Modeling a Medicaid Buy-in Option

for New Mexico

Preliminary Findings

December 2018




Background and Level Setting
— Project Overview and Timeline
— Current State Background

— Recap of Phase 1 Paper

Phase 2 Modeling

— Deeper Dive on Targeted Medicaid Buy-in

— Key Questions for Modeling Targeted Medicaid Buy-in
— Modeling Results for Targeted Medicaid Buy-in

Next Steps

Appendix

Modeling a Medicaid Buy-in Option for New Mexico, December 2018 | Manatt Health Strategies, LLC




Background and Level Setting Phase 2 Modeling Next Steps Appendix

Project Overview

Manatt Health was engaged by Health Action New Mexico and the New Mexico Center on Law and

Poverty to conduct a Medicaid buy-in study in accordance with Senate Memorial 3

e Senate Memorial 3 and House Memorial 9 tasked the Legislative = e,
Health and Human Services Committee with “exploring the policy I The uﬁ B
and fiscal implications of offering a Medicaid buy-in coverage || S8t of New Mexico
option to New Mexico residents... to ensure health care coverage | " S 2 S

is expanded to low-income, uninsured residents”

e With generous support from the Laura and John Arnold
Foundation, Manatt is completing a two-phased study:

v Phase 1: Develop a paper that presents and qualitatively
evaluates several options for a Medicaid buy-in that was
shared with the legislature and other stakeholders. Released
today, December 7

‘!I!l center on

law and poverty
-

P
Phase 2: Conduct a quantitative assessment, in partnership /i'/ f
with Wakely Consulting, of selected option(s) to inform state
decision making
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Phase 1 and 2 Timeline

July August September October November December January

Initiate New Develop buy-in Present buy-in Develop Work with Wakely on
Mexico options for study options to Phase 1 quantitative analysis of option
buy-in work consideration stakeholders study .. -
. . andlegislotors Present preliminary findings to
Begin stakeholder Meet with Determine stakeholders and legislators
engagement stakeholders Incorporate option to : te feedback int
process feedback into study ncorp?ora € feedbackinto
analysis and develop paper
study further e e )
summarizing findings on impact
Phase 1
Phase 2
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Overarching Goals B

Note: Medicaid Buy-in may not be able to address all of these goals—other solutions should be
considered too
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Current State of the Uninsured in New Mexico

88% of the uninsured in New Mexico are under 400% of FPL

Breakdown of Uninsured in New Mexico (2017)

Uninsured, by Federal Poverty Level (FPL)

Below 138% FPL 71,654 (39%)
Between 138% and 399% FPL 90,759 (49%)
At or above 400% FPL 23,518 (13%)
Total 186,996 (100%)

! Among the uninsured there may be individuals affected by the “Family Glitch” — people who are
ineligible for subsidies often because their spouse has access to employer-sponsored insurance
(ESI) that is deemed “affordable” for both the individual and their family based on the cost of

: individual coverage, rather than the cost of a family plan

___________________________________________________________________________________________________________

IBAC refers to the Interagency Benefits Advisory Council, which provides health coverage to Albuquerque Public Schools, the General Services Department,
the New Mexico Public School Insurance Authority (NMPSIA), and the Retiree Health Care Authority

Sources: Population by Coverage Category: Legislative Finance Committee Estimates, 2016; Uninsured by FPL: U.S. Census Bureau: 2017 American
Community Survey 1-Year Estimates
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lllustrative Example Explaining the Family Glitch

Individuals affected by the “family glitch” are those where the family is offered employer
insurance and the employee’s premium amount is “affordable” (i.e. less than 9.56% of

income), which prevents other members from receiving subsidies, regardless of the
additional premium cost of family coverage

Family Coverage

Eligible for ESI -
$44,000/year Ingllglble for a@vanced o farmi] )
(175% FPL) premium tax credits (APTCs ) Today, family mem €S
/ may choose to enroll in
. . ESI, another form of

coverage, or may be

. . uninsured

™

_ Total Family
Coverage Options Premium/Month
Employee share of ESI
Premium/Month »200 M #0175 P75 ®

Medicaid or CHIP,

. B i . E B 1
With Buy-in Option S uy-in depending on age

(V] Affordability
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2018 New Mexico Marketplace Demographics

New Mexico Marketplace enrollees are disproportionately low-income:
45% earn below 200% FPL; nearly all (94%) earn less than 400% FPL.

BeWelINM Marketplace Participation, by Income Level (2018)
Above 400%, 6%

300-400% FPL,
15%

250-300% FPL, Under 200% FPL, 150-200% FPL,
13% 45% 100-150% FPL, 29%
16%

200-250% FPL, 21%

Source: S.A.C. Presentation 7/2018; KFF: HealthCare.gov Marketplace Plan Selections by Household Income
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Phase 1 Considered Four Basic Buy-In Options

While Phase 2 focuses on modeling option one, the Targeted Medicaid Buy-In, the other three

options remain under consideration. Manatt/Wakely will need to obtain additional data to
fully assess the other options

Option One Option Two

Qualified Health Plan
(QHP) Public Option

State offers lower cost
product on the Marketplace
to individuals and small
employers; would be offered
as a QHP, likely in
partnership with an existing
insurer.

Option Three Option Four

Medicaid Buy-in
for All

State offers Medicaid-like
coverage to everyone
(except individuals covered
by Medicare); would be
offered as a lower cost
option off the Marketplace.

Basic Health
Program (BHP)

State offers BHP for
individuals with incomes
below 200% FPL who are not
Medicaid-eligible (including
people who would be
Medicaid eligible, but for
their immigration status).

Targeted Medicaid
Buy-In

State offers Medicaid-like
coverage off the
Marketplace to those not
eligible for Medicaid,
Medicare, or subsidized
Marketplace coverage.

NM could subsidize
coverage for those who
need financial assistance.

NM could capture potential

savings under a waiver to

Over time, NM could expand
BHP through buy-in.

Subsidy-eligible individuals
could apply their subsidies
to the cost of coverage.

further increase
affordability.

Off Marketplace On Marketplace Off Marketplace, Outside of Individual Market

QHP Certification/ 1331 Authority
1332 Waiver (1332 Waiver for Buy-in)

No Federal Approval

Needed 1332 Waiver

Low Potential
Enrollment

Moderate Potential
Enrollment

Moderate Potential
Enroliment

High Potential
Enrollment

High State Financial
Responsibility

Low/Medium State
Financial Responsibility

Low/Medium State
Financial Responsibility

Low/Medium State
Financial Responsibility
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Potential Buy-in Combinations and/or Phasing

New Mexico can adopt a coverage strategy that uses the Targeted Medicaid Buy-In as a bridge to, or in

combination with, another buy-in option

Option 1:
Targeted
Medicaid Buy-in

Implement targeted buy-in and public option to
reach different populations

Implement targeted

Option 1: Option 4: buy-in and public
Targeted ‘ Medicaid Buy-in opZion, .thfen e)l(/pand
0 g a t -
Medicaid Buy-in for All oA over

Option 1:
Targeted
Medicaid Buy-in

Optlon 3: Basic Start with targeted buy-in and expand to BHP +
Health Program Buy-in

Option 1:
Targeted
Medicaid Buy-in

Option 4:
Medicaid Buy-in
for All

Start with targeted buy-in and expand to buy-
in for all over time
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Potential Impact of New 1332 Guidance on Medicaid Buy-in

The state should evaluate its approach for pursuing a 1332 waiver to support a Medicaid Buy-In in light

of CMS’ recently released new 1332 guidance, which expresses a strong preference for waivers that
promote private health insurance over potential public/state-offered options

= The October 22 guidance outlines goals that the Administration
believes waivers should achieve:

— Increased access to affordable private coverage :
New Mexico can employ a

— Sustainable spending growth multi-pronged strategy,

— State innovation including increasing its
— Empower those in need enrollment baseline, to
— Promote consumer-driven healthcare maximize its opportunity for
federal funding before
= The guidance also relaxes the earlier standard that waivers do not obtaining a 1332 waiver to
provide less comprehensive or less affordable coverage to particular support a Medicaid buy-in

subgroups within the state

= While the new guidance does not directly address buy-in waivers,
the preference for private coverage innovations may mean that buy-
in products that partner with an existing insurer are more likely to
receive approval
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Design Parameters for Targeted Medicaid Buy-in

Wakely is modeling an approach where the state offers buy-in coverage—with subsidies for
lower-income individuals—outside of BeWell NM to those currently ineligible for Marketplace

or other coverage subsidies

0 Eligibility a Benefit Package

Targets individuals who lack access to other = Essential health benefit (EHB)
subsidized coverage, including: package
= |ndividuals ineligible for Medicaid, Medicare = Ppotential Medicaid benefit add-ons:
or Marketplace subsidies due to immigration
status = Dental
» Individuals affected by the family glitch = Vision
= |ndividuals with incomes above 400% of the
federal poverty level (FPL)

@ pomims 2 O oty edcivi

= |ndividuals pay premiums Metal tiers and actuarial value (AV) levels

=  NM subsidizes premiums for target mirror the Marketplace: Silver, Gold,
population Platinum (70 AV, 80 AV, 90 AV)

] Mirrors the premium tax credit (PTC) L Individuals below 200% FPL can also enroll
structure offered for Marketplace coverage in cost-sharing reduction plan variants that
(premiums equal to 2.1%-6.5% of income) mirror those in the Marketplace (i.e., 87 AV

and 94 AV)
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Key Questions for Phase 2 Modeling

Wakely is estimating different scenarios to answer the following questions related to the Targeted Medicaid Buy-in

and its potential implications for the existing New Mexico Marketplace

@ What is the projected enrollment for the targeted buy-in among each of the target groups?
* Non-citizens ineligible for Marketplace and other subsidized coverage who have incomes

below 200% FPL
* Dependents affected by family glitch (i.e., those whose dependents are offered “affordable”
employer coverage) who are ineligible for Marketplace or other subsidized coverage and

have incomes below 400% FPL
* Those with incomes above 400% FPL

® How much would it cost New Mexico to subsidize coverage for the target populations?

@® What is the premium costs to individuals for an essential health benefits package? What are the
additional costs associated with covering dental and vision? How do the costs compare with

current individual market offerings?

What is the predicted impact on the existing individual market?
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Preliminary Results of Phase 2 Modeling: Subsidies

Comparison to Marketplace Offerings

Average buy-in premiums are projected to be 7% lower than estimated New Mexico
Health Connection plans (about $32 per member per month (PMPM) less— or $421
PMPM). Individuals above 400% FPL and any other individuals unsubsidized by the
state will pay this amount

Proposed Premium Subsidy Ranges by Income for 2019* if subsidized by New Mexico

Income % EPL Annual Income Premium Cap Annual Premium Cap
for Single Individual As a % of Income for Single Individual
Under 100% <$12,140 2.08% <$252
100-133% $12,140-16,146 2.08% $252-$502
133-150% $16,146-518,210 3.11%-4.15% $502-$752
150-200% $18,210-24,280 4.15%-6.54% §752-51588

Premium subsidies use the buy-in silver plan as a benchmark
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Preliminary Results of Phase 2 Modeling: Enroliment Scenarios

Projected First-Year Enrollment in the Buy-In
Take-up scenarios Eligible High Medium Low Very Low

Immigration Status: Individuals ineligible

for the Marketplace due to immigration

status, earning less than 200% of the FPL 17,000 6,450 2,900 1,500 750
(The model does not include currently

include immigrants between 200-400% FPL*)

Family Glitch: Spouses and children 20.000-

affected by family glitch earning less than ! 13,350 9,300

400% FPL 25,000

Unsubsidized: Individuals earning more

than 400% of the FPL 36,000 550 250 <100 <100
Percent Take-Up in Year One** 25% 21% 14% 13%
Total 80,000 20,350 16,500 10,800 10,050

*The targeted buy-in would also subsidize the non-citizen group up to 400% FPL (with the total eligible population estimated
at 35,000), but Wakely is limiting its current modeling of this group to those below 200% FPL due to data constraints.

**Figure is rounded to nearest percentage point; reflects total enrollment across groups divided by total number eligible.
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Next Steps

July August September October November December January

Initiate New Mexico Develop buy-in Present buy-in Develop Work with Wakely (actuarial consultant)
buy-in work options for study options to Phase 1 on quantitative analysis of option
consideration stakeholders study

Begin stakeholder ) NS Present preliminary findings to

engagement Meet with Determine stakeholders and legislators
process stakeholders Incorporate option to
feedback into study
study further Refine analysis, incorporate feedback

into analysis, and develop paper
summarizing findings and impact

NEXT STEPS:

= Manatt works with Wakely and New Mexico partners to
complete quantitative analysis of Targeted Medicaid Buy-In;

Phase 1 develops paper summarizing findings and impact
* Manatt, Wakel,y and the New Mexico team prepare data
Phase 2 request for New Mexico to obtain outstanding information

required to finalize Phase 2 modeling
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Senior Managing Director Managing Director
212-790-4523 202-585-6636
PBoozang@manatt.com CBrooks-LaSure@manatt.com
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About Manatt Health

Manatt Health integrates legal and consulting expertise to better serve the
complex needs of clients across the healthcare system.

Combining legal excellence, first-hand experience in shaping public policy,
sophisticated strategy insight, and deep analytic capabilities, we provide
uniquely valuable professional services to the full range of health

industry players.

Our diverse team of more than 160 attorneys and consultants from Manatt,
Phelps & Phillips, LLP and its consulting subsidiary, Manatt Health Strategies,
LLC, is passionate about helping our clients advance their business interests,
fulfill their missions, and lead healthcare into the future.

For more information, visit https://www.manatt.com/Health.
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Key Assumptions and Caveats for Phase 2 Modeling

Assumptions: Base Assumptions

* Individual Market: Wakely estimates that the 2020 individual market, absent policy changes, will decrease to approximately
50,000-55,000 enrollees. For purposes of modeling Wakely assumed the market would have approximately 51,000 members.
*  Medicaid Buy-In Rates:
*  Assumed Medicaid buy-in rates aligned with lowest cost carrier in 2019 Individual Market
*  Reduced those rates further by removing Exchange User Fee costs and profit margin

Assumptions: Take Up and COSt ..............................................................................................................................................

*  Wakely used the following assumptions to estimate take-up and cost

*  Family Glitch: Relied on national estimates from Buettgens et al (2016) and Nowak et al (2015) and
applied to New Mexico. Morbidity estimates was based on Nowak et al (2015).

* Undocumented: Relied on analysis of census data for size and income distribution of uninsured
undocumented in New Mexico. Take-up estimates relied on current APTC take-up rates and adjusted for
population coverage statistics, lower income of some of the population, and other factors to produce a
range of outcomes.

»  Utilization: Estimated using Zallman et al (2018) data on immigrant utilization and adjusted for potential
risk selection in take-up.

*  Above 400% FPL: Used a Council of Economic Advisors (2017) elasticity function to estimate the take-up
coverage given a premium change.

Nowak et al (2015) "Alternatives to the ACA's Affordability Firewall; https://www.rand.org/pubs/research_reports/RR1296.html

Buettgens et al (2016) "Marketplace Subsidies: Changing the Family Glitch Reduce Health Spending But Increases Government Costs"
https://www.healthaffairs.org/doi/pdf/10.1377/hlthaff.2015.1491
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Key Assumptions and Caveats for Phase 2 Modeling

Assumptions: Additional Analysis

*  Benefit Wrap Costs
*  Wakely estimated vision and dental costs using IBM MarketScan® data and Medicaid cost guides. Where possible, the

New Mexico fee schedule was applied to national Medicaid utilization.
. Non-Emergency Medicaid Transportation was not estimated because of extreme uncertainty given population
utilization uncertainty, exact benefit structures, and lack of New Mexico specific diagnosis data.

*  Cost-Sharing Wrap Costs
*  The under 200% FPL was estimated to have cost-sharing wraps of 100%. Costs were estimated to align cost-sharing

variants (87%/94%) currently in the ACA market and then adjusted to 100%, accounting for the increased utilization due
to the reduced cost-sharing.

*  There is high uncertainty in these estimates for a variety of reasons:
*  New programs affecting new populations have large levels of uncertainty

*  Medicaid Buy-In estimates reflect key assumptions on unit costs, administration costs, individual market single risk
pool estimates, and key operational estimates
*  Current political and individual market dynamics also produce uncertainty in terms of costs and enrollment

*  Given limitations in data, Wakely relied on national estimates and assumptions rather than state-specific data. To
increase the accuracy of the estimates, Wakely suggests New Mexico specific data be utilized.

*  Wakely did not estimate shift within the individual market to the Medicaid Buy-In option. Given the lower premiums
this transition in coverage. This could have implications for state operations and revenues

*  Wakely did not include potential implications that the Buy-In option may have how risk adjustment transfers.
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