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4150 DEPARTMENT OF MANAGED HEALTH CARE

Issue 1: Overview

Department of Managed Health Care Funding Summary

Fund Source 2015-16 2016-17 2017-18
Actual Revised Proposed
0890 — Federal Trust Fund $560,000 $100,000 $-
0933 — Managed Care Fund $60,863,000 $73,549,000 $76,753,000
0995 - Reimbursements $2,362,000 $2,679,000 $171,000
Total Department Funding: $63,785,000 $76,328,000 $76,924,000
Total Authorized Positions: 373.9 446.0 449.2

Background. The Department of Managed Health Care (DMHChésgrimary regulator of the state’s
138 health care service plans, which provide heaiimtal health, dental, vision, and pharmacy sesvi
to more than 25 million Californians. Established2000, DMHC enforces the Knox-Keene Health
Care Service Plan Act of 1975, which implementetif@aia’s robust oversight regime of the managed
care system. In fulfilling its regulatory respdmities under the Act, DMHC conducts medical sywve
and financial examinations to ensure health plangimance and financial stability, provides a 24-hou
call center to help consumers resolve health plamptaints, and administers Independent Medical
Reviews of services denied by health plans.

Knox-Keene Health Care Service Plan Act of 1975The Knox-Keene Health Care Service Plan Act
of 1975, and subsequent amendments, is one of ts¢ mbust regulatory regimes for managed care
organizations in any state in the nation. In addito regulatory requirements related to consumer
protections and plans’ financial stability, the Krgeene Act imposes various network adequacy
requirements on health care service plans designedovide timely access to necessary medical care
for those plans’ beneficiaries. These requiremegdserally include the following standards for
appointment availability: 1) Urgent care withouigorauthorization: within 48 hours; 2) Urgent care
with prior authorization: within 96 hours; 3) Nomgent primary care appointments: within 10 business
days; 4) Non-urgent specialist appointments: withthbusiness days; 5) Non-urgent appointment for
ancillary services for the diagnosis or treatmeninqury, illness or other health condition: withitb
business days. The Knox-Keene Act also requirasspto ensure primary care physicians are located
within 15 miles or 30 minutes of a beneficiary dhdre is at least one primary care provider fomgve
2,000 beneficiaries in a plan’s network.

Implementation of Timely Access Standards (SB 964)SB 964 (Hernandez), Chapter 573, Statutes of
2014, required DMHC to implement stricter oversighhealth plans’ compliance with standards meant
to ensure timely access to care. SB 964 was intexdl in response to significant expansions of
managed care enrollment in both Medi-Cal and Cal/€alifornia, as well as reports that certain plan
products offered “narrow” provider networks thatrevénadequate to provide timely access to medical
care for beneficiaries. SB 964 requires annuakwewf plans’ compliance with Knox-Keene standards
for providing timely access to care. DMHC previgueviewed plans’ compliance every three years.
SB 964 also requires plans to report the followifgrmation regarding provider networks:
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Provider office location
Area of specialty
Hospitals where providers have admitting privilegeany
Providers with open practices
Number of patients assigned to a primary care pesvor a provider’'s capacity to be
accessible and available to enrollees

6. Network adequacy and timely access grievancesvetdy the plan
Plans are also required to provide these data a&bafor Medi-Cal and small group lines of busmes
DMHC is required to create a standardized methagofor plan reporting on timely access to care by
January 2020.

arwnE

In 2015-16, DMHC received 25 positions and expemditauthority from the Managed Care Fund of
$3.8 million to implement the provisions of SB 964egal staff and health program analysts in the
Office of Plan Licensing were approved to annuadlyiew provider networks and ensure compliance
with timely access standards. Positions were apgooved in the department’s Help Center to review
enrollee complaints regarding timely access andorétadequacy.

In February 2017, DMHC published its timely accesport for calendar year 2015. According to
DMHC, 90 percent of the timely access compliangeres submitted by plans contained one or more
significant inaccuracies including: 1) submissidndata for providers not in the plan’s network, 2)
errors in calculating compliance rates, and 3) eiars of compliance data for one or more required
provider types. The use of an external vendordhealth plans to gather data and prepare comglianc
reports may have contributed to the submissionr@mneous reports, despite 150 comments to health
plans by DMHC prior to submission regarding thesedssues.

The widespread inaccuracy of the data submissi@ssrhade it impossible for DMHC to analyze
whether plans were in compliance with timely accgsmdards for 2015. The report notes that plans
that submitted inaccurate data are in violationtleé Knox-Keene Act and DMHC's Office of
Enforcement will be investigating for possible diimary action. DMHC also reports it will requitbe

use of a department-approved vendor to monitor @etaracy for the 2016 calendar year submissions.
Because of ongoing efforts to prevent submissiomadcurate data for 2016, DMHC reports it plans to
extend the compliance report submission deadlinengyto two months.

Complete and Accurate Provider Directories (SB 137) SB 137 (Hernandez), Chapter 649, Statutes
of 2015, requires a health plan to implement sévwaguirements to ensure its provider directories
contain accurate information to allow consumersadoess covered health care services. The bill was
approved in response to several audits demongjraealth plans’ provider directories were riddled
with inaccuracies, preventing health care consuimens choosing plans with networks containing their
preferred providers. DMHC is required to provideiform standards for provider directories by
December 31, 2016, and plans must begin using ¢partiment’s provider directory standards for all
plan products by July 1, 2017. The department'gseldpment of standards is exempt from the
Administrative Procedures Act until January 1, 20@aring which time it may revise the standards
twice.

Consumer Participation Program. SB 1092 (Sher), Chapter 792, Statutes of 2002ated the
Consumer Participation Program (CPP) and authorikeddirector of DMHC to “award reasonable
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advocacy and witness fees to any person or ordaonzdhat demonstrates that the person or
organization represents the interests of consuarashas made a substantial contribution on befalf o
consumers to the adoption of any regulation omt@@er or decision made by the director if theeord
or decision has the potential to impact a significaumber of enrollees.” The CPP has provided
funding to organizations to represent consumeraegsts in a variety of DMHC proceedings. The s&atut
allows DMHC to award a total of $350,000 each fisgear. In 2016-17, Consumers Union, the
Western Center on Law and Poverty, and Health AcCadifornia received awards for a combined total
of approximately $50,000.

The statutory authority for the CPP is scheduledunset on January 1, 2018. The program’s sunset
date has been extended twice in trailer bill laggyan 2007 and 2011. Because this program previde
vital consumer representation in regulatory mattgréerned by DMHC, the Legislature may wish to
consider trailer bill language to delete the stausunset date.

Subcommittee Staff Comment. This is an informational item.

Questions. The subcommittee has requested DMHC to respotietéollowing:

1. Please provide a brief overview of DMHC’s missiamd @rograms.

2. What types of enforcement actions are availablén¢éodepartment in response to inaccurate
data submissions for SB 964 timely access comm@iaaporting for 2015?

3. What steps is the department taking to ensure amrutata submissions for the 2016
reporting?

4. How is the department monitoring whether plan deesl are receiving timely access to
medical care in the absence of reliable reportemahstrating plan compliance?

5. What is the status of health plan adoption of tepadtment’s uniform provider directory
standards required pursuant to SB 137? How wdsé¢hstandards improve the accuracy of
provider directories? Are any updates or addificomponents planned before 20217?
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| Issue 2: Help Center Case Backlog and Workload

Budget Issue. DMHC requests 11 positions and expenditure aitthfsom the Managed Care Fund of
$3.4 million in 2017-18, $3.3 million in 2018-19ch2019-20, and $2.7 million annually thereaftefr. |
approved, these resources would allow DMHC’s Heknt€r to address increased workload and
subsequent backlog attributed to full implementataf the Affordable Care Act and conforming
legislation.

Program Funding Request Summary
Fund Source 2016-17 2017-18
0933 — Managed Care Fund $- $3,422,000
Total Funding Request: $- $3,422,000
Total Positions Requested 11.0

Background. DMHC'’s Help Center provides a range of serviaegagsist consumers with health care
issues and ensure managed care patients receigerthees to which they are entitled. The Helpt€en
responds to enrollee calls, reviews and resolvesptaints, administers Independent Medical Reviews
(IMRs), and addresses urgent nurse complaints. Hede Center is composed of several branches that
are responsible for supporting this workload.

The Contact Center processes and responds to ingonarrespondence and consumer telephone
inquiries, educates consumers regarding varioukhhglan issues, provides referrals to other esgitr
agencies for issues outside of its jurisdictiord aallects demographic and other data to tracklprnob®

and trends. The Complaint Resolution Branch ipaasible for the initial processing of complaints,
case creation, and resolution. After certain coié are met, complaints regarding a health plan’s
denial of services are eligible for Independent MaldReview (IMR). An IMR is a review of a case by
independent physicians that are not part of thdtthgdan that has denied services. The Independent
Medical/Clinical Review Branch is responsible fbe tinitial review and analysis of IMRs; referralao
external review organization, which provides thdependent physicians that make IMR determinations;
and closes the IMR after the determination is made.

In addition to these branches, Help Center staff assisted by the Legal Affairs and Policy
Development Division, which investigates and ressleomplex complaints and provides legal counsel,
and the Division of Management Support Serviceschvprovides administrative and technical support.

Previous Help Center Budget Augmentations.Since 2014, DMHC has received additional resaurce
for its Help Center in two of the last three fisgalars for workload related to the federal Afforigab
Care Act. In 2014-15, DMHC received 37 positionmsd aannual expenditure authority from the
Managed Care Fund of $4.4 million for increasedkioad related to the state’s expansions of Medi-Cal
and coverage in the individual market. Becausselexpansions significantly increased enroliment of
individuals in managed care who had previously hegnsured, DMHC experienced an increase in call
and complaint volume from these new consumers, mamhom were unfamiliar with how to use their
health care coverage benefits. In 2015-16, DMHCeixeed an additional 7 positions and annual
expenditure authority from the Managed Care Fun®lof million after reporting the percentage of new
enrollees in a health plan regulated by the departiwas higher than anticipated.
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According to DMHC, total consumer calls to the H€pnter increased from 60,809 in 2014 to 92,996
in 2016, an increase of 52.9 percent. During gesod, standard complaints increased 74.7 percent
(from 9,217 to 16,098) and IMRs increased 157.4qdr(from 3,148 to 8,104). Despite the increase i
staff, DMHC is reporting a backlog of complaintsdaiMRs. In response, the department has
implemented mandatory overtime and utilized temporaelp resources to support the increased
workload and attempt to clear the backlog.

DMHC is requesting the following resources:

1. Contact Center - 2 Staff Services Analysts to radpo increased call volume

2. Complaint Resolution and IMR Branch — 1 Staff Sesgi Manager | and 8 Associate
Governmental Program Analysts (5 permanent, 3 fliomted-term resources) to screen,
process and close complaints and IMRs

3. Legal Affairs and Policy Development Division — itdrney and 3 Senior Legal Analysts (1
permanent, 2 from limited-term resources) to preMiegal support for complaint and IMR
case processing and closure

4, Management Support Services — 1 Associate Goveram&nogram Analyst to provide
administrative and technical support to Help Cestaif

DMHC indicates the request for limited-term reseasrdor three years (equivalent to 5 positions) is
intended to clear the complaint and IMR backloghwitthe three-year period. The department expects
the permanent resources in this request to becarifito prevent future complaint or IMR backlogs.
Subcommittee Staff Comment and Recommendation—Hol®pen.

Questions. The subcommittee has requested DMHC to respotitetollowing:

1. Please provide a brief overview of this proposal.
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| Issue 3: Information Technology Resource Request

Budget Issue. DMHC requests two positions and expenditure aitthérom the Managed Care Fund
of $746,000 in 2017-18, $722,000 in 2018-19 and9221, and $289,000 annually thereafter. |If
approved, these resources would allow DMHC to afdmeformation security needs and transition to an
efficient information technology (IT) systems atelsture and forward looking roadmap to meet
business intelligence requirements.

Program Funding Request Summary
Fund Source 2016-17 2017-18
0933 — Managed Care Fund $- $746,000
Total Funding Request: $- $746,000
Total Positions Requested 2.0

Background. DMHC reports significant challenges from increhsechnological complexity, aging IT
infrastructure, and increased security risks. Ofiftce of Technology and Innovation (OTI) maintains
the department’s outdated infrastructure and supps®veral in-house developed legacy applications
utilized by nearly every departmental division. €k legacy applications, while custom designed for
DMHC’s workload, require customized support and ezignce interoperability problems with other
systems. OTI receives over 2,500 change and sergguests each year and currently has a backlog of
such requests.

Statewide “Cloud First” Technology Policy. In August 2014, the California Department of
Technology (CDT) published Technology Letter 14-@ich outlined the Administration’s “Cloud
First” policy. CDT'’s Office of Technology Servic€®Tech) developed a secure state government-wide
private cloud, which offers support for three conmmdoud service models: Software as a Service
(SaaS), Platform as a Service (PaaS), and Infdsteias a Service (laaS). The technology letier,
well as addition of Section 4983 to the State Adstiative Manual (SAM 4983), directed state entitie
to shift to the “Cloud First” policy for all new pertable and non-reportable IT projects.

According to DMHC, the resources contained in thidget request will allow it to implement a forward
looking IT roadmap, reduce use and continued imvests in its legacy applications, and accelerate
migration of its systems to the OTech Cloud. Oeai& Programmer Analyst would support systems
development to consolidate and replace legacy mygstnd to improve the department’s IT processes.
One Systems Software Specialist I would be respte$or security enhancements and monitoring of
all systems to prevent security breaches. Threeyienited-term resources equivalent to one System
Software Specialist Il would specialize in updatitige department’s IT infrastructure to enhance
security, deliver high performance network commatiens and enable migration of applications,
servers, and workstations to the OTech Cloud.

Subcommittee Staff Comment and Recommendation—Hol®pen.
Questions. The subcommittee has requested DMHC to respotitetollowing:

1. Please provide a brief overview of this proposal.
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| Issue 4: Prohibition of Surprise Balance Billing (B 72) |

Budget Issue. DMHC requests 16 positions, limited-term resoar¢equivalent to 3.75 staff) and
expenditure authority from the Managed Care Fun@3%88,000 in 2017-18, $3,173,000 in 2018-19,
$2,963,000 in 2019-20, and $2,251,000 annuallyetifezr. If approved, these resources would allow
DMHC to regulate the elimination of “surprise batarbilling” pursuant to the requirements of AB 72
(Bonta), Chapter 492, Statutes of 2016.

Program Funding Request Summary
Fund Source 2016-17 2017-18
0933 — Managed Care Fund $- $3,588,000
Total Funding Request: $- $3,588,000
Total Positions Requested 16.0

Background. AB 72 (Bonta), Chapter 492, Statutes of 2016aldsthes a provider reimbursement,
reconciliation, and complaint resolution infrasttre to eliminate “surprise balance billing”, the
practice of billing consumers for health care ss¥sidelivered by out-of-network (non-contracting)
providers at an in-network (contracting) healthilfac Specifically, AB 72 establishes a reimbursent

rate formula for non-contracting providers, an ipeledent dispute resolution process (IDRP) to resolv
claim disputes between non-contracting providerd &ealth plans, and regulatory and reporting
requirements for DMHC and the California Departmehtnsurance. For consumers, AB 72 ensures
that consumers are only billed for the in-netwodstcsharing amounts pursuant to their health care
service plan contract when selecting an in-netwacKity for their care.

DMHC Implementation Requirements. AB 72 requires DMHC to:

1.

2.

3.

Establish an IDRP for claim disputes between heztle service plans and non-contracting
providers by September 1, 2017.

Establish uniform written procedures for the sulsmis, receipt, processing and resolution
of claim payment disputes.

Provide a report to the Governor and the Legistattimtaining data related to the IDRP, a
summary of payments related to AB 72, and findinggarding the impact of the bill on
network adequacy by January 1, 2019.

Develop a standardized methodology for plans anégdeed entities to determine the
average contracted rates for services subject tgABy January 1, 2019.

Engage stakeholders throughout the developmenegsoeith a stakeholder meeting no later
than July 1, 2017.

Review average contracted rates and the policiegpeotedures for calculating these rates as
part of the Office of Financial Review’'s examinatiof plans’ fiscal and administrative
affairs. Plans provide DMHC with the data, methHody and policies and procedures used
to determine their average contracted rates foR@i& calendar year, which is the base year
for rate development in 2017 and beyond.

DMHC requests resources to support increased wadkilo the following programs:

1.

Help Center — The requested resources would allMiHD to respond to increased provider
complaint call volume and process IDRP requests
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» 1 Associate Governmental Program Analyst

e 1 Attorney

* 1 Legal Secretary

» 1 Office Technician

* Three-year limited-term resources equivalent ttaf s

* Three-year limited-term resources for IDRP consultasts.

Office of Plan Monitoring — The requested resoureesild support monitoring of plan

compliance with the network adequacy requiremerds hon-contracting providers
implemented by AB 72. In addition, these resouressild support review of plans’
grievance systems for compliance with AB 72.

» 2 Associate Health Program Advisers

* 2 Attorney Il

» 1 Staff Health Care Service Plan Analyst

Office of Financial Review The requested resoureesuld support creation of the
methodology for determining average contractedsréte providers, review contracted rate
submissions, train DMHC staff for review of planlipes used to calculate rates, and
develop data format submissions to facilitate hBP process.

» 1 Associate Life Actuary

» 1 Corporation Examiner

Office of Enforcement — The requested resourceddvewpport enforcement actions arising
from health plan non-compliance with the provisioh#\B 72.

* 1 Attorney Il

* 1 Legal Secretary

Office of Administrative Services — The requestedources would provide administrative
support related to the new positions.

» 2 Staff Services Analysts

Office of Technology and Innovation — The requestedources would provide IT and
technical support related to the new positions.

o 1 Staff Information Systems Analyst

Subcommittee Staff Comment and Recommendation—Hol®pen.

Questions. The subcommittee has requested DMHC to respotitetollowing:

1.

2.

Please provide a brief overview of this proposal.

Please describe the process for plans to subrtidlirates for July 1, 2017. What guidance
has DMHC provided to plans to ensure completenedsacuracy of the submissions?

What stakeholder engagement has occurred to dates the required meeting been
scheduled?

Which division is responsible for the January 1,120report to the Governor and
Legislature? Are there resources in this requéstated for preparation of the report?
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| Issue 5: Medi-Cal Interagency Agreement Reduction |

Budget Issue and Trailer Bill Language Proposal. The DMHC is requesting a reduction of 18.5
positions and a reduction in expenditure authait$5.3 million ($3.4 million Managed Care Fund and
$1.9 million reimbursements) in 2017-18 and $4.8ionm ($2.9 million Managed Care Fund and $1.4
million reimbursements) annually thereafter. ppbeoved, these reductions and the related trailer b
language proposal would reflect the terminatiomxaéting interagency agreements between DMHC and
the Department of Health Care Services (DHCS).

Program Funding Request Summary
Fund Source 2016-17 2017-18
0933 — Managed Care Fund $- ($3,398,000)
0995 — Reimbursements $- ($1,870,000)
Total Funding Request: $- ($5,268,000)
Total Positions Requested (18.5)

Background. Since 2010, DMHC has received resources to perfwarkload focused on Medi-Cal
managed care plans on behalf of DHCS. These ssraieecurrently provided through four interagency
agreements between the two departments. DHCS resedoIDMHC for 50 percent of costs associated
with the agreements, and 100 percent of consul§eryices costs incurred to support the Cal
MediConnect Ombudsman Program. The four interagagoeements are as follows:

1115 Waiver Demonstration ProjedBeginning in 2010, DMHC conducts medical survaygdical
loss ratio financial examinations, and network adey reviews related to the 1115 Waiver, a federal
waiver program to enable Medicaid participantseteive benefits through certain providers and germi
the State to require certain individuals to recdigaefits through managed care providers.

Rural Expansion.AB 1467 (Committee on Budget), Chapter 23, Statuié 2012, authorized the
transition of approximately 400,000 individuals28 rural counties from fee-for-service to Medi-Cal
managed care plans. AB 1468 (Committee on Bud@éapter 438, Statutes of 2012, required DHCS
to enter into an interagency agreement with DMHE@dnoduct financial audits, medical surveys, and a
review of the provider networks with the expansioihMedi-Cal managed care into the 28 rural
counties.

Medi-Cal Dental Managed Car®&HCS began contracting with six Dental ManagedeGBMC) plans

in 2013. These dental plans receive a negotiatedthty capitated reimbursement rate for each Medi-
Cal beneficiary enrolled in the plan. Beneficiamgsolled in the contracted plans receive dentakbts
from providers within the plan’s provider networklnder the interagency agreement, DMHC conducts
financial examinations and medical surveys focusethe Medi-Cal line of business for these six DMC
plans.

Coordinated Care Initiative. The Coordinated Care Initiative (CCI) seeks tovpte better health
outcomes for individuals eligible for both Medicamed Medi-Cal (dual-eligibles) by enrolling thenan
managed health care plans. SB 1008 (Committee dgéland Fiscal Review), Chapter 33, Statutes of
2012, required DHCS to enter into an interagencyeemgent with DMHC to perform health plan
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surveys and financial reviews, readiness reviewvidies, and provide consumer assistance to ekgibl
beneficiaries of CCI. The Ombudsman Program corsdwitreach and enhances awareness of
Ombudsman service availability, investigates areblke@s Cal MediConnect enrollees’ issues with
managed care plans and refers Cal MediConnectleesdb various resources and assistance programs.

Federal Medicaid Managed Care RegulationsReleased in May 2016 by the federal Centers for
Medicare and Medicaid Services, Final Rule 239(iBnged Medicaid regulations to align the rules
governing Medicaid managed care plans with thoseotbér major sources of coverage, such as
Qualified Health Plans and Medicare Advantage. it also implements statutory provisions, changes
actuarial payment provisions, promotes quality afe¢c and strengthens efforts to reform delivery
systems that serve Medicaid and Children’s Healslulance Program (CHIP) beneficiaries.

The new rulemaking requires DHCS to substantiatlyamd its oversight and monitoring of Medi-Cal
managed care plans, county mental health planpafrénpatient Hospital Plans (PIHP), and DMC
plans by requiring greater detail in oversight\atiés and verification of information, includingth on
provider networks according to an expanded ranger@fider types, cultural and language standards,
and quality improvement projects. The new rules aéxjuire states to demonstrate their willingness t
issue sanctions to plans that repeatedly fail toptg with program requirements. DHCS received 38
positions and $10.4 million ($4.9 million Generaind and $5.4 million federal funds) in 2016-17 and
is requesting an additional 15 positions and $8illom ($4.5 million General Fund and $4.5 million
federal funds) in 2017-18 to manage the new regujatorkload.

According to DHCS and DMHC, the increased monitgrri Medi-Cal managed care plans required by
the new rulemaking is more stringent than the sygveeviews and other regulatory oversight provided
by DMHC under the interagency agreements. DHCS8rtgphis workload will be completed by staff in
its Managed Care Operations, Managed Care Quality lManagement, Capitated Rates, Dental
Services, and Audits and Investigations Divisionss a result, DMHC is proposing to terminate the
four interagency agreements with DHCS, which expéotassume this workload within its overall
compliance with the requirements of the final rul@he department’s proposal includes trailer bill
language implementing the termination of the ages@siand a reduction in positions and expenditure
authority as follows:

1115 Waiver Demonstration Project: Reduction of $805,000 and 13.0 Positions
Office of Plan Monitoring - Division of Provider Mgorks
* 2.0 Health Program Specialist |
» 1.0 Associate Health Program Adviser
e Ongoing consultant costs in the amount of $30D,0® assess and monitor the
availability and adequacy of Medi-Cal managed gdaes’ provider networks.
Office of Plan Monitoring - Division of Plan Survey
* 1.0 Supervising Health Care Service Plan Analyst
* 4.0 Staff Health Care Service Plan Analysts
Office of Financial Review - Division of Financi@versight
* 1.0 Corporation Examiner IV (Supervisor)
* 4.0 Corporation Examiners

Rural Expansion: Reduction of $487,000 and 3.5 Pdsins
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Help Center
e 2.0 Consumer Assistance Technicians

* 0.5 Nurse Evaluator Il
* 0.5 Associate Governmental Program Analyst
Office of Plan Monitoring - Division of Plan Survey
* 0.5 Associate Health Care Service Plan Analyst
e Ongoing consultant costs in the amount of $13D,8® assist the DMHC with
conducting medical surveys.

Medi-Cal Dental Managed Care: Reduction of $384,008nd 2.0 Positions

Office of Plan Monitoring - Division of Plan Survey
* 0.5 Health Program Specialist Il
* 0.5 Associate Health Care Service Plan Analyst
e Ongoing consultant costs in the amount of $13D,0® assist the DMHC with

conducting DMC surveys.

Office of Financial Review - Division of Financi@versight

* 1.0 Corporation Examiner

Coordinated Care Initiative: Reduction of $522,000n FY 2017-18
Office of Plan Monitoring - Division of Provider Mgorks
* Limited-term expenditure authority equivalent t& (Health Program Specialist |
until December 31, 2017 to perform this workload.
Help Center
* Limited-term expenditure authority equivalent to5 OAssociate Governmental
Program Analyst until December 31, 2017 to perftie workload.
Short-term consultant costs were provided throughdmber 31, 2017 to partner with California
community-based organizations to provide consunwath local, hands-on assistance with
enrollment into Cal MediConnect health coverageisTtequest reflects a reduction in the
amount of $400,000 in 2017-18.

Subcommittee Staff Comment and Recommendation—Hol®pen. It is recommended to hold this
issue open pending evaluation of the companiongzapfrom DHCS to assume the responsibilities of
the interagency agreements DMHC proposes to teteina
Questions. The subcommittee has requested DMHC to respotieetéollowing:

1. Please provide a brief overview of this proposal.

2. If the elimination of the interagency agreementgapgroved, what regulatory oversight of
Medi-Cal managed care plans will still be underjtiresdiction of DMHC?

3. Please describe how DMHC and DHCS will coordindteirt oversight and monitoring
activities to avoid duplication of efforts.
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4260 DEPARTMENT OF HEALTH CARE SERVICES

Issue 1: Overview

Department of Health Care Services Funding Summary

Fiscal Year:|  2015-16 | 2016-17 | 2017-18 | BY to CY

STATE OPERATIONS

Fund Source Actual Revised Proposed Change
General Fund $176,186,000 $203,591,000 $202,958,000 ($633,000)
Federal Funds $301,977,000 $374,560,000 $373,879,000 ($681,000)
Special Funds/Reimb $46,230,000 $59,638,000 $52,232,000 ($7,406,000)
Total Expenditures $524,393,000 $637,789,000 $EER,000 ($8,720,000)
Total Auth. Positions 3518.3 3835.4 3770.7 (64.7)

LOCAL ASSISTANCE

Fund Source Actual Revised Proposed Change
General Fund $17,917,490,000; $19,939,167,000  $19,410,746,000 28(831,000)
Federal Funds $55,445,670,000, $67,133,809,000 $67,069,323,000 4,486,000)
Special Funds/Reimb | $9,822,122,000 $15,163,325,000 $18,156,027,000 93262,000

Total Expenditures $83,185,282,00 $102,236,301000$104,636,096,000 $2,399,795,000

1Federal Funds include Funds 0890, 7502, 7503, &@D8

Background. The Department of Health Care Services’ (DHCS)siois is to protect and improve the
health of all Californians by operating and finargcprograms delivering health care services taldég
individuals. DHCS programs provide services to emsow-income Californians have access to health
care services and that those services are deliverdost-effective manner. DHCS programs include:

Medi-Cal. DHCS serves as the single state agency for Medialifornia’s Medicaid program.
Medi-Cal is a health care program for low-incomel dow-resource individuals and families
who meet defined eligibility requirements. Medi-Gadordinates and directs the delivery of
health care services to approximately 14 millioraldied individuals, including low-income
families, seniors and persons with disabilitiesldean in families with low-incomes or in foster
care, pregnant women, and low-income people witdtifip diseases. As of January 1, 2014,
due to the Affordable Care Act, childless adultsampi38 percent of the federal poverty level are
also eligible for services in Medi-Cal.

Children’s Medical ServicesChildren’s Medical Services coordinates and dir¢ots delivery
of health care services to low-income and seriollisthildren and adults. Its programs include
the Genetically Handicapped Persons Program, @ailg#oChildren’s Services Program, and
Child Health and Disability Prevention Program.
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* Primary and Rural Health Primary and Rural Health coordinates and dirdotsdelivery of
health care to Californians in rural areas andrndeuserved populations. Its programs include:
Indian Health Program, Rural Health Services Dgwalent Program, Seasonal Agricultural and
Migratory Workers Program, State Office of Ruralatle, Medicare Rural Hospital Flexibility
Program/Critical Access Hospital Program, SmalldRttospital Improvement Program, and the
J-1 Visa Waiver Program.

 Mental Health & Substance Use Disorder Servicess adopted in the 2011 through 2013
budget acts, DHCS oversees the delivery of commuméntal health and substance use disorder
services, reflecting the elimination of the Depamtts of Alcohol and Drug Programs and
Mental Health.

» Other Programs DHCS oversees family planning services, canceresang services to low-
income under-insured or uninsured women, and pestancer treatment services to low-
income, uninsured men, through the Every Woman @olrogram, the Family Planning Access
Care and Treatment Program, and the Prostate Caresiment Program.

Subcommittee Staff Comment and RecommendationThis is an informational item.

Questions. The subcommittee has requested DHCS to respatihe tollowing:

1. Please provide a brief overview of DHCS progrant laidget.
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Issue 2: November 2016 Medi-Cal Estimate - Overview |

Budget Issue. The November 2016 Medi-Cal Local Assistance Eatinincludes $100.1 billion ($19.6

billion General Fund, $66.8 billion federal fundsd $13.7 billion special funds and reimburseme
for expenditures in 2016-17, and $102.6 billiongd1billion General Fund, $66.8 billion federal fls
and $16.7 billion special funds and reimbursemeitsg¢xpenditures in 2017-18.

Medi-Cal Local Assistance Funding Summary

Fiscal Year: | 2016-17 | 2017-18 |  BYtoCY
Benefits

Fund Source Revised Proposed Change
General Fund $18,580,262,000, $18,118,289,000 ($461,973,C
Federal Funds $63,114,015,000f $62,976,866,000 ($137,149.,0
Special Funds/Reimbursements $13,681,542,000, $16,693,070,000 $3,011,528,
Total Expenditures | $95,375,819,000f $97,788,225,000 $2,412,406,

County Administration

Fund Source Revised Proposed Change
General Fund $859,237,000 $858,771,000 ($466,000
Federal Funds $3,397,740,000 $3,502,083,000 $104,343,0
Special Funds and Reimbursements $11,956,000 $11,819,000 ($137,000

Total Expenditures | $4,268,933,000 $4,372,673,00 $103,740,0

Fiscal Intermediary

nts)

00)
00)
000

000

00

00

Fund Source Revised Proposed Change
General Fund $120,524,000 $152,982,000 $32,458,000
Federal Funds $- $- $-
Special Funds and Reimbursements $- $- $-
Total Expenditures |  $120,524,000 $152,982,000 $32,458,000

TOTAL MEDI-CAL EXPENDITURES

Fund Source Revised Proposed Change
General Fund $19,560,023,000 $19,130,042,000 ($429,981,000)
Federal Funds $66,808,522,000 $66,750,097,000 ($58,425,000)
Special Funds and Reimbursements $13,693,498,000, $16,704,889,000 $3,011,391,000

Total Expenditures $100,062,043,00$ $102,585,028,050 $2,522,985\000

Caseload. In 2016-17, the budget assumes annual Medi-Calaa$®f 14 million, a decrease of 0.6
percent compared to assumptions for the 2016 Budget In 2017-18, the budget assumes annual
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Medi-Cal caseload of 14.3 million, a 1.8 percemtréase compared to the revised caseload estintate fo
2016-17.

Significant General Fund Changes. The November 2016 Medi-Cal Local Assistance Estém
includes the following significant General Fund ches:

2016-17 General Fund Deficiency The budget includes increased expenditures @ Medi-Cal
program of approximately $1.8 billion General Fuadnpared to the 2016 Budget Act. The current year
increase is primarily attributable to a one-timéraactive payment of drug rebates to the federal
government and miscalculation of costs associatél we Coordinated Care Initiative in prior
estimates. (For more information, see Issue 3:iNadl Unanticipated Costs — 2016-17 Deficiency)

Managed Care Organization TaxThe budget includes reduced General Fund experdiin the Medi-
Cal program of approximately $1.1 billion in 2018-and $1.6 billion in 2017-18 from the tax on
enrollment of managed care organizations authorige®&BX2 2 (Hernandez), Chapter 2, Statutes of
2016.

Coordinated Care Initiative (CCH The budget reflects savings of approximately $fllion General
Fund from the extension of the duals demonstragtitot project (Cal MediConnect). The Governor's
Budget estimate of CCI projects that it will no ¢@m be cost-effective and, consistent with curtaw;

will be discontinued in 2017-18. Based on thedasdearned from the CCl demonstration project, the
budget includes the extension of the duals demaiistr pilot (Cal MediConnect) for an additional two
years, through December 31, 2019.

Optional Expansion of Medi-CalThe budget includes General Fund expenditurék888.4 million in
2016-17 and $1.6 billion in 2017-18 for the optibiMedi-Cal expansion population. Beginning in
2017, the state assumes a 5 percent share ofocagitional expansion expenditures.

Full-Scope Medi-Cal Coverage for Undocumented Caid(SB 75)- The budget includes General
Fund expenditures of $279.5 million to provide #tlope benefits to approximately 185,000 children,
pursuant to SB 75 (Committee on Budget and Fiseaid¥), Chapter 18, Statutes of 20{5or more
information, see Issue 6: Undocumented Childrefr&abpe Expansion)

Children's Health Insurance Program (CHIP) Reauikation - The budget assumes Congress will
reauthorize the CHIP program, but at the previcedefal matching percentage of 65% effective
October 1, 2017. The budget includes General Fwsts of $536.1 million to account for the loss in
federal funding. (For more information, see Issu&iBe XXI Federal Match Reduction)

New Qualified Immigrants (NQI) Affordability and mdits Wrap Program The budget includes

General Fund savings of $48 million from transiti@pcoverage for NQI adults from Medi-Cal to an
Exchange plan. The budget proposes all NQI athaliscluded in the wrap program January 1, 2018.

(For more information, see Issue 7: New Qualifiesnligrant Wrap Proposal)

Major Risk Medical Insurance Fund AbolishmentThe budget includes reduced General Fund
expenditures of $62.3 million offset by a one-titrensfer of the remaining fund balance in the Major
Risk Medical Insurance Fund. The budget abolishedund, and proposes the transfer of the remaining
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fund balance to the newly established Health Camei&s Plans Fines and Penalties Fund to fund
MRMIP and to offset General Fund expenditures & Medi-Cal program. (For more information, see
Issue 10: Elimination of Major Risk Medical InsucanFund Proposal)

Hospital Quality Assurance Fee Extensiomhe budget includes General Fund savings of &ler
billion in 2017-18 from the extension of the hoapitjuality assurance fee. On November 8, 2016,
voters passed Proposition 52, which amends the G@stitution to permanently extend the fee.

Drug Medi-Cal Organized Delivery System Waivéthe budget includes $141.6 million General Fund
expenditures for a five-year pilot program for papating counties to use an organized deliveryesys
to provide substance use disorder services tdoiigiledi-Cal beneficiaries.

Proposition 56 - The budget includes reduced General Fund expeadi of $1.2 billion offset by
revenue received from voter approval of Propositi&8) which increased the excise tax rate on
cigarettes, tobacco products, and electronic citgeme After backfills and specified allocations,
Proposition 56 requires 82 percent of the fundsareing be transferred to the Healthcare Treatment
Fund for DHCS to increase funding for existing fie@dre programs and services by providing
improved payments for all healthcare, treatmend, sarvices. Proposition 56 also provided that dfin
shall not be used to supplant existing state géhands for these same purposes”, “the fundingldteal
used only for care provided by health care protesds, clinics, health facilities” and “health psan
contracting with the State Department of HealtheCaervices to provide health benefits”.

The Administration has interpreted the statutorgvpmions of Proposition 56 to allow allocation of
revenue to fund growth in program expenditures dber level contained in the 2016 Budget Act.
Although these expenditures would have otherwisenb&nded with state General Fund, the
Administration asserts this use of funds does mate the non-supplantation provisions of Proposit
56. According to the Administration, Propositiof Eevenue deposited in the Healthcare Treatment
Fund is allocated to the following expenditure2@17-18:

Amount of New Program Growth Funded
by Proposition 56 Compared to 2016
PC # PC Title Budget Act Level (Whole Dollars)
96 | Two Plan Model $464,092,000
97 | County Organized Health Systems $166,112,000
99 | Geographic Managed Care $81,150,000
167 [ Medicare Pmnts.- Buy-In Part A & B Premiums $37,956,000
168 | Medicare Payments - Part D Phased-Down $285,485,000
102 | Regional Model $16,795,000
104 | Pace (Other M/C) $35,803,000
112 | Capitated Rate Adjustment for FY 2017-18 $150,000,0

| i Total i $1,237,393,000 |

Subcommittee Staff Comment and Recommendation—Hol@®pen. It is recommended to hold this
issue open as updated estimates of caseload aeddtypes will be provided at the May Revision.
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Questions. The subcommittee has requested DHCS to respathe tollowing:

1. Please provide a brief overview of the signific&gneral Fund changes in the Medi-Cal
program in the 2017-18 fiscal year.

2. Please describe the allocations of Propositiorusélihg in the Medi-Cal budget.

3. Please describe the department’s interpretatiahefprovisions of Proposition 56 allowing
revenues to fund growth in program expenditureswhmald otherwise be funded by General
Fund. How do these allocations comply with the -sapplantation language in the
Proposition 56 statute governing Medi-Cal expendia@

Senate Committee on Budget and Fiscal Review Page 19



Subcommittee No. 3 March 23, 2017

Issue 3: Medi-Cal Unanticipated Costs — 2016-17 Defency

Budget Issue. The Administration estimates unanticipated insesan Medi-Cal program expenditures
in 2016-17 will exceed its 2016 Budget Act apprapan, resulting in a current year General Fund
deficiency of approximately $1.8 billion.

Background. The 2016 Budget Act appropriated $17.8 billion @&éneral Fund for the Medi-Cal
program in 2016-17. According to DHCS, updatedhesties of Medi-Cal expenditures for 2016-17 will
be $19.6 billion, an increase of $1.8 billion otlee 2016 Budget Act appropriation. DHCS reporis th
substantial increase in expenditures is primanilg tb two factors: 1) a miscalculation of costated to
the Coordinated Care Initiative (CCI), and 2) a-time repayment to the federal government of
pharmacy rebates collected on claims for ACA bereaiies.

CCI Miscalculation. The budget references a miscalculation in CCl,f@alia’'s demonstration project
for individuals eligible for both Medicare and Medal (dual-eligibles), that contributed to the
significant deficiency in the Medi-Cal program i815-17. According to the Administration, the 2016
Budget Act underestimated General Fund resouraes@ by approximately $1.5 billion. Specifically,
the 2016 Budget Act:

Underestimated costs for managed care payments for CCl beneficiaries’ care $573.2 million
Overestimated savings to fee-for-service system for transition to managed care $913.1 million
TOTAL CCI-Related Deficiency (General Fund): $1.486 billion

Authorized by SB 1008 and SB 1036 (Committee ond&tichnd Fiscal Review), Chapters 33 and 45,
Statutes of 2012, CCI integrates medical, behaliogalth, and long-term services and supports for
dual-eligible beneficiaries in seven demonstratcmunties: San Mateo, Santa Clara, Los Angeles,
Riverside, San Bernardino, Orange, and San Diéyml-eligible beneficiaries were passively enrolled
into Cal MediConnect, which coordinates Medicard Medi-Cal benefits, beginning in 2014. Dual-

eligible beneficiaries who opted out of Cal Medi@ent and Medi-Cal-only beneficiaries such as
seniors and persons with disabilities, were mandatenrolled in managed care for Medi-Cal benefits

including long-term services and supports (LTSE3 In-Home Supportive Services (IHSS) and skilled
nursing facility care.

Most Medi-Cal beneficiaries enrolled in CCl alreadhceive a portion of their Medi-Cal benefits
through a managed care plan. However, LTSS bensBte previously provided through the fee-for-
service delivery system, except in San Mateo arah@¥ Counties. Because of the integration of LTSS
into managed care, the budget for CClI includesrmam components:
» Costs for capitation payments to managed care fairtee delivery of benefits, either in
Cal MediConnect or in managed care including LTSS.
* Savings in the fee-for-service delivery system from longer providing LTSS, as
beneficiaries transition into managed care for ¢hosnefits.
In general, the annual costs for capitation paymemtd the savings from fee-for-service should be
roughly equivalent, since the capitation paymentsbased on the fee-for-service equivalent cobke
program receives some additional General Fund gavilom Cal MediConnect plans that have savings
targets built into their rates.
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The overall miscalculation was the result of estioraerrors in each of these components. Both
estimation errors resulted in the inclusion of I&aneral Fund authority in the 2016 Budget Act than
needed for the operation of the program, and daurid to the total $1.8 billion current year MeditC
deficiency in the 2017 Governor’s Budget.

Managed Care Paymenté/hen the Medi-Cal program estimates the budgetfamaged care payments
to CCI plans, there are two components to the esiom. First, DHCS determines the total cost for
capitation payments to plans for CCI beneficiaridfien, because most CCI beneficiaries were already
receiving non-LTSS benefits through managed cateC® determines what percentage of the total
capitation payments are already captured in thgrpro’s base trend estimate. The amount captured in
the base is removed from the CCI budget to avoahbting for the payments twice (once in the base
and again in the CCl budget). For the 2016 Budgét DHCS miscalculated how much it should have
removed from the CCI budget due to a spreadshemiufa error that counted the base amounts from
San Mateo and Orange Counties twice. An additi®dl3.2 million General Fund was necessary to
correct the error.

CCl - 2016-17 Managed Care

Payments (General Fund) Difference 2016 Budget to
2017 Governor's Budget:

$573,199,810 General Fund
(Not in Base)

B Not in Base

* The decrease in the "Base" amount is
not an actual reduction in spending; it's
only a reduction of the amount removed

O Base (% of total)*

$3,266,247,470 from the total CCI budget to avoid
(64.12%) $2,403,795,660 budgeting for the payments twice.
(50.03%) Correction of the error resulted in less

"Base" spending removed from the CCI
budget, with the remaining "Not in Base"
amount increasing by $573.2 million.

2016 Budget 2017 Gov Budget

Fee-For-Service Savingsledi-Cal’s estimate for fee-for-service saving<i@l assigned a per-member
per-month (PMPM) savings value to each individuahsitioning into managed care. This strategy was
generally sound for the seven counties that hadiquisly transitioned, because there was a sigmifica
population of individuals receiving LTSS in the {fieg-service system. However, by the 2016 Budget
Act the only county left to transition was Orangeu@ty. Orange County operates a county organized
health system (COHS) plan for all Medi-Cal beneiiis in which LTSS services are already integrated
into the managed care capitation payments. Beaawsare in Orange County is delivered in fee-for-
service, no fee-for-service savings would occumfripansitioning individuals into managed care. The
Medi-Cal estimate for CCI savings in the 2016 Buddet, however, still assumed a standard PMPM
for each individual and built in $913.1 million sévings that never materialized.
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Fee-for-Service Savings in 2016 Budget Act (General Fund)

Transitioned to Managed Care Not Yet Transitioned

$2.83 billion $913.1 million
Fee-for-service savings Future Savings in 2016-17
(Already budgeted) (Never materialized)

Retroactive Federal Recoupment of Pharmacy Rebated-ederal Medicaid law and regulations allow
the Medi-Cal program to receive rebates from drugnufiacturers for prescriptions provided to
beneficiaries. In addition to required federalatels, Medi-Cal negotiates supplemental state rebate
that increase the total amount of rebate receidCS collects rebate revenue from manufactureds an
reimburses the federal government for the federalching funds provided for the original claim.
Traditional Medi-Cal beneficiaries’ claims recei@ee50 percent match, Children’s Health Insurance
Program (former Healthy Families Program) benefiegcurrently receive an 88 percent match, and
optional expansion (ACA) beneficiaries currentlgaiwe a 95 percent match.

Until April 2016, the department’'s Rebate Accougtend Information System was unable to identify

ACA pharmacy claims. As a result, federal reimborent was never remitted for drug rebates on
claims between April 2015 and June 2016. Accordmd@HCS, these revenues were reported as
General Fund savings in the 2015-16 fiscal year suygported additional Medi-Cal expenditures in

subsequent fiscal years. The retroactive recoupmead to the federal government for these claims,
funded with state General Fund, is approximateB7$3 million. DHCS reports this payment was made
in September 2016.

Supplemental Appropriation. Government Code section 16531.1 provides $lohiltif General Fund
loan authority to DHCS in the event of a deficiemeythe Medi-Cal budget for the purpose of making
payments to Medi-Cal providers. Because the ctiyear General Fund deficiency exceeds the $1
billion loan authority, the program may experiepeeblems with cash flow leading to interruptions in
payments to Medi-Cal providers. The Administrati@ports it is evaluating options for addressing
potential cash flow issues, including additionah@=l Fund loan authority or accelerated considerat
of supplemental appropriation legislation, and wibvide further information on its proposed resgmsmn
in the coming weeks.

Subcommittee Staff Comment and Recommendation—Hol@pen. It is recommended this issue be
held open pending further updates to Administragstimates of the 2016-17 deficiency at the May
Revision or earlier, further guidance on the scopé¢he department’s cash flow challenges, and the
Administration’s proposed response to those issues.
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Questions. The subcommittee has requested DHCS to respatihe tollowing:

1. Please provide a brief overview of the deficienejyated to the miscalculation for the
Coordinated Care Initiative.

2. Please provide a brief overview of the deficien®lated to the retroactive federal
repayments for pharmacy rebates.

3. Based on current estimates, when does the depdraxpect to exceed its appropriation and
loan authority in 2016-17? How would payments berftized if this occurs?
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Issue 4. County Administration Estimate and Budgefroposals

Budget Issue and Trailer Bill Language Proposal. The budget includes $1.3 billion ($651.3 million
General Fund and $651.3 million federal funds) athk2016-17 and 2017-18 for the base allocation to
counties for eligibility determinations for Medi-Cheneficiaries. The base allocations represent no
change from the amounts included in the 2016 Budget

In addition to the base allocation, the budgetudek $655.3 million ($327.7 million General Fundl an
$327.7 million federal funds) for additional courglygibility workload related to implementation tife
federal Affordable Care Act. These additional fsiradso are unchanged from amounts included in the
2016 Budget Act.

DHCS requests expenditure authority of $1.5 milli&731,000 General Fund and $730,000 federal
funds) in 2017-18 and 2018-19, and $244,000 ($1¥2®Beneral Fund and $122,000 federal funds) in
2019-20. If approved, these resources would atlmevdepartment to continue development of a new
budgeting methodology for county administrativetsdbat reflects the impact of the Affordable Care
Act, pursuant to the requirements of SB 28 (HereahdChapter 442, Statutes of 2013.

DHCS also requests trailer bill language to claléyislative intent not to appropriate funds faroest of
living adjustment to counties for Medi-Cal eligibjfiworkload in 2017-18.

County Administration Funding Summary

Fiscal Year: | 2016-17 | 2017-18 BY to CY
County Administration Base
Fund Source Revised Proposed Change
0001 — General Fund $651,341,500 $651,341,500 $-
0890 — Federal Trust Fund $651,341,500 $651,341,500 $-
Total Expenditures | $1,302,683,000 $1,302,683,00 $-

Implementation of ACA

Fund Source Revised Proposed Change
0001 — General Fund $327,655,000 $327,655,000 $-
0890 — Federal Trust Fund $327,655,000 $327,655,000 $-
Total Expenditures | $655,310,000 $655,310,000 $-
Program Funding Request Summary (Budgeting Methodalgy BCP)
Fund Source 2016-17 2017-18
0001 — General Fund $- $731,000
0890 — Federal Trust Fund $- $730,000
Total Funding Request: $- $1,461,000
Total Positions Requested 0.0
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Background. DHCS provides funding for county staff and suppasts to perform administrative
activities associated with the Medi-Cal eligibilitgnrollment, retention, and redetermination preces
Counties have traditionally served as the primamgeas point for low-income individuals to apply for
Medi-Cal coverage and other public assistance progr Using workload data, expenditure data, and
other available information, DHCS determines a lkakecation for each county based on estimates of
staff costs, support costs, and staff developmestsc Two years after development of the base
allocation for a fiscal year, DHCS reconciles thaddpeted base allocation with a county’s actual
expenditures, with additional funds provided to mibes that spent more than their allocation and
repayment to the state of unspent county fundse Bindget includes $1.3 billion ($651.3 million
General Fund and $651.3 million federal funds)athi2016-17 and 2017-18 for the base allocation.

Implementation of the federal Affordable Care A&CQ) significantly changed county Medi-Cal
eligibility workload. Changes to the enrollmentdaredetermination processes designed to simplify
beneficiaries’ application for the program resaltadditional complexity. The new process included
interface with the California Healthcare EligibylitEnrollment and Retention (CalHEERS) system,
California’s portal for health insurance afford#lyilprogram applications. System implementation
issues with CalHEERS’ county interfaces led to siggnt increases in county eligibility workload dan
delay in eligibility determinations. In responsethese issues, DHCS has provided counties addlition
funding over their base allocation to account far increase in workload. The budget includes $555.
million ($327.7 million General Fund and $327.7 lroit federal funds) in both 2016-17 and 2017-18
for implementation of the ACA.

In anticipation of the workload changes requiredAGA implementation, the Legislature approved SB
28, which requires DHCS to develop and implemenheav budgeting methodology for county
administration of the Medi-Cal program. The metHodw, to be developed in consultation with county
stakeholders, is meant to reflect the changes umtgooperations as a result of implementation ef th
ACA. In 2014-15, the Legislature approved two teaiterm positions and contract funding to begin
working on the new methodology. According to DH@% approved staff have been engaged in efforts
to learn current county processes and spendingrpattresearch prior efforts to create a new buaget
methodology, and prepare documents required togengfae services of a contractor. DHCS also
reports it worked with the County Welfare DirectoAssociation and the Service Employees
International Union to develop a scope of work tloee contractor to perform time/motion studies and
make other estimates of county costs to assisieiévelopment of the new methodology.

DHCS requests limited-term extension of the ressaipreviously approved, as follows:

* Three-year expenditure authority of $244,000 ($0@@Q,General Fund and $122,000
federal funds) equivalent to one Staff Services &pm | and one Associate
Governmental Program Analyst to continue workinghwdounties and the contractor to
develop the new budgeting methodology.

* Two-year expenditure authority of $1.2 million (8000 General Fund and $607,000
federal funds) to continue funding the contractrassist in development of the new
budgeting methodology.

According to DHCS, the data and other informatioovpled through the contractor’'s work will inform
the development of the new budgeting methodologlydeiermine how it will be implemented. If these
resources are approved, DHCS expects implementati@ooner than 2017-18.
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County Administration COLA Trailer Bill Language. ABX4 12 (Evans), Chapter 12, Statutes of
2009, prohibits automatic cost of living adjustneeffCOLAS) to state departments and agencies.
However, Welfare and Institutions Code section ¥4&H1) states legislative intent that counties
receive adequate funding, including an annual CCbAthe eligibility work performed on behalf ofeh
Medi-Cal program. Since 2009, the Legislature approved trailer bill language annually to state
legislative intent to not appropriate funds for ®L& for county’s eligibility workload in that year.
DHCS proposes trailer bill language to add 2017d.&e list of fiscal years beginning in 2008-09
during which it is the intent of the Legislaturet ho appropriate funds for a county COLA.

Subcommittee Staff Comment and Recommendation—Hol@®pen. It is recommended to hold these
issues open as updated estimates of caseload pedditxires will be provided at the May Revision.

Questions. The subcommittee has requested DHCS to respatihe tollowing:
1. Please provide a brief overview of the local aasist estimate for County Administration.

2. Why are base allocations and ACA implementatiording flat between the 2016-17 and
2017-18 fiscal years?

3. Please provide a brief overview of the budget ckappposal for extension of resources
related to the new budgeting methodology for co@alyinistration costs.

4, How will the implementation of the new MEDS systgmuysuant to the request previously
heard by the subcommittee, lead to efficienciesannties’ administration of eligibility for
the Medi-Cal program? Would these efficiencies daptured by the new budgeting
methodology?
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Issue 5: Use of CalWORKS Eligibility to Determine Medi-Cal Eligibility

Trailer Bill Language Proposal. DHCS proposes trailer bill language to provideigbry authority to
seek federal approval to use determination of l@ligi for the California Work Opportunity and
Responsibility to Kids (CalWORKS) program as a deiaation of eligibility for the Medi-Cal program.

Background. DHCS considers a CalWORKs eligibility determioatito also confer automatic
eligibility for the Medi-Cal program. This considgion is based on an analysis that demonstrates
individuals qualifying for CalWORKSs, under CalWORKsogram rules, would also qualify for Medi-
Cal, under Medi-Cal’s eligibility rules. Currentlyhen an individual’'s eligibility for CalWORKSs ends
Medi-Cal eligibility continues under the 1931(bgram until the next annual renewal or unless the
reason for the CalWORKSs discontinuance is alscaaam for discontinuance for Medi-Cal. The federal
Centers for Medicare and Medicaid Services recembpommended DHCS request federal approval
through a state plan amendment to continue using/ORKSs eligibility determination as a basis for
eligibility to the Medi-Cal program.

Subcommittee Staff Comment and Recommendation—Hol@pen. It is recommended to hold this
issue open pending further updates at May Revisienyell as potential federal actions regarding the
status and funding of health coverage in the MeaigEogram.

Questions. The subcommittee has requested DHCS to respatihe tollowing:

1. Please provide a brief overview of this proposal.
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| Issue 6: Undocumented Children Full-Scope ExpansiofEB 75)

Budget Issue. The budget includes $292.3 million ($230.4 milliGeneral Fund and $61.9 million
federal funds) in 2016-17 and $354.4 million ($57fillion General Fund and $74.8 million federal
funds) for the enrollment of undocumented childiato full-scope Medi-Cal, pursuant to SB 75
(Committee on Budget and Fiscal Review), ChapteiSi&tutes of 2015.

Program Funding Request Summary
Fund Source 2016-17 2017-18
0001 — General Fund $230,369,000 $279,533,000
0890 — Federal Trust Fund $61,927,000 $74,825,000
Total Funding Request: $292,296,000 $354,358,000

Background. SB 75 expands eligibility for full-scope Medi-Cal all income-eligible children under
age 19, regardless of immigration status. Undocuete children were previously eligible for
restricted-scope Medi-Cal coverage, which includesergency and pregnancy related services only.
Services provided under restricted-scope Medi-@akive a 50 percent federal match, while the
additional non-emergency services provided underful-scope expansion are funded entirely by state
General Fund. DHCS estimates there are 250,000cuntented children under age 19 covered under
the expansion of eligibility, which includes twastinct populations:

1. Restricted-Scope Medi-Cal Beneficiaries— DHCS estimates there were 119,076
undocumented children previously enrolled in restd-scope Medi-Cal coverage. All of
these children completed the transition into foliyse Medi-Cal coverage between May and
September 2016.

2. Not Currently Enrolled. DHCS estimates there are 130,924 undocumentédirexmithat
were eligible for, but not enrolled in, restrictecbpe Medi-Cal. These children must
undergo eligibility determinations through the oty Medi-Cal application process. The
department estimates that 50 percent of theserehildill enroll in coverage over the 12
month period beginning in May 2016. As of Marc2@17, 61,917 children in this category
were enrolled in full-scope benefits, or 47.3 patcef the estimated population of
undocumented children not currently enrolled. Blase these trends, enrollment is likely to
exceed the department’s estimate of 50 percemi®pbpulation.

Immigration Enforcement Concerns from Beneficiaries Various stakeholders have reported an
increase in inquiries from parents of undocumeictattiren considering disenrollment from Medi-Cal,
citing concerns about immigration enforcement adtidy the new federal administration. The
department does not capture information on theoreafor disenroliment, but has observed a slowdown
in enroliment in recent months.

Subcommittee Staff Comment and Recommendation—Hol®pen. It is recommended to hold this
issue open pending further updates in caseloaggpehditures at May Revision.
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Questions. The subcommittee has requested DHCS to respatihe tollowing:

1. Please provide an update on the progress of ergntlfior undocumented children, both for
those transitioning from restricted-scope coveiaugthose not previously enrolled.
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| Issue 7: New Qualified Immigrant Wrap Proposal |

Budget Issue and Trailer Bill Language. The budget includes savings of $120.8 milliong®dillion
General Fund and $72.8 million federal funds) tplement the transition of New Qualified Immigrants
(NQIs) into the New Qualified Immigrant Affordatifiand Benefit Program (NQI Wrap)

Program Funding Request Summary
Fund Source 2016-17 2017-18
0001 — General Fund $- ($48,035,000)
0890 — Federal Trust Fund $- ($72,775,000)
Total Funding Request: $- ($120,810,000)

Background. The federal Personal Responsibility and Work Opputy Act prohibits federal financial
participation for full-scope Medi-Cal services pided to qualified, nonexempt immigrants who have
resided in the United States for less than fivegied@hese individuals, known as New Qualified
Immigrants (NQIs), are still eligible for restrickescope Medi-Cal for emergency and pregnancy rtlate
services, for which the federal match is availalflalifornia provides full-scope Medi-Cal coverdge
NQIs, with the nonemergency services funded with gércent state General Fund. The budget
assumes $707 million of additional General Fundeexigures for full-scope coverage of this populatio
in 2016-17.

Existing Transition of NQI Adults Without Children. SBX1 1 (Hernandez), Chapter 4, Statutes of
2013, provides for the transition of NQIs over &dewithout children into an individual market héalt
plan through the Covered California health berefithange. The bill requires Medi-Cal to cover the
beneficiary’s premium costs, minus the advance prnentax credit provided by federal law, as well as
any cost-sharing charges. This coverage and paystreiture is referred to as the NQI Wrap.

The 2016 Governor’s Budget assumed savings of $88li@&n ($31.8 million General Fund and $52.1
million federal funds) for implementation of the N@rap transition in January 1, 2017. However, by
the May Revision the Administration requested agelf one year (from January 1, 2017 to January 1,
2018) for the transition.

DHCS Proposal Expands Wrap to NQIs With Children. DHCS is proposing trailer bill language to
expand the transition of NQI adults to include #hasth children, in addition to the current popidat
of NQI childless adults. DHCS contends that tlaes$ full-scope Medi-Cal coverage for NQIs does
not meet federal minimum essential coverage (MEGYirements. Individuals that do not maintain
MEC are required to pay a federal tax penalty utiseAffordable Care Act’s individual mandate.

The proposed trailer bill language also makes césg income eligibility requirements to address
differences between eligibility rules in Medi-Campared to Covered California.

The budget includes savings of $120.8 million (#4iBion General Fund and $72.8 million federal
funds) for implementation of its expanded NQI Wppposal. However, DHCS reports these savings
figures only account for transition of the existipgpulation of NQI childless adults, with no budsgkt
savings for the expansion to NQI adults with chaldr The Administration expects to include addiion
savings attributed to this population in the MayiR®n.
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Minimum Essential Coverage Designation.According to the federal Centers for Medicare and
Medicaid Services (CMS), final regulations (45 CE$6.604) promulgated under the Affordable Care
Act (ACA) outline a process by which other typesoVerage not statutorily specified and not
designated through regulation as MEC may applyeteelsognized as MEC. Such plans or policies must
meet substantially all of the coverage and consyraection requirements of Title | of the ACA.

In general, full-scope Medi-Cal coverage for NQIleats the requirements to be recognized as MEC, as
this coverage is identical to that received by pi¥edi-Cal beneficiaries. However, this progranmat
statutorily specified or designated through regafas MEC and DHCS has never applied to the
federal government for an MEC designation. Acaagdb DHCS, the only barrier to designation of the
full-scope NQI program as MEC is for the departnterdpply for, and CMS to approve, the
designation. Given the uncertainty of federal @ohegarding both health care and immigration issue

it is unclear whether an application for an MECigeation for the NQI program would be approved by
the new federal administration.

Immigrant Rights and Health Consumer Advocates HavdRaised Concerns.A coalition of
immigrant rights and health consumer advocacy orgéions has expressed their opposition to
implementation of the existing NQI Wrap proposalyeell as its expansion to NQI adults with children
The coalition notes that, although most NQIs el@gfior Medi-Cal are not required to file income éax
transition to coverage in the Covered Californiar@nge would require tax filing to determine
eligibility for federal advance premium tax creditdQIs would also be required to navigate the
different enrollment requirements for both Medi-@abl the Covered California exchange, potentially
leading to coverage disruptions for beneficiari€ae coalition includes the California Pan-Ethnic
Health Network, the California Immigrant Policy Gen Health Access California, the National
Immigration Law Center, and the Western Center aw Bnd Poverty.

Health Plans May Not Be Ready for Implementation.The California Association of Health Plans
(CAHP) has also expressed its opposition to thadegnt’'s proposal, indicating that the planned
implementation of the NQI Wrap on January 1, 20&8sdnot allow sufficient time to address technical
and operational aspects related to the transiti©AHP reports there has been no agreement between
Covered California and DHCS on the design of a pamaintain zero cost-sharing for NQI
beneficiaries under the wrap. According to Blugehof California, depending on the design of the
product, plans could be required to process clambiple times in order to comply with state and
federal rules and maintain federal cost-sharingegdn and advance premium tax credit subsidies.

According to DHCS, no plans have submitted the ireduyroduct filings with Covered California to
provide coverage under an NQI Wrap program. Profilirys for the provision of exchange coverage
in the 2018 calendar year are due in early May 2017

Panel Discussion.The subcommittee has requested the followinglEtsein addition to the
Department of Health Care Services and the Depaitofd-inance, to provide comments on this
proposal:

» Christopher Galeang Policy Associate, California Immigrant Policy Gen
* Kimberly Chen, Government Affairs Manager, California Pan-EthiHzalth Network

« Jennifer Alley, Legislative Advocate, California Association o¢&lth Plans
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Subcommittee Staff Comment and Recommendation—Hol®pen. It is recommended to hold this
issue open pending further discussions about tipdeimentation readiness of health plans, stakeholder
and beneficiary concerns, and potential changésetavailability of federal funding.

Questions. The subcommittee has requested DHCS to respathe tollowing:

1. Please provide a brief overview of the existingh¢rdon populations and the expanded
populations covered under this proposal.

2. Has DHCS provided plans with sufficient information the geographic distribution of this
population to allow for appropriate plan and pradimgs?

3. How many plans have submitted product filings tov€ed California that would support
implementation of this proposal? How would thepgmsal move forward if there are no
qualifying products?
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Issue 8: Title XXI Federal Match Reduction |

Budget Issue. The budget includes an increase of $536.1 milli@né&al Fund, which assumes a
reduction of the federal matching percentage fer@hildren’s Health Insurance Program (CHIP) from
88 percent to 65 percent. Unless reauthorized dngess, CHIP is scheduled to expire on October 1,
2017.

Program Funding Request Summary
Fund Source 2016-17 2017-18
0001 — General Fund $- $536,059,190
0890 — Federal Trust Fund $- ($592,024,190)
Total Funding Request: $- ($55,965,000)

Background. Title XXI of the Social Security Act, known asetiChildren’s Health Insurance Program
(CHIP), permits states to provide health care sesvito children up to 250 percent of the Federal
Poverty Level. CHIP allows states to integrate ¢hasldren into an existing state Medicaid program,

to create a stand-alone program. California oallynchose the latter option, establishing the Hwsal
Families Program administered by the Managed RisKib&l Insurance Board to provide health, dental
and vision coverage to eligible children. The 2@8L2Iget Act, as part of a package of budget-balancin
solutions, eliminated the Healthy Families Progrémamsferring its beneficiaries to Medi-Cal ovet2a
month period. The new program for these benefesas known as the Optional Targeted Low-Income
Children Program (OTLICP). The budget assumes QPLlaseload of approximately 1 million
children in 2017-18.

Enhanced Federal Match and Maintenance of Effort. Title XXI provides an enhanced federal match
for states’ CHIP expenditures. California’s tramhial matching percentage for Title XXI spending ha
been 65 percent.

Approval of the federal Affordable Care Act (ACA)aate two significant changes to the state-federal
requirements and fiscal relationship regarding CHIP
1. Enhanced Match to 88 Percent -ACA provided for an increase in the enhanced méich
CHIP to 88 percent effective October 1, 2015 udéptember 30, 2019.
2. Maintenance of Effort — ACA also required states to maintain eligibilityvéds and
requirements for children in both Medicaid and CltRil September 30, 2019.

Despite the enhanced federal match for CHIP coathin the ACA statute, the CHIP program and its
funding is scheduled to expire on October 1, 20k74s unclear how expiration of the CHIP statute i
2017 would impact states’ requirements to maingigibility levels for children pursuant to the ACA
until 2019. According to DHCS, under a scenariavinich CHIP is allowed to expire while the ACA
maintenance of effort requirements remain, theestabuld likely receive a 50 percent match for
expenditures for OTLICP beneficiaries.

There is significant uncertainty regarding how fadleactions related to CHIP or the ACA would
interact to affect the state’s OTLICP. Under vasiscenarios, the federal matching percentage could
range from zero to 88 percent. For the purposéiseoMedi-Cal budget, DHCS assumes that CHIP will
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be reauthorized, but at the previous enhanced mnatchte of 65 percent. This assumption resul&nin
increase of $536.1 million General Fund expend#ure2017-18 to account for the loss of federal
funding. Alternatively, if CHIP were reauthorized the existing 88 percent federal match, the state
would realize General Fund savings of that amou20i17-18.

Subcommittee Staff Comment and Recommendation—Hol@®pen. It is recommended to hold this
issue open pending further monitoring and evalmatibefforts to secure Congressional reauthorimatio
of CHIP and associated changes in funding levels.

Questions. The subcommittee has requested DHCS to respathe tollowing:

1. Please provide a brief overview of Medi-Cal expaungis supported by Title XXI funding.

2. What is the underlying rationale for assuming rkatization with a 65 percent federal
match?
3. What are the fiscal and programmatic consequencebddi-Cal if Congress fails to

reauthorize CHIP?
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Issue 9: Denti-Cal

Dental Services for Medi-Cal Beneficiaries. The budget includes $992.2 million ($310.6 miilio
General Fund and $681.6 million federal funds) @1@17 and $1.2 billion ($430.7 million General
Fund and $816.9 million federal funds) in 2017-D8 base fee-for-service expenditures for dental
services in the Medi-Cal Dental Program, known asatBCal.

The budget also includes $132.5 million ($49.8 ionllGeneral Fund and $82.8 million federal funas) i
2016-17 and $147.6 million ($56.4 million GenerainB and $91.2 million federal funds) in 2017-18
for base dental services provided through dentalaged care (DMC) plans.

Dental Services Funding Summary

Fiscal Year: | 2016-17 | 2017-18 |  BYtoCY
Denti-Cal Fee-for-Service
Fund Source Revised Proposed Change
0001 — General Fund $310,636,300 $430,696,140 $120,059,840
0890 — Federal Trust Fund $681,597,700 $816,853,860 $135,256,160

Total Expenditures |  $992,234,000 $1,247,550,00 $255,316,000

Dental Managed Care (DMC)

Fund Source Revised Proposed Change
0001 — General Fund $49,754,390 $56,443,760 $6,689,370
0890 - Federal Trust Fund $82,764,610 $91,154,240 $8,389,630
Total Expenditures | $132,519,000 $147,598,000 $15,079,000

Background. Medi-Cal’'s Dental Program, known as Denti-Cabyides an array of services to eligible
Medi-Cal beneficiaries including diagnostic, pretre® restorative, and endodontic services;
periodontics; removable and fixed prosthodonticaxitiofacial prosthetics; implant services; oradan
maxillofacial surgery; and orthodontic and adjunetservices. Children under age 21 receive tHe ful
scope of dental benefits, while adults receive aentimited set of services.

DHCS provides dental services to Medi-Cal benefiesathrough two primary delivery systems:

1. Fee-for-Service — The department contracts withieDBental to provide dental care to most
Medi-Cal beneficiaries in exchange for a prepaigiteéion rate. The current contract
requires Delta to provide dental fiscal intermeyligl) services including claims processing,
provider enrollment, beneficiary outreach, and uwdéng.

2. Dental Managed Care (DMC) - The department cotgraiith six DMC plans that provide
dental care to approximately 932,000 Medi-Cal biersefes in Sacramento and Los Angeles
counties. DMC plans are Knox-Keene licensed ardao regulated by the Department of
Managed Health Care.

Senate Committee on Budget and Fiscal Review Page 35



Subcommittee No. 3 March 23, 2017

Partial Restoration of Adult Dental Benefits. ABX3 5 (Evans), Chapter 20, Statutes of 2009,
discontinued optional dental benefits in the Medi-@rogram for adults including full denture
procedures and “restore but not replace” procedubahuilts retained some limited sets of serviced th
were federally required. AB 82 (Committee on Bujig€Ehapter 23, Statutes of 2013, restored partial
adult optional dental benefits beginning in May 201The restored benefits included examinations;
radiographs/photographic images; prophylaxis; fil®r treatments; amalgam and composite
restorations; stainless steel, resin, and resirdevincrowns; anterior root canal therapy; complete
dentures, including immediate dentures; and comaplénture adjustments, repairs and relines.
According to DHCS, the 2017-18 cost to restoreoélthe remaining adult dental services would be
$190.7 million ($69.5 million General Fund and $22dillion federal funds).

2014 Audit Findings. In 2014, the California State Auditor performea audit of the Denti-Cal
program which found several weaknesses in the anogroperation that limited children’s access to
dental care. In particular, the audit reportedfthiewing:
1. Children’s utilization rate of dental services, @3ercent, was 1> worst among states
submitting data to CMS in 2013. The utilizatiorteras defined as the percentage of
beneficiaries having one dental procedure perforchethg the year.

2. While the availability of dental providers was adatg on a statewide basis, many counties
had insufficient providers, with five counties refiog no providers at all.

3. California’s provider reimbursement rates for ttferhost common dental procedures were
only 35 percent of the national average in 2011.

4, The department had not performed annual reimbunsenaée reviews, as required by law,
between 2001 and 2011.

5. The department had not enforced provisions of astract with Delta Dental designed to

improve outreach and increase utilization of s&wic

The audit also observed that provider surveys siggat low provider participation is based in pant
the program’s low reimbursement rates comparedtiomal averages.

The audit made 24 specific recommendations for avgments to the Denti-Cal program, including but
not limited to: 1) establishing assessment critesrabeneficiary utilization and provider partictpmn;

2) developing procedures for identifying areas withiw utilization or provider participation; 3)
simplifying administrative processes for provide4d; monitoring beneficiary utilization, access and
enrollment; 5) resumption of annual review of reurggment rates; 6) requiring Delta Dental to previd
additional dental services in underserved aredherein fixed facilities or mobile clinics; and 7)
requiring Delta Dental to develop a dental outreaothi education program each year.

As of February 2016, the Auditor reported DHCS hdly implemented 15 of the recommendations, 8
recommendations were still pending, and 1 will b@implemented.

Forgiveness of AB 97 Provider Rate Reductions for &ntal Services. As part of a budget-balancing
General Fund reduction, AB 97 (Committee on Budg€t)apter 3, Statutes of 2011, reduced most
Medi-Cal provider rates by up to 10 percent, inolgdfor dental services. The rate reductions were
enjoined by the courts until December 2012, whenréductions were allowed to be implemented for
dates of service on or after June 2011. This desfanjunction led to a retroactive recoupmenbiligy

for reductions not imposed between 2011 and the time injunction was lifted. Most providers were
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subject to both prospective 10 percent rate rednstiand retroactive recoupment for the reduction
applied to prior claims.

AB 97 also provided authority to the Director of DH to forgive any portion of the AB 97 reductiofis i
there were concerns the reductions would lead teerad impacts on the ability of Medi-Cal
beneficiaries to access necessary medical carederlthis authority, the Director forgave retroaetiv
recoupment amounts in 2014-15 for several clas$epraviders including dental. The forgiven
recoupment amounts were intended to provide suppdte state’s health care delivery system during
the implementation of the federal Affordable Caret.A In the 2015 Budget Act, the Legislature
approved elimination of the prospective AB 97 pdavirate reductions for dental services for dafes o
service on or after July 1, 2015.

Annual Dental Reimbursement Rate Review.After the 2014 audit, DHCS resumed its annuaiesgv

of dental reimbursement rates in Denti-Cal. Thestmecent report was released in July 2016 for the
2014-15 fiscal year. The report found that in 20%3Denti-Cal paid an overall average between 65.5
and 129.2 percent of New York, lllinois, FloridandaTexas’ Medicaid Programs’ dental fee schedule.
For 2014-15 the overall average was between 6418.86.8 percent. The report also found a decrease
in providers rendering Denti-Cal services, from2,5n calendar year 2008 to 8,001 in calendar year
2015.

Dental Outreach. The audit also recommended the department enfordeenhance its contract with
Delta Dental to conduct outreach to Denti-Cal bemaies to improve utilization of dental services.
One of the primary findings of the audit was thairenthan 50 percent of children had not visited a
dentist in the preceding 12 months.

In its 2016 contract renewal, DHCS implemented sduweew outreach requirements for Delta Dental.
Delta was required to:

» Adhere to DHCS established baseline target rategtil@zation for precedent to payment items.

* Implement provider and beneficiary services to mteeducation in addition to dental services
in clinics.

» Target all areas in the state for outreach, fogusmunderserved areas/subpopulations.

* Increase utilization by selected adults, such asystemic disease conditions.

* Maximize beneficiary awareness of the Medi-Cal @eRrogram, information about the covered
benefits available to them, and the tools at thisiposal to schedule appointments and/or receive
other assistance.

» Establish four major goals around the Annual De¥isit, increase of preventive dental services
for children, increase of sealants, and annuaksms®s to precedent to payment items.

» Utilize and promote the use of evidence-based geebgpropriate preventive procedures,
including fluoride varnish and dental sealants.

* Help families understand the importance of den¢aldhits and how to access dental services.

* Develop American Dental Association (ADA) compliaatucation for parents on the need to
bring children in for their first dental visit bya one.

* Develop all beneficiary materials in both Englistdall threshold languages and assure that all
written materials are at no higher than a sixtldgnaeading level.
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» Develop material to inform parents/guardians, madacoviders, other governmental and non-
governmental organizations, and community advoaatdeey information to promote oral
health and the utilization of dental services urtderMedi-Cal Dental Program.

* For children, EPSDT Services must include idemtifyand contacting families of children who
are due for a dental screening, examination, ptexexisit, and those who have missed such
visits, and assist them in scheduling any necesggygintments.

In addition to these new requirements for Delta Berhe department has conducted its own outreach
activities. In particular, the department ideetfibeneficiaries between 0 and 3 years of agehiwht
not had a dental visit in the preceding 12 monthke department mailed each of these beneficiaries’
parents or legal guardians information about thpoirtance of early dental visits and encouraged them
to take their children to see a dental providercca@kding to DHCS, after its mailing campaign that
began in January 2015, 29 percent of children wifersdies received a letter subsequently schedaled
dental visit.

1115 Waiver — Medi-Cal 2020 Dental Transformation nitiative. Effective January 2016, the federal
Centers for Medicare and Medicaid Services appravalifornia’s new 1115 Demonstration Waiver,
known as Medi-Cal 2020. Through the Medi-Cal 202@iver, DHCS is implementing four dental
“‘domains”, collectively referred to as the Dentaaiisformation Initiative (DTI) in order to improvee
quality of care and increase utilization of desivices. The four domains of the DTI program are:

1. Increase Preventive Services Utilization for Chalur- This domain aims to increase the
statewide proportion of children ages one throwggmty enrolled in Medi-Cal who receive a
preventive dental service in a given year. The doimaoal is to increase the utilization
amongst children by at least 10 percent over a Y@ period. DHCS will offer financial
incentives for dental service office locations thmatrease delivery of preventive oral care to
Medi-Cal eligible children.

2. Caries Risk Assessment and Disease Management er Wimd domain, dental providers
receive incentive payments for performing cariesk rassessments and for each service
performed under a pre-identified treatment planctatdren ages six and under. This domain
will initially be implemented on a pilot basis ielect counties based on ratios of restorative
to preventive services, representative samplingsacthe state, and likelihood of provider
participation.

3. Increase the Continuity of Care - This domain atm&ncourage continuity of care among
Medi-Cal beneficiaries age 20 and under. Dentaligey service office locations will
receive an incentive payment for maintaining camtin of care for enrolled child
beneficiaries for two, three, four, five, and sigay continuous periods. This domain will
initially be implemented on a pilot basis in selectinties based on the ratio of service office
locations to beneficiaries, current levels of couily of care at, above and below the
statewide continuity of care baseline, and repitas@m throughout the state. Incentive
payments will be made annually.

4. Local Dental Pilot Programs (LDPPs) — A maximum 1& LDPPs will be approved to
address one or more of the previous three dom&irmigh alternative programs, using
strategies focused on rural areas, including lcaae management initiatives and education
partnerships. DHCS will require LDPPs to have brbaded provider and community
support and collaboration, including Tribes andidndhealth programs, with incentives
related to goals and metrics that contribute to dlierall goals of any one of the three

Senate Committee on Budget and Fiscal Review Page 38



Subcommittee No. 3 March 23, 2017

domains. No more than 25 percent of the annual fifding will be allocated to this
domain.

Subcommittee Staff Comment and Recommendation—Hol@pen. It is recommended to hold this
issue open pending further updates in caseloaggpehditures at May Revision.

Questions. The subcommittee has requested DHCS to respatihe tollowing:
1. Please provide a brief overview of the Denti-Calggam and budget.

2. Please describe the department’s dental outredchtias, particularly to children, and any
resulting improvements in dental utilization.

3. Please describe the findings and any conclusiontaired in the department’s annual rate
review.
4. Please provide a brief overview of the four domaihshe Medi-Cal 2020 Waiver's Dental

Transformation Initiative.
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Issue 10: Elimination of Major Risk Medical Insurance Fund Proposal

Budget Issue and Trailer Bill Language Proposal. DHCS proposes budget actions and trailer bill
language to abolish the Major Risk Medical InsueaRand, transfer its $68.9 million fund balancato
new Health Care Services Plans Fines and Pené&ltied, redirect existing health plan administrative
fines and penalties transfers to the new fund, @lwdv the fund to support expenditures in the Major
Risk Medical Insurance Program and to offset Gértarad spending in the Medi-Cal program.

Program Funding Request Summary
Fund Source - Revenues 2016-17 2017-18

0313 — Major Risk Medical Insurance Fund $- ($68,860)
3133 — Managed Care Admin Fines & Penalties FundHDD) $- ($6,000,000)
3311 — Health Care Services Plans Fines and Pes&itind $- $74,866,000

Fund Source — State Operations Expenditures 2016-17 2017-18
0313 — Major Risk Medical Insurance Fund $- ($1,334,000)
3311 — Health Care Services Plans Fines and Pes&ltind $- $1,334,000

Fund Source — Local Assistance Expenditures 2016-17 2017-18
0001 — General Fufd $- ($62,293,000)
0313 — Major Risk Medical Insurance Fund $- ($11,237,000)
3311 — Health Care Services Plans Fines and Pes&ltind $- $73,530,000

Total Funding Request (Expenditures) $- $-
'Fund 3311: $68,866,000 transfer from Fund 0313 baéaand statutory $6,000,000 transfer from Fund3313

“General Fund: $62,293,000 GF expenditures in Meali@fset by expenditures from Fund 3311

Background. The Major Risk Medical Insurance Program (MRMWWas established in 1991 to
provide health care coverage to individuals depiedate health coverage due to a pre-existing na¢dic
condition. Prior to provisions of the federal Afflable Care Act (ACA) prohibiting coverage denials
based on pre-existing conditions, MRMIP served abf@nia’s high-risk pool insurance program to
provide coverage to individuals considered uninsiera MRMIP coverage contains several limitations
that have since been abolished in the private ineatturance market, including annual and lifetime
benefit caps. Beneficiaries pay premiums, whiehsabsidized by the state so they are equivalethito
market rate for comparable coverage.

Since 2014, MRMIP caseload has declined signifigaad previously uninsurable individuals were able

to find affordable coverage in the private markétowever, the program still retains approximately

1,300 beneficiaries that have been unable to oltewerage for a variety of reasons. MRMIP was

previously funded by a combination of Propositiét8bacco tax revenue and administrative fines and
penalties levied on health care service plans leyDepartment of Managed Health Care (DMHC).

Since the decline in caseload, the program is stggexclusively by the fines and penalties revenue

SB 1379 (Ducheny), Chapter 607, Statutes of 206t@péshed the Managed Care Administrative Fines
and Penalties Fund, administered by DMHC. SB 18@9ided for the transfer of the first $1 milliofi o

fines and penalties deposited in the fund to thiec©bf Statewide Health Planning and Development
(OSHPD) to fund the Steven M. Thompson Physiciarp€doan Repayment Program. Any revenue
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remaining after the $1 million transfer to OSHPDirsnsferred to the Major Risk Medical Insurance
Fund, now administered by the Department of He@tire Services, to fund MRMIP.

Significant Fund Balance. Since 2014 the Major Risk Medical Insurance Fuodlonger receives
transfers from Proposition 99 tobacco tax revenuékwever, because of the decline in MRMIP
caseload and expenditures, the fund has a signifieanaining balance and its transfers from health
plan administrative fines and penalties largelydfenrrent health care expenditures. In recent éisig
the Legislature has reallocated these funds téollmving purposes:

2014-15
1. Robert F. Kennedy Health Plan - $3.2 millionin one-time funds to the Robert F. Kennedy
Health Plana self-funded, self-insured plan for farmworkefhe funds were provided for
the Plan to purchase stop-loss insurance to allomptiance with ACA requirements
regarding annual and lifetime coverage limits.

2. Electronic Health Records - $3.8 millionof one-time funds to provide the non-federal share
for a federal Electronic Health Records (EHR) Meafil Use grant. The American
Recovery and Reinvestment Act of 2009 establishexl EHR Incentive Program for
Medicaid and Medicare providers. Under the prograimch provided a 90 percent federal
match for eligible expenditures, Medi-Cal providezseived incentive payments to assist in
purchasing, installing, and using electronic headttords in their practices.

1. Robert F. Kennedy Health Plan - $2.5 millionof one-time funds to the Robert F. Kennedy
Health Plan for purposes of continuing its purchafsgtop-loss insurance.

2. Lifelong Community Clinic - $2 million in one-time funds to the Lifelong Community
Clinic in Contra Costa County to support extendedrh for urgent care services. The clinic
supported care for individuals previously servedOmctor's Medical Center, which closed
on April 20th of that year due to unsustainablerapeg losses.

2016-17
1. Medi-Cal Funding - $2 million in one-time funds to DHCS to offset General Fund
expenditures in the Medi-Cal program. The Admnaigbn had proposed trailer bill
language to prospectively transfer managed carengstnative fines and penalties revenue
over $1 million to offset General Fund expendituiasthe Medi-Cal program. The
Legislature rejected the Administration’s trailall Iproposal, but allocated the requested
funding on a one-time basis.

Stability of MRMIP Funding. As previously stated, the transfer of health s@evice plan fines and
penalties revenue is the only remaining fundingre®uexclusively allocated for expenditures in
MRMIP. The Administration’s trailer bill proposabolishes the Major Risk Medical Insurance Fund,
transfers the remaining fund balance and reditezddth care service plan fines and penalties reému
the new Health Care Services Plans Fines and Ren&lind. The proposal also allows funds to be
spent on both MRMIP and to offset General Fund edftares in the Medi-Cal program. Although the
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Administration has indicated MRMIP expenditures Wobe fully funded prior to any allocation to
Medi-Cal, the proposed language is not clear orptlugity for expenditures from the new fund.

Subcommittee Staff Comment and Recommendation—Hol®pen. It is recommended to hold this
issue open to allow continued discussion with tleemfistration to clarify whether expenditures in
MRMIP would be fully funded prior to any allocatiom the Medi-Cal program. The Administration has
indicated this priority of expenditures is congmtevith the intent of its trailer bill proposal ants
budgetary allocations.

Questions. The subcommittee has requested DHCS to respatihe tollowing:
1. Please provide a brief overview of this proposal.

2. Will the funding deposited in the new Health Caerv&es Plans Fines and Penalties Fund
be allocated to fund MRMIP prior to allocation toyaVedi-Cal expenditures?
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