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Good Afternoon Senators:

I would like the committees to know six (6) categories of reasons why the Governors plan to impose premiums on Medicaid beneficiaries is problematic:
1. Imposing premiums causes people to fall off of the program which makes them uninsured and disconnects them from vital health care access.  Studies have shown throughout the 40 years of the Medicaid program that cost sharing even at modest levels causes disruption in care and people become uninsured and receive no care or less care. 
2. The persons who would loose coverage are the families that were suppose to be protected as a result of welfare reform to keep them from sliding back to Welfare.  In 1996 Welfare reform separated cash assistance from medical assistance.  As a result Section 1931(b) was created to offers no cost health coverage to low-income families and children,
 
Eligibility for medical assistance was expanded in California as a result of the federal law changes.
3. The Medicaid program is more cost efficient than private coverage.  Medicaid costs are 30 percent less for adults and 10 percent less for children than private insurance.
  Medicaid also has been growing more slowly than private insurance. Between 2000 and 2003, acute care Medicaid costs per enrollee grew by 6.9 percent nationally, compared to private insurance premiums increases of 11 to 13 percent.
  California already has the lowest cost per beneficiary in the country. 
4. Imposing premiums on Medi-Cal beneficiaries is legally problematic.  

a. Federal Cost Sharing Rules - Congress enacted a very precise federal statutory scheme in the Medicaid Act to prescribe which Medicaid beneficiaries premiums can be imposed upon, at what income levels and in what amounts. Nothing in the Social Security Act, of which the Medicaid Act is a part, allows states to waive these provisions and limitations.  In addition, federal regulations implementing the Medicaid Act further prohibit premiums or any similar charges from being imposed upon beneficiaries beyond a nominal amount. 
b. Imposing premiums on Medi-Cal beneficiaries will likely violate state and federal protections regarding retention. For example SB 87, TMC, CEC, DE, Bridging, and other retention requirements
c. Imposing premiums on Medi-Cal beneficiaries may violate due process protections.  Medicaid beneficiaries are entitled to due process protections under the federal Constitution, as well as the Medicaid Act and its implementing regulations.
 Beneficiaries have fair hearing rights on any adverse decision denying, terminating, or reducing benefits.  
5. Imposing premiums on Medi-Cal beneficiaries is not eligibility simplification; it is eligibility complication and will increase costs, confusion, errors, and barriers to eligibility.  
a. The problems of churning. When beneficiaries go off and come back on the program, this is called “churning,” which leads to increased administrative costs with no added benefit. It also increases burdens on beneficiaries and makes care harder to access. 
b. Retroactive Eligibility. Pursuant to federal law Medicaid beneficiaries have 90 days retroactive eligibility – disconnecting beneficiaries for nonpayment of premiums for two months when they may reapply if still eligible and have expenses incurred in the meanwhile covered seems more complicated and costly and would increase administrative burdens and inefficiencies.
c. Increasing premiums will increase Administrative Procedures from a one step process to a Five Step Process.  1) Is the person eligible? 2) Is the person eligible for MC w/out a premium? 3) Has the person paid the premium? 4) What impact does payment or nonpayment have on eligibility? And (5) How does a person get back on MC when terminated incorrectly or moved to a different category based on imposition of premiums?
6. Imposing premiums will reduce eligibility – Eliminating Earned Income Disregards. 
The method for supporting working families is to allow them to “disregard” substantial portions of their earnings to become and remain eligible.  These disregards or “deductions” reward earnings and encourage families to increase their stability, providing them with no cost health care as they get on their feet.    Today, a family can deduct $240 of their earnings plus half of remaining earned income.  Under the proposal, these disregards would not be available for purposes of determining who owes a premium.  A family could only deduct $90 of earnings and if income exceeds 100% of the Federal Poverty Level, they would owe premiums. 
For example, today a family of three earning up to $1826 can get no cost Medi-Cal under the “recipient” income test if they have no other deductions.  Under the proposal, the same family would have to have income under $1396
 to get no cost Medi-Cal.  This amounts to a $430 cut to the income eligibility limit for no cost Medi-Cal for this working family.
 

The underlying purpose of Section 1931(b) Medicaid is to support working families as they become financially stable and establish themselves in the workforce by providing no cost health care when they need it most.  Imposing premiums on this population – who by definition get Medi-Cal at no cost today – will erode this most basic building block of welfare reform and family support.

� Welfare and Institutions Code §14005.30, Medi-Cal Eligibility Procedures Manual Article 5S.  


� Established as a product of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA), which reformed the nation’s welfare system.  


� Center on Budget and Policy Priorities, Future Medicaid Growth is Not Due to Flaws in the Program’s Design, but to Demographic Trends and General Increases in Health Care Costs at 2 (Feb.4, 2005) (citing John Holahan & Arunabh Ghosh, Understanding the Recent Growth in Medicaid Spending, 2000-2003, Health Affairs (Jan. 26, 2005) & Kaiser Family Foundation, news release, A Sharp Rise in Enrollment During the Economic Downturn Triggered Medicaid Spending to Increase by One-Third from FY 2000-03, (Jan. 26, 2005).  See also Kaiser Comm’n on Medicaid & Uninsured, State Fiscal Conditions and Medicaid (Nov. 2004) (private insurance premiums grew at nearly twice the rate of Medicaid per capita spending (12.5% versus 6.7%) between 2002-2004)).


� Center on Budget and Policy Priorities, Future Medicaid Growth, supra n. 2 at 2 (citing Jack Hadley & John Holahan, Is Health Care Spending Higher Under Medicaid or Private Insurance?, Inquiry 40:323-42 (Winter 2003/2004)).


� 42 U.S.C. § 1396a(a)(3); 42 C.F.R. §§ 431.200 - 431.250; 42 C.F.R. 435.911-431.920; see also Goldberg v. Kelly, 397 U.S. 254, 90 S.Ct. 1011, 25 L.Ed.2d 287 (1970)(federal and state laws and regulations governing public assistance create a legal entitlement on behalf of any person who fits within the eligibility standards which the law prescribes).


� The Federal Poverty Level (FPL) is currently $1306 for a family of three and the family would take the $90 income disregard.


� Note that the exact amount will differ per family based on a variety of factors such as whether they qualify for the “recipient” test; whether they can take other income deductions such as child support, work expenses, child care expenses, and educational expenses; whether their income is entirely from earnings or from unearned sources as well; and the family composition and size.  This amount is typical for a family of three whose income is entirely from earnings.  The amount of the “cut” can be even higher depending on these factors.
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