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AGENDA ITEM: 2
DATE OF MEETING: August 13, 2009
ACTION: X
INFORMATION:

APPROVAL OF HEALTH CARE FUNDS FOR ELIGIBLE CHILDREN O TO 5

SUMMARY OF REQUEST

In response to the current Healthy Families Program (HFP) budget deficit of more than
$190 million, First 5 California staff requests the First 5 California Children and Families
Commission approve funding up to $81.4 million to pay for health care premiums and
related enrollment expenses for eligible children ages 0 through 5 in the Healthy Families
Program from August 13, 2009, through June 30, 2010. The expenditure of these funds
is contingent upon the California Children and Families Act (Act) not being revised or
amended during the term of this authorization.

BACKGROUND

First 5 California

In 1998, voters passed and enacted the Act, which tasks First 5 California and the 58
County Commissions with promoting, supporting, and improving the early development of
children from the prenatal stage to five years of age through the implementation of an
integrated, comprehensive and collaborative system of information and services to
enhance optimal early childhood development and to ensure that children are ready to
enter school. It has been determined by First 5 California that health care coverage is an
essential means by which to promote, support and improve the early development of
children and, toward that end, for the past six years, First 5 California has provided
leadership in helping uninsured children obtain affordable health insurance.

The Act contains a provision that is codified in California Revenue and Taxation Code
Section 30131.4. This section provides that no moneys in the California Children and
Families Trust Fund shall be used to supplant state or local General Fund money for any
purpose, and that these funds shall be used only to supplement existing levels of service
and not to fund existing levels of service. The Attorney General’s Office has interpreted
this statute to mean that no moneys from the California Children and Families Trust Fund
shall be used to take the place of existing funding that currently exists for any purposes,
but rather, moneys collected pursuant to the California Children and Families Act are to
be used to add to existing levels of services that currently exist and to supplement those
levels. In short, First 5 funds shall be used to augment, add to or enhance existing
programs, funds, grants and/or services.
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This proposal would provide funding only to expand the HFP beyond the current General
Fund commitment or allocation. No state General Fund dollars would be saved,
reallocated or repurposed as a result of any action taken by First 5 California to provide
funding to supplement the existing level of service currently being provided by the HFP.

MRMIB

The HFP currently provides low-cost health, dental, and vision insurance coverage to
children ages 0 to 18 from families with incomes up to 250% of the federal poverty level
(FPL) who are otherwise ineligible for no-share of cost Medi-Cal. Eligibility for the
program is reviewed on an annual basis. The MRMIB administers the HFP.

The HFP faces more than a $190 million General Fund deficit for the 2009-10 fiscal year
(July 1 — June 30). Further, because the HFP receives approximately two federal dollars
for every one dollar of state funds, the projected reduction to the program for this fiscal
year will be more than $550 million. MRMIB estimates the cost for covering new
enrollees ages 0 through 5 from August 13, 2009, through June 31, 2010, as follows:

PROGRAM NEW ENROLLEES PROJECTED COST
ages 0 through 5 (in millions)

Infants who would have
otherwise been covered by | 2,020 $2.26
the Access for Infants and
Mothers Program (AIM)

HFP — Premiums for
children enrolled between 67,238 $34.23
12/18/08 and 06/30/09

HFP — Premiums for
children enrolled between 6,052 $3.04
07/01/09 and 07/16/09

HFP — Premiums for

children enrolled from 128,105 $39.97
08/13/09 through 06/30/10
TOTAL 203,415 $79.5

By statute, the MRMIB is prohibited from incurring a deficiency and is mandated to
manage enrollment within the funds provided by the budget and/or outside contributors.
The deficit has forced the MRMIB to implement a hard cap on new enrollments, which
was effective on July 17, 2009. In addition, the MRMIB is scheduled to consider a plan to
begin disenrolling children on their annual review date at its next meeting on August 13,
2009. (Attachment A, MRMIB Agenda)

At this time, all new enrollees are being placed on the waiting list through June 30, 2010,
the end of the current fiscal year. Based on historical enroliment and current enrollment
figures, MRMIB estimates that as many as 333,000 children during the 12 month period
will be placed on the waiting list, which totals about 27,750 children per month.
Approximately 25% of these proposed enrollees are children ages 0 to 5. It is important
to note that these figures reflect only those children that are or will be wait-listed and
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does not take into account those children that may be disenrolled if MRMIB is unable to
secure additional funding.

STAFF RECOMMENDATION

Staff recommends that the First 5 California Commission approve funding up to $81.4
million from August 13, 2009, through June 30, 2010, for expansion of the HFP to include
children ages 0 through 5 who would otherwise not be enrolled in the HFP due to
implementation of a waiting list, or who would be disenrolled on their annual review date
due to insufficient funding for the program. Staff further recommends that the First 5
California Commission make the expenditure of these funds contingent upon the
California Children and Families Act (Act) not being revised or amended during the term
of this authorization.

DISCUSSION

It is well settled that a child’s overall health can make an important difference in how he
or she will do in school. A child who is ill might miss class, struggle to keep up with peers
and even experience learning difficulties. Children without health insurance often cannot
get health care, except through emergency rooms, which they tend to frequent only when
they are seriously ill. Further, more than any other time in their lives, infants and toddlers
are growing at an amazing rate. They must receive adequate nutrition, vaccinations, and
treatment for chronic and acute conditions. Likewise, their parents must receive critical
information from health professionals regarding child safety, attachment and brain
development. Research has shown improved health outcomes for children with a
medical home.

As articulated by the National Education Goals Panel (NEGP) in its definition of School
Readiness, elements of which were adopted by First 5 California for its School Readiness
Program, essential elements of a child’s readiness for school include access to health
and social services. Access includes but is not limited to outreach services, such as
health plan enrollment, and the provision of and/or referral to basic health care.

First 5 California has consistently supported the goal of making sure children ages 0 to 5
have the health insurance they need. First 5 California’s Health Access for All Children
Project, a partnership with First 5 County Commissions, is but one example of this
commitment. First 5 California’s commitment of $20 million toward statewide health care
coverage for all children and the State and County Commissions’ prior commitment of
$16.75 million to the HFP are other meaningful examples.

By providing funding for expansion of the program, First 5 California will ensure that
children ages 0 through 5 receive the coverage for which they are eligible and that
California will not take a step backward in the depth of its health care coverage for
children. Moreover, funding an expansion of the HFP will have the added benefits of:

e Leveraging $2 in federal State Children’s Health Insurance Program (SCHIP)
funds for every First 5 California and First 5 County Commission dollar.
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e Ensuring access to coverage for children at the time in their lives when regular
access is most critical.

e Providing access to California Children’s Services (CCS) coverage for severely ill
children who would not otherwise become eligible for CCS.

e Sustaining the existing system of coverage upon which Healthy Kids programs are
built.

Finally, funding an expansion of the program is consistent with First 5 California’s 2008
Strategic Plan.

FISCAL HISTORY

Over the last six years, First 5 California has contributed substantial funding to ensure
children ages 0 through 5 have access to health care, including the Health Access for Al
Children Project and prior expansion of the HFP.

PROPOSAL IMPLEMENTATION COSTS

In addition to the $81.4 million allocation, First 5 California anticipates minor, absorbable
administrative costs related to this item.

As set forth above, health care is an essential element of children’s readiness for school.
The funding allocations set forth below are consistent with prior funding commitments
made by First 5 California to fund its School Readiness Program, as well as language
from the Act which authorizes expenditures to ensure children are ready to enter school.
Given First 5 California’s other funding commitments and contractual obligations,
including matching grant programs such as the School Readiness program, Power of
Preschool, Health Access, Comprehensive Approaches to Raising Educational
Standards (CARES), and the Kit for New Parents, to name a few, this contribution
requires that First 5 California access all applicable and available funding to fulfill this
commitment. Accordingly, staff recommends the following funding distribution:

Media Account: $30 million
Education Account: $10 million
Child Care Account: $20 million
Research Account: $21.4 million
TOTAL: $81.4 million

ADVISORY COMMITTEE REVIEW

Not applicable.

ALTERNATIVES CONSIDERED

Description of Alternative 1

Not provide funding for an expansion of the HFP and instead increase enrollment of

children ages 0 to 5 in the Health Access for All Children Project (CHISs).
Page 4 of 6



Pros

Cons

AGENDA ITEM: 2
DATE OF MEETING: August 13, 2009

Possibly save First 5 California funds for other programs, but this result is
uncertain.

Would result in the loss to the State of $2 in federal SCHIP funds for every First 5
California dollar not invested.

CHiIs do not exist in every county. Currently, there are only 19 CHIs, which would
still leave hundreds of children without health care coverage.

May not necessarily ensure that children who are severely ill receive California
Children’s Services (CCS) coverage. Children in the HFP are eligible for CCS
even if their family’s income is too high to qualify for the regular CCS program.

Description of Alternative 2

First 5 California could take no action and allow the MRMIB to continue the freeze on
enroliment and wait-list all children ages 0 through 5, as well as disenroll children ages 0
through 5 at their annual review.

Pros

1. Save First 5 California funds for other uses.

Cons

1. More than 200,000 children ages 0 through 5 would be without health care
coverage in this fiscal year.

2. Would result in the loss to the State of $2 in federal SCHIP funds for every First 5
California dollar not invested.

3. Would not ensure that children who are severely ill receive California Children’s
Services (CCS) coverage. Children in the HFP are eligible for CCS even if their
family’s income is too high to qualify for the regular CCS program.

ATTACHMENTS

Attachment A - MRMIB Agenda for August 13, 2009
Attachment B - Letter dated August 6, 2009
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FUNDING REQUEST FISCAL DETAIL
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Title of Request:

Health Care Funds for Eligible Children 0-5

X Contract
[] Program Disbursement
[] Special Disbursement

ﬁgr;rggrr:é)rtt:current Upto | $16,750,000 Expendiures | $16,750,000
Current Term of Agreement: | 12/18/08 Through 9/30/09
Fiscal Year Detail
FY 09-10 FY - FY - FY -
New Amount Requested: Upto | $81,400,000 81,400,000
Percent of Available Fund Balance Affected by Agreement 29%
Proposed Funding Term: Through 6/30/2010
_ o 0631 $30,000,000
First 5 California 0634 $10.000.000 X Yes
ﬁsgﬁggﬁit'\)‘/‘:‘mber(s) and Fund 0636 $20,000,000 By:
0637 $21,400,000
Funding available provided expenditure is incremental throughout the 2009/10 fiscal year.
Do our funds | X Yes Commission Funds Leveraged Funds Total Funds
everage o e $81,400,000 $162,800,000 $244,200,000

Explanation: Healthy Families program receives funding from the federal government at a 2:1 match.

Key Deliverable Descriptions

Deliverable Date

Pay health care premiums and related enrollment expenses for eligible enrollees

ages 0 through 5 to the Healthy Families Program.

Ongoing
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Arnold Schwarzenegger, Govarnor

The California Managed Risk Medical insurance Board Board Members

P.O. Box 2769 giffor?:AllemlJy, Fhair
RN reta Crowell, Ph.D.
Sacramento, CA 95812-2769 ' Richard Figueroa
Phone: (916) 324-4695 z:p;’:zzam"im“izs M.PH.
- Fax: (916) 324-4878 Jack Campana
Kimberly Belshé
Dale E. Bonrer
AGENDA

MANAGED RISK MEDICAL INSURANCE BOARD

801 Capitol Mall, Auditorium, State Personnel Board
Thursday August 13, 2009
10:00am-1:00pm

PUBLIC ITEMS BEGIN AT 11:30 A.M.

1. Announcement of Executive Session

2.  Executive Session
a. Review and Approval of Minutes of July 30, 2009 Executive Session (Authority:
Government Code Section 11126) ,
b. HFP Contracting Strategy (Authority: Government Code Section 11126}
c. AIM Contracting Strategy (Authority: Government Code Section 11126)
d. CHIM-Fund Plan Contracting Strategy (Authority: Government Code Sections 6254,
11126 and 11127)
e. MRMIP Coniracting Strategy (Authority. Government Code Section 11126)
Pending Litigation (Authority: Government Code Section 11126(e)) '

=h

PUBLIC ITEMS BEGIN AT 11:30 A.M. }

3.  Review and Approval of Minutes of July 30, 2008 Public Session

4. Federal Budget, Legislation and Executive Branch Activity (Including Healthcare Reform,
Economic Stimulus & Budget)

5. State Budget Update

6. State Legislation
a. Regular Session
i. Bill Summary
ii. AB2 (Dela Torre)
iii. AB30 (De La Torre)
iv. AB1383 (Jones)

b. Special Session

OVER



7. Healthy Families Program (HFP) Update

a.

Waiting List, Fiscal Status, and Alternatives

i, Waiting List Report

ii. Funding Update from the First Five Commission

iit. Efforts to Fully Fund the Program, Options for Cost Savings and Alternatives
Consideration of Findings Pursuant to Title 10 California Code of Regulations Section
2699.6603 to Limit Enroilment Consistent with Funding: Subscriber Disenroliments
Enrollment and Single Point of Entry Report

Administrative Vendor Performance Report

Report on Local Children’s Health Care Coverage Programs Transition to the HFP
and Medi-Cal provided to First Five California

2007-08 Traditional & Safety Net Provider Report

2007-08 Out of Pocket Maximum Report

CHIP Reauthorization implementation

i. Work Plan Update

8. Access for Infants and Mothers (AlM) Update

a.
b.
C.

d.

Enrollment Report

Administrative Vendor Performance Report

Emergency Regulations Modifying Language Concerning Enrollment Limitations
Related to Insufficient Funding

Financiai Report

9. Major Risk Medical Insurance Program (MRMIP) Update

a.
b.
C.
d.

Enrollment Report

Update on Enrollment Cap and Waiting List
Administrative Vendor Performance Report
Financial Report

PLEASE ARRIVE EARLY FOR CHECK-IN AT THIS FACILITY

The MRMIB agenda and minutes can be viewed on the MRMIB web site at www.MREMIB.ca.gov. The
meeting facility is accessible to people with mobility impairments. Contact Stacey Sappington at 916-
327-6204, (or for the hearing impaired, dial 1-800-735-2929 for the California Relay Service) at least
seven days in advance of the meeting to make arrangements for persons who need additional
reasonable accommodations or have special needs. Press/Media Contact: Ginny Puddefoot at
gpuddefoot@mrmib.ca.gov, or (916) 324-0571.
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CALIFORNIA LEGISLATURE
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SACRAMENTO, CALIFORNLA
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August 6, 2009

Mr. David Kears, Chair

California Children & Families Commission
2389 Gateway Oaks Drive, Suite 260
Sacramento, CA 95833

Dear Mr., Kears:

Last December, the California Children and Families Compmission acted boldly to supplement
the level of funding to the Healthy Families Program (HFP) thereby avering establishment of a
waiting list for new enrollees. We were heartened and grateful for the commission’s thoughtful
and deeisive action on this critical program that serves over 1.1 million low-income children.

In the ensuing seven months, the state’s fiscal situation has further deteriorated 1o a point where
we have had lo make painful reductions that would have previously been unthinkable, including
a $124 million reduction to HFP, To make matters worse, the Governor subseguently used his
“blue pencil” to cut an additional $50 million — an action upined by owr Legislative Counsel as
illegal. However, in light of these extraordinary circumstances, we have no choice but to ask
vour assistance again 1o help the children 0~5 who seek 1o enroll in HI'P for their health care.

The Managed Risk Medical Insurance Board (MRMIB), which adrpinisters the HFP, has a
statutery duty to ensure the fiscal solvency for the program. Faced with insufficient funding o
newly enroll eligible children, HFP established a waiting list for the first time in its history on
July 17,2009, Approximately 1,750 children are added to the wait Rst each day. Withowt
additional resources, over 700,000 children could lose access to health coverage through HFP
this fiscal vear. ‘

Helping young children obtain health care has always been part of the core mission for the
California Children and Families Commission. The California Children and Families Act
specifically authorizes funding for programs that “ensure children are ready to enter school,” and
the Commission has long Tocognized the importance of health care lo achieve this cbjective, A1
its July 15 meeting, the Commission reiterated its support for HFP —we are encouraged by this
initial action, and are hopefid tliat the Commission will do everything within its power to fund
the maximum allowable level towards supporting new enrollment,
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Mr. David Kears
August 6, 2008
Page 2

There are three State Commission accounts that can potentially be used w0 provide funding for
the Healthy Families Program: the Education Account, the Child Care Account, and the
Unallocated Account. In addition, any unspent funds from the Administration Account could be
transferred to the Unallocated Account. According to the State Controller, the current balance in
these three accounts (including unexpended Administration Account fupds), is $216 million, We
ask the Comimission to consider using a portion of these fumds to supplement funding levels for
HFP.

Specifically, we respectfully urge the State Commission to approve $81.4 million for the current
fiscal year. These funds would be used exclusively for children ages 0-5, and would supplement
general fund appropriations for the program.

We recognize that even with this allocation from the State Commission, additional funding from
other sources and program adjustments are necessary to avoid disenrclling existing children on
HFEP and removing the wait list. We will do everything we can to minimize the impact of the
budget cuts on the children that depend on the HFP, and are currently in discussions with other
potential partners in this important effort. ' ‘

We appreciate the State Commission’s long-standing support for children’s health care and thank
you for your help.

" Sincerely,

DARRELL STEINBERG
Senate President Pro Tempore

KAREN BASS
Speaker of the Assembly

DS:dp

oc: Kris Perry, Executive Director
California Children and Families Commaission
Commission Members
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