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Balanced Budget Act TS~mmary of~edicaid Pr~visions ' 	 \ 

SUBTITLE J - STATE,CHILDREN'S HEALTH INSURANCE PROGRAM, , I 	 ' 
I 	 ' ',' ' 

Chapter 1 -- STATE CH~REN'S HEALT~ IN~URANCE PROGRAM
I 	 ' ' ' , 

, I' 	 ' 

Establishment of Program (Sec. 4901) 

Provision I 

'0 The Social Security Act is amended to ad~ta new title: Title XXI •• State Children's 
I 	 " 

Health lnSuranc¢ Program. ' The provisions described below list the section numbers',of the'r . . 	 , 
new title XXI. ! 	

~ 

~urpose; State Child :Health P\ans(Section 2101) " 

Provision' 
, 	 I'• , , ,.., 

o 	 ',The pur.poseis ioenable'Stat~s to initiate and~parid chHdhealth as~ista:nce to uninsured, 
,low-income chil~ren, Assistance is provided primarily for obtaining health· benefits" " 
,J , 	 ' 

coverage through: (1) meeting the requirements for child healtlJ ~overage in section 2103;, ' 
or (2) benefits under the State's Medicaid plan, or a combination of both. In order to be' '\ 

, eligible for fund~,States must submit to and obtain approval from the Secretary' for a State 
Child Health PI~n that describes how the State intends, to use the funds provided under ' , 

, this 'title.' '(his program is a capped entitleme~t for States; 

Effective Date 

, ' •0' No State is' eligible for payinents prior to October 1, 1997. 

General Cont~l1ts ofState Child Health Plan; Eligibility; Ou~reach (Section 2102) , 


'Provision ' " . ,j ',', ',' ',,",' " ' '" '" ," '. ,,',,", 

, , 	 I 

. ! ' '.' , '. ' 

0, A State Child H~alth Plan inust include general background on the extentchi1dren 


currently have cbverag~,curient State eff9rtsto obtain coverage,howthe p]an will be ' 
, c,oordinated Wit* othereff~rts, proposedde1ivery methods and methods to assure qua1ity: ' 
" and access to cojVered servIces. 

, 	 ' , ' i " ' , 

o ' 	 A State Child Hbalth Plan must describe'standards used to determine eligibility for '. 
targeted low-incpine children:' Thestartdards must cover lowedncome children within a 
category ofcovered children before higher income children and may- not deny eligibility 

" . I, ., 	 ,,'., 

based on a preeXisting condition. It also mustinclude'a description of screening , ," ' 
procedures to ensure that: 'only targeted low-income children receive assistance; ,Medicaid 

( 

• ~ \ I 
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, "/ < I. 	 '.,", 

,e1igible,childre~ are enrolled in Medicaid; this assistance does not substitute for group 
coverage; eligi~le Indians receive assistance; and coordination with other programs. 

'I ,', ,\ " , ' 
'I "', ' 

o 	 A Stat~, ~hild l1ealt~ Plan must describe outreach procedures to families ofchildren likely 
to be elIgIble for assIstance under the plan or under other public 'or private coverage and 
inform them of;availability ofand assist in enrollnlent in these programs. 
'. ' ,j " ': " ,',' , ' ,,:'," , ,,' " 

o 	 !he Plan mu~describe coordination ofthe State program with othe'r public ,and PTivate 
Insurance Programs, " , 

Coverage Requireme~ts for Cb'iJdren'sHealth Insurance (Section 2-103)' ' 
, , . f. . .' -- '~. I • :' • 

, Provision 
',. ' i . 1 ' , , 

, " 

. ' 

o :Child Hea1thA~sistance (other than Medicaid) must consist ~f any ofth~ following;
" " ,'I , " " ",," ' , , ' , , , ' ' , , ' '! ' 

. (i) Benchmark toverage: ,Benefit plans must be equiValent to:, the stan,dud Blue Cross " \ ' , 
Blue Shield preferred provider option offered underFEHBP; ahealth benefits plan 'that is , ' 

i .' .' '., 	 ' 

off~red and genrraIly available to Stafe employees; andthe HMO,beIlefit plan with the" '. "~ 
largest commercial enrollment in'the State." 	 I "', '"" 

, 	 , 'J" " 

(2) Benchmark-equivalent coverage: The coverage must, include benefits in the following 
categories ofb~ic services: inpatientand outpatient hospital services; physicians' surgical 
and medical serVices; laboratory and x-ray serviCes; and well-baby and well-child, care, 

, including, ~ge-Ci~propria:eirnrnunizations, The coverage'must have an ~ggregate actuarial',,' 
value that IS at leasteqUlvalent to one of the benchmark packages., The coverage also 
must be at least ;75 percent cifthe actUarial value of the benchmark packages for the " 

, following additionars~rvices: prescription drugs; mental health; vision; and h~aring
I , 	 " 

\ ~ ..'
servlces.' f 

, .. t" , . " ' ",,' , ' , '.' , ' " ,.,' 

(3) EXIstmg comprehenSIve State-based coverage:Coverage,ls defined as a program that: ' 
, ,p~pvides 'a rang~ ofbenefits; is administered by tb~ State and receives State funds; ~s-", , 

offered in New York, Florida or Pennsylvania; and was' offered on the' date ofenactment 
, of this title, I ' " , . , ' , " ' ',:, ,'_ ' " 

" '. 1, ", " ,',,','" ,,' \,', , , :'", 
(4) Secretary-approvedco\.'erage: Any' other coverage thauhe Secr~tary detennines '\ , 

proyides appropfiate coverage for targeted low-incomechHdien, 

A':Stat~ Child Health Plan must inch.id~ a oescrlption o(c~$t-sh~ring and Inust' be pursuant ' 
toa public schedule. Cost-sharing only may be varied in 'a manner that does not favor~ 
higtierincome c~lldren over lower-income' c,hildreri:': No cost-sharing is:permittedfon'vell~ 
baby andwell-:-child c~re, including age-app~opriateimmunii:atjons.Cost:-sharing for 
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I 	 " 

children in famifies below ISO percent of poverty must be consistent with Medicaid. Cost
sharing for children at 150 perc~nt of poverty and above must be based on an income~ 
related sliding spale and the annual aggregate for all children in a family cannot exceed 5 
percent of the f~ily's income. . . 

I . 

o 	 The State childiHealth P.lan may not impose pr~existi,ng (;o~di~ionexclusions for covered 
benefits. StatesIthat provide for benefits through a group health plan or group health 
insurance coverage may permit pre-existing.condition exclusions as allowed under the 
applicable sectiqn of the Employee Retirement Income Security Act (ERISA) and the 

'. Health Insurance Portability and Accountability Act (~AA), 
" 

" "Allotments (Section 2104) 

Provision 
I 

o 	 Total allotments; are: $4.275 billion for fiscal years 1998 .. 2001; $3.15 billion for fiscal 
years 2002 - 20q4; $4.05 billion for fiscal years 2005 -2006~ 8r)d $5 billi.on for fiscal year 
2007. For each fiscal year, the allotment will be reduced by .25 percent for the territories. 

· 	 "" , " , ". 
I . 	 '.' 

o 	 In fiscal years 1998 - 2000, each State with an approved Child Health Plan will receiv~ an 
allotment based 6n: the State'sproponion of the total number; oflow-income~ uninsured , 	 . 
children (multiplied by a geographic cost factor), For FY 2001, States receive their 

. allotment based on their proportion ofa blended number ofchildren in the nation, adjusted 
by a geographic Fost fact9!

I 

The number of cl1i1dren is equal to the sum oftwo factors: I) 75 percent of the number of 
low-income, uninsured children in the State and 2) 25 percent of the number of low-

I 	 . 

income children ~n the State. For each succeeding year, States receive their allotment 
based on their proportion ofa blended number of children in the nation, adjusted bya . 
geographic cost factor. The number ofchildren is equal to the sum o{ 75 percent of the 
number oflow-income, uninsured children in the State and 25 percent of the number of 

I 	 . . 

low-income children in the State. The geographic cost factor is based on annual wages in 
. the health care irtdustry. The number ofchildren is ca1culate.d from the three most recent 

Census Populati6n Survey data sets. . 

o 	 The amount ofaiState's allotment will be reduced by the State's expenditures on 

presumptive eligibility and the expenditures for targeted low-income children under 

Medicaid. ! 


I 

6 	 Each State Will r~ceive a minimum floor of $2 million. Amounts allotted to a State will be 

available for 3 ye:ars. Any unused amounts after 3 years will be redistributed to States that 


! 
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,, . '. ,.'I'" \ ' .... c 	 .. 
, have fully spent tneir allotments. ' :-' 

- I' ", , 
. , '", The tenitories.shall receive .2Spercentofth~ total y~arly. aHotments. to be divided' among' 

Puerto'Rico, G?am. the Virgin Islands, American SaTllOa, and ,the NorthemMariana . .' 
Islands in the fdllowimz· manner: . I·... i 
'! 	 .·1 ' 

.'i..- Puerto: Riq:>,receives 91:6 percent . 
- .Guarn:,:receives 3.5 per'cent ' . 

. - VirginjIslands receives, 2'. 6·percent .' , . , .. , 

- American Samoa. receives 1.2 percerit, and , I 	 . 
','- the Normem Mariana Islands receives, 1.1 percent ,. 

• •I 
Payment to States (Se~tion 2105) 

. Provision 
I 

" 	 " 

o 	 . The 'Secretary w,ill make payments to States with approved Child Health Plans forchi]d 

health assistance f(?,r targeted low-income children that meet tht: coverage requirements in' ~. 

Section 2103 att;er reducing for expenditures for presumptive eligibility and for targeted" . \ 

low-income childreri under Medicaid. No more than 1opercent ofa State' spaym'ent may' 


. I' . '.' '. .'
be used for the total costs or: other child health assistance for targeted low:-income . 
children; health ~ervices initiatives;;ou~reach~ and ad~riistrative costs: ,:",', ' . 

. The enhanced Federal medica:rass~stance percentage (Fl\1AP) f9( child health assistance 
provided under this title is equal to the current rMAP increased by30 percent ofthe 
difference. between 100 and the current FMAP, The eI,lhanced FMAP may not exceed 85 

,percent. Federal funds. premiums.othetcost~sharing, providertaxes and donations 

cannot be used for the State matching requiI;ements. '. .' . .... , , 


I 	 .:., .' . . 

o 	 The Secretary m~y waive the 10 percent limitation forc~verage that she deems is a c'ost 
J 

effective,alterna~ive and is'providedthrough 3'30 cominunity health centers or ' " 
. 

disproportionatelshare hospitals..The Secretary also may allow payment to a State for the . 
. I" 	 . " 

purchase offami~y coverage under a group health plan if the State establishes to her, . 
. .satisfaction that it is 'cost-effective'and it would not substitute for existing coverage. 
. , .' I . . '. . "'. ",.' " :' .., ...... .' " . ' . 

"0. 	 No payments can be made for expenditures that would have been made under pri,vate 
cove~age or undbrany federally operated/financed program other thad. an ms'program.'. • . 

.'.. 	 " I'" '.' (". . . . . . 

,0 . Paymel1ts als~ c~ot be used tq.payfor abortion or to assist in the p~rchase,inwhol~'6r 
inpart, ofhealthibenefit coverage that' includes abortion:E;xceptions are'provided for'.', . 

" abortions that aie necessary to s,ave the life of the mother or if the pregnancy is the result· . 
" .'.1: . ' .. ,,' .. ' . . . '. .' ,.' . 

. t 	 ':" 

'l 

I 
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ofan act ofrap~ or ince~~. This is not to be construed as preventing a State)'locali~ or 
private person 9r private funds fr~m purchasing coverage that incl:udes abortion.i . , . 	 . 

o 	 Stat~s will not r:eceive any payments for child health assistance if they adopt income and 
resource standards and methodologiesfor Medicaid that are more restrictive that those in 
effect on June 1', 1997. A State's allotment will be reduced by the arllount by which the ~ 
total of the State children's health insurance expenditures in the preceding year is less than \ 
such expenditures in 1996. State children's health insurance expenditures are defined as 
the State share under this title, the State share under Medicaid, attributable to an enhanced 
FMAP and Statb expenditures for the existing comprehensive State-based programs in . . 	 • I 
New York, Florida or Pennsylvania. 
'.' . '. . I .' ... :. ' ' . 

Process for Submissiop, Approval and Amendment of State Child 'Health Plans (Section 
'2106) , 

o 	 In order to receive funds under this title, a State must submit and obtain approval of its 
Child Health Plan from the Secretary. No funds are available prior to October I. 1997. A 
Statemaysubmlt an' amendment to its Child Health Plan at any time. Any amendment that 
restricts or eliminates eligibility may not take effect unless the State certifies that it has 
provided prior public notice ofth~ change and will not be. effective for longer than 60 days 
unless it has be~n transmitted to the Secretary during the 60 day period. Other types of 
amendments will not remain in effect after the fiscal year (at, iflater, the end ofa 90'day 
periqd)unless the amendment has been transmitted to the Secretary. 

o 	 A S~ate Child H6alth Plan OJ plan amendment is deemed approved unless the Secretary • 
notifies the Stat~ i~ writing within 90 days after receiving the plan or amendment that it is \ 
disapproved or ~hataddjtional information is needed. The Secretary must provide a 
reasonable perid,d for correction in'the case of a disapproval. 

j 
o 	 States !l1ustcon~uct the program in accordance with the approved plan and plan 

amendments~ The Secretary must. establish a process for: enforcing the 'requirements und,er 
this title, incJudihg withholding offuhds in the case of substantial noncompliance. The . 
Secretary must provide a reasonable period ofcorrection before taking financial sanctions. 

'I 	 , 

Strategic Objectives ard Performance Goals; Plan Administration (Section 2107) 
I 

o 	 A State Child Health Plan must include a description of strategic objectives, perforqlance 
goals and performance measures for providing child health assistance to' targeted low
.income children :and for maximizing health benefits coverage for other low-income . 
children and children generally iri t.he State. The Plan must describe how performance 

, measures will b~ assessed.throlJghobjective. independently verifia1:?le means and compared 
again,st perfortn~ce ~oal~:' " . 

! 

I 
I . 
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I • 	 • • 

o 	 A State Child Health Plan must i.nelude an assurance that the State wiH coUect data, 
maintain records andfurilish reports to the Secretary at the times and in the standardized 
fonnat that the ;Secretary requires, It also must describe the SUite's plan for annual .. 
assessments, repons; and evaluations.and assure the Secretary access to records for audit 

'. purposes, . i' . 
. I . . . ':~. . , ; 

. 0 A,State Child ~ea1th Plan must include a description of its process to involve the public in 
, the design and i~plemen~~tion ofthe plan as well as ongoing involvement and its bu~get .. 

" 	 . , ' , 

o 	 Medicaid provi~ions relating to cc:?¢Jict ofinterest. limitations on payment ~d limits·on· 
provider taxes ¥tddonatio~s apply to this title. In additio~.a number offraud and abuse 
prpyisions of title XI apply to this title. 

. '.. '. I . I 
.Annual Reports; Eva]~ations (SectiQn 2108) 

.' 	 I '. \ .' . 
. . \ 

Provision 
. I 

.. i· ..' 	 , 
o 	 The State' must ~ssess the operation of the State plan~ jncludingprogress made in reducing 

the number ofupcovered, low-income childr~n and report annually to the Secretary. by .'. 
January 1. . 

, 0 	 By March 31,2600, each.State with an approved State Child Health Plan rn~st subrniito 
the Secretary ani evaluation addressing: the State's effectiveness in increasing the number 
ofchildren with !creditablecoverage; the effectiveness of other elements of the State's plan 
including characteristics 

. 
of.childrep served. quality,amount and 

, 
level 

.. 
of assistance, serviCe 

I 	 . ' 

'. area; timdimitsJ coverage and other sources ofnon-Federal funding; the effectiveness of 
other publicandi private p.rogramsin increasing the availability of affordable quality 
coverage; the St~te's coordination between other public and private programs for children; 
an analysis of the changes and,trends that affect affordable, accessible coverage for. 
children~the State's plansfor'linproving the availability. of children's coverage;; . 
recommendatiorls for imprOVing the State's pr6gram~ and other matters the State and, 
Secretary deem kppropriate, . . 	 .'. ' . . 

, I " .' . .... " .. . \ ". ..,. . 
o 	 . The Secretary must subIJ+it i report to Congress by D~ember 31, 2001 based on the S~ate ' \ 

evaluations, ! ' ., 

, Miscellaneous ProvisiJns (Section 1109) . 
, 	 , I 

IProvision. I . .'

I 
f 	 ""', 

o 	 Coverage other ~han Medicaid will be considered creditable cov~age' for purposes of . 
HIPAA. ERISA! will notbe 'affected by this title. ' '. . ... , ',' . 

, ,..,' . 

.' 

',.' , 

' .. 
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Definitions (Section ~ll 0) 

Provision . I 

o 	 The following t6ms are defined: child health assistance; targeted low-income child; child; 
creditable health coverage; group health plan; health insurance coverage; low-income; 
poverty line; preexisting condition exclusion; State Child Health Plan~ and uncovered 
child. I 	 . . 

. 	 I . 
I . ' 

. 0 	 The term "targeted low iJ!come child" means a child who: meets the eJigibility standardS 

set by the State; resides ina family with income below the greater ofthe'following: 200 

percent ofpoveftY or, ifthe Medicaid eligibility limit is higher, 50 percentage points above 

the Medicaid eligibility limit; and is not eligible for Medicaid or .private coverage. 

Children exc1ud~d are those who: ·are inmates of public institutions; patients in an 

Institution for ¥Emtal Disease (lMD); and children whose families are eligible for the State 

employee benefits plan. The term may include children covered under a health insurance 

coverage progdm..in operation since 7/1197 that is offered by the State and receives no 


. Federal funds.. i 	 . . 
. I 

I 

Chapter 2 - EXPANDED COVERAGE OF CHILDREN 'UNDER MEDICAID 
I 	 . 
, 

Optional Use of State <=hild Health Assistance Funds for Enhance~ Medicaid Match for 
Expanded Medicaid ~ligibmty (Section 4911) 	 . 

i 

I 


Provision 

o 	 States may elec~ to use child health assistance funds to expand Medicaid eligibility. In 
order to receive;funds to e?,pand Medicaid eligibility, States must meet two conditions: (1) 
they must mainthln their ~edicaid eligibility at levels that are not more restrictive that 
those applied asjofJune 1, 1997; and (2) they must provide for reponing ofinformation 
about expenditures relating to presumptive eligibility and to child health assistance 
provided to "optional targeted low-income children" under the expanded Medicaid 

I • 	 _. 

program. 
. I. 	 .. 
1-. 	 . 

o· . States that elect ito the use the child health assistance funds to expand,Medicaid eligibility 

and meet the tw6 conditions'described above will be eligible to receive.an enhanced 

Medicaid match lfor "optional targeted low.income children." The enhanced Medicaid 

match is the Sta~e's current FM.L\.P increased by 30 percent of the difference between 100 

and the current FMAP. 


I 
,
i '.' '.

. 
. 


. o· . The enhanced Medicaid match will apply to expenditures for '''optional targeted low:- :' . 

income children.;' They are defined as targeted low·income children who would not 
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, . 	qualify for Medicaid based on the plan that was 'in effect on April 15, 1997. It does not 
apply to expenditures for children below poverty born after 9/30/83 as they ag~ onto 
Medicaid under current law, The amount ofexpenditures cannot exceed a State's 
allotment for th,e year reduced by any expenditures for child health assistance paid to the 
State under the;grant program. 

! 

. Effective 'Date 

o . Items and services furnished after October 1, 1997. 
I 

I 


Medicaid Presumptiv~ Eligibility for Low-Income Children (Section 4912)' 
! 
iProvision I 
I' 

i 	 ..... 
o 	 States are permitted under their Medicaid program to make medical assistance available to 


children under 1,9 during a,presumptive eligibility period. The period begins with a date 

that a qualified entity determines. using preliminary information, that the family income 


. does not exceed the income eligibility level; and the period ends with the earlier of an 
eligibility deterrhination or if an application for eligibility has not been filed on the last day 
of the month fofo:ving th~ Iponth the entity makes the preliminary determinatiQn, 

I 	 . 

o 	 The term a "qualified entity" means an eligible provider unde~ Medicaid or any entity that 
is authorized to ;determine eligibility for the Head Start program. the Child Care and 
Development Block Grant Act, ot WIC. The Secretary may issue regulations further 
limiting qualified entities. 

o 	 A qualified entitY must notifY the State agency of the determination within 5 working days. ' 
and inform the p,atent or custodian of the child that an application is required to be filed by . 
the end ofthe fOllowingrnonth.. , 

I 
I 

I 


Effective Date 

o 	 On enactment. 

Continuation ofMeditaid Eligibility for Disabled Children Who Lose SSI Benefits (Section. 
4913) , 

Provision 
:	 . \ ,'.. '"... 

o 	 States must continue Medicaid eligibility for disabled children who would have lost SSI 
benefits because; ofthe change inthe definition ofchildhood disability under the Personal 
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Responsibility and Work Opportunity Act of 1996. 

Effective Date 

o 	 July 1, 1997 

Chapter 3 - DIABETES GRANT PROGRAMS 

'I 	 ' 

SpeciaJ Diabetes, Programs for t~ose with Typel Diabetes (Section 4921) 
, 	 i._ 

Provision 

o 	 The Secretary spall provide ··directly or through grants-- for research into the prevention, 
and cure of Typ,e I diabetes. Grants will be made available to children's hospitals, 
gnmtees under section 330 of the Public Health Service Act"and other Federally qualified 
health centers (fQH:Cs). State and local health departments al}.dother public or non-profit 
private entities.; For each offiscal years 1998·2002, 530 million is transferred from title 
XXI for grants under this section. ' 

Special Diabetes Programs for Indians (Section 4922)' 
I 

I 


IProvision 
, 

I 

~ 

o 	 The Secretary must make grants for the prevention and treatment of diabetes (for 
I 	 , 

individuals ofall ages) for services provided through the Indian Health Service (IHS), 
through an Indian health program operated by a, tribe or tribal organization funded by IHS. 
or through an uf:ban Indian health program funded by IHS. For each of fiscal years 1998 • 
2002, $30 milli~n must be t,ansferred from title XXI for grants under this section. 

. I'" 	 _ 

, I 

Report on Diabetes G~ant Programs (Section 4923) 

Provision, 

o 	 The Secretary ~ust conduct an ev~uation ofthe diabetes grant programs in sections 4921 
and 4922 and supmit an interim report to Congress by January 1. 2000 and a final report 
by January 1, 20p2. 

I 	

, \ 
TOTRL P.10 

,I 

I 
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MEMORANDUM 
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I 
, 

To: Chris Jennings 

i 

Fr: Marina L. ;Weiss 


I 

Re: . Californina Children's Health Plan 

I 


I 

FYI - Governor Wilson released his state plan yesterday. 

I. 

i 
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TBEPROBLEM 


I 

According to the March 1~96 Current Population Survey (CPS), roughly 1.6 million California 
children· 17 percent ofchildren ages 17 and under - have no health insurance. One in four 
California children (2.3 million) rely on Medi-Cal for insurance coverage, while just over halfof 
the state's children (53 percent) have employment-based coverage through a parent. 

! 

Most uninsured California; children come from low-income families, with nearly 75 percent of 
uninsured children (1.2 million) living in families with incomes below 200 percent of the federal 
poverty level (FPL). Children whose families earn incomes between 100-200 percent of the FPL 
- an estimated 580,000 children: are among the most vulnerable ofpopulations. Their families 
make too much money to generally qualify for free Medi-Cal, are employed in working class . 
jobs that typically do not offer insurance, and cannot afford private health insurance. In short, 

I 

affordability remains a major barrier to obtaining coverage. 

Notwithstanding the geneiaIly good health of children, health insurance coverage is important to 
ensure that they receive th~ well-child examinations that are necessary to promote good health . 
and nutrition, and to addre~s potential health problems early. 

Lack of insurance coverage for children results in reduced access to medical services, resulting in 
restricted access to primary and preventive care ·and increased reliance on emergency rooms and , 
hospitals for treatment. 

I . 



GUIDING PRINCIPLES 


• 	 Children's health coverage expansion strategies should be designed and implemented with 
the goal of improving the health status ofuninsured, low-income children. 

•. 	Uninsured children below age 19 with family incomes below 200 percent of the federal 
poverty level should brthe top priority for expanding health care coverage. 

• 	 Programs must be structured to maximize the number ofchildren covered; using existing, 
costly entitlement programs, such as Medi-Cal, to expand health care access to uninsured 
Californians limits the:state's ability to serve the total eligible child population within 
available state resourc~s. 

• 	 Private sector~based sqlutions offer California affordable, accessible, high quality solutions to 
meet children's health 'care needs while promoting consumer choice. 

• 	 Children's health coverage expansions should be implemented as quickly as possible in order 
to ensure the expeditioPs enrollment ofcurrently uninsured, low-income children. 

• 	 Parental responsibility :for child health and well-being should be supported and encouraged to 
I 

promotechild enrollment in and utilization ofavailable programs and services .. 

• 	 Families of enrolled children should share in the costoftheir health care in order to make 
individuals sensitive to the cost of health care decisions, to promote personal responsibility 

. and to help finance theiprogram. Family contributions should be based on 	ability to pay and 
should be structured s~ as not to discourage appropriate use ofprimary and preventive care. 

• 	 Health care coverage is not an individual entitlement. 
i 	 . 

• 	 Protections should be established to guard against a shift of privately insured individuals or . 
employers to drop privflte coverage to receive publicly-sponsored benefits .. 

,

" 
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CALIFORNIA CHaDREN'S HEALTH PLAN (CCHP) 
, mGHLIGHTS 

• 	 CmLD FOCUSED COMPREHENSIVE BENEFIT PACKAGE - the proposed 
benefit package co*tains all the health, dental and vision care benefits necessary for a 
child to attend school healthy and ready to learn. 

• 	 CHOICE - families will have a choice ofhealth plans and be able to select the plan· 
. which best meets the needs of their children. 

I 

• 	 POOLED PURCHASING POWER - the pooled purchasing ofcoverage for the 
large number ofchildren to be served will provide the state with marketplace clout to 
negotiate favorable rates and improvements in health plan performance/quality. 

• 	 MODELED AFT~R SUCCESSFUL EXISTING CALIFORNIA 
PURCHASING qOOPERATIVES - program model will be similar to successful 
employer sponsored purchasing cooperatives currently operating in California such 
as: the California Public Employees Retirement System (Cal PERS), the Health 
Insurance Plan ofCalifornia (HIPC) and the Pacific Business Group on Health 
(pBGH). 

• 	 BRIDGE TO EMPLOYER SPONSORED COVERAGE -the progrIDnwill 
provide transition coverage for families moving offof welfare programs (fANF and 
Medi-Cal) to employer sponsored health coverage. Benefit and copayment levels will 
be set at levels to Help families make the transition from the full service no cost 
Medi-Cal program to the cost sharing levels commonly found in the employer based 
market. I 


I 

I 


i 
• 	 AVOIDAJ.'lCE OF WELFARE PROGRAJ.'VI STIGMA - participation in the 

program will be siniilar to the purchase ofprivate coverage; a simple mail-in 
application process will be used with annual reevaluation of a family's eligibility. 

I 

• 	 FAMILY PARTICIPATION IN THE COST OF COVERAGE - families will 
I. 	 . 

participate in the cost of coverage through nominal premiums and copayments. 
Faniily cost sharing makes families sensitive to the cost of health care decisions, 
promotes family responsibility, and helps to finance the program. 

• 	 STATEWIDE ANP COl\1l\1lJNITY BASED OUTREACH- a statewide outreach 
effort will inform parents about both Medi-Cal and the new program. In a focused 

. effort to reach all eligible parents, a statewide media campaign and targeted 

multicultural linguistically appropriate local campaigns will be used. 


," 

-, . i 
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• 	 SIGNIFICANT NUMBERS OF CHILDREN COULD BE ENROLLED IN 
A SHORT TIME FRAME. The first child could be enrolled in the program 
within nine months! ofenactment of the authorizing legislation. 

• 	 FLEXIBILITY - the program benefits, eligibility, and rules ofparticipation can be 
designed to responq to the California market. 

.• PRNATE· SECTOR El\1PHASIS - The Managed Risk Medical Insurance Board· 
(MRMIB) will provide policy oversight to the program, while all operational 

. activities will be perormed by the private sector. 
I 

• 	 NO NEW ENTITLEMENT TO SERVICES IS· CREATED - the program is 

authorized to operate with a fixed appropriation. 


, 	 . 

• 	 ABILITY TO OPERATE WITlllN A FIXED BUDGET - the program 
benefits, eligibility, 'and rules of participation can be tailored to the available level of 
funding. If demand exceeds available funds, a waiting list of interested families can. 
be maintained. The:program design can be easily altered as funding levels change. , 

• 	 STREAMLINING, MEDI-CAL TO SMOOTH THE TRANSITION TO 
THE NEW PROGRAM - three changes to Medi-Cal will smooth the transition 

. between the two programs .. 

• 	 one month "continued eligibility" for those Medi-Cal enrollees who lose 
eligibility for no! cost Medi-Cal due to increases in family income. This will 

I 	 . 

provide familiesiwith a grace period so that they will have time to apply and 
enroll in the new program to ensure continuity ofcare. 

• 	 a "resources disregard" in the Medi-Cal program for children concurrent with the 
implementation ?f the new program. This will assure that all families with 
incomes below 200% FPL have access to coverage for their children. 

, 	 accele~ted covefage in Medi-Cal ofall children under 19 below 100% FPL. This 
I 	 . 

will assure that the children not currently served in Medi-Cal will not fall through 
the cracks between the new program and Medi-Cal. 
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CALIFORNIA CHILDREN'S HEALTH PLAN (CCHP)I .. 

The CCHP Program Description 

1. 	 General Approach II 

i 
Coverage of chlldren w1ll be provided through subsidized private insurance policies. 
Families will be enco~ged to take advantage of employer sponsored coverage when it is 
available. The type of 90verage provided will be similar to that currently offered through 
employer sponsored plans. . 

I 	 . 

I 

The CCHP program will be built around the concepts used successfully by organized 
purchasers such as the cralifornia Public Employees Retirement System (Cal PERS) and the 
Health Insurance Plan o~California (IDPC) - price competition between health plans, family 
choice ofhealth plans, performance based contracts with health plans, and reliance on 
existing private sector fipancing and delivery systems. 

i 
The approach's primaryi strengths are its flexible program design, ability to operate within a 
fixed funding level, andithe use of pooled purchasing techniques to achieve cost savings. 

i 

2. Delivery System 

Two approaches will be\used to provide coverage to children in l~w income families;· . 
enrollment of chlldren ~ a pUrchasing pool through"which families could select a health plan 
for ~eir children, or prorsion of an Insurance Purchasing Credit to families to ~sist them in 
paymg for the costs ofemployer based dependent coverage. Both approaches Wlll be 
administered under the ~versight of the Managed Risk Medical Insurance Board (MRMIB) to 
provide ease of applicati,on for families .. 

. I 

i 
The purchasing pool: For the majority ofeligible families, MRMIB will offer access to 
health plans via a subsidized consumer choice purchasing program. In the purchasing 
program, many of the saine health plans and networks available to the employer market will 
be used. This will provide for broad access to health care providers. 

~ 	 I 

i 

MRMIB will be authorlied to contract with licensed health plans and health insurers, Local 
Initiatives approved by the Department ofHealth Services to provide service to Mew-Cal 
beneficiaries, County Oiganized Health Systems (COHS), and federal Health Insuring 
Organization demonstration projects (Le., Santa Barbara's COHS). 

I 
I 

To assure that health c~ providers currently serving low income families are given the 
opportunity to participat~ in the program, contractual language will be adopted to provide an 
incentive for health planS to include in their networks those providers practicing in safety net 
facilities, such as licensed;~ommunity clinics or co~ty facilities. . .. .. 

! 
I 
i 

" 
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Families will select a llealth plan for their child from several plans offered in their
• • ' I

commumties. 

Insurance Purchasing Credit For Families With Access To Employer Sponsored 
, Coverage: Those families with access to employer sponsored coverage will be given an 
Insurance Purchasing ~reditto subsidize the cost of the dependent portion of the coverage, 
available through the~ employer's health plan. It is estimated that 15% of uninsured children 
reside in families where employer sponsored dependent coverage is available. The use of 
existing employer based plans is likely to be popular with families, employers, policy makers 
and health plans because it builds on the group coverage model and enables the child to 
enroll in the same heal~ plan as the parents. 

I 

Insurance Purchasing <Credits will have a value relative to the cost of enrolling the child in the 
I 

purchasing pool. Families will be notified by the program administrator of their eligibility 
for an Insurance Purchasing Credit and its value. To the extent possible, transactions related 
to the Insurance Purchasing Credit will be automated to eliminate the administrative cost and 
complexity ofa paper based system. The same simple mail-in application form will be used 
for the purchasing poo~ and Insurance Purchasing Credit programs. 

3. 	 Governance 

The Managed Risk Me'dical Insurance Board (1vfRMIB) will be the state entity that 
, administers the .cCHP program~ MRMIB is comprised offive volunteer members, thtee " 
appointed by the Governor, one by the Assembly and one by the Senate. 

The mission of:M:RlvfIB is to improve and increase the affordability and availability of 
, quality health care coverage for Californians. 

:MRMIB has a proven track record of being able to start up and administer new and creative 
health benefits programs effectively and efficiently. l\1RMIB currently administers three 
health benefits progr<m;ls: 

! 

I 


• 	 the Major Risk Medical Insurance Program (MRMIP) serves persons unable to obtain 
'private health coverage due to pre-existing medical conditions, 

• 	 the Access For Infants and Mothers (AIM) program provides prenatal and infant care to 
low income pregnant women and their children, and 

• 	 the Health Insurance Plan of California (HIPC) provides a health care purchasing 

cooperative for sm'lll businesses. ' 


! 
I 

4. 	 Benefit Package 

The design of the CCHP benefit package should be driven by the health care needs of 
children, with emphasis on those health care benefits necessary for children to- be able to 
attend school healthy and ready to learn;.able to read the chalkboard; and to hear the teacher. ' 

I 

..... .., 
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The CCHP benefit pacfage will meet the requirements of the new federal law and will 
generally mirror benefits currently provided to working families through entities such as Cal 

PERS and the RIPC. These packages are very similar, have been accepted by the employer 


. community, and are co~prehensive in scope. They include coverage for medically necessary 

hospitalization, physician services, diagnostic and x-ray, prescription drugs, durable medical 


I 
equipment, ambulance,: emergency care, hom~ health services, hospice, and blood products. 
Further, mental healthtnd substance abuse services, occupational, physical and speech . 
therapy, and skilled nutsing care will be provided, though with some limitations. In addition,

I 	 . . 

dental benefits will cover services appropriate to good oral hygiene and health, including 
I 

preventive and diagnostic services such as teeth cleaning, x-ray, topical fluoride treatments, 
space maintainers, and sealants; and restorative services such as fillings, crowns and bridges. 

I 	 . 

Vision relat!!d coverag~ offering annual exams and eyeglasses will be provided . 
. !. . 

I 
Family Cost Sharing Requirements: Consistent with the principle of personal 
responsibility, families ~ligible for the CCHP program will pay a monthly premium and 
nominal copayments fot services. Premiums will be based on a sliding scale with the lower· 
income families payingiless than those ofhigher income. Ifpremiums are established at 2% 
ofa family's annual inc,ome, a family of foUr earning 101% of the fpl ($16,210) would pay 
$27.00 per month in prdmiums and a family of four earning 200% of the fpl ($32,100) would 
pay $53.50 per month mpremiums. The average premium payment is estimated to be $8 per 
child per month. CCmr program copayments of $5 per office visit and $5 per prescription 
for health benefits parallel those charged by most employer health plans. No copayments ..• 
will be charged for inpa~ent care or for preventive services such as well child visits, health 
screenings, and immunizations. 

I 

I 

I 

Premium and copaymeqts add value to the program design because they involve families in . 
managing their health c$re resources and emphasize personal responsibility. Further, the 
inclusion ofpremiums $Id copayments in the program design reinforces the similarity of this 
approach to the coverage provided through employer based coverage as opposed to that 
provided through the ·M~di-Cal program. This distinction addresses subscriber concerns 
regarding the stigma ofbeing on a "welfare based" program. The use of copayments will 
help control inappropria~e utilization and should result in better negotiated rates from health 
plans. 
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5. 	 EligibilityProcess 

To qualify for particip):ltion, families will be required to meet basic eligibility requirements, 
such as: 

• 	 Family income eq~ to or below 200% ofthe federal poverty level, 
• 	 Not eligible for ndcost Medi-Calor Medicare coverage, and . 
• 	 Not covered by a pnvate or employer sponsored insurance policy at the time of 


application or· for the prior six months. 


The CCHP program ~ll be privately administered under the oversight ofMR1vfIB. A mail
in process as Used in the IDPC, AIM and .MRMIP will be used. It is anticipated that no more 
than a 10 working day:time frame for eligibility determination will be required. . 

!, 
i 

The application will be designed to verify the income eligibility offamilies and to screen 
I 

them for access to employer sponsored coverage. As is done in the AIM program, income 
eligibility would be verified using copies of last year's federal income tax forms, or current 
year wage stubs. A random sample ofapplications would be audited using the Income 
Eligibility Verification System (IEVS) on an on.,going basis to assure the fiscal integrity of 
the program. 

The administrative coritractor will be responsible for eligibility determination, premium., 
, , collection, transmission of premium and enrollment information to health plans, ' , 

administration of the fusurance Purchasing Credits, and printing and mailing of application
I ' 


materials. i 


In addition, an application assistance payment will be made to entities able to refer large 
numbers ofchildren to the program. These include school districts, Healthy Start sites, 
hospitals, medical doctors, nurses, county health departments, county welfare offices, 
licensed day care operators, primary care community clinics, state maternal and child health 
contractors, participa~g health plans, and insurance agents or brokers. A flat fee of $50 
would be paid to the referring entity for every family that is determined to be eligible for and 
enrolled in the program. 

•. 	 ! ' 

6. 	 Quality Oversight 

The .MRMIB will look to the state regulatory entities to assure the basic quality of health 
plans with regard to financial stability, adequacy of network, and appropriateness ofmedica1 
policy. In addition, the best practices available in the employer market for quality 

, improvement and monitoring will be adopted. Such performance standards could include 
assuring the accessibility ofservices (such as walt time for appointments) and the delivery,of 
preventive treatments (such as improvements in the percentage ofchildren that are fully 
immunized by age two). . " . 

I 

" 
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7. Estimated" Number of Children Covered and Estimated Overall Cost 

The UCLA Center forHealth Policy Research estimates there are 580,000 uninsured 
California children living in households with family incomes between 100% to 200% FPL. 
These 580,000 childreh are potentially eligible for the CCHP program. 

If580,000 children per year were enrolled in the CCHP program the annual cost is estimated 
at $478.7 million ofwpich $167.5 million would be required state matching funds. 

8. Timing of Implementation 
I 
i 

Implementation oftheCCHP program will take six to nine months, with appropriate 
exemptions from state· contracting law and emergency regulatory authority. :MRNflB's 
existing three progra.m:s have broad statutory flexibility to negotiate contracts with vendors 
outside of the usual state contracting processes. 

The statutory authoritY for the three programs operated by :MR1v1IB delegate most design 
features to the Board. iThese include eligibility determination, the extent of coverage, 
subscriber contribution amoWlts, and benefit design. The MRWP was implemented seven 
months after creation of the MRMIB, AIM was implemented six months after legislation was 
signed, and the RIPC \vas operational nine months after legislation was signed. 

," 

-,I 
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iQuestions and Answers Regarding 

The California Children's Health Plan (CCHP) 


Approach 

1. How will CCHP work? 
, 

• 	 CCHP will cov~r children through subsidized private insurance policies, similar to 
employer sponsored plans. 

• 	 Families will h~ve a choice ofhealth plans. 

•. 	There will be a 'simple mail-in application. 

I 
• 	 When a parent ~as access to coverage through his or her employer, CCHP funds , 

will be used to keep the child enrolled in the same health plan as the parent. 

• 	 CCHPcan be implemented quickly, and enrollment of the first child can occur six 
to nine m<;>nthsfollowing enactment of the enabling legislation. 

• 	 CCHP is modeled after organized health purchasers such as the California Public 
. Employees Re&ement System (CalPERS) and the Health In.surance Plan of 
California (IDP:C), which rely on private sector delivery systems. ' 

I 
2. 	 Why is CCHP beihg created to expand coverage to children? . 

• 	 Flexibility - the program benefits, eligibility, and rules of participation can be 
designed to respond to the California market. 

. I 

• 	 Ability to operate within a fixed budget - the program benefits, eligibility, and 
rules ofpartici~ation can be tailored to the available level offunding. Ifdemand 
exceeds available funds, a waiting list of interested families can be maintained. 
The program design can be easily altered as funding levels change. 

• 	 No new entitlement to services is created - the program is authorized to operate 
with a fixed appropriation. 

• 	 Use of purchasing clout to increase value - the pooled purchasing ofcoverage for 
the large number ofchildren able to be served will provide the state with 
marketplace clout to negotiate favorable rates and improvements in health plan 
performance/quality . 

! 
• Family participation in the cost ofcoverag~ - families wilI'participate in the cost 

ofcoverage through nominal premiums and copayments. Family cost s~aring 
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, , , 

makes families sensitive to the cost of health care decisions, promotes family 
responsibility, fU1d helps to finance the program. 

• 	 Avoidance ofwelfare prowm s!ilWla - participation in the program will be 
similar to the purchase ofprivate coverage; a simple mail-in application process 
would be used iwith annual reevaluation ofa families eligibility. 

• 	 Bridie to emplover sponsQred coveraie - the program will provide transition 
coverage for families moving off of welfare programs (T ANF and, Medi-Cal) and 
to employer sponsored health coverage. Benefit and copayment levels will be set 
at levels to help'families make the transition from the full service no cost Medi
Cal program to the significant cost sharing levels commonly found in the 
employer based! market. 

• 	 SiiDificant numbers ofchildren could be enrolled jn a short time frame. The first 
child could be enrolled in the program within nine months of enactment of the 

, authorizing legislation. 
I 

• 	 Private sector emphasis,- The Managed Risk Medical Insurance Board (MRMIB) 
will provide policy oversight to the program, while all operational activities would 
be performed b~ the private sector. ' 

-3. Why isri.;UheMed.i-Cal program being used to expand coverage to children?' 

• 	 A Medi-Cal expansion is undesirable for a number ofreasons~ First, Medi-Cal 
does not require most enrollees to contribute to the cost of their coverage, thereby 
discouraging ~dividuals to take greater responsibility for their health or the 
financial implications of their health care decisions. Simply expanding Medi-Cal 
to cover children in low wage working households would promote dependence on 
a welfare based system. 

• 	 , Many low income Californians who are eligible for Medi-Cal avoid enrolling 
, because of the welfare stigma associated with the program. Working low wage 
families with children eligible for CCHP are likely to share this conce~ and 
experience with the AIM program suggests such families will prefer coverage 
similar to the employer based market. 

I 

• 	 Medi-Cal is a fiscally open-ended entitlement program. Expanding Medi-Cal 
would limit pol~cy makers' ability to set meaningful budget limits for CCHP. 

• 	 Medi-Cal is complex and difficult to administer. It is also susceptible to 
litigation. Medi-Cal operates under a patchwork of federal mandates, most of 
which are subject to varying interpretation by the courts and policy makers. 

, ' 	 , 
I 

" 
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4. 	 Wouldn't it be cheaper, easier and quicker for the state to use the existing Medi
Cal infrastructure to expand coverage? 

CCHP will rely on:private sector entities. Administration will be provided through a 
contract with a private sector vendor. Health benefits will be provided through health 
plans and insurers.: Use of these private sector partners will enable CCHP to offer 
services at a price ~o the state comparable to, if not lower than, that available through 
the Medi-Cal program>?The first child can be enrolled within 6 to 9 months after the 
passage of the enabling legislation. The proposed mail-in application process will 
,ensure ease of enrollment. ' 

Delivery System 

1. 	 How would CCHP be operated? 

The program will be built around the concepts used successfully by organized 
purchasers such as ~al PERS and the HIPC .. price competition between health plans, 
family choice ofhe'alth plans, perfonnance based contracts with health plans, and 
reliance on existing private sector financing and delivery systems. 

The Managed Risk'Medical Insurance Board C]vfRMIB) will contract with health , 
plans for coverage of children. Families willselect a plan from severill available ,in 

, their community. This model has been used successfully to assist small employers to 
increase the value of their health care coverage through the IDPC. Health plans will 
compete on price, s,ervice and quality for the enrollment ofmembers. 

Families purchasing coverage for their children through the program will fill out a 
simple mail-in appLication. Coverage will be similar to that offered to workers with 
employer based coverage. Once a year families will be requalified for the program 
and could choose to change health plans. 

2. 	 How would the Insurance Purchasing Credit work? 

Families with access to employer sponsored coverage will be given an Insurance 
Purchasing Credit to subsidize the cost ofthe dependent portion of the coverage 
available through tlieir employer's health plan. A UCLA study estimates that 15% of 
uninsured children reside in families where employer sponsored dependent coverage 
is available. ' 

! 	 , 
Insurance Purchashlg Credits will have a dollar value similar to the cost of enrolling

I 

the child in CCHP.: Families will be notified by the program administrator of their 
eligibility for an InSurance Purchasing Credit and its value. 
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To the extent possible, tranSactions related to the Insurance Purchasing Credit 
program will be automated to eliminate the administrative cost and complexity ofa 
paper ba$ed system. 

I 

The same simple ~ail-in application form will be used for the purchasing pool and 
. 	 . I ' 

Insurance Purchasing Credit programs. 

3. 	 How will CCHP Quild upon and enhance existing employer based coverage? 
• 	 I 


I 


I 
Families with a working parent eligible for employer based coverage will be provided 
with financial assiStance, in the form of an Insurance Purchasing Credit, to enable 
them to take advarltage ofdependent coverage available through their employer's' 
group health plan. iThe Insurance Purchasing Credit mechanism will enable parents . 
currently covered tinder their employer's plan to afford coverage for their children. 

4. 	 How can the state assure that the majority of funds are being used to purchase 
. health services for children? 

We recognize that funds for CCHP need to be spent on health care services for 
children, not on non-medical services. In its review ofselecting health plans for 

. participation in CCHP, :MRlvnB will look at the proportion ofdollars each plan 
estimates will be spent on health care services as opposed to administrative costs . ."l' 	 '.", : '., . 

! 

State administrative costs will be held to a minimum. A simplified mail-in 
application for CCHP will reduce funds spent on administration ofthe program. 

i 
5. 	 Will families be a~le to see their traditiona.I providers to promote continuity of 

care? ! 

What consumers v<:uue most in selecting a health plan is the ability to see their own 
physician. CCHP Vfillallow families to select a health plan for their child from 
several plans offer~d in their communities. 

'to assure that a broad selection ofhealth plans and physicians are available to 
families enrolled in CCHP, MR1v1IB will be authorized to contract with the following 
entities: 

• 	 Licensed health plans and health insurers, 
• 	 Local Initiatives approved by the Departments of Corporations and Health 


Services to provide service to Medi-Cal beneficiaries, 

• 	 County Organized Health Systems such as Solano, San Mateo, Santa Cruz and 

Orange, and 
• 	 Federal Health Insuring Organization demonstration projects, .such as the Santa 

Barbara Health IAuthority. 
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6. How will CCHP promote the inclusion of safety net providers? 

CCHP will infuse a: significant amount of money into the health care delivery system 
to provide coverage and additional paymentior a significant portion of the uninsured • 

. Wbile this prograID' does not resolve the problem ofproviding services to uninsured 
adults, it is a major step forward in providing funding for services that were provided 
with minimal or no reimbursement. In that respect, it should help the safety net 

:MRMIB will be authorized to contract with licensed health plans,health insurers, and 
Medi-Cal managed .care plans such as Local Initiatives and County Organized Health 
Systems. FUrther, participation requirements for insurers and health plans will be 
designed to encourage subcontracting with safety net and traditional providers. 

! 
I 

Eligibility 

1. Who will be eligible for CCHP? 

Uninsured children ~siding in households with an annual family income above the 
levels eligible for no cost Medi-Cal and equal to or below 200% of the federal 
poverty leveL 580,000 California children may be eligible for the program. 

. 	 , . ' . 

i 

2. How will a family ~ocument their income eligibility? 

Families will be asked to document their income eligibility using copies offederal tax. 
returns or current wage stubs. A similar process has successfully been used in the 
ATh1 program. 

3. How will a family ~ocument their access to employer sponsored coverage? 

Families will be asked to document if they have access to employer sponsored 
coverage, and if so what health plan provides the coverage. Families will self certify·
• 	 I 

that their responses are true and accurate. A similar selfcertification process has 
successfully been uSed in the ATh1 and MRMP programs. 

4. Will children who are qualified aliens be eligible for the program? 

Under the Personal Responsibility and Work Opportunity Reconciliation Act 
(PRWORA), only qklified alien children with entry into the United States before 
August 22, 1996, are eligible for federally funded public benefit programs, including 
this program. 

! . !" 

In addition,' new eniJ:ant qualified aliens in the "protected class" are eligible for this 
program. Generally, aliens in the protected class include persons who are lawfully 

" 
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admitted for permanent residence and who' have 40 qualifying quarters ofwork (with 
no public assistance); various categories of refugees and asylees for the first five years 
after entry; arid aliens who are on active duty with the U.S., military forces, veterans, 
and spouses, and chi.j.dren of such persons. 

Children of legal imInigrants who entered the United States on or after August 22, 
1996, will not be eligible for CCHP. Consistent with federal law, no federal funding 
is available for children of legal immigrants who entered the United States on or after 
August 22, 1996. Rather, sponsors ofsuch children and their families will be 
responsible for their: medical needs. 

5. Which aliens are q~alified aliens? 

Qualified aliens include aliens who are lawfully admitted for permanent residence, 
specified classes of refugees, parolees, and asylees, aliens with some types of 
conditional entry status, and battered women and children who meet the requirements 
in the fedetallaw. ;, 

6. Which alien childrfn are not qualified aliens? 
I 

Generally, this group would include aliens who are not lawfully present in the United 

States (largely undocumented aliens), nonimmigrant aliens who are lawfully present . 


. in the United States (e.g. visa holders), arid some refugees, and a variety of o'~er alien 

categories. 

t

-, 
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BenefitPackagelFamily Cost Sharing 

1. What benefits will be provided? 

The design of the benefit package should be driven by the health care needs of 
children, with empq.asis on those health care benefits necessary for children to be able 
to attend school he~thy and ready to learn; able to read the chalkboard; and to hear 
the teacher. i 

CCHP's benefit paqkage will meet the requirements of the new federal law and will 
mirror benefits currently provided to working families through the California Public 
Employees Retirement System (Cal PERS). This package has been accepted by the 
employer community and is comprehensive in scope .. CalPERS benefits include 
coverage for medic3l1y necessary hospitalization, physician services, diagnostic and 
x-ray, prescription drugs, durable medical equipment, ambulance, emergency care, 
home health servic~s, hospice, and blood products. Further, mental health and 
substance abuse serVices, occupational, physical and speech therapy, and skilled 
nursing care will be; provided, though with some limitations. 

! 
In addition dental benefits will cover services appropriate to good oral hygiene and 
health, including preventive and diagnostic services such as teeth cleaning, x-ray, 
topical fluoride treatments, space maintainers, and sealants; and restorative services 
sUch as fillings, croyms and bridges. Vision related coverage providing annual excuns 
and eyeglasses will be provided. .. . 

Children with special health care needs that are eligible for services through the 
California Children's Services (CCS) program will continue to receive specialized 
services through CCS. 

, 

2. 	 How will the benefit package differ from what is offered under Medi-Cal? 
, 

The primary objectiye in designing a benefit package is to assure that the health care 
. needs ofchildren ar~ met in an efficient and cost effective manner. Design of the 
"benefit package shoUld be driven by the health care needs of children,with emphasis 
on those health care benefits necessary for children to be able to attend school healthy 
and ready to learn; to be able to read the chalkboard; and to hear the teacher. 

The proposed CCHP program benefit package is the same benefit package available 
to State and local goverriment employees through the California Public Employees 
Retirement System (Cal PERS). The Cal PE,RS package represents one of the most 
comprehensive emp,loyer sponsored health benefit packages in the market today. 

I 

I 

The primary differe~ces between a Medi-Cal package and that provided by Cal PERS 
" are the restrictions em the number of in and outpatient mental health a.:nd substance . 

abuse treatments (30 inpatient days per year and 20 outpatient visits per year), the 

" 
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i 	 . 
requirement that o~tpatient physical, speech and occupational therapy be pre,,: 
approved (limited to short term therapy for a period not to exceed 60 consecutive 
calendar days follo-Wmg the date of the first therapy session), and prohibitions on the 
coverage 0 f non-e~ergency 
l.

transportation. 

3. 	 What happens wh:en a child needs more of one of the limited services offered by 
CCHP, such as m~ntal health or speech therapy? 

: 
I 

The benefits offere~ by CCHP are similar to or better than the benefits offered to 
working parentsth!ough their employer's health benefits. Those children with special 
health care needs v?11 have access to the CCS program. We anticipate that this 
benefit design will provide for the health care needs of the virtually all children. In 
those rare cases wh~re a child needs more ofa particular service than is covered by 
CCHP, the family will still have the option to enroll the child in the Medi-Cal 
program after they ~ave spent down their financial resources to the Medi-Cal 
eligibility level. ' 

4. 	 Will EPSDTservices be provided? 
, 

The Early and Periodic Screening Diagnosis and Treatment (EPSDT) program is a 
federally mandatedibenefit for Medi-Cal eligible children under age 21. Under 
EPSDT children ar~ entitled to routine medical screenings, preventive services and 
immunizations as '-Yell as all follow up diagnosis and treatment services to ,correct or 
ameliorate any me4ical conditions detected by the provider. These services include 
benefits generally riot covered under the Medi-Cal State Plan. 

i 

Under CCHP all sc~eenings, preventive services and immunizations will be provided 
with no copay. All! medically necessary services required to resolve the condition will 
also be covered. However, the plan is limited to those treatment services in the plan's 
overall benefit design. 

! 

5. 	 Is it reasonable to :expect low incomeJamilies to contribute toward the cost of 
coverage? 

Yes. Premiums an~ copayments improve the progr<llll design because they invo I ve 
families in managirig their health care resources and emphasize personal 
responsibility. Inc1'usion of cost-sharing will reinforce CCHP's similarity to 
employer-based coYerage. Experience in the AIM program suggests that low income 
working families prefer modest cost-:sharing for private insurance coverage versus no 
cost Medi-Cal. . 

I 
i 

Copayments also h~lp control inappropriate utilization, such as the use of the 
emergency room fdr non emergency;l1ealth conditions. Copayments will also allow 
the program to negbtiate better rates' from health plans. No copayments will be ' 
charged for health :~creening or preventive services. 

, 

" 
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Cost sharing under CCHP will be based on a family's ability to pay. Premiums will 
be established at no greater than 2 percent ofa family's annual income.' A family of 
four earning 101 percent ($16,210) ofthe federal poverty level (FPL) would pay a 
maximum of $27.00 per month in premiums.' A family of four earning 200 percent 
FPL ($32,100) woUld pay a maximum $53.50 per month in premiums. All children 
in the family will be covered for these premium amounts. Nominal copayments will 
be set within the amounts permitted in federal law. There will be no deductibles . 
charged in CCHP. ' 

6. Won'tcopaymen~ keep families from seeking necessary preventive services? 

No copayments will be charged for health screening or preventive services such as 
immunizations andwell child visits. 

1 

I 

I 


7. Will children with; special medical needs have easy access to specialty providers? 

Children with special health care needs will continue to be served by the California 

Children's Services (CCS) program.' CCS coordinates services for children with the 


I 

managed care plan and the CCS specialty network to assure that children with special 
health care needs aJ;'e met Children enrolled in CCHP will have access to specialty 
providers through their health plan or the CCS program. 

,

-, 
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Outreach Efforts 

1. 	 What kind of outreach will be used to make families aware of their children's 
eligibility for the program? 

A multifaceted statewide outreach effort will be launched to inform parents about the 
child health service:s offered through both Medi-Cal and CCHP. The outreach 
program will use mass media, toll free phone lines, community based organizations, 
and coordination with other state and local programs to deliver messages that are . 
culturally and linguistically relevant. The goals of the campaign are to increase 
public awareness of the importance ofpreventive and other health care services and 
the availability ofpFblic programs to address children's health care needs. 

2. What role will community based organizations .play in the outreach campaign? 

Community based organizations are important partners in the effort to conduct an 
aggressive outreacll and education program about the importance of health care 
services for childrert and the availability of state-sponsored programs to help. 
Community based organizations are well positioned to promote locally designed 
outreach and education services that are culturally and linguistically appropriate. 
Such community based activities are important complements to broader statewide 

I 

public awareness strategies. 

3. 	 Why is a public awareness campaign necessary? 

Inherent in the creation of a CCHP program for uninsured children is the challenge to 
educate families ab~ut the program's availability, eligibility and application process. 
In addition, Medi-Cal eligible families need to be made aware of changes made to 
Medi-Cal to promote coordination between the two programs. Families not only need 
to be educated about these developments, but motivated to quickly take the steps 
necessary to insure their children. State experience supports our belief that multi
faceted public awareness campaigns that deliver their messages in a linguistically and 

.culturally relevant manner can educate and motivate target populations. 

4. 	 How will parents obtain application materials? 

CCHP will work cl?sely with the myriad of community and state organizations that 
provide services or information to children. Organizations such as schools, medical 
offices, county health service sites, and day care centers all provide an excellent 
opportunity to reach families. 

An application assistance payment will be paid to entities that assist families in 
completing the application form. These include insurance agents or b~okers, school 
districts, Healthy Start sites, hospitals, medical doctors, nurses, county health 
departments, county welfare offices, licenSed day care operators, primary care 

., 
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I 

community clinics~ state maternal and child health contractors, and participating 
health plans. A flit fee of $50 will be paid to the referring entity for every family that 
is deemed eligible !for and enrolled in the program. 

I 
I 

The use ofan application assistance fee as opposed to on-going commissions has 
I 

_	been successfully Used in the :MRMIP and AIM programs. On-going commissions 
would add to the a~strative costs of the program, which would be problematic 
given the high per4entage of state and federal funds used in the program. 

1 
5. 	_What efforts will pe made to assure that families not able to read or speak 

English are able t:o enroll in the program? 
! 
I 

Program materials lwill be ~vailable in the threshold l~~ges identi~ed by the. 
Department ofHealth Servlces as necessary to reach elIglble persons In the Medi-Cal 
program. These tiVeshold languages are English, Spanish,· Vietnamese, Chinese, 
-Farsi, Lao, Hmong, Cambodian, Armenian, and Russian. 

I 

I 

I 

I 

The entity selected to provide eligibility and enrollment services for CCHP will be 
I 	 

required to have the capability to provide phone service to families in the language 
I 

spoken by the f~ly. 
I 

1 _ 

In addition, health:plans participating in the purchasing pool component of the 
program will be reHuired to have interpreter services available at all initial points of 
contact. An innov~tive service provided by the Managed Risk Medical Insurance 
Board in the HIPe! is the physician Super Directory. This directory lists all 
physicians particiBating in the program, their major field ofpractice and the language 
capabilities of the ~ta:ffin the physician's office. A similar service summarizing the 
pediatricians and family practice physicians available to families through CCHP is 
planned. The Sup~r Directory helps families select a health plan that has a provider 
network most appr~priate to the needs of the family. 

" 
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CCHP ProgramJMedi-Cal Coordination 

. 1. 	 Is anything being done to promote the compatibility between Medi-Cal and 
CCHP? 

Several changes to the existing Medi-Cal program are included in the proposal to 
assure that families can move easily between the two programs as their family income 
fluctuates. . 

These changes to the Medi-Cal program include: 

• 	 One month "continued eligibility" for those Medi-Cal enrollees who would 
otherwise loseino cost Medi-Cal eligibility due to increases in family income. 
The one month grace period will give the family time to apply and enroll in 
CCHP to ensure continuity ofcare. 

• 	 A "resources ~isregard" in the Medi-Cal program for children concurrent with the 
implementation ofCCHP. This will assure thatall families with incomes below 
200% FPL have access to coverage for their children. 

I 

• Coverage in Medi-Cal ofall children under 19 below 100% FPL. Teens between 
15 and 18 with family incomes between 84 -100% FPL will all be Medi-Cal 

. eligible by 20~2; We are proposing to accelerate their coverage in Medi-Cal ...•. 
I 

2. 	 Won't the progrdm be confusing to families with one child eligible for Medi-Cal· 

and another eligible for CCHP? 


Today families are: faced with a situation where one child is eligible for Medi-Cal and 
I . 

other children in the family have no coverage at all. The changes listed above will 
minimize this phenomenon. In the worst case scenario all children in the family will 
still have access to, coverage, but through either Medi-Cal or CCHP . 

. Family continuity pf care can be managed, to the extent possible, through the 
inclusion ofMedi-Cal health plans in CCHP. Also, many doctors belong to multiple 
plans and this sho~ld help families to select health plans in which all children can be 
seen by the same providers. 

3. 	 Many low wage families' income moves up and down throughout the year. 

Won't the creatiop. ofa new program force families to move between Medi-Cal 

and CCHP as their family income fluctuates? 


Eligibility for CCI{P will be determined once a year. If a family continues to make 
their premium payzpents they can remain enrolled in CCHP until the next annual ~-

-, . 
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requalification period. Ifa family's income decreases during the year and they would' 
qualify for Medi-Oal, they can choose to disenroll from CCHP. 

Eligibility for the Medi-Cal program is determined quarterly. If a family's income 
increases and they are no longer eligible for Medi-Cal, they will be given information 
about CCHP. 

4. 	 How will CCBP and Medi-Cal assure a smooth transition for subscribers 
moving between programs? 

To assure that there is a smooth transition for Medi-Cal enrollees who are being 
disenrolled from Medi-Cal due to an increase in income, we will implement one 
month "continued ~ligibility" for these Medi-Cal enrollees so that they will have time 
to apply and enrolliin CCHP to ensure continuity ofcare. 

, 
5. 	 Will assets be used to review the eligibility of families? 

CCHP will base eli'gibility on the income ofa family. This will streamline the 
eligibility determination process and assure that children receive coverage as quickly 
as possible. 

To assure a smooth interface between CCHP and the Medi-Cal program, we are 
. proposing to waive;theasset eligibility criteria in the Medi-Cal program for children· 
. concurrent With the; implementation of CCHP. This will assure that all families with 
incomes below 200% FPL have access to coverage for their children. 

Implementation of an asset waiver for children otherwise eligible for Medi-Cal will 
provide some administrative efficiencies to the Medi-Cal program by streamlining the 
eligibility process. : . 	 , 


I 

6. 	 How will CCHP affect people leaving welfare (Cal-Work) and gaining 

employment? . - : 

'Medi-Cal and CCHP provide additional support to families who leave welfare to 
I 

obtain employmentl This program structure assists families to obtain employment 
without the feartha~ their children would lose their health coverage. 

Adults and children who leave welfare to obtain workare currently eligible for six 
months of transitional Medi-Cal. Those with earned income under 185% ofthe 
federal poverty lev~l (FPL) are currently eligible for an additional six months of 
transitional Medi-Car. Under the transitional Medi-Cal program, both the adult 
member of the family and all children receive full scope Medi-Cal for up to one year. 

While the family remains on transitional Medi-Cal, they would receive their health 
coverage under Me4i-Cal. Once the time limit for transitional Medi-Cal expires, the 

" 
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familischildren coUId continue to be eligible for health coverage under either full 
scope Medi~Cal or CCHP depending on their family income. 

Adultswho lose welfare due to exceeding welfare time limits would not lose their full 
scope Medi-Cal coverage, nor would their children. This is because the welfare time 
limits do not apply t~ Medi-Cal. 

" i 

.."'~ . 
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Quality Oversight 

1. 	 How can we be certain children will receive necessary services? 
, 

All medically nece~sary health services will be covered benefits through CCHP . 
. , I 

i 

We will rely on the:state's regulatory entities to assure that the program is contracting 
with health plans arid insurers in good standing with the state. 

2. 	 What standards will health plans be required to adhere to in assuring quality 
care is provided to children? 

All contracts with h~alth plans participating in CCHPwill contain performance 
standards regardingithe provision of necessary health promoting services, such as 
immunizations. Th~se performance standards will help the state to assure that health 
plans are complying with best practice guidelines in providing care to children. 

Also, we will encourage participating plans to seek certification from the National 
Committee For Quality Assurance (NCQA), and to participate in the California 
Cooperative HEDIS Reporting Initiative (CCHRI); These are well accepted quality 
improvement efforts in the health plan community which provide a third party review 
ofhealth plan operations and performance data. 

Examples of the child specific measures which are included in the 1996 HEDIS data .• 
set include the immUnization ofchildren and adolescents, and the treatment of 
children with ear infections. 

For those plans thatdo not currently have the ability to comply with these state of the 
art performance standards, :rvfR1v1IB will provide a transition period after which they 
will be required to operate in accordance with the standards. 

Another tool used in the commercial market which could be used in CCHP is the 

Health Plan Value Check. The Health Plan Value Check is an independently 

'administered patien~ satisfaction survey which looks at issues important to quality of 
care such as waiting time for appointments and how much the subscriber feels they 
were helped by the physician visit. 

Timing of Implementation 

1. 	 When will the first child be enrolled? 

The first child can be enrolled within 6-9 months ofpassage of the enabling 

legislation. 


., 
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~.has implemented all three of its cUrrent programs between six to nine 
months after the legislation was signed. 

, 

2. Wouldn't a Medi-<;alexpansion be quicker? 

We estimate that an expansion ofMedi-Cal to serve all children under 200% FPL 
would require 10 - 15 months to implement given the program and administrative 
preparations that would be required at the state and county levels. 

" 
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Estimated Number of Children to be Covered 
, 

1. How many California children will be eligible for the program? 

The UCLA Center for Health Policy Research estimates there are 580,000 uninsured 
California children living in households with family incomes between 100% to 200% 
FPL. These 580,000 children are potentially eligible for CCHP. 

~ 

C ostlFinancing 

1. How do the costs of CCHP compare to the cost of expanding coverage through 
Medi~Cal? 

The estimated total cost of the benefit package and administrative expenses for CCHP 
are estimated to be $74.75 per child per month. An average of $8 of this amount will 
be paid by parents in the fonn of premiums, resulting in total cost to the state of 
$66.75. 

The estimated total cost of the benefit package and administrative expenses for 
expanding the Medi-Cal program are estimated to be $76.60 per child per month. 

, , ' i ' ' 
2. How much federat' money is available for the program? 

The final federal buqget reconciliation bill provides a total of $39.65 billion over a ten 
year period in increasing federal funding to the states to expand health care for low 

I ' 

income children. 

California's allocation of these funds is estimated to be $855.2 million annually for at 
least three years~"'beginning in FFY 1998 (10/1197), declining thereafter. 

3; ,Must the state's entire federal allocation be spent in one year? 

No, the federal law allows the amount allotted each year to be carried over and spent 
over the following two years. 

4. What would the state match requirement be and what programs qualify? 

The federal law requires states to match the increased federal funding which would 
require a state/federal funding ratio for California ofabout 35% to 65%. Qualifying 
matching funds would be those funds spent on state ~d local programs providing 
health care to children. 

" 

26 



.. '::';;.~,.... .-:.....::.... 

" 

i 

For example, spending the full federal funding of $855 million would require a state 
match of$460 million. 

I 

Premiums or other cost-sharing (copayments) may not be used to meet the state match 
requirement. Neith~r may other federal funds be used as matching funds. 

I 

5. When are the fede~l dollars available ~or expenditure by the state? 

,Federal funding becomes available October 1, 1997. To access the federal funds the 
state must submit a plan outlining its approach to providing expanded coverage for 
eligible children. ' ' 

! 

6. What is the Maintenance of Effort (MOE) requirement and how does it work? 

The federal law reqt#res states to maintain Medicaid eligibility criteria at the June 1, 
1997 level, i.e., California may not remove eligibility for any population now served 
by Medi-Cal. : 

t '~, 

,
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"Crowd Out" 

Substitution of Existing Employer Coverage For CCHP's Coverage


I 

.1. 	 What will prevent employers and families from dropping existing children's 
coverage in order to qualify for CCHP? 

Any expansion ofpublic coverage for children could attract a number of children who 
already have insurance either through privately purchased polices or through their 
parent's employment based coverage. We are sensitive to the concern that CCHP not 
become a substitute for private funds currently being used to provide coverage to 

. children. We are also sensitive to inequities which may exist ifwe only provide help 
to families ofchildren who are currently uninsured. 

The following mechamsms will mitigate the effects ofcrowd out in CCHP: 

I 

CCHP will be open to those children who iiI'e currently uninsured. Children who 
have had coverage within the prior six months will not be eligible to enroll. This 
provision wouldlnot apply to families losing Medi-Cal due to increases in income. 
While this approach raises equity concerns regarding the treatment of similarly 
situated families! an equally strong counter-argument is that CCHP is a limited 
initiative designed to address the needs of uninsured children. 

i 

Chllqren eligible! for "qualified" employer~sponsored dependent insurance ~llnot . 
be eligible for the purchasing pool portion of CCHP unless the family can 
demonstrate thatthe employer contribution for dependent coverage and the value 

. of the Insurance Purchasing Credit are insufficient to make the employer's policy 
affordable. This ~policy is consistent with our interest in strengthening the 
employer based insurance market. 

" 

-, 
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2. 

3. 

Governance 

What is MRMIB :and to whom is the Board accountable? 
! 

MRMIB isa department of State government.:rvfRMIB is comprised offive 
volunteer members, three appointed by the Governor, one by the Assembly and one 
by the Senate. 

MRMIB currently iadministers three health benefits programs: 

• 	 the Major Risk Medical Insurance Program (MRMIP) serves persons unable to 

obtain private health coverage due to pre-existing medical conditions, 


• 	 the Access Fodnfants and Mothers (AIM) program provides prenatal and infant 
care to low inc6me pregnant women and their children, and 

• 	 the Health Insurance Plan of California (HlPC) provides a health care purchasing 
cooperative for: small businesses. 

. 	 . 

Each of these progTams were started up in a short time (between six to nine months) 

. with great success.' 


Why was MR.l\1I.B chosen to administer CCHP? 

MRMIBhas apro~eIi track record ofbeing able to administerhealth benefits . 
programs effectively and efficiently. CCHP is consistent with the mission ofthe 
MRMIB which is to improve and increase the affordability and availability of quality 
health care coverage. 

! 
Could CCHP be a'dministered by a private sector entity? 

, 
Privatization of CCHP may. be possible after several years of program operation~ For 
example, the HIPC iis likely to be transitioned to private administration after its fifth 
year ofoperation (a Request for Proposal process is underway). A barrier to 

.. privatization is the significant level of state and federal dollars that will be spent 
through the progran:t If funds for the new children's health program are administered 
on a private basis, state staff will be required to award the contract to a private sector 
entity and to provid,e oversight of the expenditures. Given the small size of the 
MRMlB staff it is unlikely that significantly fewer staff would be required under this 
model. Alternativeiy, direct contracting with a private sector entity without a 
competitive process could be viewed as a gift of state funds. 

" 
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Side-By-Side ofMedi-Cal and the California Children's Health Plan (CCHP) 

CCHP Current Medi-Cal Program 

AIlI2[Q.ilkh . Capped block grant -- promotes policy-makers' ability to 
operate the program within a fixed budget. 

Open-ended entitlement program that limits policy-
makers' ability to set meaningful budget limiis. 

Elieibilib! Uninsured children age 1-18 living in households with 
family incomes below 20 I % FPL and above the income 
eligibility level for no cost Medi-Cal (children I through 5 
with incomes up to 133% remain in the Medi-Cal 

A patchwork of eligibility standards that vary according to 
age and family income -- children under age one with 
family incomes to 200% .FPL; ages 1 through 5 up to 
133% FPLi ages 6 through 15 up to 100% FPL; ages 15 to 

-- --- - Jitograin).'-- - -- --- - , --- _.. . 

Eligibility for full scope benefits restricted to 
citizen/qualified legal alien children 

f9up to 84% FPL~ AdditIonal ctiildre-n-are eligihleunder 
other Medi-Cal programs with a share of cost. 

Eligibility for full scope benefits restricted to 
citizen/qualified legal alien children. 

Benefits Comprehensive benefit package that is comparable to 
employer-based coverage, including prescription drug, 
mental health and substance abuse, vision, hearing and 
dental services. 

Provides coverage of the full-range of services children 
require, including primary, preventive, and specialty care 
services, with emphasis placed on primary and preventive 
services. 

Comprehensive package of benefits to citizen/qualified 
alien children that offers more extensive benefits than 
virtually any private insurance plan offered through 
employers in California. The Medi~Cal package imposes 
few if any limits on amount, duration, and scope of 
benefits and requires the provision of benefits not 
generally covered under the Medi-Cal State Plan. 

I2!:Ii~!:~ S~st!<m Services provided by health plans that would contract with 
the Managed Risk Medical Insurance Board for coverage 
of children. A broad selection of health plans and 
providers will be available to enrolled families through 
commercial HMOs, Local Initiatives, and County 
.organized Health Systems. Families will select a plan 
from several offered in their community . 

Services are delivered through a variety of mechanisms, 
depending on geographic location. For most children, 
care is provided through organized systems of care such as 
commercial HMO's, Local Initiatives and County 
Organized Health Systems . 

•. 1 
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CCHP Current Medi-Cal Program 

Delivery System (cont.) Families with access to employer sponsored dependent 
coverage will be eligible for insurance purchasing credits. 
The credit mechanism will permit families to enroll in one 
plan. 

Beneficiary Cost-Sharing Eligible families will be asked to contribute toward the 
cost of coverage. Premium-sharing and copayments 
promote family responsibility, help control inappropriate 
-utilizatiolfof services, rehlforce tlie new program's --- 
similarity to employer-based coverage and help finance 
the program. 

Cost-sharing will be nominal and will not be imposed on 
primary and preventive services. 

Most enrollees are not required to contribute to the cost of 
their coverage, thereby discouraging individuals from 
taking greater responsibility for their health or 
appreCiating-the finanCial im-pliCationsof their health care 
decisions. -

Adm inistration Privately administered with oversight by the State. 

Adm inistratively less costly and cumbersome, both for 
program administrators and enrollees, through the 
utilization of private contractors, a mail-in application 
process, and less government red tape. 

Administered via county welfare offices with oversight by 
State and Federal government. 

Federally dictated mandates and program priorities have 
resulted in a stupefyingly complex program to administer. 
Medi-Cal uses 83 individual "aid codes" which 
correspond to specific eligibility, benefit level and cost 
liability for every individual approved for Medi-Cal. Over 
275 individual forms are used to process the various Medi
Cal programs. 

Speed ofImplementalion of Pro~ram 
Expansion 

Six to nine months from the day legislation is signed. Ten to fifteen months would be required to expand Medi
Cal to cover uninsured children up to 200% FPL, given 
the complex systems, program and administrative 
preparations that would be required at the state and county 
levels of government. 

Welfare Stigma None. Participation i~ the program will be similar to the 
purchase of private coverage; a simple mail-in 

Carries a stigma associated with welfare, a stigma that is 
seen by many to represent a barrier to accessing 

31 



CCHP Current Medi-Cal Program 

W!<I(Il[1: Sticma (1;001.) application process will be used with annual reevaluation 
of a family's eligibility. 

coverage --even for families eligible for the program. 

Silf~Ol N!<t CQD:iid!<[atiQD:i 

---, -- _. - 

Safety net participation in CCHP will be encouraged by 
including Local Initiatives and COHS as plan choices and 
incentivizing commercial plans to subcontract with safety 
net providers. 

_. - - -- - . - 

Safety Net and Traditional providers' contribution to the 
provision of services for the Medi-Cal and uninsured 
populations is recognized through Medi-Cal managed 
care's efforts to promote their inclusion in organized 
delivery systemsthrouglnubcontractiifg. 

.

Cns.t 

Monthly State Benefit Cost Per Child 

Fixed Costs 

Total Annual costs 

General Fund Share 

$66.75 

$14.1 million 

$479 million 

$168 million 

$76.60 

$14.4 million 

$548 million· 

$192 million 

• Based on current cost of Medi-Cal program. 

-' 
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COMPARATIVE FISCAL ANALYSIS 
California Children's Health Plan (CCHP) vs. Medi-Cal Expansion 

Assumptions: 
580,000 average monthly eligibles 
35% state match required to draw down federal funds 
No copays on Medi-Cal services; Some copays on CCHP Services (except preventive and screening) 
Benefit package conforms to federal law: medical, dental and visionservices provided 

CCHP Medi-Cal Expansion 
- _. __ ._._. ---- - - -- - -- ------ Variable~Costs - . -

Average Monthly Benefit Costs per Child $70.25 $66.90 
~A verage Monthly Administrative Cost per Child $4.50 $9.70 

Average Family Contribution (premium) per Child ($8.00) $0 
Total per Child Variable Costs $66.75 $76.60 

Total Annual Variable Costs $464,580,000 $533,136,000
:. 

Fixed Costs 
Statewide Outreach Campaign $12,000,000 $12,000,000 
State Administrative Costs $2,100,000 $2,400,000 
Total Fixed Costs $14,100,000 $14,400,000 

Total Annual Program Costs $478,680,000 $547,536,000· 

Required State Match at 35% $167,538,000 $191,637,600 

2 
Medi-Cal Conforming Costs 
Accelerate coverage of children under 100% FPL $19,100,000 $19,100,000 
Asset waiver for children $24,100,000 $24,100,000 
One month extended eligibility when income increases $0 $0 
Total Medi-Cal Conforming Costs $43,200,000 $43,200,000 

• Based on current cost ofMedi-Cal Program 
. 2No ~ew net costs since cost ofcoverage fo~ these 


children are reflected under variable costs above. 
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FEDERAL BUDGET 
i 

STATE CHILDREN'S HEALTH INSURANCE PROGRAM 

~ • To provide states with resources to expand access to health care for low-income 
iminsured children under 19 years of age. 

Aggmas::h • States may choose to spend allotments through Medicaid expansion, payment of 
insurance premiums, direct purchase of services, or a combination of all three. 

E1i~i1i~lCQ~!:raie • Children up to 200 percent of poverty. Lower income children must be served 
first. Children must not be Medi-Cal eligible or be privately insured. 
! 

• State may establish eligibility standards based on geography, age, income and 
. tesources, residency. disability Status, access to health insurance, and duration of. 
eligibility . 
, 

• 
I 

No individual entitlement to benefits (unless Medicaid expansion chosen). 

,
• No pre-existing health condition exclusions, except in a group health plan or 

~urance plan as permitted by ERISA. 

• No inmates in public institutions or patients in mental institutions. 
Benefits OptiOns for Minimum Ben!:fit Standards Under Prj~ate Insurance Option 

• Coverage must be equivalent to one of three benchmarks: . 
1:. '. The standard Blue CrosslBlue Shield preferred provider option service 

benefit plan offered to federal employees, 
2. A health benefits plan available to state employees, or 
3. Coverage offered thru the largest commercial HMO in the state; OR 

• d:overage must be actuarially equivalent to one of the benchmarks. Must include 
oasic benefits: 
L Inpatient and outpatient services. 
2.. Physicians' surgical and medical services, 
3,. Laboratory and x-ray services 
4'. Well-baby and well-child care, including immunizations. 

.. Must also offer 75 % of the actuarial value of prescription drugs, 
n;tental health, visions and hearing benefits in the benchmark plan; OR 

I 

· ~ .. 

" 
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Benefits "ont,) • Existing comprehensive state-based coverage (applies to Florida, New York, and 
Pennsylvania); OR 

• Other health benefit coverage as approved by the Secretary of Health and Human 
S~rvices. For example: 
1. 1 States may seek a waiver for a cost-effective alternative, including coverage 

.. through a community-based health delivery system. 
2. • States may also seek a waiver for family coverage under a group health plan 

: if such coverage is cost-effective and would not substirute for other coverage. 

Medicaid EAtlansjoo 

• No change from current law (EPSDT). 
Maintenance of Effort 
(MOE) Reqyiremems 

• States must maintain Medicaid eligibility criteria at June 1, 1997 level (i.e., may 
not remove eligibility for any population now served by Medi-Cal). 

I 

• orhy three states which already have an expanded state-only program (Florida, 
Pennsylvania and New York) must maintain state children's health insurance 
expenditures at the 1996 level~ . 

Spendjna Restrictions • Nq more than 10 percent of total program spending can be used for other child 
health initiatives (including direct services), outreach, and administration. 

• Fupds may not be used for abortions except in cases of rape or incest or to save 
the woman's life. 

Cost ShariDi • States may impose premiums, deductibles. coinsurance, and other cost-sharing 
based on family income as long as they do not favor children from families with 
higher incomes over lower ones.· . . . 

• A state may impose premiums or cost sharing requirements on low-income 
chilc,ireD with family incomes over 150 percent of FPL on a sliding scale as long 
as ft does not exceed 5 percent of family income. 

• Below 150 percent of FPL, premiums or copays must be nominal as defined under 
Medicaid law or as approved by the Secretary. 

• No' cost sharing for preventive services. 

I 

• Family cost-sharing contributions can not be counted toward the state match. 
Fjnancine Total Pro~am S40 bjllion oyer 10 years 

Formula, 
i 

FYs 1998, 1999, 2000 

• Percentage of the nation's uninsured low income children multiplied by a State 
cost factor. based on average wages, relative to other states (20 percent jn 
Cal:ifomia). 

..f 

" 
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EiclID!::iDIt U:Qllt,l :For the first three years, national allotment is $4.275 b/yr.
I ' 

,Preliminary estimate of California's share is $855 mIyr,1 
: 

FY2001 

• 175 %(CA's percentage of the nation's low income uriinsured children)] plus 
[25%(CA's percentage of the nation's children under 200% FPL)] multiplied by a 
'State cost factor relative to other states (19 peu:ept in California). 

Preliminary estimate of California's share is $822 ro/yr. 

FYs 2002·2007 

• [50%(CA's percentage of the nation's low iri.come uninsured children)] plus 
[50%(CA's peu:entage of the nation's children under 200% FPL)] multiplied by a 
$tate cost factor relative to other states (18,5 percent in California). 

Preliminary estimate of California's share isS581 mlyr thru 2004, increasing 
~adually in 2005-07. 

Eedcral MlII~b RlIte Er:h:aI~ IDSllr:aD~C Q~ti!:m Ill: M!:di~aid EAllaDsi!lIl 
, ' 

• . Regular FMAP increased bra number of percentage points equal to 30 percent of 
the difference between 100 percent and the FMAP percent for the state (65 
Percent in California). , , ·, 

Example: To receive $855 million in federal funds, California's state share would 
beS460 million. " . 

Sta~ Man:b Flc~bili~ • Federally operated or fmancl;:d health care insurance programs may not be 
counted toward the state match. 

• Family cost-sharing contributions can not be counted toward the state match. 
State Plan • To receive payment, states must submit a plan no earlier than October I, 1997. 

The plan must describe strategic objectives, performance goals, and performance 
~easures for maximizing health benefit coverage for targeted low-income children 
and children generally. Plan must have other components, including data 
coilection, state assessment and study, audits, program development process, and . 
program budget. 

I , ., • A state must annually assess the operation of the state plan. By March 31, 2000, 
states must submit to the Secretary an evaluation (with specified components), 
mcluding an assessment of the state's effectiveness in increasing the number of 
klds with health coverage. ' 

. 1The legislation calls for updating state counts of low income uninsured children based on a 3 year average . 

. Allocations after 1998 assume scite proportions of children do not change compared to 1998 allocations. 
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• J 

GOVERNOR PETE WILSON'S RECORD ON 

CHILDREN'S HEALTH 


· In Pete Wilson's first State of the State address, he outlined a new approach to children's 
services called Preventive Government, which shifted resources to the prevention ofproblems 
before they resulted in both human and fiscal costs. 

By increasing children's resources -nutrition, mental health, day care, and substance abuse 
· programs - the Governor affirmed his commitment to preventing problems before they occur. 
By investing in our children's health, the Governor is protecting California's future. 

HEALTHY START 

In 1991, the Wilson Administration sponsored legislation creating the HealtJ?y Start Program, 
which provides funding for:school districts to bring existing local health and social services to. 
the school site in a coordinated fashion to better serVe children and their parents. Healthy Start 
addresses the needs ofCalifomia school children who are struggling with multiple problems 
poor physical 01' mental health, inadequate nutrition, substance abuse, family dysfunction or 
insufficient community support. 

ACCESS FOR INFANTS AND MOTHERS (AIM) 

· Working toward the goal ofproviding every expectant mother in California with access to 
prenatal care, the Wilson Administration sponsored legislation creating the Access for Infants 
and Mothers Program (AIM). The program is designed forlow-income (up to 300 percent of the 

· federal poverty level) women and infants up to age 2 who cannot afford pregnancy care but make· 
too much money to qualify for Medi-Cal, California's Medicaid program. AIM provides 
comprehensive care during pregnancy, 60 days ofpost-partum care and two years of 
comprehensive infant healtlt care, including preventive care and immunizations. Since 1992, 
AIM has served over 25,000 mothers and their children. 

BABYCAL OUTREACH CAl\1PAIGN 

Launched in 1991, the BabyCal multi-media campaign works to combat low birthweight and 
infant mortality. BabyCal's message reaches 80 percent of women surveyed in California and 
generates approximately 6,000 calls per month to its toll-free information line. The campaign 
combines research, advertis~g and community outreach to inform high-risk pregnant women 
statewide about the importaD.ce of prenatal care and a healthy lifestyle during pregnancy, as well 
as the availability of state programs, such as Medi-Cal and AIM, that can help. 

" 
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, ... ' 

EARLY INTERVENTION 

With the passage of the 19'96-97 budget, California nearly doubled the funding for early 
intervention services for children under three years of age who are at risk ofdevelopmental 
delays or who have existin!g disabilities. Since the program's inception in 1993, over 17,000 
children have received eariy intervention services. Children who enter this program receive 
services ranging from medical and nutritional assistance to transportation and family training 

I 

programs. ! 

CHILDHOOD IMMUNIZATIONS 

California has consistently Iworked to increase immunizations for infants and young children, 
including the Governor's proposal in his 1997-98 budget to increase vaccine spending by an 
additional $15.3 million, expanding the number ofchildren receiving these immunizations from 
1.4 million to 1.8 million hI 1997-98. ... . 

EARLY l\1ENTAL HEALTH INITIATIVE 

To prevent mild school problems from becoming major barriers to later successes in both school 
and adult life, the Wilson Administration proposed an initiative in 1991 to assist schools in 
bringing early mental health counseling to children. The Early Mental Health Initiative seeks to 
detect and treat mental health problems in children in grades as early as kindergarten. . . " - ' , ',' . " 

HEALTH INSURANCE PLAN OF CALIFORNIA 

To expand health care insuiance for working families and their dependents, the Health Insurance 
Plan ofCalifornia (HIPC) '-Yas created in 1992, the nation's first statewide small business health 
insurance purchasing pool. ; Since its inception, over 7,000 businesses have signed up with HIPC, 
reducing their health care cbsts by as much as 40 percent. HIPC provides insurance to more than 
127,000 participating families and their dependents, many ofwhom were previously uninsured. 

SIGNED LEGISLATION 
, 

Since 1991, Governor Wilsbn has signed countless bills into law to promote the health and well
being ofCaliforma's chilcJ.ren in all areas ofhealth -- from prenatal care to case management of 
medically fragile children and beyond - and has provided easier access to early and 
comprehensive health care. : 

PRENATAL CARE 

! • 

Ensuring a healthy start for the children of California has remained a top priority for the 
Governor. In an effort to continue and expand prenatal care for low-income women and 
teenagers, the Governor hasisigned several pregnancy-related bills, including legislation 
involving eligibility requirements for pregnant women covered by the Medi-Cal prog:ram, 
statewide genetic testing, arid foster care pregnancy prevention information. 

" 
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CHILD SAFETY 

To avoid future health problems, the Governor has signed laws requiring warning labels on food 
and toxic containers. Also, he signed legislation to help prevent accidental drownings and to 
make child safety restraint laws stronger. In addition, the Governor signed legislation requiring 
minors to wear bicycle helmets and mandating safety features around swimming pools. 

BIV/AIDS 

The Governor has signed legislation to combat the deadly HIV/AIDS virus, including laws 
which required AIDS education in schools, allowed up to three grants to be made to vaccine 
manufacturers for FDA-approved pediatric clinical trials, and required health care providers to 
offer HIV counseling and testing to every pregnant woman during prenatal care. 

I 

TOBACCO 

The Governor has signed s~veral laws to help reduce youth access to tobacco and to protect 
children's health, including the Stop Tobacco Access to Kids Enforcement (STAKE) Act, 
workplace smoking bans, laws prohibiting the sale of tobacco products from vending machines, 
and laws which punish minors who purchase, receive, or possess any tobacco product. 

I 
: 

. , . 
I 
: 

I 


. I 
, 

'. 
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The Balanced Budget Act of1991 recently ~ by Cougress and signed into law by the 
President created a neW federal/state program to CO\'ef uninsured children. The new Children's 
Health Insurance Program - funded through federal payments matched by states - gives states 
substantial flexibiUty in designing approaches to expand coverage. In assessing how best to 
provide coverage to uninsured children. it is important for stales to consider various factors. 
including: ease ofadministration, the estimaled cost pet dU1d, the estimated number ofchildren 
likely to be covered, and whether coverage should be pro...ndecl under a Medicaid entitlement or 
under a capped private health insurance program. 

To provide an independent source ofinfonnatioD about the cost ofcovering uninsured children in 
California, the Henry 1. Kaiser Family Foundation commissioned an lU1alysis by the Actuarial 
Research Corporation (ARC). which provides actuarial assistance to a variety ofpublic and 
private dieots. We are p~eascd to provide you with a copy ofthe technical report prepared by 
ARC. under the direction ofns President, Gordon TrapneU, F.S.A. M.AAA 

ARC's analysis suggests *:hat expanding California's Medicaid program (which is ea11ed 
Medi-Cal) would be subsiantially less expensive than developq a new private insurance program 
as proposed. However, tIlere are many 13clors in additioDtocost which will be weighed by both 
the legislature and tho WDSOD Administration in decidinj on how best to exparad insurance 
coverage for cbil~ inclUding their preferences for an eiiti.dementversus a non-entitlement 
approacli ARC's8naJYsis!: ofthe cost ofthe private insurance option is essentially in agreement 
with the Wilson Admtmstration·. estimate oftheir private insurance proposal.

I " 
\, 

We hope you find this analysis iDfonnative. As other states move to implemem cbildre",'s health 
insurance pro ~ we e:xpect to sponsor similar analyses. Other Kaiser Family Found.at.ioD 
publici.tio 8.reIavaUabJe bY calling our request line at (800) 656-4533. Many are also accessible 
on our si~ at www.kJl.Of'g. For more infonnation, please contact Lany Levitt. Director of 
our C romf~Gtants Pro~ at (650) 854-9400. 

// . : 
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WAllHINCTOJI. DC OFfiCII: 14500 STtwrr. \'tW. SUITBISO WAlt!1NG'tON. DC 20005 102 341.5210 FAX 102 3'7-5274 

www.kJl.Of'g


. SEP-26-1997 10:03 HCF~ ME oBD 410 786 0025 P.03 
\.. 

( 

Estimated Cost of 

aChild Health Program in California. 

I 

prepared by 

Gordon R. Trapnell, F.S~A. 
, Actuarial Research C~rporation 

. for the Kaiser Family Foundation 

. September 10, 1997 



· SEP-26-1997 10:03 HCFFI ME bBD 	 410 786 0025 P.04 

I 
iSummary [ 
I' 

I 
The Balance~ Budget Act of 1997 created a new federaVstate program to cover wlinsured 

children. The new federal1egislation provides states with a substantial amount offlexibility in 
I 

d.esisningtheir child, health insurance programs by expanding their ~sting Medicaid programs, 
creating new statecmld hea.lth insurance programs, or a combination ofbotb. This report 
provides an analysisiofthe cost of covering California cbl1dnm through the options available 

, I 
wlder the federal program. ,I . . 

i 

The analysis ~is based on an August 27th plan presented by the Wilson Administration for 
covering uninsured ~hi1dren in California·· the California Children's Health Plan (CCHP). A 
.key element ofthe proposed CCHP is to expand coverage to uninsured children using a private 
insurance mechanism, which the Wilson Administration has said would be slightly less 
expensive on a per c~ld basis than usin~ the Medicaid program (which is called Medi-Cal in 
California). The Wi~son Administration estimates that the proposed CCHP would cost $74.75 
per child per month, iwhile expanding Medi·Cal would cost $76.60 per child. These figures do 
not il1clude premium contributions made by families or various state administrative costs that 
might be required under either approach. If families made an average $8 monthly premium 
contribution per chila as suggested in the CCHP proposal, then the govemmenCs cost per child' 
under the CCHP wo¥1d drop to $66.75 per month. The table on page 33 ofthe Administration's 
published August 21th plan shows that the estimated total program costs assuming full 
participation at S80~QOO children under Medi-C~l would be more costly than under their proposed 
private insurance ap~ach. 

i 
Our analysis roHows the same basic approach used in the comparative fiscal analysis in 

the August 27'/11 descfipnon ofthe CCHP. Our analysis finds that while the per month enronee 
premium estimate Cor a private insurance plan is only slightly lest than the premium estimated hy 
the AclmiDistratiOll f~ its private insurance proposal.~ the per enrollee cost ofa Medi-Cal 
approach is signifi~tly less than the Administration's Medi-Cal estimate. The primuy reason 
our cost estimates for the Medi-Cal option are less expensive than the Wilson Administration's 
Medi-C8l estimates is that we have assumed that children who will enroll in tbe new program 
will be less expensivb than children currently enrolled in Medi-Ca1. In a tull-participation 
scenario. we find tha~ a Medi-Cal expansion would be significantly less costly than a private 
insurance approach. i(See Exhibit 1) 

In sum, in o~ analysis:
I 

i 
• 	 the ~st ofa private insurance option would be 574.39 per child per month, 

slightly less (..Q.5%) than the Wilson Administration's estimates for its CCHP 
propo~al; . . 

• 	 the c~st of a Medj·Cal approach would be $60.65 per child per month, 
substantially less (-21%) than the Wilson Administration's Medi-Cal estirnate5. 

1 

.. I 
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As a result, we estimate that a Mcdi·Ca1 approach would cost 18 percent less than the 
Wilson Administration's CCHP private insurance option. If the average $8 per month enrollee 
premium contribution per child is used to offset government expenditures under the private 
option, the private insurance option premium would be $66.39. making the Medi-Cal estimated 
cost 9 percent less than the private insurance option amount. 

The Wilson Administration estimates that 580,000 uninsured children would be eligible 
for a new program. Our analysis suggests that ifall ofthese children emolled (and no currently 
insured children dropped private covera.p and became eligible), then using our estimate ofper 
child costs would yield a Medi-Cal option cost for 1998 that would be approximately 596 million 
per year less. than a private insurance option. Ifa family average premium conb:ibution of$8 per 
enrollee per month is used to otfset government expenditures under the private option, 
government spending for the Mc:di-Cal expansion option would be approximately 540 million 
per year less 1han fo~ the private insurance option. 

One reason ~hy using Medi-Cal might be less expensive than providing coverage 
through a private ins~e mechanism is that Medi~Calhas historically paid providers at lower 
rates than private h~th plans. However. the benefits providcdby Mcdi-Cal are more 
comprehensive - and therefore more expensive - than those provided by most private health 
plans (and than those provided in the proposed CCHP). 

2 
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Exbibit 1 

ARC PREMIUM CALCtJLATIONS FOR CHaD HEALTH INSURANCE IN CAUFORNIA 
CY 1998 

fER CHILD PEB. MONIH COSTS 

Medi-Cal Option 

Base Monthly Per Capita $50.32 
Adjusted Beriefit Package 550.22 
Projected to 1998 554.86 
Adjusted to HMO rates $54.31 . 
Adjusted for ~tional Aclministrative Functions 560.6.5 

: 
HIPC-Bascd Consortia Plan (Private Insurance Option) 

Base Monthly Per Capita. 560.03 

Adjusted B~efit Package 567.28 

Projected to .998 570.84 

Adjusted to liMo rates 570.84 

Adjusted. for Additional Administrative Functions 514.391 


eSTIMATED 19~8 AGGREGATE COSTS 

(Maxim:wn-Enrollm~t-Based Calculations, Assu.ming Total Enrollment of580,000) 


, 

Medi-Ca1P~ $422.1 million 
! 

Consortia. Piau - gross $517.8 million 

minus S81n1onth enrollee charge $SS.7 million 


. I 
Net Consortia Plan $462.1 million 

Difference $40,0 million 

, 

SOURCB: EsUmat~ based on analysis by Actuarial Research Corporation. 

IIfan average $8 per month enrollee premium is taken into a.ccoWlt, the government cost 
per child per'month would be 566.39. . 

I 
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Objective 

Our objective is to estimate the cost per child covered of implementing a Child Health 
Program in CalifoI!lia (CCHP) in one ofLWO modes: , 

Q Through an expansion of Medi-Cal income limits and liberalizing asset 
rcslri~tions 

, 
I 	 , 

o 	 Through an independent program as suggested by Govemor Wilson. modeled on 
the California HIPC structure. but with plans Jimited to HMOs (and EPOs) in 
order to keep cost sharing at leve]s suitable for a Jow income population. 

In both cases :We project the incurred cost ofthe first year ofan expansion or new 
program that begins in July 1998. 

Medl-Cal Expansion
I 

1. Base 

We do not have a comprehensive set of premium rates for Mcdi-Cal. but rather. 

• 	 A DBS tabulation oftbe Medi-Cal FPS claims for children other than infants and 
foster'cbHdren, forthe.pcriodJuly 1995 through June 1996. 

o 	 A soJ.Ij.ewhat detailed description ofthe derivation of the original premium rates 
propo~ed {or Local Initiatives and Commercial Plans under the two plan mode] 
county rates from the experience ofthe Santa Barbara County Operated Health 
Plan.togetber with supporting data and information provided in the report ''Two 
Plan Model; Capitation Rates for July 1. 1995 - May 31. 1996 and June 1, 1996
September 30, 1997." . 

a 	 DHS ~ates of the average incurred FFS cost per capita. for (i) members of 
families and (li) foster children for the periods July '95 through June '96 and July 
'96 thTough June '97. In both cases the estimates exclude the costs of those 
institutionalind and. specialized semces for suoh children, and any other services 
not caPitated with the "local initiative" prepaid plans. 

• 	 A conq,rehensive set ofHMO l'ayment rates from several years ago. 

1 
In addition, ~e have a copy of the Capitation Rate Manual for Fiscal Year 199Q-91. 

compiled by the California Medi-Cal aCtuaries, which provides a number offactors concerning 
key financial relationships. 

4 
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Ofthese data sets the most relevant are (i) the rate structure derived from the Santa 
Barbara plan and calibrated with the estimated average FFS claims incurtcd per capita for July 
1996 through June 1997 and (ii) the tabulation, appanmtly on an incurred basis, ofa sample of 
children ages 1·18. The average incurred FFS cost per child per month ofeIiglbility from the 
DHS tabulation for the period July 1995 through June 1996 was 550.32 per eligible per month 
(PEPM). 

i 

This rate is somewhat lower than. the average FFS cost per eligible month in that period 
for foster children in.;the eight counties in which the two plan modal will be implemented, $58.20 
(which was actually higher than the estimated cost a year later of$57.47). This cost PEPM for 
foster children appears to be higher than found iD the tabulation ofa1J children for some 
combination of area differentials (most of the two plan counties arc in the aicas with higher 
average Medi-CaJ costs) and a hiiher average cost for foster children than for children in families 
(which apparently are somewhat older on average and may include more children with·special 
Medi-Cal needs). Both the estimate for foster children and that for all eligible children exclude 
the cost ofexpensive, conditions found in infants. 

Given the ra.etltodology followed by Califomia in setting rates to be paid to hea1th plans, 
the estimated FFS co~ PEPM in July '95 through June '96 appem to provide the most reliable 
basis for an estimate ofwhat the State would offer HMOs to cover an expanded child population. 
(It also necessarily provides the basis for an estimate oftb.e average that would be paid ifthe 
services are not provided through prepaid plam. i.e. on a FPS basis.) The California 
methodology. well documented by the Medi-Cal actuJries in various reports7 has been to: 

i 

• 	 Project the average PFS cost by category ofeligibility. age-sex group and county 
ofresidence 

I 

" 	 Adjust for difference in the average cost ofthose eligible for enrollment in an 
HMO in each category ofeJigibiIity 

<I Adjust for ditIerences in the benefits for which HMOs are responsible and those 
retained by Medi-Cal 

I 	 • 

• 	 Inc~e the per capitas by an allowance for those state administrative expenses 
that will be replaced by contracting with managed. care plans 

i 

• 	 Decrease the re&Ults for the state's share ofmanaged cost savings. 

i 
Prepaid plans'are offered the resulting rates on a take it or leave it basis. 

1 

In addition, the total paid to prepaid plans can not exceed estimates ofwhat would have 
been paid in a FFS system" according to Pederallaws and regulations. Thus the estimated FFS 
cost PBPM controls ~hatcan be paid to prepaid plans under Medicaid. and is by definition what 

S 
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a FFSprogmn would cost 

The rate structure derived by the Medi-Cal actuaries produces nwnbers that appear to be 
reasonable in relationship to those from the FFS tabulation, but :require adjustments for. 

J 

• 	 Deri$.g a rate for children bel ween lit and 1 Sill birthdays from the average family 
memberntes 

, 
I ' 

Area Ciiff'erences between payments in the twelve two plan counties and the entire 
I 

state ; 

Differences in the benefit package offered through the prepaid plans and all Medi
Cal benefits (to the extent that benefits were limited in the prepaid benefit ' 
packages), 

Since each ofthese steps may involve error, we rely here on the rate ($50.23) derived 
from FFS data for a population most like what is to be enrolled under CCHP. However. we note 
that to the extent that the new program will enroll some age groups in larger numbers than others 
(especially ifdistinctions are introduced), this provides a promising base for estimates ofthc 
relative cost ofdiffeJfent age groups. 

I 

2. Adjustm~tI to benefit package ad eligibDity 

By definition. the benefit package would be the same as the fW1 Medicaid program. Thus 
the tab1l1ations ofFFS data cited above exclude services not currently capitated with HMOs. The 
value for the average experience ofall eliglDle children during the twelve months ending in lune 
1996 appears to include all categories ofbene.fi1st including some related to institutional services. 
These should probab~y be excluded fiom the estimate. on the grounds that most needing 
institutional services~an: already eligible for Medi-Cal, and would not be included in the 
expansion popu1ati~. The adjustment appears to be a decrease ofthe order of S.10 PEPM. 

It is not clear;whether the services pmvided to crippled children are included in the base 
data. lfthey were, tb,e cost PErM should be fUrther reduced by around 5% to allow for the 
relatively high cost Per capita oflbis groUP. compared to what may be expected to be found in 
the expansion pro~ 

, 

(3) Projection to Pint Program Year 

Thc period fOr which the base rates were tabulated was from July 1995 through June 
1996. The estimates &om DHS estimates for theavcraae incurred FFS cost per capita for (i) 
members of families' and (ii)'foster childreii for the periods July 1995 thrnugh JUlIC 1996 and I uly 
1996 through June 1997 can be used to ,update this base foranothcr year. The average increase is 
2.1%. ' 

, 
I 
i 	 6 
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TIle resulting rate represents the average cost of FFS Medi--Cal during the period from 
July 1996 thl'Ougb June 1997. We wish to project the cost to the period July 1998 through June 
1999, which occurs two years later ..We project the increase to be 3.5% peT year. After. 
incorporating these two trend factors. the estimated average FFS claims inclJII'ed tor non-infant 
non-foster-child Meai-CaI children is $54.86. 

(4) Adjustments for prepaid plan payment rates 

Medi-Cal has increased payment rates to HMOs by 1% to retlcct the estimated savings in 
Medi-Cal administrative expenses. and decreased rates by a small percentage to obtain a state 
share ofmanaged care savings, e.g. a projected 2% in the calculation oftwo plan county rates. 
The rates are also reduced by around 0-5% to reflect a loss of interest when capitations are paid 
in advance rather th~ claims paid some time after the date on which services are perfonned. 

I 

I 	 . 

After these adjustments, the average payment rates to prepaid plans for Med.i-Cal children 
ages 1 - 18 would be SS4.31 PEPM. 

(5) Medl..c~ admiDistrativeeXpense 

I 

The primary categories of expense that wi 11 be expanded would be expenses relating to 
eligibility determination and emolhnent in prepaid plans. There would also be a modest iucrease 
in the workloads ofthe central staffand auditors. All additional expenses would be marginal 
expeosC8, since the same basic system,s and procedures in place for Medi·Cal would be extended 
to the new eligible ~Ilps. . 

! 

The most imPortant new expense would be dete.nnining eligibility for a large new 
population. There would also be increased cost to calculate a new category ofrates and to 
integrate the new beneficiary class into the CWTent system ofcontracting with prepaid plans. The 
new categories woul~ also produce an increase in auditing expense and the cost to analyze 
encounter data from ~he prepald plans. Even relatively large such increases in the work loads of. 
central st.a.ff, however, would· not produce InQre than nomiDal increases in administrative outlays. 

We have been provided the following information &om the operation ofthe Medi-Cal 
program and plans fqr an expansion through Medi-Cal to cover new eligible children: 

• 	 Medi-<:al reimburses the counties $119.51 per Intake per case (family) and 520.46 per 
month for "ongoing costs". 

• 	 Planning for..,. expansion ofMedi-Cal under the Child Health Program is based on 
payment to the counties of5119.5 1 per case "at least once per case" per year for "intake" 
and ~eterminatiOD" after any year ofcontinuous eligibility and an allowance of$1 0.23 
per month ~ active case. . 
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. The latter amo~nts appear excessive for the marginal costs of administering an expansion 
population under Med;i-Cal. but would produce the S 116.02 projected pet' case (and something 
Dlorc than the $9.67 projected ill the August 27 description. as a monthly cost per eligible since 
some children would *ot be eligible for multiples of full years). 10 additioD, although eligibility 
deteanjnation is the wgest expense ofan expansion ofMedi-Cal, it is not the only additional 
expense. There would also be increases in Medi-Cal expenditures for a: number ofother 
functional C)tpenses, including hearings and appeals, auditing ofpaym.ents to health plans. central 
office staff time, etc. 

The level ofreimbursement to counties, however> appears to be excessive for the 
marginal cost ofdeterWning eligibility for an expansion population in which incomes should be 
more stable, and for which income verification will not have to be performed for all eligibles 
(since many with relat;ively low health needs will never apply). We also note that past 
expansions ofeligibi~ty ofchildren do not appear to have produced significant increases in 
Medi-Cal administrative costs as a percentage ofbenefits Consequently. we will base our 
estimate on an average administrative expense for eligibility of60% of that projected, and 
increase the resu1t by 1% ofthe average benefits per capita (including paymenlS to health plans) 
\0 aUow for other funJnons. . . , 


I 

. This produces an average administrative cost ofS6.34 in·addition to the basis ofpayment 

to health plans, bringing the total estimate to $6O.6S PEPM. 

(5) Payment ~fbad debCs 
,! 

An important effect ofthe expansion shouldbe some reliefto major providers from the 
burden ofbad debts. The primary beneficiaries would be the "essential providers". i.e. 
institutions that now r~eive Disproportionate Share payments and cross subsidies to Federally 
Qualified Health Cen~ers. To the extent that the state's share ofdifferential payments (including 
the extent to which a higher payment rate has been built into the two plan county rates) will be 
reduced by the new benefits. the state's c;ost for the program will be reduced. 

i 

(6) Coverage ~rehildrea !lOW COV1!rM by employer plllllS 

A strong incentive is created by the neVI coverage for families that now pay for coverage 
of their children through employer plans to drop this coverage. Their children would become 
eligible for Medicaid immediately•. 

I 

Medicaid. however, can consider such coverage in determining eligibility. Further, the 
Medicaid eligibility is designed to detect employment and ask about such coverage. and the 
questions would be repeated quarterly. Medicaid has the option (and, ifcost-effective, is 
required by HCFA) ~ pay the employee contn'bution rates to obtain coverage (or persons eligible 
for Medicaid. It should be Doted. however, that this affects aggregate outlays, but not nccessarily 
thePEPM). ' 

8 
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(7) Selection : 

Th.e average r*te PEPM derived above is determined for coverage oflhe full population 
eligible for the cxp~ion. estimated to be some 580.000 children. Tn practice. only some 
fraction of these children would actually become enrolJed, issued health cards an.d enrolled in 
prepaid plans. Thus there would continl1e to be a FFS program pay:ing some claims for eligibles 
before they are enroll~ in. prepaid plans, The method ofestimation impHcitly averages such 
claim payments and the cost ofprocc=ssing with the premium rates paid to the prepaid plans. 

Further, althougb those who are enrolled will include most with major health expenses, 
some ofthe expenses of the potential expansion population will not be paid under the expansion 
because the providers to not find obwninS eligibiJity worth the effort and because some care will 
not be provided to those who do not obtain eligibility. On the other hand., the average cost per 
person found eligible ,will be significantly higher than the average expenditure per potential 
eligible derived above. 

(8) Other consideratioDs 

One pOssible shortcoming oftbe estimates derived above is that the plans may balk at \.hc . 
level ofrates being offered. Since we assume the newly covered group will be offered as part of 
the overall package~ however. a decision to withdraw would necessarily involve losing the rest of 
the Medi-Cal emoltmlmt. For this reason. we only mention the possibility that the increased size 
ofthe contract at what appear to be below market rates may result in some loss ofpotentia1 
co~r.s. . 

Consortia PHalli 

(1) BaSe 

I 

The most impOrtant consideration in the choice ofa baSe is to emulate the procedures that 
will be followed. to determine the premium rates that will be paid for the coverage. A 
fundamental difference bcnveen the procedures used to determine rates for the consortia plans 
offered in Ca1iforma ~ the managed Medicaid plans is that the plans are free to bid rates that 
they believe constitute prudent business decisions, without the impljcit threat ofloss ofexisting 
market share. 

In contrast, in:the managed Medi-Cal program. the prepaid plans must accept the rates 
offered. or nol particiPate. Many have participated despite tl:!.e apparently Jow level ofpayment 
rates offered. Further. ifadditional volume is not accepted,. the plans would lose their present 
share of this market. : It is much more difficult for a HMO managemcmt to decide to drop an 
existing produCt line than to decide not to bid on a new class ofbusiness. 

The most appropriate base for wbich we have adequate publicly avajlablc information 
I 
I 
! 9 
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. from which to estimate the premium rates that would be bid by health plans in a new program 
otfered by MRMm would be the average of the HMO "'Preferred" plans being offered through 
the HIPC. averaged over the areas in which the uninsured children live. This base is most 
appropriate for the CCHP plan because: 

o 	 The mechanism is more like that to be used for CCHP than CaIPERS, since there 
will bel needs to maintain eligibility ron by individual/family. eligibility depends 
on paytnent ofpremiums (oomplete with VoICe periods), there 1IrC enrollments 
taking place throughout the year, etc. 

• 	 In addition, enrollment is open to biased selection through dumping of sick 
employees by very small employers (who constitute a large proportion ofthe 
actual enrollment). 

'" 	 The av~rage is less biased. toward urban areas where there are proportionately 
more civil servants than the ncar poverty population. 

! 
I 

Since we do Dqt have the enrollment by plan in HIPC. nor any rates specifically for 
children living alone, -,we dctennine an adjusted premium rate for those plans offered widely 
throughout each of the six HIPe areas from that charged for single adults using (i) standard 
demographic relationships relating to the average cost ofcovering children and single adults 
through HMOs and (ii) the average Medi·Cal costs ofchildren over age one to that for all 
chi.1c.'lren 'WIder age 19., 

, , 
The next step i~ based on an assumptioD concerning how the premium rates would be 

charged. namely that payments by CCHP would be based on the ~ rate ofprepaid plans 
widely available throughout each county (less 58.00) and famiJies would be responsible for the 
additional premium cI:iarged by the health plan chosen. This would mean that the CCHP 
expenditure would in effect be based on the premium rates ofthe lowest cost plan in each county. 
To siInulatc·this basis .. we based the estimate on the average ofthe lowest cost among plans 
widely available in each area. (We believe that this method (i) overweights areas 1 and 2, 
which have the highest of the lowest premium rates for widely available plans to offset (ii) a bias 
in projecting the lowest cost plans (usually Kaiser Pennanente) to be fuJly available in all 
counties in areas 3 through 6. The result was an average chHd premium of$60.03. 

(2) Adj1Utmeitts to benefit paekage 
l 
I 

We estimate the benefits included in the August 27 descriptive proposa1. (These benefits 
may have to be increa$ed to meet the "actuarial equivalence tests" required by federal law.) 
Accordingly, adjustments must be made for including vision care (including cyeglas..-;es) and a ' 
full benefit package for preventive and restorative setVic::es for dent3.1 care. We estimate the cost 
ofthese additional benefits to be $7~is. . ., 

10 

;,, 
I. 

i 
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(3) Projectio~ to first program year 
I 

The present HIPC rates are for calendar year 1997. We are estimating the average cost 
during the first operating year of a program. that would be in effect during 1999. and perhaps 
begiD as early as July i 998. We project the cost for July 1998 through June 1999. Thus the 
genera.llevel oftates needs to be projected for I.S years. The projection was made at 3.5% 
annually. 

f 

! 

(4) AdmiDlstr~tive expenses 
, 

The average administrative expenses will be significantly higher than cwrently 
e~erienced in theRDlC for: 

• .Enrol~ent. eliBibility determination and premium processing for individual 
family pnits rather tban employers, meaning smaller numbers ofpcrsons per 
contract. . 

o 	 Premi~ collection costs wiU be higher, with more late payments and grace 
period notices and processing. (Dealing with inexperienced family heads rather 
than the administrators of small employers.) 

I 
, 

o 	 More rlq,id turnover, with higher finders fees and enrollment expenses as a 
proportion of total expenses. 

, 
i 

Units are limited to one or more children, without any adults, meaning both 
smaller families and much lower premium per family unit, than found in 
individual insurance. 

I 

Administrative expenses as a percentage ofthe average benefits will be increased for two 
primary reasons:·(i} the additional cost to deal with individual families, especially low income 
families and (ij) the cOst ofadministrative ftmctions will be divided by a much lower average 
premium per unit. I 

Unlike the si~onwith an expansion ofMe<li-Cal, a new operation is to be brought into 
existence under MRMIB. requiring the hiring a completely new staff, renting new facilities and 
purchase or lease of equipment, software, otc. The cost to set up and nm'the organization will be 
a higher percentage of the relatively low premium rates for children compared to those ofthe 
HIPC. Thus there should be no savings compared to the level offunctional costs ofthe HJPC. 
but these will cOnstitute a much higher percentage ofbenefits. 

The primary functional area in which the unit expenses will be greater is in dealing with 
indi.vidual enrollments and aU the anendant problems. The complications will affect both the 
umbrella organization and the health plans, although primarily the fonner. (It is also not clear 

II 
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that the liMOs wm build the additional cost ofdealing with individuals into their bids, since 
many HMOs cross subsidize individual product administrative expenses.} 

i 

Typical adm.inistrative expenses ofhealth insuring organizations that deal primarily with . 
individuals run 15% to 20% or more of ben.cfits (although much ofthis is marketing expenses). 
Further. although the ~verage duration of individual health insurance policies tends to be 
relatively short, e~g. an average ofthrce to four years, turnover in the population to be covered is 
likely to be much higher, perhaps one third to ope halfof the enrollment each year. Further, by 
limiting coverage to children in the families. there is less pnmium over which to spread the cost 
ofadministration. Co~sequently, the average administrative expcmses are likely to t'\U'l e.n order 
ofmagnitude higher than for the current mix ofsmall employer groups. The $50 finder's fees, 
which are payable for nearly all new e.Dtollments, with one-third turnover each year, by 
themselves increase premiums by nearly 2%. 

I 

r 


The most suita.'Ple starting point would be the total administrative costs of the ffiPC 
divided by the number. ofemployment groups. This would be biased upward. since the cost to 
dcal with employment groups ofmany individuals will bebigher than for a family. But the 
calculation is likely to :be more instructive than beginning with the percentage allowance in the 
current HIPC rates. 

In comparison to the administrative costs found in Medi-Cal. allowances must be made 
for the additional functions associated with coverage dependent not only aD eligibility 
determination but on the collection ofmonthly premium rates, especially given the targeted 
income group and the creation ofa completely.separate organization to handle all stafffunctions. 
The latter include: ' 

o Maintaiping enrollment files 

«> 
 . Premium collection (including pursuit ofunpaid ~rniums due) .. Margins to ·filnd uncollectible premiums due and interest on grace periods 
• 	 ColllD'li~sions and finders' fcos 


Accounting, audit. etc.
" 
• 	 Actuarial 
• 	 Investrn~t ofsurpJus 
• 	 Employ~e services and benefits management 
• 	 Insuranecs (e.g. E&O) 
• 	 Provider/plan relations 
• 	 Compliance with regulations and other stafffimctions (e.g. legal, actuarial, etc.). 

,! .'. 	 < '. ., l' t ~ ~., • .-, " ,

COlpOrate overhead . . • 
• 	 Risk/profit charges to fUnd increasing needs for working capital. 

Although this is a highly Wlc:ertain estimate. it is difficult to see how administrative 
expenses could be less than 10% to IS% ofbenefits. This compares to a present level of 
administrative expenses ofa few percent ofpremium built into the rates charged by the HIPC, 

! 

12 
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i.e. an increase ofthe order ofS% beyond the percentage included in HfPC rates. Compounding 
these factors from the base rate yields a fin.."ll cost per child of$74.39. 

i 

(5) Anti-seleeiion 

The average cost per child under the proposed CCHPprogram would be increased by 
limiting eligibility to those willing to pay the premium. This is not reflected in these estimates. 
As with the August 21: proposal's support material. for PUIposes ofdiscussing the reJative merits 
ofalternative implementations. the estimates arc based on a "high cost" scenario reflecting 
enrollment at the total number ofuninsured eligible cbildren ullplied by Census data. 

(6) Coverage ofchildren now CO"cred by employer plans 

A strong incen~ve is created by the new coverage for families that now pay for coverage 
oftheir children through employer plans to drop this coverage .. Their children would become 
eligibJe for the new program 8.fter six months. 

There would appear. to be few barriers to such conversion of child covenlge from 
~ployer plans to CCHP. first. eligibility is only determined on an annual basis, and without 
the kind ofinvestigation that is likely to find all existing insurance coverage. Further, some 
families would decide that a six month waiting period was well wonh having the new program 
pick up a much higher ~roportion ofthe cost. Thus a substantial coverage ofchildren now 
covered by employer sponsored insurance must be anticipated UDder this program. However, as 
noted previously, this primarily affects the aggregate program costs, rather than the PEPM. 

13 
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