385 963 770 562 1,314 3,322 938 9,255
Hispanic 1,294 711 760 480 1,049 2,776 819 7,889
Medicaid 1,314 707 311 720 665 2,693 906 7,317
Not Hispanic 1,502 809 340 743 740 2,883 992 8,008
Hispanic 1,200 645 294 706 620 2,578 855 6,898
g;}r:remi;%up 1,608 1,029 716 545 1,426 3,387 1619 10,331
Not Hispanic 1,733 1,158 702 586 1,561 3,638 1,737 11,114
Hispanic 1,415 828 739 481 1,218 2,998 1,436 9,116
Uninsured 1,137 181 210 323 1,024 1,017 0 3,893
Not Hispanic 1,179 208 228 335 1,075 1,101 0 4,126
Hispanic 1,108 163 198 315 988 960 0 3,732

Source: Analysis by KNG He@lgmsulting
Note: Numbers may not add due to rounding
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V. Change in Coverage and CastderReform Models

A. Overview

Using a microsimulation modeling approach, we estimated coverage, service use, spending, and
budgetary effects of different scenarios under Hi®P We also assessed different strategies for funding
the legislation while accounting for likely behaviorasponses from households, employers, and
insurance companiesVe report additional details on the findings from the 4 scenarios in Appendix A.

Key Findings

Implementationof the HSP would have impacts on health insurance covdragiéh carespending by
households, employers, and budgetary impacts for the state.

 CoverageTheHSRs 2 dz2f R Sy NRff Yz2aid 2F GKS &adlF iSQa LJ2LdzZ I
Doing so could bring neaniversal health insurance coverage to New Mexico.

1 Spendinglmpioved access to comprehensive health insurance would drive higher use of services,
particularly among those who otherwise would have been uninsured. While higher service use would
drive increased spending, savings from reduced gsiglefstate)administraive costsare projected
to offset these increaseQverthe longterm, we projectd that the HSP would decrease total health
spendingn New Mexicaf administrative costs are kept at levels proposed byHBA

9 Effects orHSP BeneficiarieBy offering reduced premiums for certain New MexicdesiSRPvould
decrease the financial burden of health expenses for 488t beneficiarieparticularly for low
incomehouseholdsiot currently enrolled in Medicaidlhe effect of the HSP on HSP dfariaries
varies by scenario. Under the more generous HSP placo(ESdrable premiums armbstsharing),
we estimatel that premiums and OOP spending would be the same or lower for all groups of HSP
beneficiaries relative to the baseline. Under the A@Aparable scenarios, employees who had
received coverage through their employer would pay significantly more in premiums.

9 Effects on Employer3he net impact on employers is dependent on how policymakers implement
employer contribution requirements,dluding the level of contribution and which employers are
exempt from contributions. Under our scenari@quiring employers participating in the HSP to
contribute to the cost of the planwe estimated that th&lSRvould increase employer contributions
to the health caresystem. These cost increases would fall on busindssesere previously not
offering health benefits and businesses that continued offeringreelfedgrouphealth plans to
their employees.

91 Budgetary Impactin our EStomparable scenario with providixcility payment reduction or a
general tax, we found that the HSP would be underfunded by approximately $5.8 billion over the first
5 yearsTable5.1, Scenario 1). Reducitige growth in providéfacility payment rates from CHV to
CPIM minus 1 percentage point would reduce the shortfall by approximately a billion tofts
billion (Scenari®). The funding shortfall would be significantly reduced under an HSP with premium
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and costsharing structuresimilarto the ACA, due largely to higher premium contributions among
those who received ESlthre baseline. Under the A@Admparable plan, the shortfall would be
eliminated through slowing the growtt providerfacility reimbursements by 1 percentageint
below CRM.

B. Effects on Health Insurance Coverage

Because the effects of enrollment in H&Pnadt vary materially with different assumptions regarding
updatesto HSP prices, we foaon Scenario 1 (ESbmparable without HSP Price Reductions) and
Scenario 3 (AGBomparable without HSP Price Reductions).

In 2024, we estimatkthat 14 million (81%and 1.3million (77%)people would enroll in the H&P

Scenario 1 and Scenario 3, resfively(Figure 5.1)Most HSBeneficiariesvould have otherwise had
Medicaid(Scenario 1: 50%, Scenario 2: 58f@mployer coveragE2%, 29%while the rest would have

been uninsured13%, 14%)r had nongroup coveragebls 5%. Many employersffering selinsured

group health plangould choose to stop offering coverage and have their employees instead enroll in the
HSPAbout44and33LISNOSyYy G 2F AYRA @A Rdzl f -lsuBdgmplicaltS glanhy |y SY
the baseline would worét firms that stopped offering independent coverage in Scenarios 3, and

respectively. Fosome lowincomehouseholdscoverage under the HSP would be available at little or no

costs. Some of these individuals &mdiseholdsvould enroll inthe HSP everf they continued to have

FOO0S&aa (2 I yinsBedddupghéafhBs &St T

TheHSPRwould create neauniversal coverage in the state, resulting in the uninsured rate falling from
11.0 percent to @ percentin both scenariog-igures.1). Anong those who do not enroll in the HSP,
nearly alwould be workers or dependents enrolled in an empldnased sefnsuredgrouphealth plan.
There also would be a small number of remaining Medimndficiariesand uninsured individuals. These
indivicuials would be ineligible féihe HSP due to the-fear residency requiremeft A small percentage
of remaining uninsured individuals previously had-gaup coverage. The HSP would result in a
significantcontraction in the private negroup insurance miet to the point that such plans magpt

have enough potentiddeneficiariego beviable. This would leave a small number of individuals, who
would have received negroup coverage in the baseline, with no source of coverage because of HSP
ineligibility. The relative effects dhe HSPn enrolliment in different coverage categorvesre consistent
across years.

82The HSA allows individuals to enroll in the HSP even if they resided in New Mexico for less than a year, provided they
traveled to the state with an employment offer. For purposes of this analysis, we ddsoumseholdsvere exempt from
the residency requirement if ampuseholdnmember is employed.
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Figure 51. HSAmpact on Health Insurance Coverage in New Mexico in P@2dent of New Mexicans by
Coverage Type in Baseline and Under id&Rafos
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Source: Analysis by KNG Health Consulting
Note: Numbers may not add due to rounding.

C. Effects on Health Care Usage

We forecastd that the HSRvould result in increased service use (FiguBe These effects would be

larger for those who are uninsuredtive baseline. For the uninsured who would gain coverage under the
HSP, we assumed large utilization increases in all service categories, including hospital adm8sjons (+2
outpatient visit{+32%), B visits (35%), physician office visits 8%4), and prescription drug (RX) fills
(+13%). We also estimated utilization increases among those who would have otherwise-tyamipon
coverage, as we assumed the HSP would have lower legelst-giaringthan plans typically obtained in

the individual market.

Those who otherwise would have had Medicaid or employer coverage would facecsistdaaring

under the HSP. Therefore, we progstlittle change in service use among these populationmadss of

our simulation population 8% in 2024) would have either had employer or Medicaid coverage, the

overall population impacts on health care service use are small, relative to corresponding effects assumed
for the uninsured. The HSP would subjecltiecare facilities to global budgets. This would encourage
providers to improve efficiency and reduce volume. We assumed that this would ddwelBéacility
admissions and outpatient visits, which partially offsets the increase in utilizationdvenage

improvements.
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Figure 3. Impact of theHSPon Utilization of Health Care Servic3242028
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D. Effects on Health Care Prices

We establisted prices under the HSP so that average prices across payers for services would not change.
This resuktd in prices that are higher than those typically paid by Medicaid or the uninsured, but lower
than those typically paid by private insurance. In 20245ati SRnpatient prices to be 2percent

above Medicare, outpatient prices to b8 percent above Medicar&Rprices to be 8 percent above
Medicare, physician prices to Bgercent above Medicare, afiXprices to be 2 percent below

Medicarein Scendps 1 and 2 We established similar HSP prices for Scenarios 3 and 4 (24% above
Medicare for inpatient hospital, 55% for outpatient, 76% for ER, 8% for physician, and 25% below
Medicare for prescription drugs).

By simplifying the payer landscape, th&H8uld reduce provideside administrative costs. This could

offer a rationalization for reducing provider reimbursement, which could help fund the plan. However, in
Senaris 1 and 3 we kept average payment levels the same as in bas@lméflated HB prices by

either CRM (Scenaris1 and 3) or CRV ¢ 1 percent (Scenars® and 4) Our base scenario also

assumed that the HSP would be ablen@intainaccess to discounts from the Medicaid Drug Rebate
Program, which would requiref@deral waiver.
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E. Effects on Health Care Spending

Overall spending effect®ver our fiveyear projection window, thelSHs projectedo reduce health care
spendingn the state, although the extent of the reduction in spending depends on the scenario (Figure
5.3). In the baseline, we projest total statewide health carespending (including administrative costs)

to increase from $12.9 billion in 2024 to $15.0 billion in 2028, with total spending oveydae period

of $68.9 billion. Aggregatey®ar savings fative to baseline range from approximately $1.6 billion
(Scenariel and 3) to $2.7 billion (Scena®and 4).

In general, health reforms could affect health care spending through three mechanisms:

1. Health care price§heHSFhas a neutral effect oaverageK S| £ G K OF NB LINA OSa 6aSSs
/' NB t NAOSaé¢uvo

2. Health care service us€heHSRloes induce a net increase in health care service use, which
AYONBI 4Sa KSFfGK OFNB ALISYyRAY3I 6a4SS a9FFSOiha 2y

3. Health care administratvspendingTheHSReduces payeside administrabn and administrative
cost savings increaswer time.
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Figure5.3 TotalHealth @re Spending for State in Baseline and by Scer2Qi#2028
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- f

L yEE8aASA

2026
$13,932
$13,618
$13,403
$13,609
$13,405

2027
$14,484
$14,039
$13,702
$14,039
$13,726

27T

2028
$15,043
$14,466
$13,997
$14,473
$14,046

increase and the administrative spending decrekipife 54). Wefoundthat in each year and scenario
the administrative savings more than offset increaséealth carespending. In Scenasi@ and 4 with a
1-percent reduction in HSP price adjustments, we estidduiat increasd utilization of services would
be offset by lower prices relative tioe baseline so that spending on servicesfalative tothe baseline

in 2027 and 2028.
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Figure5.4. Changes in Totalealth @re Spendindor Increased Service Use and Reduced Administrative
Costdy Scenaric20242028

Scenario 1 E€lomparable, No P&eduction Scenario 2 ESlomparable, 1% Pay Reduction
2024 2025 2026 2027 2028 2024 2025 2026 2027 2028
203 210 216 230 234 203

113
B N N B = =
| l
88
-204

-281 -281
-402 -410
-530 -545
674 694
-811 -841
Scenari® ACAComparable, No Pay Reduction Scenariegt ACAComparable]1%Pay Reduction
2024 2025 2026 2027 2028 2024 2025 2026 2027 2028
198 205 212 219 228 198

B B B B B = = 285
] KS
U U e 1l79

-301 -301
-415 -423
-536 -549
-664 L 582
-798 818

@ Service Use Increase Effect O Administrative Spending Effect W Service Use Increase Effect O Administrative Spending Effect

Source: Analysis by KNG HealthsOtiing.

Effects on Employer Premiuni$ie share of health spending borne by employers would increase om 2

to 25 or 26percent across allscenarids Ly aSYLX 2@ SNJ LINSYAdzYazé 4SS Ay Of
employer to directly spons@elfinsuredprivate health insurance coverage for workers and dependents;

and (2) employer payroll contributions made into the HSP among firms not offediltly insurance

coverage. The HSP would decrease employer preniiutie firstset of firms as éwer firms would

directly offer coverage to their workers. We set the employer payroll contribution toward the HSP so that

they equaled the total contribution of employers to premiums in the baseline. We estimated that firms

not offering coverage would Bd tocontributeabout 8 percen{or 7 percent for Scenas@ and 4)of

payroll to replace foregone employer premiums.
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The financial impact on different employers would vary depending on their coverage policies both under
current law and under thelSP

I Firms that neither provide coverage under current temwunder theHSP These firms, which
overwhelmingly tend to be small (<100 workers), do not subsidize emjblayed health insurance
coverage under current law. However, these firms would contrifoutiee health system under the
HSPas we estimatkthey would have to pay to 8 percent of their payroll towards the HSP. Thus,
these firms would pay more into tlnealth caresystem under théiSP

9 Firms that provide coverage under current law but doumaler theHSP These firms do subsidize
employerbased health insurance coverage under current law and vedsddontribute7 to 8
percent of their payroll into HSP. These HSP contributions would be less than what these firms would
have paid toward empyee premiums in the baseline, as the burden of replacing forgone employer
contributions is also being shared by firms that would not have offered coverage in the baseline. This
set of firms, which includes firms of all sizes, would pay less into thia basdtsystem under the
HSP

1 FEirms that both provideeparatecoverage under current law and under tH8P These firms
subsidize employdvased health insurance coverage under both current law and#kAs these
firms would still be directly supplyisgverage to their workers, they would not contribute to the
HSP. As other employers drop coverage, our model peedict duatincome spouses will migrate
to the employethased plans that remain. Among those remaining firms, this will increase employee
participation rates as well as the average number of enrolled dependents. Employer benefit spending
among these firms, which tend to be larger (>100 workers), would thereby increase und&fhe

These effects on employedid not account for changes faderal and state income tax deductions. As

we assumed that both HSP premiums and empibgsed coverage premiums would be-teeductible,

we would not expect significant changes in tax deductions. However, the ability to deduct increases in
premium contrilutions from taxes would partially offset the increase in employer spending. After
accounting for tax offsets, the increase in employer spending would be aperdent

¢tKS O2yaSldsSy0Sa 2F OKlFy3aSa Ay SYLX ahéeSaEpdlicyO2 & i a
assumptions, employers who did not previously offer health benefits would now be required to
contribute7 to 8 percent of their payroll into the HSfeepending on the scenariSome employers could

cut wages or reduce their workforce.igbould require the state to further increase the employer
contribution rate. In estimating employer contribution, @id not account for these effects.

Effects on Household Premiuriige estimatehousehold premiums falling fron8 percent of spending to
12 percent of total spendino Scenarios 1 and Blousehold premiums for those obtaining insurance
through the nongroup market in baseline would decrease disproportionaté824). Many of these
householdsareineligible for the ACA Marketplace premiurbsidies and under current law would pay
the full premium price. Even n@roupbeneficiariesligible for norgroup premium subsidies, but near
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the incomeeligibility cutoff, would pay much lower premiums underld8Fbase scenario. This is
because we eablished HSP premiums paid by beneficiaries based on a typical employer plan, which
tends to be lower cost than a Marketplace plan for higkeninghouseholdsTo illustrate, in 2018, an
individual earning $48,000 (i.gust under 400% of the FPL) mighty about $4,500 per year witederal
assistance for a Marketplace plan, but $1,500 per year for an emyilaged plan.

In addition, premiums fall for some lemcome HSBeneficiariesvho otherwise would have participated

in employer health plans. Fexample, we assumed that individuals earning less than 138 percent of the
FPL would pay no premium under the HSP. Some of these individuals would have paid premiums for
employerbased coverage under current law.

In Scenari®3 and 4, household spending premiums would increase by approximately 40 percent,
increasing from 13 to 18 percent of total spending. This increase is driven by reduced subsidies provided
to employees who go from ESI coverage to HSP under theofy@parable scenarios. Without addital
financial support from employers, households moving from ESI to HSP under ttef@fable

scenarios would pay significantly more for health coverage.

Effect on Other Sources of Spendifgending from other sources includes householeobyocket
spending, spending from other public programs inclutht®nd charity care. Wisund spending from
other sources decreases under tH8Fby approximately 5@ercent from 4 percent of total spending to

7 percentin Scenarios 1 and 2 (or by approximat percent in Scenarios 3 and 4 from 14 percent to 9
percent)of total spending. This change is mostly the result of coverage expansions under the HSP. In
addition, wewouldexpect spending from other sources to decreasénforseholdsiot subject tocost
sharingunder the HSP. This includes bbtuseholdsvith incomes below 138 percent of the FPL and
Native Americans.

Effect on Government SpendiMje assumed that under tHéSPthe state would be able to preserve
federal funding currently being paith behalf of Medicaid and MarketplabeneficiariesHowever,

nearly all this funding would be redirected to pay forl&PBoth under current law and under the HSP,
we projeced 33 or 34 percent of health spending to be financed by the federal govatnitgs amount
does not include federal tax reduction for emplebased coverage nor the HSP. If we included these tax
subsidies in this calculation, we would have reported an increase in the federal contribution to New
aSEAD0208 KSIf(iK aLSyRAYy3IO

We projectedi KS adl 6SQa aKINB 2F KSFHfGOGK aLByoRRy3I Ay bSs
percentfor Scenario 1 (or Scenarioc2)f a St AyS aGF 4GS ALISYRAYy3I AyOf dzRSa
spending and premium contributions paid for public workers edtite HSP, thstate keeps these

obligations, while also covering many more people in the state. State spending increases reflect the cost

of providing insurance coverage to those uninsured in the baseline, improving subsidies for those

enrolled in norgroup coverage in the baseline, and reducing-sbsting for lowincome and Native

American beneficiaries. This leads to a significant increase in the share of the health spending assumed by

the state, which mirrors the decline in household premiums anddipg from other sourced-However,
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share of total spending.

Effect on Native American Health Care Spendif§. would disproportionately affect NatiAmerican
populations in several ways. First, Native Americans are more likely to be uninsured than other residents.
As Native Americans would be eligible for HSP, they would represent a disproportionate share of those
gaining coverage under the HSP.dBd¢ Native Amerigas would be exempt from cosharing under the
HSP.Third, we @ not assume that HSP would replde&hbenefits. Native Americans could continue to

use their IHS benefits in addition to HSP. However, as more Native Arheriseholdsare covered

under HSP, spending on IHS facilities and providers may be lower.

F. Budgetary Impaainder Alternative Scenariesid Sensitivity Analyses

TheHSAwould createan entitlement program for the state. In 2024, we estimate total state benefit
spendingand administrative costs for HB&neficiariesvould be $8 billionfor Scenarios 1 and 2 or $9.1
billion for Scenarios 3 andBor details on budgetary impact, see Appendix A, Tables Al1.6, A2.6, A3.6,
and A4.6)Over the 5year period, totaHSPspendihg would bébetween$47 and $52billion dollars
(Table5.1). In addition, the state would lospproximately$1.5 billion in revenue from taxes paid by

private insurance companied he cost of HSP would be funded by premiums paid by HSP beneficiaries,
employer contribution, federal funding, and state expenditures.

We estimate significant variation across scenarios in the ability of the state to fund the HSP with existing
revenue. Over the initiahgear period, we estimatkthat the HSP would be underfded by $5.8 billion

for Scenario 1 ESIComparablavith No Pay Reduction, while existing funding would be sufficient to

cover the cost of the HSP in ScenargMCAComparable with 1% Pay Reduction. Employers would
contribute 7 to 8 percent of payrath HSP and, we estimate59 percent and 51 percent of employees
would obtain coverage through the HSP under Scenario 1 (and 2) and Scenario 3 (and 4), respectively.
For Scenarios 1, and 3, we approximated the amount of a general payroll tax liketjedde close the
funding shortfall. These general payroll taxes would need to average approximately 2.3 percent, 1.7
percent, 0.3 percent for Scenarios 1, 2, and 3, respectivady the initial 5 years of the HSP

We conducted sensitivity analyses @swamptions related to utilization under the HSP by those
previously uninsuredndthe effects of slower growth in payments to providers and facilities. Specifically,
we modeled the following additional scenarios:

1 Sensitivity Analysts Utilization othose who are newly insured under the HSP (i.e., uninsured in
baseline)ncreases by half the amount suggested by the Oregon Health Insurance Experiment.

1 Sensitivity Analysi&s Utilization of those who are newly insured under the HSP (i.e., uninsured in
the baseline) does not change under the HSP.

1 Sensitivity Analys& Provider and facility payment rates under the HSP (HSP prices) growhby CPI
minus 2 percentage points.
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Table5.1 Total Costs of HSP, Revenues, and Budgetary Impact by Scekltiltior(éof Dollars)

ESiComparable ACAComparable
Scenario 1 Scenari@ Scenari@ Scenarict
L No Pay 1% Pay No Pay 1% Pay
Description Reduction Reduction Reduction Reduction
HSP Benefits and Administration 51,985 51,089 48,082 47,106
Total Revenue 46,186 46,367 47,214 47,168
Premiums 5,364 5,408 8,929 8,877
Employer Contributions 8,922 9,044 6,702 6,706
Availableg=ederal Funding 22,246 22,246 22,246 22,246
AvailableState Fundin@lus Tax Impacts 9,654 9,668 9,337 9,339
Budget Shortfall 5,799 4,723 868 -62
AverageéEmployerContribution 8.0% 8.0% 7.0% 7.0%
0 . .
(/EOEZT)ponees with ES| BaseWteo Enroll in HSP 59 0% 50.0% 51.0% 51.0%

Source: KNG Health analysis of the Health Security Plan
b2iSay Ly GKS am: t | éwproSidedaddidciBypaymantrites byNoR2l petcemiafe pai)Tax
Impacts include changes in state income tax revenue and insurer premium tax revenue.

We receivd public comments raising concermgerour use of the Oregon Health Insurartexperiment
findings to adjusthe utilization of those who are uninsured in the baseline. Therefore, we tested the
sensitivity of our findings on budget shortfall under alternative assumptions. We reran Scenario 1 but
under an assumption that utilizati for the uninsured would increase by half of that used in our Scenario
1 (Sensitivity Analysis 1) and that utilization would not change with the HSP for the previously uninsured
(Sensitivity Analysis 2). We estintltedget shortfalls of $5.25 billiomd $4.71 billion in Sensitivity
Analysis 1 and 2, respectively. We also examined the sensitivity of the budget shortfall in Scenario 1 to
alternative assumptions regarding the growth in provider and facility reimbursement rates (HSP prices).
We found thaffor everyl-percentagepoint reduction in the growth of HSP prices, the budget shortfall
would fall by roughly $1.1 billion (Scenario 1 vs. Scenaiougiget shortfall of $5.8 billion and $4.7

billion as reported in Table 5.1.; Sensitivity Analysi®3dget shortfall of $3.6 billion).
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VI. Economic Impacts and Other Potential Effecth@Health Securiti?lan

TheHSRnay have additional effects on New Mexico and New Mexicans beyond those directly estimated

in our microsimulation model. For examplearges in health care spending as a result oHBBcould

have macroeconomic effects on the state, which could impact employment, earnings, and state taxes.

Some effects relate to the myriad forms of insurance that supplement spending on health cagé thro
YSRAOIfT AyadaNl yOSod 9EIYLX S& AyOfdzRRS KSIHtGK OF NB a
and automobile insurance policies. Moreover, &Rvould provide expanded access to health care,

including preventative screening and servicesckvbould improve the overall health of New Mexicans.

In this section, we consider these potential downstream effects.

A. Economic Impact

Based on the effectsf the HSRlescribed in the previous sectiome conducted an economic analysis of

the plan.The HSIB expected to increase the size of ttealth cargrovidersector in New Mexico. Any

health carespending increases fromthSRs A £ £ NBadz G Ay FFRRAGAZ2ya (2 (KA
intense utilization of existing resources, or from the additibnew providers and capital investment in

the state. To conduct the economic analysis, we asduina the HSHs selffinancing since the state

must maintain a balanced budget. a®sult,changesn state spendingre offsetby change# revenue

from taxes, insurance premium paymemisdreduced provider payments. Demand for all New Mexico
businesses will increase only to the extentolustate purchases on other goods are reduced as state
consumption is reallocated towards heattire.

EconomicContribution. We used the IMPLAN model of the New Mexico economy, which models the
degree to which goods and services inputs are provided from businesses in the state. The IMPLAN model
is an inputoutput model where the production of goods or servicegsamels upon the purchase of a set

of specific inputs, that is, labor and required equipment and matétidlse IMPLAN model of New

Mexico estimates the direct and indirect effects on jobs and incomes in thesstelteadospital€

purchase ofmore supgks or physician office@nd medical clini€kontracsfor more accounting,

maintenance, and legal services.

The instate economic contribution of new spending under the etfisists, first, of direct spending at

new or existindnealth careprovidersand facilitiesn New Mexico. This expansion adds jobs and income
measured by its contribution to gross state prod(ict,,the value of goods and services produced in

New Mexicd. In addition, there is a positive indirect impact from that spendingmsies of goods and
services to health cagrovidersand facilitiedhemselves employ more workers and in turn purchase
additional goods and services as inputs to their own business. For example, additional physician office
visits may generate an indirect demand for office space and medical suppothgiedsenting

economic impacts, we focus exclusively on changes in spending for health care $taette$the HSP
scenarios will also reduce administrative costs. The direct effect of the reatlivénistrativespending

83 The quantitative requirements are modeled by the detailed kmatiput production matrix estimated by the US
Bureau of Economic AnalydisS. Bureau of EconamAnalyses. (2019regional Economic Accoufibsita set].
https://www.bea.gov/data/gdp/gdistate.
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will adversely impact those firms and worketgal provide them, at insurance companies for instance.
In that sense they have a negative economic impact. But thegralssavingsn total health care
spendingwhich reduce required governmeand HSP beneficiaspending. In these cases, under the
HSPthose savings are available to be spend on other goods and services, either directly, or through
reduced taxesWe assume thattose spending increases will exactly offset the negative direct effect of
the reduced admiistrativespending

We estimatehrough IMPLAN that this new demawdl, through 2028, in Scenariodeneratean annual
average of 326 additional jobs andbout$805 million additional incoméacross the 5 yearfr New

Mexico residentg¢Figure 6.1, Table 6.[he model acknowledgeand accounts for the fact that some
supplies are purchased from eaoft-state) In Scenario 2, where provider and facility reimbursement

rates are assumed to grow at a slower rate than in Scenario 1, the impact will be small, with an average
increase ofl59jobs per year and total of $38 million in income across the 5 years. The results for the
other scenarios (3 and 4) are similar to their corresponding scenario based ondchmp&hble

models.

Figure6.1 Average Annual Impact on Jalishe HSP2024-2028

3,500 3,326

3,231
3,000
2,500
2,000
1,500
1,000

500

159 268
. — ]
Scenario 1. ESI- Scenario 2. ESI- Scenario 3. ACA- Scenario 4. ACA-
Comparable No Pay Comparable 1% Pay Comparable No Pay Comparable 1% Pay
Reduction Reduction Reduction Reduction

Source: IHS Markit analysis of the Health Security Plan
b2GSay Ly GKS awm: t I éwproSdedadiifdciBypaymanOréigs byNmkdi2l petcentafe paiNJ
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Table 6.1 Direct and Indirect Economic Impact of ##8Rin $ Millions), 20242028

E%tgérstﬂznggg gs:r?gir:; Difference Direct + Indirect Impacts
Spending Wages
Scenario ESIComparable No Pay Reduction
Admissions 12,234 12,078 156 210 111
Out-Patient 6,567 6,570 -3 -5 -3
ER Visits 4,893 4,765 128 172 91
Office Visits 5,530 5,345 184 259 137
Rx Fills 8,777 8,788 -12 -15 -8
Other 25,348 24,709 639 897 476
Total 63,348 62,255 1,093 1,517 805
Scenario ESIComparable 1% Pay Reduction
Admissions 12,026 12,078 -52 -69 -37
Out-Patient 6,458 6,570 -112 -157 -83
ER Visits 4,816 4,765 52 69 37
Office Visits 5,434 5,345 88 124 66
Rx Fills 8,633 8,788 -155 -201 -107
Other 24,927 24,709 218 306 162
Total 62,295 62,255 40 72 38
Scenario ACAComparable No Pay Reduction
Admissions 12,231 12,078 153 206 109
Out-Patient 6,563 6,570 -7 -10 -5
ER Visits 4,891 4,765 126 169 90
Office Visits 5,528 5,345 182 256 136
Rx Fills 8,786 8,788 -2 -3 -1
Other 25,319 24,709 610 856 454
Total 63,318 62,255 1,063 1,474 782
Scenarigt ACAComparable 1% Pay Reduction
Admissions 12,034 12,078 -43 -58 -31
Out-Patient 6,462 6,570 -108 -152 -80
ER Visits 4,821 4,765 56 76 40
Office Visits 5,437 5,345 91 128 68
Rx Fills 8,655 8,788 -134 -173 -92
Other 24,924 24,709 215 302 160
Total 62,333 62,255 78 122 65

SourcelHS Markianalysis of the Health Security Plan
b2diSay Ly GKS am: t I éwpoSidedaddidcitypaymantrites byNIRil Hetceniafe paimDotals
may not add up due to rounding.
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In principle these effects can also genera@taduced spending of the additional incomes earned by
newly employed workersvhichwould further expand the state economy. But the requirement of budget
balancefor governments and households requires that,nthen to finance H8spending, there must be
corresponding reductions in other state spendingax increasedf the former, the economic impact of
those spending reductions would generate the same reduction in induced spending. Similarly, in the
latter case, tax increases would have offsetting negative spending imphete direct spending flows
enable and encourage employment and income responses from suppliershefitiecareproviders.

The HPwould replace some of the complex structure of empigyrovided health insurance plaas

the current balance of insurance ca$taring shift between employers and employees. This shift will

have implications for the labor market and wage setting. We asbtiraelabor market adjustments

over time, functioing efficiently, will result in wage impacts thiatgeneralmaintain the netof-

insurance costs of both employees and employers. That is, to the extent that employers are relieved of
premium costs they will similarly compensate workers at higher wage levels. Of course, there will be a
range of outcomes across imidiual firms and workers of different types, but on avethgse will offset

The New Mexico Economy and Tax Impdbtsfull economic impacts must consider the competition for
resources, especially labor, across the state and the country. The IHS Markit econometric model of the
New Mexico economy consists of a series of simultaneous equations, with demand and spexzaing i

sector of the economy a function of household (consumer) income and spending, business (investment or
purchases of inputs), and government spending. That spending in turn creates the demand for labor in
each sector, which, together with demograptaasl local labor supply, generates employment and wage

and salary income.

Any net changes in business costs or household disposable income have further impacts on economic
demand and activity across all sectors, which are captured in our model equBtierezonomic impact

of these changes can be further analyzed through their influence on three sets of economic actors:
government businessand touseholds

A balancednnualstate budgetrequiresany increased spendirig be balanced by increased tax

revenues. We have calculated the required tax rate increases under various finance plans in order to
analyze their impact on business and/or household taxpayers. Thesandttax cost changes have
further implications for consumer spending and businegsiggtas these impacts are estimated by our
economic model. Of course, as the?d8creases business and household health insurance premiums, it
may hold them harmless dhe net.

Health sector expansion will generate additional state tax revenues basecreased revenue and
incomes in the sector. We considdthe implications fothe tax revenue of the HS

1 Individual Income TaXo the extent that payrolls expand with expantiedlth careunderthe HSP
the additional income tax collected on wagesl salaries is a positive fiscal impact offtogram.
New Mexico has a progressive income tax with a top marginal rate of 4.9%. As that rate applies for
annual incomsabove an annual rate of $24,000 (for a household, $16,000 for an individual), most
new income will be taxed at that rate. The increased income in the health care sector, plus the
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indirectly generated new income in other sectors is estimated to boost tax recedu024to
2028by $7 millionin enariol, $20millionin Senario 2 $65millionin Eenario 3 and $20million
in Scenario 4

Gross Receipts TE@&RT.)Businesses in New Mexico are subject to a 5.135% tax on receipts from sales
of goods and service§Some lealth care providers are exempt from the tsathe HSPbhoosts GRT
primarilythrough its effect onndirect spending. The resulting revenoeer 2024 to 2028otal $20

millionin enariol, $6millionin enario 2 $8millionin Lenario 3 and $Gmillionin Scenario 4

B. Other Factors

2 2 N)] SNBE Q h.Zné KIS3/Hehlt Rebrm Model uses estimates of econdteyspending on
medical care from all sources. This includes public and private insurance as well as medical care and
administrative costs associated with thpdrty payers, including those paiddhghworkers'

compensation and automobile insurance. Employer costgdidter€zompensation will decrease to the
extent that the medical portion aforkers' compensation costs trans@&om theworkers'

compensation ledger to the state budget undee th®. To the extenthat workers' compensation
insurance is paid through employer and employee contributions, employees may likewise see a net
increase in their paychecks.

Although those costs are factored into the microsimulation modeligvead estimate the magnitude of
the reduction in payments by employenmrkers, or drivers. THdSAcalls for the superintendent of
insurance to quantify these savingtB 295 &16(A)).

Automobile insurancedutomobile insurance has four basic expensegmies:
1. Liability, which includes property and bodily injuries for which the policyholder is legally responsible.
2. Medical payments, which covers medical care for the insured and any passengers.

3. Uninsured motorists, which covers the medical costs assdaiatk injuries due to an uninsured
motorist.

4. Physical damage, which covers physical damage to the policyholder's car.

In principlethe HSRcould eliminate uninsured motorist coverage because the uninsured motorist will
have a primary source of medicatepayment, a medical plan most commonly through the HSP. The
expanded medical coverage may likewise reduce the cost of medical payments coverage for injuries to
the policyholder and passengers, and possibly for any medical liabilities. The cost of éelioswiance

is likely to decline, but these categories may not zero out to the extent that some New Mexico residents
will remain medically uninsured.

Potential Long Term Health Benefiftealth careexpenditure savings may be realized over time as those
newly insured byhe HSRaccess preveative care, lowering the costs associated with preventable and
manageable diseaseThe analytic horizon of the budget impact analysis is only 5 years, while much of
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the savings from improved access likely will bézeon a longer time horizon. IM@arkit used

its Disease Prevention Microsimulation Mdded estimatethe longterm effects of expanded coverage
and access to preventative services urtlerHSP The simulation was run over 10 years for each person
in the New Mexicopopulation,onceassuming status quo treatments/interventidios the uninsured and
again simulating patierdentered, preverdtive care for the newly insure@ihe two sets of resulisere
compared to estimate thgains and losses froumiversal coverage. We assumed that nemdyred

adults undethe HSRyet patientcentered care resulting in lower blood pressure and cholesterol, some
weight losssmoking cessation, and better glycemic control (first scenario). An alternate scerwomi(s
scenario) assumed that the patiergntered care resulted only in lower blood pressure and cholesterol,
as well as better glycemic control (ifactors that could be controlled with medicine atid not require
behavioral change).

We examined exmted health caresavings, household income increase, disability payment savings, and
life years saved, by year after implementation of HSA and scenario. After the implementation of the HSA,
outcomes increased over the first ten years under the first anogkescenaria The gross savings from

such care (noting that the cost to provide this preadiae care is included in the simulation output) are
estimated to beb149 million over the first five years under the first scenario and $94 million under the
semnd scenarigFigure6.2). Health caresavings over the first 10 years under the first scenario equate to
$330 million and $184 million under the second scenBetter health may be associated with increased
productivity for the newhmnsured, which codltranslate into higher income (estimate at over $2.7 billion
over 10 years in the first scenario and almost $1.4 billion in the second scéviar®)ife years are

expected to be saved under the first scenario compared to the second scenario. Fiadtgetdns
implementation of the HSA, the life years saved are 7,931 and 5,820 under the first and second scenarios,
respectivelyrfot showr). The life years saved over 10 years under the first and second scémzneéase

to 76,657 and 51,755 yeanespectively While theHSHnay increase costs to the state, economic and
life-year savings from the improved health of newly insured adults could offset some of these costs.

84 Chen, F. et al. (2019)enyear Medicare budget impact of increased coverage forodm@sity interventionJournal of
Medical Econom$22(10):10961104. doi: 10.1080/13696998.2019.1652185.

Su, W. et al. (2018Yhere can obesity management policy make the largest impactaiwglsubpopulations through a
microsimulation approacidournal of Medical Economi(9):936943. doi: 10.1080/13696998.2018.1496922.

Su, W. et al. (2016Return on Investment for Digital behavioral Counseling in Patients with Prediabetes and
Cardiovacular Diseas@®reventing Chronic Diseds®E13. doi: 10.5888/pcd13.150357.

Semilla, A.P. et al. (201Reductions in Mortality among Medicare Beneficiaries Following the Implementation of
Medicare Part DAmerican Journal of Managed Cad¢9Suppl):s1651.

Dall, T.M., et al. (2015yalue of Lifestyle Intervention to Prevent Diabetes and Sequetssrican Journal of Preventive
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Figure6.2 PotentialHealth @re Savings after Implementation of H&#n PatientCentered Care*

Gross Health Care Savings after Implementation of HSA
$350,000
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$50,000

$0
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Years after Implementation

—@— First Scenario —@— Second Scenario

Source: Analysis by IHS Markit.

Notes:*First ScenarioVe assumed that newly insured adults under the HSP get patatgred care resulting in lower blood
pressure and cholesterol, some weight loss, smoking cessation, andghgtiEmic controlSecond Scenario: Véssumed that

the patientcentered care resulted only in lower blood pressure and cholesterol, as well as better glycemic control (i.e., factors
that could be controlled with medicine and did not require behavioahgh).
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VIl. Discussion

If implemented, the Health Security Act would be the most ambitious-iséeted health reform ever

carried outin the United States. UnderthtéS> G KS a il 4SQa dzyAyadz2NBR NI GS
percentand the vast majority of the population would receive coverage through a public insurance
program. The rolef private insurance would be diminished, and some segments of the private insurance
market would likely disappear. TheFH®uld affectaccess tdealth care, health care spending,

household disposable income, compensation, employment, and public finances. The direction and
magnitude of these effects depend thre structure and scope of the A8ndbehavioral responses from
households, employers, &kth care facilities, providers, insurance companies, and the state government

¢ all of which are uncertain. As these policies have never been tested in New Mexico or anywhere else in
the United States, all predictions of potential effects are inherepdgidative.

A. Summary of Key Findings

In this study, we examined the cost of th8Runder differentscenarios and whether existirgvenues

would be sufficient to cover the cost of the plarhe extent to which current revenues are sufficient to
cover thecost of the HSP depends on the structure of the plan. In owoERharable scenario with no
provider/facility payment reduction, we projected that the HSP would be underfunded by approximately
$5.8 billion over the first 5 years. Reducing the growgiarider/facility payment rates from CHIto

CPIM minus 1 percentage point would reduce the shortfall by approximately a billion dollars to $4.7
billion (Scenario 2). The funding shortfall would be significantly reduced under an HSP with premium and
cost-sharing structures similar to the ACA, due largely to higher premium contributions among those who
received ESI in baseline (Scenario 3). Under thed@parable scenario, the shortfall would be

eliminated by slowing the growth of provider/facilitynneursements by 1 percentage point below-NIPI
(Scenario 4).

In general, we found relatively small economic impacts frorti8f While overall economic impacts

are small, the private insurance industry and its employees would see significant negsts as

private insurance in the state would be greatly reduced. The HSP would limit the role of private insurers
as insurance coverage and associated administrative activities for the HSP are done by the state. As a
result, many workers in this indugtwould likely lose their jobs. While resources currently being devoted
towards insurance administration could be redirected towards other productive economic activities,
including additional public administrative duties necessary for the operation ahd$SP could

produce financial hardship to New Mexi¢auseholdsaind businesses associated with the private
insurance industryAcross the state, estimate positiverelatively smakconomic gains due to higher
spending on health care services. r&tiver, f administrative costs are compliant with thgercent cap
established by thelSAwe estimated thatotal health care spending would be loweith the HSRBhan

under the baseline. With lower health care spending, employers and individuals could spend more on

20KSNJ 322Ra YR aSNWAOSa GKIdG Yre BAStR AYyONBIlasSa
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B. Further Considerations and Study Limitations

Our model made several assptions that drive the overall findisgegarding the cost and revenues
available to fund the HSP. These key drivers require careful consideration as they affect the feasibility of
the HSP.

1 Federal Waivers Medicaid and Marketplacé/e assumed that &v Mexico would receive waivers
for Medicaid and the Marketplace to fold these programs into the HSP. Whether the state could
obtain such waivers is uncertaifihe federal government would, at a minimum, require budget
neutrality and likely savings toagt the waivers. We also assumed that Medicaid-tgkand
enrollment in a Marketplace plan would remain similar to current levels, except for population
growth. In other words, weidinot assume federal funds are available for those New Mexico
residentswho areMedicaideligiblebut not enrolled Federal contributions to cover the cost of the
HSP could be increased by increasing enroliment in Medicaid and on Marketplace plans for those
eligible for federal financial assistance priotht®implementationof the HSP. In additiorhe¢ HSP
limits eligibility to those who have resided in the state for at least one year. Many of those who fail
the residency requirememhay beeligible forfederal Marketplace subsidies. The HSP would likely
effectively elimina the ACA Marketplacgsptentiallyleavinga small number gieople unable to
access Marketplace coverage or the HSP.

1 Continuation of ACA and Federal Fundingr results assumed that the ACA and assocfatéztal
funding will continue to be availaliie the state. Under the ACA, tfederal Medicaignatchingrate
applied for newly eligible adults under Medicaid expansion is 90 percent for 2020 and beyond. In
addition, the ACA provides federal financial assistance to those eligible on the Marketplace
Together, theséederal assistance programs contribute an estimated $2.1 billion to New Nexico.
California v. Texas, a pending case before the Supreme Court, could potentially strike down the entire
ACA as unconstitutional. If this did occur, the iohpa HSP funding would depend on what, if any
new program, replangthe ACA.

1 Eligiblebut-not-enrolled Populationsln the status quo, many of those who are currently uninsured
are Medicaiekeligible. If those individuals enrolled in Medicaid uraerent law, the federal
government would pay most of the cost. However, as these individuals are not enrolled in Medicaid
currently, the state does not currently receive federal funding on their behalf. We assumed the state
would not receive additional deral funding if these individuals were enrolled in the HSP. Similarly,
we did not assume the state would receive additional federal funding from enrolling individuals
eligible for Marketplacsubsidies into the HSP. This suggests that the state coulckrduifederal
shortfall associated with HSP if they improved Medicaid and Marketplace participation rates prior to
implementing the reform.

85 Blumberg, L.J. et al. (2019)ateby-State Estimatesf the Coverage and Funding Consequences of Full Repeal of the
ACAWashington, DC: The Urban Institiips://www.urban.og/research/publication/statstate-estimatescoverage
andfundingconsequencesfull-repeataca
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We found that the HSP would achieve universal coverage among eligible populations. However, in
practice, not all kgible individuals andouseholdsvould choose to enroll. We assumed the state

O2dzf R AYLX SYSyYy (G aldzi2YFGAO SYyNRBEfYSyluzée 6KSNB | L
income tax filings, and neamrolled individuals are covered via retroactive lglity. However, many

uninsured New Mexican residents are already covered through retroactive Medicaid eligibility.
CKSNEF2NE>S | aA3ayATAOlNyi L} Nlebasglinezrfay alréagyanget 5 S Of |
our coverage definition. In this sen we may be overstating the coverage gains from the HSP.

1 Administrative Savings fraiime HSP In our model, a key driver of savimgsuld bereduced state
administrative costs. The 20H®ANtroduced legislatiothat would limit administrative costs the
HSP to no more than 5 percent of total spending starting in the sixth Wasaassume that
administrative costs represent 9 percent of total HSP spending in 2024 and fall to 5 percent by 2028.
Our assumed administrative cost levels represenifgigntly lower costs as a percentage of total
spending than is currently achieved by the state Medicaid program or by the national Medicare
program. Spending on administrative costs accounted for roughly 12.4 percent of total New Mexico
Medicaid spendig in 2017¢ According to the National Health Expenditure Accounts €M
administrative costs accounted for approximately 7 percent of Medicare spemdtmuntries with
multiple payers but tightly regulated insurance markatish as Germany, thestherlands, and
Switzerlandadministrative costs account for approximatélyo 5percentof total spending’

1 Tax Treatment for Employer and Employee HSP Contribulibase are considerable tax benefits to
ESbecause contributions by employers are not subjefetieral taxes and employee contributions
are madeusingpre-tax dollars, loweringmployeé t@x liability We assumed that these tax benefits
would also apply undéhe HSP. Whether such preferentiak benefits would be applied to the HSP
is uncertain althoughin prior analyses dfealth reform in New Mexi¢ahis assumption was viewed
as reasonabl& The tax treatment of contributions by employers and employees is an important
issue that thestate would need to resolve.

1 Employee Retirement Income Security ARISPCompliance Plann our analysis, we assumed that
the state would be able to develop an ERt®/pliant approach whereby ttsate would collect
funds through a payroll fee on @hoyers whose employees obtain coverage through the HSP. We
also considered an alternative scenario where the HSP is funded, in part, through a payroll tax on all
SYLX 28 SNE @ 9wL{! Q& & LINB S Ydadte toingke @BvislgammgEStof A YA G a
GKS SEGSYyld GKIG Gdprdored meBth planshe shudtit inf@rvdtidin Brétti NJ

8 New Mexico Legislative Finance Committee. (2048)licaid Spending on Program and Managed Care Administration
New Mexico Legislative Finance Committee.

https://www.nmlegis.gov/Entity/LFC/Documents/Health Notes/Health%20Notes%20
%20Medicaid%20Administrative%20C¢&20May%202019.pdf

87 Washington State Institute for Public Policy. SiRgiger and Universal Coverage Health Systems:

Final Report. May 2019. http://www.wsipp.wa.gov/ReportFile/1705/Wsipp_Shaglerand-UniversaiCoverageHealth
Systemd-inalReport_Rport.pdf

88 Chollet, D., Liu, S., Gillia, B et al. Quantitative and Comparative Analysis of Reform Options forHeddhdiage
Coverage in New Mexico. July 31, 2007. Final Report. Mathematica Policy Research, Inc.
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likelihood that our assumptions would be consistent with ERISA. While no definitive conclusions were
drawn, a general view could be surmised thataly be possible to design approaches that are

materially similar to those assumed. This view is consistent with the approach followed by
Mathematica Policy Research in its assessment of health care reform options for extending coverage
in New Mexicd® Nevertheless, the development of ERt®Aipliant approaches to implement the
HSPandachieve its goals could face legal challenges, which were not addressed in our study.

C. Conclusion

Our analysifoundthat the H®would create neatiniversal health insurance coverage in New Mexico.
The plan would also improve health care affordability for éowl middleincomehouseholdghat would
otherwise receive coverage through the rgmoup market. Usage of health care seggiwould increase,
but total health care spending would fall due to reductions in paigkr administrative costs. Most of the
cost of the HBcould be financed by redirecting public funding from duplicative health programs,
requiring contributions fromraployers not offering coverage, and requiromneficiariesvith means to
pay a portion of their own premium costs. Still, additional funding soaragbe needed to fully cover
the cost of the programdepending on the structure of the plan
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A. Detailed Results Tables for Scenarios

TableAl.1 Coverage Impact of Health Security Plan by (feBihousands(Scenario 1IESIComparableNo Pay Reduction)

Year Coverage Baseline Post # Impact % Impact
ESI 751 307 -444 -59%
Medicaid 696 13 -682 -98%

2024 Non-Group 66 0 -66 -100%
Uninsured 188 4 -183 -98%
HSP 0 1,375 1,375
ESI 748 306 -443 -59%
Medicaid 694 13 -681 -98%

2025  NonGroup 65 0 -65 -100%
Uninsured 187 4 -182 -98%
HSP 0 1,371 1,371
ESI 745 304 -441 -59%
Medicaid 694 13 -680 -98%

2026 NonGroup 64 0 64 -100%
Uninsured 186 4 -181 -98%
HSP 0 1,367 1,367
ESI 742 279 -463 -62%
Medicaid 693 13 -679 -98%

2027 Non-Group 64 0 -64 -100%
Uninsured 185 4 -180 -98%
HSP 0 1,386 1,386
ESI 740 300 -439 -59%
Medicaid 691 13 -678 -98%

2028  NonGroup 63 0 63 -100%
Uninsured 184 4 -179 -98%
HSP 0 1,360 1,360

Source: KNG Health analysis of New MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan
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TableAl.2 Total Volume of Services GgtegoryCoverage and Year (Scenarig@$iComparableNo Pay Reduction)
Baseline (thousands) Post (thousands)

Year Coverage Admissions Outpe\t}:;rtl; ER Visits (\)/]Ziz RX Fills| Admissions Outp?;:;rt]; ER Visits (\)/]:fslﬁz RX Fills
ESI 45 125 261 2,709 7,221 18 49 105 1,105 2,880
Medicaid 69 54 301 3,160 5,590 66 109

2024 NonGroup 14 20 248 813 0 0
Uninsured 21 53 420 1,542 10 36
HSP 0 0 0 0 0 109 169 636 5,608 12,545
ESI 46 126 265 2,741 7,285 19 49 106 1,119 2,908
Medicaid 70 55 398 3,206 5,667 8 68 112

2025 Non-Group 14 20 248 811 0 0 0
Uninsured 21 54 424 1,557 10 36
HSP 0 0 0 0 110 171 646 5,679 12,672
ESI 46 127 269 2,771 7,341 19 50 108 1,130 2,931
Medicaid 71 56 405 3,254 5,746 69 114

2026 Non-Group 14 20 249 811 0 0
Uninsured 21 55 429 1,571 10 35
HSP 0 0 0 0 112 172 656 5,752 12,799
ESI 47 128 272 2,798 7,390 17 46 101 1,052 2,716
Medicaid 72 57 411 3,299 5,821 8 70 116

2027 NonGroup 14 20 249 811 0 0 0
Uninsured 21 55 433 1,585 10 35
HSP 0 0 0 0 115 178 674 5,911 13,159
ESI 47 129 276 2,827 7,444 19 50 110 1,147 2,951
Medicaid 73 58 418 3,344 5,892 71 117

2028 Non-Group 4 14 20 250 809 0 0 0
Uninsured 9 22 56 437 1,597 10 34
HSP 0 0 0 0 0 114 176 676 5,893 13,057

Source: KNG Health analysis of New MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan; Post £olicy (HSPeriod Volume of services change, in part, because the number of individuals

coverdl in each coverage group changes between the baseline and post policy period.
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TableA1.3 Total Volume of Services GptegoryBaseline Coverage and Year (ScenaBES#ComparableNo Pay Reduction)
Baseline (thousands) Post (thousands)

Year CB:zf/grigge Admissions Ompa&:;?; ER Visits ?/f,g(,:é RX Fills| Admissions Outpi\;::ir:; ER Visits ?/Ziz RX Fills
ESI 45 125 261 2,709 7,221 45 124 265 2,751 7,325

024  Medicaid 69 54 391 3,160 5,590 68 53 391 3,160 5,590
Non-Group 14 20 248 813 4 15 22 278 913
Uninsured 9 21 53 420 1,542 11 27 72 601 1,743

ESI 46 126 265 2,741 7,285 46 125 269 2,784 7,390

o0p5  Medicaid 70 55 398 3,206 5,667 69 54 398 3,206 5,667
Non-Group 14 20 248 811 4 15 22 279 911
Uninsured 9 21 54 424 1,557 11 28 73 608 1,760

ESI 46 127 269 2,771 7,341 46 126 273 2,814 7,447

o026 Medicaid 71 56 405 3,254 5,746 70 55 405 3,254 5,746
Non-Group 14 20 249 811 4 15 22 280 911
Uninsured 21 55 429 1,571 11 28 74 614 1,776

ESI 47 128 272 2,798 7,390 47 127 276 2,843 7,503

s0p7  Medicaid 72 57 411 3,299 5,821 71 56 411 3,299 5,821
Non-Group 14 20 249 811 4 15 22 280 911
Uninsured 21 55 433 1,585 11 28 74 620 1,791

ESI 47 129 276 2,827 7,444 47 128 280 2,871 7,553

sopg  Medicaid 73 58 418 3,344 5,892 72 56 418 3,344 5,892
Non-Group 4 14 20 250 809 4 15 23 281 909
Uninsured 9 22 56 437 1,597 12 28 75 626 1,805

Source: KNG Health analysis of Mew MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; Post = Post Policy (HSP) Period. Volume of services change, in part, because the type of coharagefroay Baseline
Coverage between the baseline and post policy period.
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Baseline ($ millions) Post ($ millions)
OoP ER Office RX OoP ER Office RX
Year Coverage IP  Visits Visits Visits Fills Other Admin  Total IP  Visits Visits Visits Fills  Other Admin Total
ESI 1,005 625 574 390 884 2,282 658 6,419 396 244 227 159 355 900 220 2,501
Medicaid 914 492 216 501 463 1,873 631 5,090 16 10 10 9 40 13 102
2024 NonGroup 106 68 47 36 94 223 107 6380 0 0 0 0 0 0 0
Uninsured 213 34 39 61 192 191 0 730 3 1 1 4 4 0 15
HSP 0 0 0 0 0 0 0 0| 1,852 963 669 851 1,262 3,743 882 10,223
ESI 1,043 648 598 405 916 2,369 683 6,663 412 253 236 165 369 935 229 2,599
Medicaid 950 512 226 522 481 1,952 656 5,299 16 11 5 11 9 42 13 106
2025 NonGroup 108 69 49 37 96 229 109 697 0 0 0 0 0 0 0 0
Uninsured 221 35 41 63 199 198 0 757 3 1 2 4 5 0 15
HSP 0 0 0 0 0 0 0 0] 1,921 999 697 885 1,309 3,888 805 10,503
ESI 1,082 671 622 420 949 2,458 709 6,911 427 262 246 171 382 970 237 2,695
Medicaid 988 532 236 543 500 2,034 684 5,518 17 11 11 9 43 14 111
2026  Non-Group 111 71 50 38 99 235 112 718 0 0 0 0 0 0 0
Uninsured 229 36 43 65 206 205 0 785 3 1 2 4 5 0 16
HSP 0 0 0 0 0 0 0 0| 1,994 1,036 725 920 1,357 4,041 724 10,797
ESI 1,122 696 648 437 984 2,552 736 7,174 405 251 236 164 365 931 226 2,578
Medicaid 1,031 555 246 567 521 2,122 713 5,756 17 12 12 10 45 14 116
2027  NonGroup 114 73 52 39 102 243 116 739 0 0 0 0 0 0 0
Uninsured 238 38 44 68 214 213 0 815 3 1 2 4 5 0 16
HSP 0 0 0 0 0 0 0 0| 2,112 1,098 775 971 1,439 4,284 650 11,329
ESI 1,164 721 675 453 1,019 2,648 764 7,445 457 280 265 184 407 1,039 252 2,883
Medicaid 1,073 578 257 590 542 2,211 742 5,993 18 12 12 10 47 15 120
2028  Non-Group 118 75 54 40 105 250 119 761 0 0 0 0 0 0 0
Uninsured 246 39 46 70 222 221 0 844 4 1 2 5 5 0 16
HSP 0 0 0 0 0 0 0 0| 2,156 1,119 788 996 1,463 4,376 548 11,446
Source: KNG Health analysis of Mew MexicoHealth Security Plan

Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan; Post = Post Policy (HSP) Period. Total spending may chahgebedzrsaf individuals covered
in each coverage group changes between the baseline and post policy period.
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TableA15. Total Spending bgervice Category, Baselideverage and Year (Scenari@3ComparableNo Pay Reduction)
Baseline ($millions) Post ($ millions)

Baseline Inp.  Out. ER Office RX Other Inp.  Out. ER Office RX Other
Year Coverage Adm. Visits Visits Visits Fills Services Admin Total | Adm. Visits Visits Visits Fills Services Admin Total
Employer 1,005 625 574 390 884 2,282 658 6,419 850 430 427 346 764 1,725 415 4,957
2024 Medicaid 914 492 216 501 463 1,873 631 5,090 1,001 681 349 574 620 2,481 568 6,274
Non-Group 106 68 47 36 94 223 107 680 87 36 30 32 80 145 34 443
Uninsured 213 34 39 61 192 191 0 730| 330 71 96 69 166 336 98 1,166
Employer 1,043 648 598 405 916 2,369 683 6,663| 883 446 445 359 792 1,790 406 5,121
2025 Medicaid 950 512 226 522 481 1,952 656 5,299| 1,040 707 363 598 645 2,583 521 6,457
Non-Group 108 69 49 37 96 229 109 697 89 37 31 33 82 148 30 450
Uninsured 221 35 41 63 199 198 0 757 342 73 100 72 172 348 89 1,196
Employer 1,082 671 622 420 949 2,458 709 6,911 915 461 462 373 819 1,856 396 5,283
2026 Medicaid 988 532 236 543 500 2,034 684 5,518 1,081 735 379 623 670 2,690 471 6,649
Non-Group 111 71 50 38 99 235 112 718 91 38 32 34 84 153 27 459
Uninsured 229 36 43 65 206 205 0 785 354 76 103 75 178 361 80 1,227
Employer 1,122 696 648 437 984 2,552 736 7,174 943 470 476 385 844 1,904 374 5,397
2027 Medicaid 1,031 555 246 567 521 2,122 713 5,756 | 1,133 772 400 651 701 2,824 421 6,902
NonGroup 114 73 52 39 102 243 116 739 94 40 33 35 87 158 24 471
Uninsured 238 38 44 68 214 213 0 815| 368 80 109 78 186 378 71 1,268
Employer 1,164 721 675 453 1,019 2,648 764 7,445 984 495 500 402 879 1,997 372 5,630
2028 Medicaid 1,073 578 257 590 542 2,211 742 5,993| 1,173 796 413 676 725 2,921 362 7,066
Non-Group 118 75 54 40 105 250 119 761 97 40 34 36 89 162 20 478
Uninsured 246 39 46 70 222 221 0 844 380 82 112 80 191 388 60 1,293

Source: KNG Health analysis of Mew MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; Post = Post Policy (HSP) Period. Spending mayiohzant, because the type of coverage may change from Baseline Coverage
between the baseline and post policy period.
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TableA16. HSP Spending and Sources of Revenue by$aavlillionsScenario 1IESIComparableNo Pay Reduction)

Health Budget
. Premiums Available Available Net State Net Health Impact
Security Plan . Employer .
Year : Paid by L Federal State Income Insurance (Positive
Benefits and o Contribution : :
. Beneficiaries Funding Funding Taxes Taxes Values =
Admin.
Unfunded)
2024 9,796 951 1,627 4,096 2,062 9 -290 1,341
2025 10,062 1,004 1,689 4,262 2,143 8 -302 1,256
2026 10,340 1,060 1,752 4,439 2,230 8 -314 1,165
2027 10,832 1,166 1,956 4,629 2,337 12 -329 1,061
2028 10,955 1,183 1,897 4,820 2,415 4 -340 976
Overall 51,985 5,364 8,922 22,246 11,188 41 -1,575 5,799

Source: KNG Health analysis of New MexicoHealth Security Plan
Notes: Health Security Plan Benefits and Administration reflects spending for HSP only and will not match prior table=pavhiokal health carespending in New

Mexico.
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Year Coverage Baseline Post # Impact % Impact
ESI 751 307 -444 -59%
Medicaid 696 13 -682 -98%

2024 Non-Group 66 0 -66 -100%
Uninsured 188 4 -183 -98%
HSP 0 1,375 1,375
ESI 748 306 -443 -59%
Medicaid 694 13 -681 -98%

2025  NonGroup 65 0 -65 -100%
Uninsured 187 4 -182 -98%
HSP 0 1,371 1,371
ESI 745 304 -441 -59%
Medicaid 694 13 -680 -98%

2026 Non-Group 64 0 -64 -100%
Uninsured 186 4 -181 -98%
HSP 0 1,367 1,367
ESI 742 279 -463 -62%
Medicaid 693 13 -679 -98%

2027 Non-Group 64 0 -64 -100%
Uninsured 185 4 -180 -98%
HSP 0 1,386 1,386
ESI 740 279 -461 -62%
Medicaid 691 13 -678 -98%

2028  NonGroup 63 0 -63 -100%
Uninsured 184 4 -179 -98%
HSP 0 1,381 1,381

Source: KNG Health analysis of Newv MexicoHealth Security Plan

Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan
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Baseline (thousands)

Post (thousands)

Year Coverage Admissions Outpe\t}:;rtl; ER Visits (\)/]Ziz RX Fills| Admissions Outp?;:;rt]; ERVisits (\)/]:fslﬁz RX Fills
ESI 45 125 261 2,709 7,221 18 49 105 1,105 2,880
Medicaid 69 54 391 3,160 5,590 66 109

2024 NonGroup 14 20 248 813 0 0
Uninsured 21 53 420 1,542 10 36
HSP 0 0 0 0 0 109 169 636 5,608 12,545
ESI 46 126 265 2,741 7,285 19 49 106 1,119 2,908
Medicaid 70 55 398 3,206 5,667 8 68 112

2025 Non-Group 14 20 248 811 0 0 0
Uninsured 21 54 424 1,557 10 36
HSP 0 0 0 0 110 171 646 5,679 12,672
ESI 46 127 269 2,771 7,341 19 50 108 1,130 2,931
Medicaid 71 56 405 3,254 5,746 69 114

2026 Non-Group 14 20 249 811 0 0
Uninsured 21 55 429 1,571 10 35
HSP 0 0 0 0 112 172 656 5,752 12,799
ESI 47 128 272 2,798 7,390 17 46 101 1,051 2,716
Medicaid 72 57 411 3,299 5,821 8 70 116

2027 NonGroup 14 20 249 811 0 0 0
Uninsured 21 55 433 1,585 10 35
HSP 0 0 0 0 115 178 674 5,911 13,160
ESI 47 129 276 2,827 7,444 18 47 102 1,072 2,729
Medicaid 73 58 418 3,344 5,892 71 117

2028 Non-Group 4 14 20 250 809 0 0 0
Uninsured 9 22 56 437 1,597 10 34
HSP 0 0 0 0 0 116 180 684 5,971 13,284

Source: KNG Health analysis of New MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan; Post = Post Policy (HSP) Period. Volume of services change, ia thertlmatenof indiiduals

covered in each coverage group changes between the baseline and post policy period.
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TableA2.3 Total Volume of Services by Category, Baseline Coverage and Year (Bd&sianonparable1% Pay Reduction)

Baseline (thousands) Post(thousands)
Year Coverage Admissions Ompa&:;?; ER Visits ?/f,g(,:é RX Fills| Admissions Outpi\;::ir:; ER Visits ?/Ziz RX Fills
ESI 45 125 261 2,709 7,221 45 124 265 2,751 7,325
2024 Medicaid 69 54 391 3,160 5,590 68 53 391 3,160 5,590
Non-Group 14 20 248 813 4 15 22 278 913
Uninsured 9 21 53 420 1,542 11 27 72 601 1,743
ESI 46 126 265 2,741 7,285 46 125 269 2,784 7,390
2025 Medicaid 70 55 398 3,206 5,667 69 54 398 3,206 5,667
Non-Group 14 20 248 811 4 15 22 279 911
Uninsured 21 54 424 1,557 11 28 73 608 1,760
ESI 46 127 269 2,771 7,341 46 126 273 2,814 7,447
2026 Medicaid 71 56 405 3,254 5,746 70 55 405 3,254 5,746
NonGroup 14 20 249 811 4 15 22 280 911
Uninsured 9 21 55 429 1,571 11 28 74 614 1,776
ESI 47 128 272 2,798 7,390 a7 127 276 2,843 7,503
2027 Medicaid 72 57 411 3,299 5,821 71 56 411 3,299 5,821
Non-Group 14 20 249 811 4 15 22 280 911
Uninsured 9 21 55 433 1,585 11 28 74 620 1,791
ESI 47 129 276 2,827 7,444 47 128 280 2,873 7,558
2028 Medicaid 73 58 418 3,344 5,892 72 56 418 3,344 5,892
Non-Group 4 14 20 250 809 4 15 23 281 909
Uninsured 9 22 56 437 1,597 12 28 75 626 1,805

Source: KNG Health analysis of Mew MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; Post = Post Policy (HSP) Period. Volume of services change, in part, because the type of coharagefroay Baseline
Coverage between the baseline and post policy period.
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TableA2.4 Total Spending by Service CategGryyerage and Year (Scenarie SiComparablel1% Pay Reduction)
Baseline ($ millions) Post ($ millions)
oP ER Office RX oP ER Office RX
Year Coverage IP  Visits Visits Visits Fills Other Admin  Total IP  Visits Visits Visits Fills  Other Admin Total
ESI 1,005 625 574 390 884 2,282 658 6,419 396 244 227 159 355 900 220 2,501
Medicaid 914 492 216 501 463 1,873 631 5,090 16 10 10 9 40 13 102
2024 NonGroup 106 68 47 36 94 223 107 6380 0 0 0 0 0 0 0
Uninsured 213 34 39 61 192 191 0 730 3 1 1 4 4 0 15
HSP 0 0 0 0 0 0 0 0| 1,852 963 669 851 1,262 3,743 882 10,223
ESI 1,043 648 598 405 916 2,369 683 6,663 412 253 236 165 369 935 229 2,599
Medicaid 950 512 226 522 481 1,952 656 5,299 16 11 5 11 9 42 13 106
2025 NonGroup 108 69 49 37 96 229 109 697 0 0 0 0 0 0 0 0
Uninsured 221 35 41 63 199 198 0 757 3 1 2 4 5 0 15
HSP 0 0 0 0 0 0 0 0| 1,902 989 690 876 1,295 3,849 797 10,398
ESI 1,082 671 622 420 949 2,458 709 6,911 427 262 246 171 382 970 237 2,695
Medicaid 988 532 236 543 500 2,034 684 5,518 17 11 11 9 43 14 111
2026  Non-Group 111 71 50 38 99 235 112 718 0 0 0 0 0 0 0
Uninsured 229 36 43 65 206 205 0 785 3 1 2 4 5 0 16
HSP 0 0 0 0 0 0 0 0| 1,954 1,016 711 901 1,330 3,961 709 10,582
ESI 1,122 696 648 437 984 2,552 736 7,174 405 251 236 164 365 930 226 2,578
Medicaid 1,031 555 246 567 521 2,122 713 5,756 17 12 12 10 45 14 116
2027  NonGroup 114 73 52 39 102 243 116 739 0 0 0 0 0 0 0
Uninsured 238 38 44 68 214 213 0 815 3 1 2 4 5 0 16
HSP 0 0 0 0 0 0 0 0| 2,049 1,065 752 942 1,396 4,157 631 10,993
ESI 1,164 721 675 453 1,019 2,648 764 7,445 427 260 246 171 376 966 234 2,680
Medicaid 1,073 578 257 590 542 2,211 742 5,993 18 12 12 10 47 15 120
2028  Non-Group 118 75 54 40 105 250 119 761 0 0 0 0 0 0 0
Uninsured 246 39 46 70 222 221 0 844 4 1 2 5 5 0 16
HSP 0 0 0 0 0 0 0 0| 2,099 1,094 775 968 1,434 4,275 534 11,180
Source: KNG Health analysis of Mew MexicoHealth Security Plan

Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan; Post = Post Policy (HSP) Period. Total spemalimyg megatise the number of individuals covered
in each coverage group changes between the baseline and post policy period.
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TableA2.5 Total Spending by Service Category, Baseline Coverage and Year (Béesi@mparablel1% Pay Reduction)
Basdine ($ millions) Post ($ millions)
Inp.  Out. ER Office RX Other Inp.  Out. ER Office RX Other
Year Coverage Adm. Visits Visits Visits Fills Services Admin Total | Adm. Visits Visits Visits Fills Services Admin Total
Employer 1,005 625 574 390 884 2,282 658 6,419 850 430 427 346 764 1,725 415 4,957
2024 Medicaid 914 492 216 501 463 1,873 631 5,090| 1,001 681 349 574 620 2,481 568 6,274
Non-Group 106 68 47 36 94 223 107 680 87 36 30 32 80 145 34 443
Uninsured 213 34 39 61 192 191 0 730 330 71 96 69 166 336 98 1,166
Employer 1,043 648 598 405 916 2,369 683 6,663| 878 444 443 357 787 1,782 404 5,095
2025 Medicaid 950 512 226 522 481 1,952 656 5,299| 1,030 700 360 592 638 2,557 516 6,393
Non-Group 108 69 49 37 96 229 109 697 88 37 30 32 81 147 30 446
Uninsured 221 35 41 63 199 198 0 757 | 338 73 99 71 170 345 88 1,184
Employer 1,082 671 622 420 949 2,458 709 6,911 905 457 458 369 811 1,839 393 5,232
2026 Medicaid 988 532 236 543 500 2,034 684 5,518| 1,060 721 372 610 657 2,637 462 6,519
Non-Group 111 71 50 38 99 235 112 718 90 37 31 33 83 150 26 450
Uninsured 229 36 43 65 206 205 0 785 347 75 101 73 175 354 78 1,202
Employer 1,122 696 648 437 984 2,552 736 7,174 927 464 469 379 830 1,875 370 5,313
2027 Medicaid 1,031 555 246 567 521 2,122 713 5,756 | 1,099 750 389 632 680 2,742 409 6,701
Non-Group 114 73 52 39 102 243 116 739 92 38 32 34 85 154 23 457
Uninsured 238 38 44 68 214 213 0 815 358 77 105 75 180 366 69 1,231
Employer 1,164 721 675 453 1,019 2,648 764 7,445 957 477 485 391 854 1,934 356 5,454
2028 Medicaid 1,073 578 257 590 542 2,211 742 5,993| 1,131 772 401 651 700 2,826 350 6,832
Non-Group 118 75 54 40 105 250 119 761 93 39 33 35 86 157 19 462
Uninsured 246 39 46 70 222 221 0 844 366 79 108 77 185 376 58 1,250

Source: KNG Health analysis of Mew MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; Post = Post Policy (HSP) Perioddirperay change, in part, because the type of coverage may change from Baseline Coverage
between the baseline and post policy period.
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TableA26. HSP Spending and Sources of Revenue by$MaMillions)(Scenario 2ESIComparablel% Pay Reduction)

Health

Security Premiums Emolover Available Available Net State  Net Health
Year Plan Paid by Contr?bu)t/ions Federal State Income Insurance Unfunded

Benefits  Beneficiaries Funding Funding Taxes Taxes

and Admin.

2024 9,796 951 1,627 4,096 2,062 9 -290 1,341
2025 9,961 1,004 1,689 4,262 2,143 8 -302 1,155
2026 10,135 1,060 1,752 4,439 2,230 8 -314 959
2027 10,511 1,166 1,956 4,629 2,337 12 -329 740
2028 10,688 1,227 2,020 4,820 2,428 8 -342 528
Overall 51,089 5,408 9,044 22,246 11,200 45 -1,577 4,723

Source: KNG Health analysis of New MexicoHealth Security Plan

Notes: Health Security Plan Benefits and Administration reflects spending for HSP only and will not match prior table=pavhiokal health carespending in New

Mexico.
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TableA3.1 Coverage Impact of Health Security Plan by (fefirousand) (Scenario 3: AGBomparable, No Pay Reduction)
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Year Coverage Baseline Post # Impact % Impact
ESI 751 370 -381 -51%
Medicaid 696 13 -682 -98%

2024 Non-Group 66 0 -66 -100%
Uninsured 188 4 -183 -98%
HSP 0 1,313 1,313
ESI 748 368 -380 -51%
Medicaid 694 13 -681 -98%

2025  NonGroup 65 0 -65 -100%
Uninsured 187 4 -182 -98%
HSP 0 1,308 1,308
ESI 745 367 -378 -51%
Medicaid 694 13 -680 -98%

2026 Non-Group 64 0 -64 -100%
Uninsured 186 4 -181 -98%
HSP 0 1,304 1,304
ESI 742 365 -377 -51%
Medicaid 693 13 -679 -98%

2027 Non-Group 64 0 -64 -100%
Uninsured 185 4 -180 -98%
HSP 0 1,301 1,301
ESI 740 364 -376 -51%
Medicaid 691 13 -678 -98%

2028  NonGroup 63 0 -63 -100%
Uninsured 184 4 -179 -98%
HSP 0 1,296 1,296

Source: KNG Health analysis of Newv MexicoHealth Security Plan

Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan
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TableA3.2 Total Volume of Services Ggptegory, Coverage and Year (Scenario 3CA@#arable, No Pay Reduction)
Baseline (thousands) Post (thousands)

Year Coverage Admissions Outpe\t}:;rtl; ER Visits (\)/]Ziz RX Fills| Admissions Outp?;:;rt]; ER Visits (\)/]:fslﬁz RX Fills
ESI 45 125 261 2,709 7,221 22 59 126 1,337 3,485
Medicaid 69 54 391 3,160 5,590 66 109

2024 NonGroup 14 20 248 813 0 0
Uninsured 21 53 420 1,542 10 36
HSP 0 0 0 0 0 105 158 614 5,373 11,930
ESI 46 126 265 2,741 7,285 22 60 129 1,354 3,520
Medicaid 70 55 398 3,206 5,667 8 67 112

2025 Non-Group 14 20 248 811 0 0 0
Uninsured 21 54 424 1,557 10 36
HSP 0 0 0 0 106 160 624 5,441 12,049
ESI 46 127 269 2,771 7,341 23 60 130 1,369 3,547
Medicaid 71 56 405 3,254 5,746 68 113

2026 Non-Group 14 20 249 811 0 0
Uninsured 21 55 429 1,571 10 35
HSP 0 0 0 0 108 162 634 5,510 12,173
ESI 47 128 272 2,798 7,390 23 61 132 1,381 3,572
Medicaid 72 57 411 3,299 5,821 8 69 115

2027 NonGroup 14 20 249 811 0 0 0
Uninsured 21 55 433 1,585 10 35
HSP 0 0 0 0 109 163 643 5,576 12,288
ESI 47 129 276 2,827 7,444 23 61 134 1,396 3,601
Medicaid 73 58 418 3,344 5,892 70 116

2028 Non-Group 4 14 20 250 809 0 0 0
Uninsured 9 22 56 437 1,597 10 34
HSP 0 0 0 0 0 111 165 652 5,641 12,396

Source: KNG Health analysis of New MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan; Post = Post Policy (HSP) Period. Volume of services change, ia thertlmatenof indiiduals

covered in each coverage group changes between the baseline and post policy period.
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TableA3.3 Total Volume of Services by Category, Baseline Coverage and Year (ScenaGodpa@hle, No Pay Reduction)

Baseline (thousands) Post(thousands)
Year Coverage Admissions Ompa&:;?; ER Visits ?/f,g(,:é RX Fills| Admissions Outpi\;::ir:; ER Visits ?/Ziz RX Fills
ESI 45 125 261 2,709 7,221 45 124 264 2,747 7,314
2024 Medicaid 69 54 391 3,160 5,590 68 53 391 3,160 5,590
Non-Group 14 20 248 813 4 15 22 278 913
Uninsured 9 21 53 420 1,542 11 27 72 601 1,743
ESI 46 126 265 2,741 7,285 46 125 268 2,780 7,379
2025 Medicaid 70 55 398 3,206 5,667 69 54 398 3,206 5,667
Non-Group 14 20 248 811 4 15 22 279 911
Uninsured 21 54 424 1,557 11 28 73 608 1,760
ESI 46 127 269 2,771 7,341 46 126 272 2,810 7,436
2026 Medicaid 71 56 405 3,254 5,746 70 55 405 3,254 5,746
NonGroup 14 20 249 811 4 15 22 280 911
Uninsured 9 21 55 429 1,571 11 28 74 614 1,776
ESI 47 128 272 2,798 7,390 a7 127 276 2,837 7,486
2027 Medicaid 72 57 411 3,299 5,821 71 56 411 3,299 5,821
Non-Group 14 20 249 811 4 15 22 280 911
Uninsured 9 21 55 433 1,585 11 28 74 620 1,791
ESI 47 129 276 2,827 7,444 47 128 280 2,867 7,541
2028 Medicaid 73 58 418 3,344 5,892 72 56 418 3,344 5,892
Non-Group 4 14 20 250 809 4 15 23 281 909
Uninsured 9 22 56 437 1,597 12 28 75 626 1,805

Source: KNG Health analysis of Mew MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; Post = Post Policy (HSP) Period. Volume of services change, in part, because the type of coharagefroay Baseline
Coverage between the baseline and post policy period.
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TableA3.4 Total Spending by Service CategGryyerage and Year (ScenaridGAComparable, No Pay Reduction)

Baseline ($ millions) Post ($ millions)
OoP ER Office RX OoP ER Office RX
Year Coverage IP  Visits Visits Visits Fills Other Admin  Total IP  Visits Visits Visits Fills  Other Admin Total
ESI 1,005 625 574 390 884 2,282 658 6,419 474 294 273 192 429 1,087 263 3,012
Medicaid 914 492 216 501 463 1,873 631 5,090 16 10 10 9 40 13 101
2024 NonGroup 106 68 47 36 94 223 107 6380 0 0 0 0 0 0 0
Uninsured 213 34 39 61 192 191 0 730 3 1 1 4 4 0 15
HSP 0 0 0 0 0 0 0 0| 1,774 913 623 818 1,191 3,551 818 9,687
ESI 1,043 648 598 405 916 2,369 683 6,663 493 305 285 200 445 1,130 274 3,131
Medicaid 950 512 226 522 481 1,952 656 5,299 16 11 5 11 9 41 13 106
2025 NonGroup 108 69 49 37 96 229 109 697 0 0 0 0 0 0 0 0
Uninsured 221 35 41 63 199 198 0 757 3 1 2 4 5 0 15
HSP 0 0 0 0 0 0 0 0] 1,840 946 648 850 1,234 3,689 747 9,954
ESI 1,082 671 622 420 949 2,458 709 6,911 512 316 296 207 461 1,172 283 3,247
Medicaid 988 532 236 543 500 2,034 684 5,518 17 11 11 9 43 14 110
2026  Non-Group 111 71 50 38 99 235 112 718 0 0 0 0 0 0 0
Uninsured 229 36 43 65 206 205 0 785 3 1 2 4 5 0 16
HSP 0 0 0 0 0 0 0 0] 1,909 982 675 884 1,280 3,834 672 10,235
ESI 1,122 696 648 437 984 2,552 736 7,174 529 327 308 215 478 1,216 293 3,367
Medicaid 1,031 555 246 567 521 2,122 713 5,756 17 12 12 10 45 14 115
2027  NonGroup 114 73 52 39 102 243 116 739 0 0 0 0 0 0 0
Uninsured 238 38 44 68 214 213 0 815 3 1 2 4 5 0 16
HSP 0 0 0 0 0 0 0 0| 1,987 1,020 703 920 1,328 3,990 593 10,541
ESI 1,164 721 675 453 1,019 2,648 764 7,445 549 340 321 223 496 1,263 304 3,496
Medicaid 1,073 578 257 590 542 2,211 742 5,993 18 12 12 10 47 15 120
2028  Non-Group 118 75 54 40 105 250 119 761 0 0 0 0 0 0 0
Uninsured 246 39 46 70 222 221 0 844 4 1 2 5 5 0 16
HSP 0 0 0 0 0 0 0 0| 2,063 1,059 731 956 1,377 4,147 508 10,841
Source: KNG Health analysis of Mew MexicoHealth Security Plan

Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan; Post = Post Policy (HSP) Period. Total spemalimyg megatise the number of individuals covered
in each coverage group changes between the baseline and post policy period.
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Basdine ($ millions) Post ($ millions)
Inp.  Out. ER Office RX Other Inp.  Out. ER Office RX Other
Year Coverage Adm. Visits Visits Visits Fills Services Admin Total | Adm. Visits Visits Visits Fills Services Admin Total
Employer 1,005 625 574 390 884 2,282 658 6,419| 865 451 442 351 776 1,783 413 5,081
2024 Medicaid 914 492 216 501 463 1,873 631 5,090 990 663 338 570 613 2,429 558 6,160
Non-Group 106 68 47 36 94 223 107 680 86 35 29 32 79 141 29 432
Uninsured 213 34 39 61 192 191 0 730 | 326 69 93 69 164 328 94 1,143
Employer 1,043 648 598 405 916 2,369 683 6,663 897 467 460 365 805 1,851 410 5,255
2025 Medicaid 950 512 226 522 481 1,952 656 5,299| 1,029 688 352 593 637 2,529 512 6,340
Non-Group 108 69 49 37 96 229 109 697 88 36 30 33 81 145 27 439
Uninsured 221 35 41 63 199 198 0 757 | 338 72 96 71 170 340 85 1,173
Employer 1,082 671 622 420 949 2,458 709 6,911| 931 484 478 379 833 1,919 406 5,430
2026 Medicaid 988 532 236 543 500 2,034 684 5,518| 1,070 715 367 618 662 2,633 463 6,528
Non-Group 111 71 50 38 99 235 112 718 91 37 31 33 83 149 24 448
Uninsured 229 36 43 65 206 205 0 785 | 350 74 100 74 176 352 76 1,203
Employer 1,122 696 648 437 984 2,652 736 7,174| 965 501 498 393 863 1,991 401 5,612
2027 Medicaid 1,031 555 246 567 521 2,122 713 5,756 | 1,116 745 384 644 689 2,745 411 6,733
Non-Group 114 73 52 39 102 243 116 739 93 38 32 35 86 154 21 457
Uninsured 238 38 44 68 214 213 0 815| 363 77 104 77 183 366 67 1,236
Employer 1,164 721 675 453 1,019 2,648 764 7,445| 1,001 519 518 408 894 2,067 397 5,804
2028 Medicaid 1,073 578 257 590 542 2,211 742 5,993| 1,161 774 400 670 716 2,858 355 6,934
Non-Group 118 75 54 40 105 250 119 761 96 39 33 36 88 158 18 467
Uninsured 246 39 46 70 222 221 0 844 | 376 79 108 80 189 379 57 1,268

Source: KNG Health analysis of Mew MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; Post = Post Policy (HSP) Perioddirperay change, in part, because the type of coverage may change from Baseline Coverage
between the baseline and post policy period.
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TableA36. HSP Spending and Sources of Revenue by$aavlillionsScenari@: ACAComparable, No Pay Reduction)

SecHuerilthPlan Premiums Emolover Available Available Net State Net Health
Year Y Paid by ploy Federal State Income Insurance  Unfunded

Benefits and S Contributions . .

. Beneficiaries Funding Funding Taxes Taxes
Admin.

2024 9,094 1,722 1,241 4,096 2,031 -26 -284 313
2025 9,341 1,752 1,288 4,262 2,111 -25 -296 249
2026 9,601 1,784 1,339 4,439 2,195 -25 -307 177
2027 9,884 1,819 1,390 4,629 2,287 -25 -320 103
2028 10,161 1,852 1,444 4,820 2,377 -24 -333 26
Overall 48,082 8,929 6,702 22,246 11,002 -125 -1,540 868

Source: KNG Health analysis of New MexicoHealth Security Plan
Notes: Health Security Plan Benefits and Administration reflects spending for HSP only and will not match prior table=pavhiokal health carespending in New
Mexico.
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TableA4.1 Coverage Impact of Health Security Plan by (fei@wousand (Scenario 4: AGBomparable, 1% Pay Reduction)
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Year Coverage Baseline Post # Impact % Impact
ESI 751 370 -381 -51%
Medicaid 696 13 -682 -98%

2024 Non-Group 66 0 -66 -100%
Uninsured 188 4 -183 -98%
HSP 0 1,313 1,313
ESI 748 368 -380 -51%
Medicaid 694 13 -681 -98%

2025  NonGroup 65 0 -65 -100%
Uninsured 187 4 -182 -98%
HSP 0 1,308 1,308
ESI 745 367 -379 -51%
Medicaid 694 13 -680 -98%

2026 Non-Group 64 0 -64 -100%
Uninsured 186 4 -181 -98%
HSP 0 1,305 1,305
ESI 742 365 -377 -51%
Medicaid 693 13 -679 -98%

2027 Non-Group 64 0 -64 -100%
Uninsured 185 4 -180 -98%
HSP 0 1,301 1,301
ESI 740 364 -376 -51%
Medicaid 691 13 -678 -98%

2028  NonGroup 63 0 -63 -100%
Uninsured 184 4 -179 -98%
HSP 0 1,296 1,296

Source: KNG Health analysis of Newv MexicoHealth Security Plan

Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan
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TableA4.2 Total Volume of Services Ggtegory, Coverage and Year (Scenario 4CAhG#arable, 1% Pay Reduction)
Baseline (thousands) Post (thousands)

Year Coverage Admissions Outpe\t}:;rtl; ER Visits (\)/]Ziz RX Fills| Admissions Outp?;:;rt]; ER Visits (\)/]:fslﬁz RX Fills
ESI 45 125 261 2,709 7,221 22 59 126 1,337 3,485
Medicaid 69 54 301 3,160 5,590 66 109

2024 NonGroup 14 20 248 813 0 0
Uninsured 21 53 420 1,542 10 36
HSP 0 0 0 0 0 105 158 614 5,373 11,930
ESI 46 126 265 2,741 7,285 22 60 128 1,353 3,517
Medicaid 70 55 398 3,206 5,667 8 67 112

2025 Non-Group 14 20 248 811 0 0 0
Uninsured 21 54 424 1,557 10 36
HSP 0 0 0 0 106 160 624 5,441 12,052
ESI 46 127 269 2,771 7,341 23 60 130 1,368 3,546
Medicaid 71 56 405 3,254 5,746 68 113

2026 Non-Group 14 20 249 811 0 0
Uninsured 21 55 429 1,571 10 35
HSP 0 0 0 0 108 162 634 5,511 12,174
ESI 47 128 272 2,798 7,390 23 61 132 1,381 3,572
Medicaid 72 57 411 3,299 5,821 8 69 115

2027 NonGroup 14 20 249 811 0 0 0
Uninsured 21 55 433 1,585 10 35
HSP 0 0 0 0 109 163 643 5,576 12,288
ESI 47 129 276 2,827 7,444 23 61 134 1,396 3,601
Medicaid 73 58 418 3,344 5,892 70 116

2028 Non-Group 4 14 20 250 809 0 0 0
Uninsured 9 22 56 437 1,597 10 34
HSP 0 0 0 0 0 111 165 652 5,641 12,396

Source: KNG Health analysis of New MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; HSP = Health Security Plan; Post = Post Policy (HSP) Period. Volume of services change, ia thertlmatenof indiiduals

covered in each coverage group changes between the baseline and post policy period.
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TableA4.3 Total Volume of Services by Category, Baseline Coverage and Year (ScenaGorhpa@Ghle, 1% Pay Reduction)

Baseline (thousands) Post(thousands)
Year Coverage Admissions Ompa&:;?; ER Visits ?/f,g(,:é RX Fills| Admissions Outpi\;::ir:; ER Visits ?/Ziz RX Fills
ESI 45 125 261 2,709 7,221 45 124 264 2,747 7,314
2024 Medicaid 69 54 391 3,160 5,590 68 53 391 3,160 5,590
Non-Group 14 20 248 813 4 15 22 278 913
Uninsured 9 21 53 420 1,542 11 27 72 601 1,743
ESI 46 126 265 2,741 7,285 46 125 268 2,780 7,379
2025 Medicaid 70 55 398 3,206 5,667 69 54 398 3,206 5,667
Non-Group 14 20 248 811 4 15 22 279 911
Uninsured 21 54 424 1,557 11 28 73 608 1,760
ESI 46 127 269 2,771 7,341 46 126 272 2,810 7,436
2026 Medicaid 71 56 405 3,254 5,746 70 55 405 3,254 5,746
NonGroup 14 20 249 811 4 15 22 280 911
Uninsured 9 21 55 429 1,571 11 28 74 614 1,776
ESI 47 128 272 2,798 7,390 a7 127 276 2,837 7,486
2027 Medicaid 72 57 411 3,299 5,821 71 56 411 3,299 5,821
Non-Group 14 20 249 811 4 15 22 280 911
Uninsured 9 21 55 433 1,585 11 28 74 620 1,791
ESI 47 129 276 2,827 7,444 47 128 280 2,867 7,541
2028 Medicaid 73 58 418 3,344 5,892 72 56 418 3,344 5,892
Non-Group 4 14 20 250 809 4 15 23 281 909
Uninsured 9 22 56 437 1,597 12 28 75 626 1,805

Source: KNG Health analysis of Mew MexicoHealth Security Plan
Notes: ESI = Employ8ponsored Insurance; Post = Post Policy (HSP) Period. Volume of services change, in part, because the type of coharagefroay Baseline
Coverage between the baseline and post policy period.
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