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year 2022 due to the increased the economic activity generated by the additional
healthcare spending.? This would primarily consist of additional state income and state
sales tax revenue.

e (Cost Savings — State agency savings are estimated to be as high as $67.6 million in fiscal
year 2020 and $68.1 million in fiscal year 2022. The agencies expected to replace state
funds with federal funds include the Department of Community Health, the Department
of Public Health (DPH), the Department of Behavioral Health and Developmental
Disabilities (DBHDD), and the Georgia Department of Corrections (GDC).

Exhibit 1: Estimate of Financial Impact, State Fiscal Years 2020 to 2022

FY2020 FY2021 FY2022

($ in Millions) Low | High Low | High Low | High
NEW SPENDING

Estimated Enroliment

Newly Eligible 409,111 481,472 444,496 532,630 446,808 535,687
Currently Eligible (Woodwork) 27.831 45,495 39,597 62,486 39,695 62,641
Total Estimated Enrollment 436,943 526,968 484,093 595,116 486,503 598,329
($ in Millions)
Ongoing State Costs
Newly Eligible $184.2 $216.7 $222.7 $266.9 $230.5 $276.4
Currently Eligible (Woodwork) $21.9 $36.0 $31.0 $49.2 $32.0 $50.7
Administration‘" $8.7 $11.2 $10.0 $13.3 $10.0 $134
Total State Costs $214. $263.9 $263.7 $329.4 $272.5 $340.4
State Costs/Enrollee® $492 $501 $545 $553 $560 $569

ADDITIONAL REVENUE/COST SAVINGS

Additional Revenue

State Income Tax $18.3 $23.2 $20.9 $27.3 $21.7 $28.3
State Sales Tax $12.3 $15.6 $14.0 $18.2 $14.5 $18.9
State Insurance Premium Tax $5.1 $6.7 $5.8 $7.5 $6.0 $7.8
Other State Taxes and Fees $2.8 $3.3 $3.2 $4.2 $3.3 $4.3
Total State Revenue $38.5 $48.7 $43.9 $57.2 $45.5 $59.2
Cost Savings®
Dept. Community Health $0.0 $22.8 $0.0 $21.7 $0.0 $20.9
Dept. Public Health $1.5 $1.9 $1.6 $2.1 $1.6 $2.1
Dept. Behavioral Health $19.7 $25.1 $21.2 $27.2 $21.4 $27.4
Dept. Corrections $15.7 $17.8 $15.6 $17.7 $15.6 $17.7
Total Cost Savings $36.9 $67.6 $38.4 $68.7 $38.6 $68.1
NET COST
Cost Minus Revenue/Savings | $139.4 |  $1476 | $181.4| $2035|  $1884 |  $2132

(1) Administration will require start-up funding in SFY 2019 of $3.0 million to $4.6 million in state funds.

(2) Amounts based on a combination of newly eligible and currently eligible enrollees, which have different federal matching
rates.

Totals may not sum due to rounding.

2 As described on page 5, DCH provided a small portion of the revenue estimate.
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Estimated Enrollment

The bill would result in additional Medicaid enrollees in two categories: those newly eligible and
those already eligible who would enroll after seeking coverage due to the bill (i.e., woodwork
effect). The U.S. Census Bureau data on insurance coverage was used to identify eligible
individuals. Each category and subcategory includes a low and high participation rate (i.e., the rate
at which eligible individuals will actually enroll for Medicaid coverage). Participation rates are
based on data from DCH, federal health exchange enrollment, a study by the Urban
Institute/Robert Wood Johnson Foundation, and population projections from the Governor’s
Office of Planning and Budget. The estimate assumes that it would take two years to reach full
participation. By state fiscal year 2022 total enrollment is estimated to be between 486,503 and
598,329 (Exhibit 2). Enrollment estimates are discussed in more detail below.

Exhibit 2: Projected Enroliment, State Fiscal Years 2020 to 2022

FY2020 FY2021 FY2022
Enroliment Population Low High Low High Low High
Newly Eligible Aduits 409,111 481,472 444,496 532,630 446,808 535,687
Woodwork Effect 27,831 45,495 39,697 62,486 39,695 62,641
Total Enroliment 436,943 526,968 484,093 595,116 486,503 598,329

e Newly Eligible — This category includes three groups of adults, each living below 138% of
the Federal Poverty Level (FPL). Estimates for each category are explained below.

o Currently Uninsured — Applying a low/high participation rate of 75% and 95%, we

estimate the enrollment of this population to be from 230,934 to 291,832 by state fiscal
year 2022. A relatively high level of participation from this population is expected
because these individuals are currently uninsured.

Currently Insured through Employer — Applying a low/high participation rate of 25%
and 40%, we estimate the enrollment of this population to be from 45,734 to 73,175 by
state fiscal year 2022. A percentage of this population will opt for Medicaid coverage
due to lower costs than their current employer-based coverage.

Currently Insured through Federal Health Exchange — Applying a participation rate of
100%, we estimate the enrollment of this population to be 170,680. The participation
rate is 100% due to the ability of these individuals to significantly lower their out-of-
pocket costs.

Currently Eligible (Woodwork Effect) — This category includes uninsured adults and
children that already qualify for Medicaid coverage but are not enrolled. As a result of
seeking coverage through the new program, these individuals will be identified and
enrolled in the existing Georgia Families Care Management Organization (CMO) Program.
Applying participation rates between 25% and 40% for the woodwork subpopulations, we
estimate the enrollment of currently eligible to be 39,695 to 62,641 by state fiscal year
2022.

Total and State Costs
The bill’s costs are estimated for three categories: payments to CMOs for those who are newly
eligible for Medicaid under the proposed bill, payments to CMOs for those who were previously
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eligible to receive Medicaid but had not enrolled (i.e., the woodwork effect), and program
administration. Exhibit 3 presents estimates of the total costs and state portion of costs for fiscal
years 2020-2022. The amount for each category is derived from the enrollment estimates provided
above and the applicable Federal Medical Assistance Percentage (FMAP). A low/high cost range
is included for each year. Estimates for each category are explained below.

Exhibit 3: Projected Total and State Cost, State Fiscal Years 2020 to 2022

TOTAL COSTS
FY2020 FY2021 FY2022
($ in Millions) Low High Low High Low High
Newly Eligible $1,990.9 $2,343.0 $2,227.3 $2,668.9 $2,304.3 $2,763.9
Woodwork Effect $67.3 $110.2 $95.1 $150.7 $98.0 $155.4
Administration") $31.2 $38.9 $35.0 $45.0 $35.2 $45.2
Total Costs $2,089.4 $2,492.2 $2,357.4 $2,864.7 $2,438.5 $2,964.5
Cost/Enrollee? $4,782 $4,729 $4,870 $4,814 $5,012 $4,955
Admin. FTEs 238 287 264 324 266 326
STATE COSTS ONLY
FY2020 FY2021 FY2022
($ in Millions) Low High Low High Low High
Newly Eligible $184.2 $216.7 $222.7 $266.9 $230.5 $276.4
Woodwork Effect $21.9 $36.0 $31.0 $49.2 $32.0 $50.7
Administration(!) $8.7 $11.2 $10.0 $13.3 $10.0 $13.4
State Costs $214.8 $263.9 $263.7 $329.4 $272.5 $340.4
Cost/Enrollee? $492 $501 $545 $553 $560 $569
(1) Admini;t_ration includes FY 2019 startup costs of $9.9 million to $13.9 million, with the state share estimated at $3.0 million to
(2) ?:‘:Jset r::zlelll'lc:err\{rolIee within each year varies because the woodwork effect comprises a different percentage of enrollees within
Lhnerétl)l\éveand high ranges. The newly eligible and woodwork populations have different FMAPs, which affects the state cost per

Totals may not sum due to rounding.

e Newly Eligible for Medicaid — Total costs in fiscal year 2022 for this population are
estimated to be $2.3 billion to $2.8 billion, with a state share of $230.5 million to $276.4
million. The newly eligible adult member costs are derived using the low income Medicaid
CMO capitation rates for adults enrolled in the Georgia Families CMO Program. To
estimate cost, the SFY 2019 Georgia Families CMO per member per month (PMPM)
aggregate cost (which ranged from $362.38 to $535.16) was used. A 3% adjustment was
made for fee-for-service costs to estimate mandatory retroactive coverage® and $5.73
PMPM for non-emergency transportation (NET) was included. Annual growth trends are
based on a health care cost forecast issued by IHS Life Science in April 2016. An FMAP
rate of 90.75% was used for state fiscal year 2020 and 90% for fiscal years 2021 and 2022.

e Previously Eligible for Medicaid (i.e., Woodwork Effect) — Total costs in fiscal year 2022
for this population are estimated to be $98.0 million to $155.4 million, with a state share
of $32.0 million to $50.7 million. The state portion of costs is higher for this category

3 Benefits may be covered retroactively for up to three months prior to the month of application if the individual would
have been eligible during that period had he or she applied.
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relative to the newly eligible due to a lower FMAP. The federal percentage applied to
woodwork costs is 67.38%—the regular Georgia FMAP rate for SFY 2020. The PMPM
costs for the woodwork population are based on low income Medicaid rates for children
and adults enrolled in the Georgia Families CMO program. Current aggregate Georgia
Families PMPM for children (excluding newborns through age one) is $162.74 to $207.87.
The adult PMPM ranges from $286.49 to $589.60. Estimates include a $5.73 PMPM for
non-emergency transportation (NET). Annual growth trends are based on a health care cost
forecast issued by IHS Life Science in April 2016.

Administration — Administrative costs are estimated to be $35.2 million to $45.2 million in
fiscal year 2022, with a state share of $10.0 million to $13.4 million. In fiscal year 2019,
startup costs estimated to be from $9.8 million to $13.9 million will be incurred, with a
state portion estimated to be from $2.9 million to $4.6 million. DCH provided an estimate
of administrative costs using its historical costs for Medicaid administration. The state
share is based on a compilation of FMAP rates for various Medicaid-related activities. The
aggregate FMAP ranges from 68% to 72% depending on the fiscal year and the low to high
level scenarios. Depending on the activity, Medicaid administrative FMAP ranges from
75% for eligibility related functions and claims processing to 50% for program
development, oversight, compliance and reporting.

Additional State Revenue

Georgia State University’s Fiscal Research Center used an IMPLAN economic input/output model
to estimate additional state revenue that would be generated by increased healthcare spending
resulting from the bill. The analysis only includes a portion of those individuals who would be
covered as a result of the bill, because any individuals currently insured through their employer or
through a policy purchased on the federal health exchange (see page 3) would not represent new
spending in the state’s economy. DCH provided the estimate of additional revenue through the
State Insurance Premium Tax.

The bill will generate additional state revenue with increased collections of income tax, sales tax,
the State Insurance Premium Tax, and other state taxes. Exhibit 4 presents estimates of additional
state revenue that would be collection during fiscal years 2020 to 2022 resulting from the bill.

Exhibit 4: Projected Additional State Revenue

FY2020 FY2021 FY2022
($ in Millions) Low High Low High Low High
State Income Tax $18.3 $23.2 $20.9 $27.3 $21.7 $28.3
State Sales Tax $12.3 $15.6 $14.0 $18.2 $14.5 $18.9
State Insurance Premium Tax $5.1 $6.7 $5.8 $7.5 $6.0 $7.8
Other State Taxes and Fees $2.8 $3.3 $3.2 $4.2 $3.3 $4.3
Total Additional State Revenue $38.5 $48.7 $43.9 $57.2 $45.5 $59.2

Note: Numbers may not total due to rounding

State Income Tax — The bill is expected to generate additional state income tax of $21.7
million to $28.3 million in fiscal year 2022. The increase in income tax revenue can be
attributed to an increase in employment, many within hospitals and the offices of
physicians and other healthcare providers.
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State Sales Tax — The bill would increase state sales tax collections by $14.5 million to
$18.9 million in fiscal year 2022. Local sales tax revenue is not included in the analysis.

State Insurance Premium Tax Revenue — The bill is expected to generate additional State
Insurance Premium Tax revenue of $6.0 million to $7.8 million in fiscal year 2022. The
premium tax is paid on all health insurance plans operating in Georgia, which would
include those plans resulting from the bill.

Other State Taxes and Fees — This bill is expected to generate additional state tax revenue
of $3.3 million to $4.3 million in fiscal year 2022. This category includes a variety of taxes
and fees, such as the motor fuel tax, tobacco excise tax and the title ad valorem tax.

Potential Cost Savings

By expanding eligibility to Medicaid, the bill would likely result in cost savings to existing
Medicaid programs and other state health programs that serve the uninsured. The amount of these
savings is dependent on Medicaid policy decisions, the amount of uninsured care provided by
agencies that is reimbursable under Medicaid, and a continued need to fund an infrastructure in
those agencies.

DCH Medicaid Programs — DCH currently provides Medicaid coverage to certain
categories of individuals, a portion of which would be eligible under the bill’s provisions.
Individuals who meet the eligibility requirements under the bill (most notably the FPL
requirement) could be placed in the newly eligible category, which has a higher FMAP and
lower state costs than the current categories under which these individuals qualify for
coverage. While there are policy considerations beyond costs related to a transition, DCH
identified the categories as the Medically Needy Program, the Breast and Cervical Cancer
Waiver, and the Family Planning Waiver. DCH provided an estimate of potential state
savings of $22.8 million in fiscal year 2020, $21.7 million in fiscal year 2021, and $20.9
million in fiscal year 2022.

Other Healthcare Programs — The state provides funding to multiple state agencies that
provide health care to individuals who would become Medicaid eligible under the bill. As
uninsured individuals enroll in Medicaid, a portion of state funding would be replaced with
federal Medicaid funds. We collected client and service counts from the Departments of
Behavioral Health and Developmental Disabilities, Public Health, and Corrections and
estimated cost savings to the state as described below.

o Behavioral Health — Under a Medicaid expansion, some DBHDD services would
be covered by Medicaid (e.g., physicians, prescriptions, therapy), but other services
would not be (e.g., housing, supported employment, crisis services). DBHDD
indicated that it provided care for 78,350 uninsured individuals during fiscal year
2018 and that Medicaid applicable services totaled $1,863 per recipient during the
period. We estimate the bill would result in approximately 11,828 to 15,130
currently uninsured DBHDD clients becoming insured (including both woodwork
and newly eligible clients). As a result, the state would receive federal funding of
approximately $19.7 million to $25.1 million for FY2020.
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o Public Health — DPH provides some health care services in the community via

county health departments. Like DBHDD, county health departments provide
services that would be reimbursable under Medicaid, while providing others that
would not. DPH reportedly served 452,835 Medicaid clients and 525,421 non-
Medicaid clients in fiscal year 2016.* We estimate implementation of this bill will
result in approximately 79,320 to 101,466 currently uninsured DPH clients
becoming insured (including both woodwork and newly eligible clients). As a
result, the state would receive federal funding of approximately $1.5 million to $1.9
million for FY2020.

Corrections — Medicaid will cover services provided to an inmate during an
inpatient stay of at least 24 hours in a medical institution such as an acute care
facility if that individual would qualify for Medicaid when not incarcerated. GDC
reported 1,522 individual inmates accounting for 2,259 inpatient hospitalizations
and 11,302 inpatient bed days greater than 24 hours in fiscal year 2016. While it is
difficult to know the percentage of inmates that would be eligible under the bill, we
expect a majority to meet the income requirements. If 75% to 80% are eligible, this
bill will result in approximately 1,142 to 1,294 offenders becoming insured. As a
result, the state would receive federal funding of approximately $15.7 million to
$17.8 million for FY2020.

DBHDD and DPH have fixed costs and are required to operate a statewide
infrastructure. State funding would be necessary to ensure that the agencies maintain
the capacity to serve those without insurance or to provide those services that are not
reimbursable.

GSG/KF/db

Sincerely,

Greg S. Griffin
State Auditor

Kelly Farr, Digector
Office of Planning and Budget

# Includes some clients with private insurance and some as uninsured or “self-pay.”
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Analysis by the Fiscal Research Center

The amount of state tax revenue generated by the new health care and related spending, due to an
expansion of Medicaid, is estimated using the economic modeling software IMPLAN. IMPLAN
is a computer input-output model that quantifies the interactions between industries, aggregated
into sectors, within the economy. The model generates transaction tables that reflect the value of
goods and services exchanged between sectors of the economy. These values are used to generate
the multipliers necessary to estimate the economic impact of the additional Medicaid spending to
Georgia. IMPLAN also generates state and local tax collection estimates due to the new economic
activity being modeled. State and local tax impacts are estimated from aggregate amounts collected
for the tax, based on state or local data, and then apportioned based on either state or local income
or consumption data.

The number of newly eligible adults for Medicaid in Georgia as a result of Medicaid expansion is
listed in Exhibit 2 of the fiscal note. However, as was discussed previously in the note, only
211,195 t0 262,297 were estimated to be previously uninsured in 2020. It is the spending associated
with providing health care and related expenses for this group that is deemed new spending in
Georgia due to the new law and thus modeled. The other two subgroups deemed newly eligible,
those with employer provided health insurance and those that received health insurance through
the federal exchanges, do not represent new spending in Georgia, but rather a substitute from
existing medical insurance, so they are not included in the model. The model also includes the
spending generated from those previously eligible for, but not enrolled in Medicaid. In 2020, these
new enrollments are estimated at 27,831-45,945.

Table 1A shows estimated state tax collections for the relevant years by type of tax. Income and
sales taxes account for roughly 80 percent of the new tax collections. The insurance premium tax
and all other taxes and fees account for the remaining 20 percent.

Table 1A: State Tax Collections from Medicaid Expansion LC 46 0015

FY2020 FY2021 FY2022
(8 in Millions) Low High Low High Low High
Income Tax $18.3 $23.2 $20.9 $27.3 $21.7 $28.3
Sales Tax $12.3 $15.6 $14.0 $18.2 $14.5 $18.9
Insurance Prem. Tax $5.1 $6.7 $5.8 $7.5 $6.0 $7.8
All Other Taxes $2.8 $3.3 $3.2 $4.2 $3.3 $4.3
Total $38.5 $48.7 $43.9 $57.2 $45.5 $59.2

A few robustness checks were carried out on these IMPLAN estimates. First, to check the
IMPLAN income tax estimates, income tax collections associated with the new jobs estimated to
be created by Medicaid expansion were estimated by applying estimates of annual average
effective tax rates derived from personal income tax data from DOR, adjusted for 2017-18 tax
changes, to the estimated average taxable income per new job of $42,000, generated by IMPLAN.
This yields a state annual income tax due of $18.9 — $24.8 million, compared to IMPLAN’s
estimate of $18.3 — $23.2 million for the year. Using IMPLAN’s estimates for other tax collections,
the sizes of the estimated revenue gains relative to that of the income tax are also in line with the
various taxes historical shares of total tax collections in Georgia.



