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SENATOR DEBORAH ORTIZ:  This is an informational hearing, and I really want to thank the Administration for being here.  I know it was not something that you were planning to do, but the red flags and to calm people down really was my objective.  


But let me just start today’s hearing by thanking all of you who are here as we consider the Medi-Cal redesign, which I think is one of the biggest challenges that we’re going to face next year.  It’s going to be a huge challenge.


I think Medi-Cal composes probably one of the biggest components of our safety net in California.  It’s been a successful program because it has brought healthcare to literally millions who would otherwise not be able to afford healthcare.  It’s a significant portion of the state’s budget, and any attempts to balance the budget every year come back to this major, major policy area.  There’s a relationship with the federal government that is often changing and even more bureaucratic than what we undergo here in California.  Many of you may not realize, but we don’t have the full redesign proposal here before us.  This is simply an overview.  It’s a general kind of roadmap of how things are going to unfold next year.  If we could do this in a public setting in which our Members have some calm and ease over the interim of what is or is not occurring without the legislative review, I think it’s important.


I was pleased to hear the announcement of the Administration that they are waiting until January.  Restructuring a program that is this complex and that is this important, too, and is really the battleground of the budget debates and challenges, I think it’s really important that the Legislature be a part of that process.  So, the extra time gives all of us, including the Administration and all the stakeholders, enough time to wrestle with a lot of the major proposals that’ll be surrounding the ultimate redesign.


I’ll hold off on my comments.  Let me thank you and let me ask if Members want to make any opening comments before they begin on the redesign.


No.


You may begin.


MS. SANDRA SHEWRY:  Thank you, Senator Ortiz.  Sandra Shewry.  I’m the director of the Department of Health Services.


SENATOR ORTIZ:  Congratulations.


MS. SHEWRY:  Thank you.  Well, my confirmation is next Wednesday, so almost congratulations.


SENATOR ORTIZ:  We’re glad to have you back.


MS. SHEWRY:  Thank you.


The Administration recognizes the importance of Medi-Cal to both the low-income Californians that the program serves—6.7 million as of today—and its importance as a policy and budget item to the Legislature and policymakers in general.  Today Medi-Cal serves 15.3 percent of California’s population.  The sheer magnitude of the program means that in robust or challenging fiscal times, Medi-Cal, as you pointed out, is going to be front and center in policy debates about the state budget, about health policy in our state.  Our goals as an administration in looking at Medi-Cal and a possible redesign of the program is to really ensure the long-term viability of the program.  It’s our assessment that the growth in the program over the last five years requires us to look very carefully at all aspects of the program.  We’ve seen a 1.7 million person growth in the program and a 32 percent increase. . . . I’m sorry, a 41 percent increase in costs.  We think the status quo is very hard to maintain and that we need to really look at the program.


You asked me to comment on what our goals are.  Our goals really have to do with the long-term viability of the program.  We want to maintain current eligibility levels in Medi-Cal, and we want to contain costs and maximize efficiencies.


The Administration announced our interest in redesigning Medi-Cal in January with the introduction of the Governor’s budget.  At that time, we started an extensive stakeholder process.  This was an effort funded by two philanthropies:  the California Endowment and the California HealthCare Foundation.  We held two general stakeholder meetings and then broke down into five workgroups, and the workgroups focused on:  benefit design within the program; cost sharing—and cost sharing includes everything from premiums to co-payments to deductibles.  We looked at the program’s eligibility standards and the processes used for establishing eligibility.  We had a workgroup on organized delivery systems—How is care delivered to people in Medi-Cal?—and a workgroup that focused specifically on seniors and people with disabilities.  And then we had a workgroup that was a real catchall for all the financing issues.


The workgroups were facilitated by an independent facilitator.  They were very well attended.  We think that over 640 individuals participated in the stakeholder process.  There were nineteen meetings of these groups.  In addition, the Department of Mental Health held two stakeholder meetings on issues that impact Medi-Cal and mental health programs.  Our goal during the stakeholder process was not to come to consensus on a particular proposal, but really to generate comments and get the broad community knowledgeable about the concepts that were under consideration.


You asked me to comment on:  What are some of the lessons we learned during the stakeholder process?  Many of these are lessons that you know, and they were reinforced to us in the stakeholder process.  It was very useful.  One of them had to do that we should look at technology, where we can, to improve our eligibility system.  We could make it both quicker, perhaps more economical and more user-friendly by increasing technology.


We talked about simplifying eligibility in the workgroups, and one of the lessons there was that the complexity of the Medi-Cal program is often a reflection of the program trying to serve specific needs of specific vulnerable populations.  So, efforts to simplify eligibility standards really need to take into account:  Why is that category there, and how would a simplification impact that?


We spent a lot of time in the workgroups talking about managed care.  We heard about improvements in access and quality—outcomes that have come from our managed care program.  We talked about ways to expand managed care for families and children to greater geographic areas.  We heard that there are many models to do this.  We have fans of the county-organized health system model—real advocates for it—where a county takes on all responsibility for Medi-Cal in their jurisdiction.  Others really like the two-plan model that we use in many urban counties.  We believe, coming out of the workgroups, that there are models that would now allow us to bring managed care to more families and children throughout the state.


Another lesson from the workgroups is that we have to be careful when we look to managed care expansions that we not destabilize the funding for our public hospitals and our hospital safety net.  The way we finance hospitals today, there is a relationship between hospital care provided through our safety net facilities and fee-for-service Medi-Cal days.  And I’ll come back to the hospital issue a little bit later.


Another lesson from the workgroups was that there are models of managed care that today are serving seniors and people with disabilities.  We heard about On Lok.  We heard about SCAN.  We heard the success of CalOptima and some of the efforts of Inland Empire Health Plan.  And so, it was really good to share more broadly with the community because we are interested in looking at bringing some of the positive aspects of managed care to seniors and people with disabilities.


We talked about benefit design in the workgroups; and the takeaway message there, and one that we went into the workgroups with, is that any modification of benefits really has to be accompanied by an analysis of utilization shifts that may occur—you change one benefit and you see it somewhere else—or any kind of unintended consequences in how care is delivered when you modify benefits.


Disease management was talked about in the workgroups as a very promising next step in how to bring better health outcomes to our low-income populations.


Cost sharing also really focused on:  What are the impacts to both utilization and enrollment that could occur if cost-sharing requirements in Medi-Cal were increased or more stringently enforced?  So, that was a real takeaway message.


The theme in the cost-sharing group was you need to very carefully look at the capability of low-wage families to make any sort of contribution towards the cost of their coverage.


We looked also at the successful program we have in California—Healthy Families—that does include cost sharing and tried to see what lessons we might be able to take from that program.


In talking about seniors and people with disabilities, physical access standards came up over and over.  The desire from those populations to assure they’re being treated in the least restrictive environment was a major theme, and the takeaway message there was there is a lot of opportunity to improve how we deliver services to seniors and those with disabilities.


Another area of takeaway—and I realize I’m going on bit . . .


SENATOR ORTIZ:  No, no.  We asked you to come forward, and I think there are many Members who are watching.


MS. SHEWRY:  Okay, great.


Another area that received a lot of discussion was:  Are there opportunities to draw down increased federal funding for the program?  We have a long list of takeaway ideas from the workgroups that we’ve been going through one by one, seeing:  Is there anything there in maximizing federal reimbursement?


The interaction between current financing for the state’s safety net hospitals and our interest in expanding organized delivery systems or managed care came up in the workgroup process as a very important policy consideration.  And indeed, at the time of the May revise, we did decide not to go forward with redesign at that time because we needed more time to look at the hospital issue.  We’ve made a lot of good progress in working with the hospital community and with an outside consultant.  Stan Rosenstein, our Medicaid director, spent hours trying to look for a solution to this.  Today much of the financing for the uninsured that we’re able to provide to our hospital safety nets comes because of the presence of a fee-for-service Medicaid admission.  We need to look at:  Are there ways to unhook that fee-for-service Medicaid admission and not destabilize the funding for the safety net facilities?


And then the final takeaway from the workgroup in terms of lessons is, overwhelmingly we heard people value this program.  It is a significant program; it provides vital services; and there was, really, the message:  Don’t move too quickly.  And so, at May revise and then at the beginning of your final month of session, we concurred with that; that we need to do this right.  We are committed to coming up with a proposal that makes sense policy-wise but does not have unintended consequences.


What we’ve been doing is working with the hospital industry.  We’ve been meeting with the Disproportionate Share Task Force, looking at the hospital financing issue—and we can talk a little bit more about that.  We’ve also been involved in a project that’s funded by the California HealthCare Foundation.  They’ve contracted with PricewaterhouseCoopers, a consulting firm out of San Francisco, and what they’re doing is they’re designing a methodology in a workgroup comprised of academics, some advocacy groups—we’re participating in it—looking at utilization and enrollment impacts of benefit and cost-sharing changes.  We think we need to have, if you will, a ruler we can use.  There’s a lot of research from other states coming out.  We have our own experience within California.  We need to be able to provide you, as you consider proposals next year, with:  What would it mean to have a $2 co-payment on a service?  What would we expect that to be?  So, to the extent possible, we’re working with this group to kind of come up with a. . . . it won’t be “Do this, then that,” because there will always be a judgment involved, but come up with a methodology that we can all use that would provide a range of estimates on impacts.


SENATOR ORTIZ:  I’m going to interrupt you at this point because I think that’s one of the more alarming areas that always our Members are concerned about, and I think I as well:  when we tier programs or when we look at cost sharing in a very, very vulnerable population, that we make it very difficult to access these programs; that we’ve put a lot of focus and money and resources, I think, too late on the fraud components, and we have yet to realize these savings that are supposed to be out there with rampant fraud.  We do the cost sharing and tiering.  Obviously we are all concerned about what that mean in terms of quality of care or access.  Are we building greater artificial barriers to access?


And I appreciate the fact that there is a more deliberative process to look at the impacts of any proposal because I think that’s what’s raising a lot of concern out there.  That’s one of the biggest flags, so I wanted to interrupt you because I think there are Members who wanted to be in this committee hearing, who may be in their offices; that those are the questions I’m bombarded with.  So, I think that’s really important that you put that out there; that it’s a decision that will be measured and there will be a process in which we’re still going to measure quality of care and access.  What does that mean for the populations that we’re attempting to serve?


MS. SHEWRY:  And, as simple as:  What is the capacity to make a contribution towards the cost of coverage?  So, we’re looking at all those factors before we come out with our proposal.


What we anticipate doing in the next few months is continuing to work with the hospital industry to come up with an answer there—continued on this modeling project—then also bringing folks in to talk about:  What would be the most desirable way to expand managed care to families and children?  What should be the state’s preferred model?  Is there a preferred model?  Should we be looking to county-organized health systems, the two-plan model geographic managed care, or models that might work in rural areas?


We would like to bring folks in and talk specifically about seniors and people with disabilities.  The Legislature’s looked at bills, and we’ve had a project underway at Health Services called the Long-Term Care Integration Project.  Can we include that in our redesign efforts?  This is the idea of managing not only what we would call the acute healthcare services, but all services a person might need, all the way up to their nursing home care.  Really give you the opportunity to do some of that deinstitutionalization or avoid institutionalization.


We’re looking carefully at the proposals that the California Performance Review has put on the table.  There are about thirty-five proposals in the programmatic area that impact health and human services.  Almost twenty-five of them impact health services, and the majority of those impact Medi-Cal.  So, we’re taking those very seriously, soliciting input, and making the determination which of those to recommend that the Governor incorporate into his budget.


A key part of that are the eligibility ideas that CPR has on the table.  They have a concept in there, a very broad one, of looking at how to simplify eligibility and streamline eligibility across a number of health and human services programs.


You asked if the Administration has sought a redesign waiver.


SENATOR ORTIZ:  And that’s really important because that’s one of the stories that a couple of sources said to me:  Well, you know, they sought and they’re negotiating with the federal government on the waiver already and are planning to proceed whether or not they get legislative authority.


Can you address that question?


MS. SHEWRY:  We have not sought a redesign waiver.  We have over twenty waivers in place today in the Medi-Cal program.  Three or four of those are 1115 waivers.  Eleven-fifteen waivers—that’s the section of federal waiver authority that gives the state the most flexibility.  We already have some of those in place, but we have not, as part of this redesign effort, made a request of the federal government.  We have done what many advocacy groups have done:  We’ve tried to get information on what the different waiver models are; what the experience has been in other states.


In my way of looking at it, really, the kind of waiver we will need and whether or not we can do redesign with a State Plan Amendment versus an 1115 waiver or a 1915(b) waiver—these are all sections of federal law that govern the issuance of waivers—will depend on the specifics of the proposal.  So, that will be a determination made after we decide on the actual content of a proposal.  We may not need an 1115 waiver for much of what we might do in redesign.


We have spoken—and I think this is where some of the confusion may have come up—we have spoken with the federal government about the selective provider hospital contracting waiver that the state has.  That is a 1915(b) waiver.  The provision of federal law that is waived in that waiver is freedom of choice.  What we use that waiver for is to selectively contract with a limited number of hospitals in the Medi-Cal program.  This is a longstanding, cost-saving, and access-enhancing approach California has used.  What we do is we contract with a limited number of hospitals.  We concentrate the volume of Medi-Cal members in those hospitals in exchange for good prices.  CMAC negotiates that waiver for us; negotiates the rates.  And that’s a two-year waiver that gets renewed.  It’s been renewed every two years.


Our current waiver expires December 31st of this year, so we have talked to the federal government about that waiver, and I think that is where people have perhaps—rumor mill being what it is—have wondered:  Are we approaching the 1115, a broad redesign?  And the answer is “No.”


SENATOR ORTIZ:  But, considering a reissuance of the waiver that’s in place without any significant . . . 


MS. SHEWRY:  Well, let me talk about that.  And Stan’s here in case I get into any trouble.  You should definitely interrupt me, please, if I do any of this wrong, because hospital financing—very complicated.


In California, a core group of public and private safety net hospitals serve the bulk of Medi-Cal beneficiaries and uninsured patients, and we refer to these hospitals as our “hospital safety net.”  These hospitals rely on Medi-Cal funding for their financial support.  As you know, federal law provides 50-cent matching funds overall for the Medicaid program in California.  With the exception of our Disproportionate Share Hospital Program—the program we refer to as DSH—Medi-Cal can only pay for services provided to people who are enrolled in Medi-Cal.  And so, that doesn’t include funding for the uninsured or indigent populations.


State’s payments under Medi-Cal can be made using state funds or local government funds.  Local government funds can be used in one of two ways:  The local government can make the expenditure, and then we can reach up and grab the 50-cent federal dollars to match with those.  Or, local government can transfer the money to the state—it’s called an Intergovernmental Transfer (or IGT)—and then, that money is used by the state to reach up and grab the federal funds.


We use this second mechanism—the IGT mechanism—in California.  It is entirely consistent with federal law.  It is not consistent with what the federal government’s preferred policy is.  The federal government, through administrative actions, has been increasingly scrutinizing states’ use of this Intergovernmental Transfer.  What the federal government is concerned about is that we will reach up and grab federal dollars and then perhaps not use our matching funds for healthcare; that we will only use the federal dollars for healthcare.


So, they are auditing us today.  Because hospital financing includes these IGTs—and I’ll reiterate again, this is not an illegal practice; it is legal under federal law today—we anticipate the federal government will be asking us, as they have asked numerous states, to phase out the use of these Intergovernmental Transfers.  Waivers are entirely discretionary on the part of the federal government; so, when we go in to have our Selective Provider Contracting waiver renewed this year, the federal government has entire discretion on whether or not to approve a waiver.  It’s different than a State Plan Amendment.  In Medicaid, when we submit a State Plan Amendment, it’s much more up to us whether or not it ends up being approved.  Waivers are discretionary.


We are concerned that the federal government will put the same intense scrutiny on our waiver that they’ve put on other states; and so, we’ve been working with the hospital industry to look at the possibility of shifting how we finance care for the indigent to what is called a “Certified Public Expenditure Model.”  In this model we would basically take credit, if you will, for the funds that local government puts into healthcare, and we would do the accounting in a more direct way than it is done today.  Today we’re using those funds, those local funds, to reach up through the Intergovernmental Transfer and pull down federal dollars.  In this other model, we would directly certify them as expenditures at the local level and reach up.


The model is different than the model used today to finance hospitals, and we appreciate that anything that is different can create unintended consequences and winners and losers.  We have been meeting, trying to go through hospital-by-hospital analyses for our safety net providers to see what the impact of a shift in the method would be.  We are not at final agreement on whether or not it works for all facilities, but we are seeing a light at the end of the tunnel in that it looks like it might offer a different way to provide hospital financing.  We are thinking we will be close, and we are working with the hospital industry so that we can go to Washington together as a unified California voice and say:  We would like to renew our waiver.  At this point, the normal course of events are that we would be submitting a renewal of our waiver this fall.  As I mentioned, it does expire December 31st.  


The three options, really, are to go in for a renewal of the waiver as is, risking the federal government pushing back.  The second option would be to go in with an entirely new method, and the risk there is:  Is there sufficient time to be sure that the method is right and serves our state interests?  And the third option would be to perhaps go in and ask for a short-term extension of the current waiver but signal to the federal government that we are very seriously looking at the alternative methodology.


So, that’s what we’ve been discussing.  We don’t have a decision on that.  We’re meeting as soon as tomorrow again with the hospital DSH task force representatives to see how close we are to understanding if the method works.


One of the promises of the method, in my mind—one of the reasons I’m so interested in it—is today there’s no real room for growth in hospital revenues.  We are capped out on our General Fund contributions.  We’re at our, what’s called, upper payment limit cap.  We’re at our DSH cap.  And so, if we can move to a new method in the long run, there may be a chance for our hospitals to generate more income.


That concludes my remarks, Senator Ortiz.


SENATOR ORTIZ:  Thank you.


I know we had hoped to get through this fairly quickly, but Stan, would you like to add anything?


MR. STAN ROSENSTEIN:  Just Stan Rosenstein, deputy director for Medi-Cal, and I’m happy to be here.


SENATOR ORTIZ:  We’re happy you’re still here as well.  Thank you.


All right.  I think I’m going to hold off on questions because I think we’re going to try to get through the agenda as quickly as possible. But I suspect there will be questions for yourself and Mr. Rosenstein.


Let me now ask our second panel of experts to come forward.  I’m not sure what my staff suggested in terms of timeline, but coming forward is a presentation by the California Budget Project as well as the Kaiser Family Foundation on significant issues in Medicaid/Medi-Cal regarding waivers, caps, budget neutrality, cost sharing, et cetera.  I think our first speaker is Alina Salganicoff, and I’ll allow you to introduce yourself for the record.


Welcome.


MS. ALINA SALGANICOFF:  Thank you very much, Senator Ortiz and members of the committee.  My name is Alina Salganicoff, and I’m vice president and director of California Health Policy for the Kaiser Family Foundation.  The Kaiser Foundation is a healthcare research organization that’s not affiliated with Kaiser Permanente or Kaiser Industries.  


I’m really pleased to have the opportunity to share with you today some research that the foundation is tracking and analyzing on Medicaid waivers and their impact on low-income populations.  Today what I’d like to do is give you just a very quick overview on waivers and what some states have been doing and provide you with some new research information that we have about Oregon, particularly on an area that you were very interested in, which is the impact of cost sharing and premiums and caps on enrollment.


SENATOR ORTIZ:  Let me make sure because, again, that’s the big red flag, as Ms. Shewry knows, which goes to the presentation of our director.


MS. SALGANICOFF:  Right—because those are some of the issues that California has been considering in looking at their redesign proposal.  


SENATOR ORTIZ:  And it’ll pose, as our legislative process unfolds next year, sort of the focus of how we test some of the policy recommendations that will come out of the Administration.


MS. SALGANICOFF:  Right—because there’s an emerging body of research about these particular issues.


I have some handouts, and I don’t know if you have them there.


SENATOR ORTIZ:  We have those.


MS. SALGANICOFF:  Okay—if you’d like to follow along.


As you probably know, Medicaid waivers, what they do is they allow states to waive part of the federal Medicaid statute, and generally speaking, there are two kinds of waivers.  There are those that are the Medicaid-only—what we were talking about earlier:  the hospital contracting, those that allow states to mandate, enrollment into managed care, or to have home- and community-based services.  Those are often the 1915, often 1915(b), waivers.  The other type of waiver is the 1115 waiver, which is sometimes called the Research and Demonstration waiver.


California actually does have two 1115 waivers.  One is the Family PACT Program, which is the family planning program, and the other is the L.A. waiver, which I’m sure we’re all very familiar with.


SENATOR ORTIZ:  Is that still around?


MS. SALGANICOFF:  What the state has been discussing, what some of the other states have done, is very different than the L.A. waiver.  It’s kind of its own thing.


More recently, states have moved to having more comprehensive waivers really to restrict your program eligibility, benefits, cost sharing, and premiums.  These waivers are sometimes called HIFA waivers.  This is the Health Insurance Flexibility and Accountability initiative that was forwarded by the Bush Administration—the CMS—in 2001.  We know that there’s not an official waiver proposal, but this is one of the waivers that people have been exploring here on the state level.


It’s important to know that these 1115 waivers have to be budget-neutral; that is, that the federal government will not put more on the table than it would have absent any other changes.  This has typically been enforced by either using a per capita cap or a global cap.  And we’re going to hear more, I think, with Jean Ross’s presentation about caps.  But this clearly does shift more of the financial risk onto the state if there are any unexpected changes in either of the healthcare costs or in illnesses that may affect our population here in the state, the economy, or generally the health of the population.


So, a handful of states have actually adopted these comprehensive waivers, and they have certain features in common, including reduced or tiered benefits, the imposition of premiums and cost sharing, enrollment caps, premium assistance for some of those who have access to employer-sponsored coverage, and in some cases the use of CHIP funds to cover adults without children.


SENATOR ORTIZ:  Which we had hoped to do before our budget . . .


MS. SALGANICOFF:  We had hoped to do that.  That’s right.


So, now what I’d like to do is actually turn to some research that’s emerging from Oregon and from some other states, but Oregon in particular.  This research is from a research collaborative that was established to really help inform state and national policy about the impact of the changes that are being made in Oregon, and it’s funded by the state, the Robert Wood Johnson Foundation, and other funders as well in Oregon.


First just a little background:  In 1984, Oregon got an 1115 waiver, and they started the Oregon Health Plan, which is basically the name for their Medicaid plan.  And that really allowed them to do some major expansions in Medicaid eligibility.  In 2003, they redesigned their program and added a HIFA waiver.  This new program was called OHP2, for Oregon Health Plan 2.  This all occurred in the midst of a tremendous budget crisis that Oregon was also facing.  They also made some major rollbacks in benefits, such as mental health coverage, substance abuse, and also eliminated their Medically Needy Program.


With this waiver they created a two-tiered benefit package, one called OHP Plus, which was for the traditional Medicaid or mandatory populations.  They had the same benefit package.  They did do a small expansion basically expanding eligibility from 170 to 185 percent of poverty for pregnant women and kids.  But then they developed a new program called OHP Standard, and this program was initially going to be expanded.  They had the best of intentions, as they had said, to expand up to 185 percent of the poverty level, but the budget crisis, like California, really forced them to roll back.  They scaled back, and they expanded to 100 percent of poverty.  This program had a scaled-back benefit package.  It had a cap on enrollment, which, actually, they had to implement last month; a sliding scale charge on premiums, ranging from 6 to 20 dollars, and this is for all people who are under 100 percent of the poverty level; and they had a lockout.  Basically, if individuals missed paying one premium payment, they were automatically disenrolled, and they were locked out for six months.  This group also had a reduced benefit package that didn’t include mental health, substance abuse treatment, DME, vision, or dental services.  And until recently, the patients were charged co-payments that ranged from $5 for a doctor visit to $250 for hospitalization, but a recent court ruling has barred the state from charging co-pays on this population.  So, that’s not happening right now, but they still are charging premiums.


So, what was the state thinking when they developed this program?  I think initially they wanted to expand coverage to 185 percent of the population.  They were planning on using revenues from the premiums and co-pays to fund this expansion.  They wanted to keep churning down.  As we know, having people go on and off Medicaid is a major problem.  Therefore, they instituted the automatic disenrollment and lockout as, really, an incentive for people to pay their premiums and stay enrolled.  They also wanted the package to look more like a commercial package, thinking that these were going to be people who were going to be transitioning eventually to employer-sponsored coverage.


So, what happened?  About nine months into the new program, enrollment fell for the standard group 45 percent—from about 100,000 to over 50,000 enrollees.  The state’s own research shows that the group that was the most affected were the poorest and single adults; but really, all income groups within that poverty, that expansion group, fell.  Other studies have also found that enrollment declines when premiums are charged to a low-income population, not just the poor.  And so, that’s something that over and over we found—that when you charge premiums, your participation is always lower.  They also conducted a survey to find out what had happened to those who lost coverage, and they found, sadly, that nine to thirteen months later, nearly three-quarters were still uninsured. 


As we know from a large body of research, those who are uninsured, especially those who are poor, are very likely to delay or go without needed care.  And in Oregon, of those who were disenrolled, 57 had not filled their prescription due to cost, 60 percent reported an unmet health need, and nearly 80 percent had an unmet mental health need.


You’ll remember that the group that was enrolled had a reduced benefit package and also faced significant co-pays.  This group faired slightly better but still had very high levels of unmet need.  And when they asked them:  What was the reason for your unmet need? they found that cost really played a major role.  One third said it was because the care cost too much; one quarter said that they did not have the co-pay.


When they looked, then, to utilization and the safety net, they also had some pretty sobering findings.  They found that those who lost coverage were nearly three times more likely to have no usual source of care and were four to five times more likely to report to the emergency department as their usual source of care.  The loss of coverage also increased the likelihood of an emergency room visit among individuals in the lowest income group and among those with chronic conditions.  They also surveyed safety net clinics who reported that they were using funds that were basically earmarked for the uninsured to pay for prescription drugs for these people who had lost their coverage.  The clinics also felt that the co-pays resulted in higher rates of no shows and poorer follow-up care.  You remember physician visits were a $5 co-pay.  If you had any lab work, that was an additional $3.  This was a very poor population, and that was, really, unaffordable for many of them.


So, really, I think that there’s some really important lessons for California from the Oregon experience.  The first is, when you change the benefits or the co-pays or the premiums to a very vulnerable population like the Medicaid population, they’re likely to be significantly affected.  How a program design is administered can be actually as important as the design itself, as you saw for the premiums, for example.  The lockout and the automatic disenrollment, I think really pushed people off the roll even faster than they would have otherwise.  And cost sharing, which in this program was actually very modest by commercial standards, was really very burdensome for this very low-income population and resulted in barriers to care for them.  As we know, even with the best of intentions, which was initially a significant program expansion to 185 percent of poverty, really, the budget ended up driving the program.  And with the budget deficits that Oregon experienced, they were really never able to afford the expansion—only to do a very modest expansion, again, of this 170 to 185 percent group.  They had to roll back benefits, they had to cut the Medically Needy Program, and ultimately, they had to implement an enrollment cap in the state.


They did achieve some short-term savings, but these were actually from unanticipated reductions in enrollment and use of healthcare.  Also, many of the other changes in Medicaid, they were outside the scope of the waiver—such as the cutbacks in the benefits—and ineligibility resulted in higher rates of uninsured, which also put additional stress on the safety net.  We well know that needs don’t disappear when insurance does, and this population surely does have significant healthcare needs.


And finally, I think another important thing is, because they had, really, an adequately funded evaluation that was able to produce data in real time, this has been an incredibly useful information tool for policymakers, both in the state and nationally for us here as well.  So, I think that’s going to be a very important thing for us to consider here in this state.  Certainly, Oregon doesn’t have the sheer magnitude and diversity of the California Medi-Cal program, but I think that there’s much to be learned from their experience.


And I’d like to thank you again for the opportunity to present today and happy to take any questions.


SENATOR ORTIZ:  Thank you, I think, for those, unfortunately, sobering data.  At some point I’d like to get a comment from Ms. Shewry as to whether or not those models are going to be looked at and provide us with some variables to measure.  It’s alarming:  95,000 people to 50,000 who simply fell off and had no coverage, yet were still without coverage months later.


MS. SALGANICOFF:  And they found, actually, that even a year later, that they had only a basically 2,000-person increase in the roll.  So, these people did stay off.


SENATOR ORTIZ:  I appreciate that.


Ms. Ross, you’re the next speaker.  Welcome.


MS. JEAN ROSS:  Thank you.


Jean Ross, and I’m the executive director of the California Budget Project, and I thank the chair and Senator Vasconcellos for taking time to help educate yourselves on what will be a very critical issue for the Legislature to consider.  I’m certainly mindful in my comments that we do not have a proposal before us to respond to, but we’ve a lot of concepts that came out through the stakeholder process; a lot of ideas that may or may not make their way into the Administration’s final proposal.  


First I’d like to echo the comments on the Oregon experience, and I think they’re particularly important because Oregon went into the waiver process for all the right reasons:  They wanted to expand health coverage.  They certainly did not want to see their costs increase dramatically, but it was not entered into in order to achieve savings.  They wanted to make a better Medicaid program that served more Oregonians.


We are particularly concerned—and I think my goal is, really, to urge your caution as this moves forward—that at the outset, one of the goals, at least as stated in the Governor’s January budget proposal, was to achieve savings.  I think Director Shewry was fairly clear that cost considerations are a motivating factor.  And I think that that certainly, in terms of some of the options that would be considered, will have an influence on what proposals or what options might make their way into a final waiver proposal.  Certainly, Medi-Cal plays an incredibly important role in the healthcare system in California, and I think, again, Director Shewry made some very good comments in terms of the number of Californians:  One out of every five Californians gets their health coverage through Medi-Cal; one out of every four seniors.  Medi-Cal dollars play a critical role in the solvency of California’s hospital system, and particularly safety net hospitals that serve those without access to health coverage.


Really, my goal, as I said, is to urge your caution, and I want to urge caution for the reason that I was asked here this afternoon, which is to talk about some of the issues around so-called budget neutrality and what conditions the federal government might impose on California—and impose not because they’re bad guys, but because it’s what federal law tells them they have to do in terms of capping federal dollars that would come into California.


In exchange for an 1115 waiver, federal law requires that the federal government limit their financial exposure to no more than they would have paid in the absence of a waiver.  Typically, they do that by imposing either a per capita cost—that’s a cap on what the federal government contributes for each individual covered through the proposal that would be adjusted for inflation over time, and since it’s per capita, it automatically would grow or shrink as enrollment in the program would expand—or, alternatively—and I think this has been the less preferred manner historically—would be to impose a global cap, and that would be a cap on federal dollars not adjusted for changes in enrollment.  I think that’s particularly an issue for California because we do have an expanding population and an expanding population that lacks health coverage in California.  That would be based on historic total spending; again, adjusted for inflation.


Certainly, when a proposal for an 1115-motivated redesign came out in January, I think I had to do some rewiring of how I thought about the 1115 process.  And I think, perhaps, some of you may share that because I think California historically has had a fairly favorable experience; certainly through the Family PACT Program, which I think most of us consider to be a tremendous success for California.  Although I know it was particularly painful for those directly involved, the Los Angeles County process, I think, did a lot to stabilize the county health system at a particularly critical time.  My general comment to that was:  That was then, this is now.


All of the experts—policy experts, congressional staff—that we work with at the federal level will tell you that there has been a tremendous shift attitudinally within the federal government to how they look at enforcement of budget neutrality in negotiation of waivers, and I think some of that is, certainly, philosophical with regard to this Administration.  I think it’s also motivated by the fact that the federal budget is facing deficits of record level—trillions and trillions of dollars—and that situation is only going to get worse.  And so, I think, certainly, they are looking for ways to limit their exposure in a fairly aggressive way.


And that leads us to be particularly concerned about some of the assumptions that go into building a waiver and some of the vulnerabilities for California.  I think Alina and I are sharing some of Cindy Mann’s (who is a researcher from Georgetown University) handouts in both of our packets, but there is something that looks like this in my handout which looks at what a very small change in assumptions regarding healthcare cost inflation might mean with respect to this state’s financial exposure over the typical five-year period that a waiver might apply to.  Right now, every dollar that state costs go up, either because of policy changes, reimbursement rate changes, or enrollment changes, the federal government matches with a dollar.  If you cap that on a per capita level for each person that comes into the program, federal dollars will remain that 50/50 share.  But if your assumptions regarding the cost of healthcare change by even a small amount, the state would be on the hook for 100 percent of that difference.  If you take an assumption 7.2 percent inflation in healthcare costs—fairly typical in line with what CBO is projecting for the Medicaid program—that would lead to, over a five-year period, $11.5 billion in additional costs at California’s enrollment levels.


SENATOR ORTIZ:  I just want to make sure.  You’re saying $11.5 billion over a five-year?


MS. ROSS:  Over a five-year period, if you inflate the cost of the program.  Actually, I’m going to come to this in a second.  The good news is, is California’s costs have actually been increasing on a per beneficiary level by a much lower degree than that, and I think that’s one of the things we don’t often hear about—what the state does right.  That’s one of the things we’ve done right.


A little difference:  An 8 percent rather than 7.2 percent increase in healthcare costs, that would add an additional $4.2 billion in cost for Medi-Cal over a five-year period.  Current law:  50/50.  The feds pay 2.1, the state pays 2.1.  If you had a per capita cap, on the other hand, the state would be on the hook for the whole $4.2 billion; a $2.1 billion difference.  As you know, just coming off of this year’s budget negotiations, that’s a lot of money, even a budget the size of California’s.  Again, we’re not talking about dramatic changes in costs.


There’s another graph in my handout package which traces the growth of AIDS cases in the late 1980s through the 1990s in California.  I included this just to illustrate the fact that we don’t know what the next new epidemic might be in California.  Hopefully, there won’t be one.


SENATOR ORTIZ:  Diabetes.


MS. ROSS:  Very well could be.  Alternatively and more positive, we don’t know what the next new breakthrough drug might be.  We’re seeing tremendous advances in medical technology but often at a fairly high cost.  And again, that could easily tweak by a couple of tenths of a percentage point cost inflation in healthcare, and that could leave the state with tremendous financial liability in future years.


California—and again, this is why I would particularly urge your caution—California is, I would argue, ill-suited to really respond to added cost pressures, in large part because the state has been so incredibly cost-effective in the Medicaid program.  And again, I think this is something we’re not used to in California.  California is dead last—51st—among the fifty states and District of Columbia in what we spend per Medicaid beneficiary.  We spend 55 percent of what’s spent on average nationally for Medicaid, and I think that really shows something that the state has done right in a very significant way.  Moreover, if you look at recent healthcare cost inflation in Medi-Cal:  4 percent—not annual—4 percent total growth per beneficiary between ’01-’02 and ’03-’04.  During the past three years, on the other hand, private health insurance premiums. . . . not in your packet.


SENATOR ORTIZ:  Yes.  So, the 4 percent . . . 


MS. ROSS:  Four percent in ’01-’02, added to the growth in that year, next year, next year, three years summed, total growth per beneficiary of 4 percent.  Again, that’s something the state has really done right.


SENATOR ORTIZ:  I chuckle because, of course, when we’re debating Medi-Cal and all of these through the budget process over months, the headlines and the debate and the discussion is about how much fraud, waste, abuse—you know, bureaucratic waste.


UNIDENTIFIED:  [Inaudible.]


SENATOR ORTIZ:  No.  That’s my point.  We’re a pretty lean organization, and every year we’re chipping away at it.


MS. ROSS:  Private health insurance premiums same period went up 38 percent.  I can tell you as a small employee, we’re seeing 25 percent annual growth.


SENATOR ORTIZ:  And we want to mimic the private sector managed care model?


MS. ROSS:  It’s, certainly, some reason for caution there.


SENATOR ORTIZ:  The efficiencies in the Administration of going to those models—and I’m not suggesting the Administration’s. . . . they have a better understanding of what might work there—but the general debate in the public is about how the private sector does it so much better.  I think that we could probably teach and educate on some components in our non-private-sector model.


MS. ROSS:  I’m ready to sign my staff and myself up for Medi-Cal when I saw what the annual increase in Medi-Cal per beneficiary costs were compared to what we’re paying in the private market.


Federal Medicaid costs are going up 22 percent during the same period.  So again, it’s not even that Medicaid does it significantly different than private health insurance, it’s that California has held down costs far more aggressively than Medicaid programs nationally.


SENATOR ORTIZ:  I appreciate you mentioning that.


MS. ROSS:  It’s always good when we do something right to highlight that.


And finally, to close—again, I think all of these facts suggest that California doesn’t have, should it face additional cost pressures through new diseases, new cures, new treatments, a lot of room if you’re trying to hold down costs under a cap.  We believe that you would be forced to either look to spending all state dollars to go above the cap, to look to ways to limit services provided to Medi-Cal beneficiaries, or probably more likely, because that’s where the real money is, to scale back eligibility for certain categories.


SENATOR ORTIZ:  I know that you’re closing, but we keep coming back to those three areas when we have discussions about Medi-Cal and reforming or fixing.  It really goes to:  Do we change the eligibility?  Do we change the scope of services?  And the third is . . .? 


MS. ROSS:  Reimbursement rates.  California is so low with respect to what providers are reimbursed.  We’re typically down in the 45th, 46th, 47th in terms of the rankings of provider payments, and I think you’ve certainly heard a lot in this committee about what the low provider rates are doing to access in California.  I don’t think you have a lot of room to move there.


So, I think the real issue is:  Do you provide fewer services or services to fewer people?  I think what Oregon did right, again, was to study exhaustively what happened as a result of their waiver, and I think, certainly, their experience shows that you end up with fewer people receiving health coverage. 


So, a couple of things that I would urge you, in closing:  first, to look to ways if you feel like you need to change the Medi-Cal program.  There are a lot of things you can do without going into waiver negotiations that would subject the state to budget neutrality or a cap.  There’s a lot that can be done through a State Plan Amendment.  The state certainly has a more powerful position vis-à-vis the federal government in a plan amendment, and there is a lot that you can do there. 


Second, I think the Legislature should be very cautious not to relinquish an ounce of your oversight or legislative authority with respect to the policy changes that might be made with respect to a waiver proposal.  And I think that’s particularly important because I think there is a bit of a trend that’s coming up through some of the budget agreements that were made under this Administration to look for short-term savings, even if it’s at the extent of long-term costs.  I think that’s always tempting.  I think this is too important of a program to do that.


Finally, I would say in response to the Pricewaterhouse modeling process—and this is sort of small in comparison to some of the other points I hope you’ll come away with—I think a number of us are concerned that that modeling process is less than transparent.  Pricewaterhouse has said that a lot of the assumptions that go into it are proprietary, and I think that gives us some reason to be very concerned about our ability to understand some of the results of that and I think certainly for you and your staff to understand some of the results of that.


The bottom line is, if you’re looking at this as a way to save money, the odds are the only way you can do that is to cut back on the number of people who receive coverage through Medi-Cal.  The drivers in the system are population growth.  They’re the fact that we’ve seen in California a movement away from employment-based job coverage.  Employers are terminating coverage.  A lot of those people are ending up on Medi-Cal, and I think there are some broader public policy questions about the extent to which you want to begin to address the problem with Californians without health coverage.


Thank you.


SENATOR ORTIZ:  Thank you for that.  As always, a very informative overview and your hard work, and I suspect we’re going to continue to hear from you next year and welcome you back as well.


Senator Vasconcellos?


SENATOR JOHN VASCONCELLOS:  Ms. Salganicoff, on the Oregon data—my staff person here knows this better than I do—but on the impact of the changes in Oregon, have they measured the changes on month-to-month uncompensated care expended for Oregon hospitals?


MS. SALGANICOFF:  I’m sorry?


SENATOR VASCONCELLOS:  Have they measured the impact of the changes on the amounts of uncompensated care expended for Oregon hospitals?


MS. SALGANICOFF:  I know that they’re looking at a lot of the utilization and the impact on the safety net.  They have a lot of projects that are underway.  I don’t think that that particular. . . . they’ve done some work and looked and seen that because of both the waiver and because of the reductions in particularly mental health coverage and in substance abuse treatment, that they’re finding much higher use in the emergency departments.  For example, in Oregon Health Sciences Center, they found a much larger . . . 


SENATOR VASCONCELLOS:  Is there more of that information pending?


MS. SALGANICOFF:  Yes.  They have quite a bit of research actually.


SENATOR VASCONCELLOS:  Soon?  Or do you know when?


MS. SALGANICOFF:  I don’t know the day, but I know that they are very sensitive as well to how this is all kind of real time, both within the state and other states, and are really looking at that.


SENATOR VASCONCELLOS:  They got it from my advice that some of the bias of _____________ is to shield the hospitals from a lot of people ending up there without being on Medi-Cal, if that’s going to have the adverse effect of burdening them with this cost.


MS. SALGANICOFF:  Right.  And as I mentioned, even though the coverage goes away, the need is still there.  You know, those with the greatest need often end up in emergency rooms.  That’s where we see them.


SENATOR ORTIZ:  Thank you for your very thorough information.  As I mentioned, Members will be calling you back next year as we unfold, and the Administration as well.  Thank you.


Our final panelist is Bob Sertich from the California Performance Review.  I really appreciate you coming forward, and all involved, because I know there was much concern about the CPR as it was announced and the Medi-Cal redesign and assurance of the Administration that we’re not going to do anything until January and whether or not there was any overlap—and if so, what is it?—so that we can see that blueprint for next year as well.  So, I thank you for coming and accommodating the committee request.


Welcome.


MR. BOB SERTICH:  Thank you, Chairperson Ortiz and Senator Vasconcellos, for the opportunity to present an overview of the California Performance Review (or CPR, as everybody’s calling it) and the issues that are affecting the Medi-Cal program that are in the CPR.


My name’s Bob Sertich.  I was the co-team leader of the health and human services portion of the performance review.  I’d like to provide a little background about the review and then just a quick overview of the recommendations.


A little background is, is in the State of the State message that the Governor made in January, he said he wanted to cut waste and inefficiency in government.  Then, in February, he created the Performance Review.  He contacted an individual named Billy Hamilton, out of Texas, who had worked on several performance reviews in Texas as well as the National Performance Review in the nineties at the federal level.  The idea is that we wanted to create ideas to better deliver government services, and our goals were:  a focus on putting the people first; streamlining government processes; and on saving the state money.  All three of those things.


CPR used current and former state employees to research issues and develop the issues included in the report presented to the Governor on August 3rd.  Overall, there were 275 people in the CPR project.  On the health and human services team there were 20:  16 current state employees, 3 retired state employees who came back to do this work, and one former state employee that was hired on contract to do the work.  Terri Parker, former undersecretary of Health and Human Services and chief deputy director of the Department of Finance, and I were the team co-leaders for health and human services.  She could not be here today because she’s out of town at a commitment in her current job, which is the California Housing Finance Agency.


I have twenty years of management experience in state health and human services, in the departments of Developmental Services, Health Services, and Social Services.  I’m currently at the Department of Social Services—and within the last two weeks.


SENATOR ORTIZ:  I should say congratulations?


MR. SERTICH:  Thank you.


Overall, the HHS team had nearly 500 years of state experience in health and human services, including three former department deputy directors and one former department director.  These employees took four-and-a-half months out of their state careers or retirement to work on the report.  Nearly all of them have returned to their regular state jobs at the end of the project in mid-July.  Or retirement.  Some of them went back to retirement.


Essentially, the report is standing on what’s there—what’s written and what the sources are that we’ve provided in the report.  The folks that have done these can be called upon, but they are doing other state jobs.


The development of the report took four-and-a-half months and followed a disciplined research approach that included interviews with government officials, both within and outside of California—state level, local level—and interviews with many interest groups.  As I had mentioned, the approach was adapted from the Texas model of performance reviews that we started in the nineties, and then also the National Performance Review that was done in the nineties.  We also reviewed written reports and statistical reports—innovative efforts that had been developed in California and other states—and considered ideas that may have been researched or developed earlier from universities, think tanks, and elsewhere.  Overall, our thirty-three issues that we have published had over nine hundred sources.  Three hundred and fifty of those were from personal interviews with local government, interest groups, other state government officials, and five hundred and fifty were from published sources, reports, Internet issues, proposal reviews in state government, like from the Bureau of State Audits and the Legislative Analyst.  There has been some issues about secrecy and thoroughness, but we believe we did a pretty broad approach in the time that we had to do it, and we talked to a lot of people.


But it’s only the first phase.  We issued the report on August 3rd.  In that report, all of the sources are documented through the end notes with each paper, and you can clearly go through and see who we talked to.  But that’s only the first piece.  The Governor now has said we are going to have another vetting of these issues.  In health and human services, the secretary has sent a letter out to the major stakeholder groups asking for their input.  There’s going to be a hearing conducted by the California Performance Review Commission on August the 20th in San Diego on health and human services.  And to get details on that, you need to contact the California Performance Review people.


All state departments are being asked to comment on their portions of the performance review.  I know I have eight issues in social services I have to comment on.  And all state employees have been notified through their departments about the performance review, and there are mechanisms being set up to actually gather their input.


So, we completed Phase 1, and now we’re into the next phase.  The Governor has not adopted or endorsed any of the proposals.  He’s endorsed the process.  I think it was a terrific process.  And he’s waiting for the public input to make his choices on which of the issues to pursue.  So, that’s where we are today.


SENATOR ORTIZ:  Let me make sure I understand.  August 20th, there’s going to be hearing in San Diego to unveil this to the public.


MR. SERTICH:  It’s been unveiled to the public.  It’s to get public input.  There’s going to be a series of five or six hearings by the commission.  The first one is this Friday in Riverside on, I think, infrastructure.  Health and human services, education, in San Diego, and there’ll be other ones through the middle of September.


SENATOR ORTIZ:  Okay.


MR. SERTICH:  I’m sort of out of the loop now, but I’m here because I headed up health and human services.


SENATOR ORTIZ:  I appreciate that.


MR. SERTICH:  You can contact CPR to find out exactly what the details of those are.


SENATOR ORTIZ:  Probably not an appropriate question for you but I guess maybe a general question for the world, though I’m not sure when the formal presentation to the Legislature was to have occurred.  Clearly not thus far unless we requested it, which is, I think, a critical partner—as well as the public as you take it on the road and solicit public input, which is very valuable—but the Legislature has a role in this. 


MR. SERTICH:  I would contact John Gutierrez and the folks at CPR to see what can be done.


SENATOR ORTIZ:  We’ll find out.  Please continue.


MR. SERTICH:  In CPR, I think we chartered new territory by looking both within government and then outside the traditional places to come up with ideas.


SENATOR ORTIZ:  Can you get to the areas in which Medi-Cal redesign are going to be affected?


MR. SERTICH:  We monitored redesign a little bit, but we didn’t collaborate, and we didn’t go down the same paths as redesign.  Jean from the Budget Project mentioned that California has the lowest per beneficiary cost of service in the nation in Medi-Cal.  Well, that was one of the first things we saw.  So, we wanted to go look at other areas, like maximizing federal funds, streamlining the eligibility process, to come up with ideas, and that’s sort of the path that we took.


SENATOR ORTIZ:  Let me just interrupt you because my notes suggest that. . . . I believe Ms. Shewry’s comments in her presentation were that there are thirty-five proposals in the CPR in the health and human services area.  Twenty-five of those proposals affect or impact Medi-Cal.


MR. SERTICH:  She said health services.  There are actually twelve, I believe, that impact Medi-Cal directly, and I can go through those.


SENATOR ORTIZ:  Ms. Shewry, could you correct me?  Because my notes suggest you said twenty-five affect Medi-Cal.


MS. SHEWRY:  I did mean to say impact health services, and the preponderance of those—half—as Mr. Sertich is pointing out, are Medi-Cal-specific.


SENATOR ORTIZ:  Is it possible to go through . . . 


MR. SERTICH:  I can go down quickly.  I’m almost there.


SENATOR ORTIZ:  Okay.


MR. SERTICH:  One of the things I just want to say is that we did find that health services in California are costly to administer in terms of eligibility and administration compared to the rest of the nation.


SENATOR ORTIZ:  That contradicts Ms. Ross’s comments.


MR. SERTICH:  No, no.  Services are the least costly of the nation.


SENATOR ORTIZ:  Okay.  Least costly.


MR. SERTICH:  Yes.


SENATOR ORTIZ:  We’ve done a good job.  We should pat ourselves on the back.  There isn’t a lot of fraud in . . .


MR. SERTICH:  And that’s why we didn’t pursue service reductions.  We were looking at putting people first, then streamlining government.  In reviewing what is done in Healthy Families and what is done in other states, our big issue is looking at the forty-year-old paper-intensive eligibility system operated by the counties for Medi-Cal, Food Stamps, and CalWORKS.  Although automated to various extents, it’s still what I would call a layered system where state and federal changes have frequently been added on to the current process, and we haven’t really looked at the thing in total in many years.  The bottom line is that we found that an Internet-based/telephone-based system with not as much face-to-face contact can be significantly cheaper because people can use those tools to apply for services.  Our current combined system is about $337 per eligible.  It’s more expensive than New York.  Pennsylvania, which has gone to an Internet-based system and use state employees as the backup processing, is about $80.  The Healthy Families program, which is simpler, is at about $75 per enrollee.


So, our recommendation is, is that we look at that kind of model.  We believe there could be as much as a billion-two savings per year from not just Medi-Cal—Medi-Cal, Food Stamps, CalWORKS—and savings in the CalWORKS block grant that could be reinvested in CalWORKS services.  It’s on the table now where we’re looking for input.  The criticisms have been that, Well, our system’s a lot more complicated than Healthy Families.  True.  We added some costs in our estimate for that, things like application assistance and publicity, because it would be a new program, and things like that.  Maybe there are cost differences, but I think this is a fundamental change that is worth looking at.  It does displace a significant portion of county employees.


SENATOR ORTIZ:  I want to pause and ask just for clarification and/or maybe to make a point, and that is, one of the more bold recommendations is to move to a state-based determination of eligibility as proposed.  That will raise some of the issues, and I think they need to be raised and discussed.  We don’t have the luxury of not reviewing and looking at these.


MR. SERTICH:  We cannot afford, if there’s really a billion dollars in savings there, to not look at that and invest it in services.


SENATOR ORTIZ:  And, of course, the Legislature, and I’m sure the department and others and CPR looked at it, and again, we’re going to measure that variable—you know, quality of care, continuity of care, access—and also take into consideration these new models of Internet eligibility and determination of technology assisting us and pour money back into the program.  Also have to take into consideration there are customer service issues that may be unique to California when you have forty different languages, for example, and/or limited access to technology.  So, those are legitimate questions that will come up, as you probably know, and we’ll anticipate, and hopefully someone will be able to say, yes, we looked at that, and we are, in fact, going to measure whether or not those prove to be obstacles, and these fall-offs in reductions and caseload is maybe more attributable to those issues. 


But please continue.


MR. SERTICH:  Our other proposals in Medi-Cal aren’t quite as bold as that, but they are items we think are worth pursuing, and I’ll categorize them in some areas.


First, we have two proposals that bring in additional federal funds totaling about $50 million.  One is to include training in day activities provided to the developmentally disabled population as part of their residential or ICF/DD rate and get federal sharing for it.  Other states are doing it, but it would require a lot of work with the federal government.  But the fact is, if we can get fifty cents on the dollar, we ought to be looking at that and working at it.


Another is to develop a strategy to enroll Medi-Cal eligibles in Medicare to maximize the use of Medicare for certain populations.  We have some critically ill folks who could get Medicare funding, and it’s not happening.  Not a lot of people—less than a thousand, I think—but it could be substantial.


Increasing competition by opening up the process for bidding contracts for the purchasing of durable medical equipment would save about $7 million annually.  It’s something that was in the budget and hasn’t quite reached maturity yet.  We think it should be an aggressive bidding process.  It would save money and provide better controls over fraud in a program area that has had problems with fraud.  


Technology improvements in the operation could help.  We’d reap a savings of about $53 million through the matching of other insurance coverage and Medi-Cal.  A consolidated eligibility system would also help here.  Essentially, we have lots of counties providing paper to the state of other coverage, and by the time the state enters it into the system, it’s not collectible.  In other words, somebody got a job and got on insurance.  They were on Medi-Cal previously, and Medi-Cal continued to pay their bills, and we’re dragging.  If we automate that, we can speed it up and avoid that.  We could also avoid a lot of capitation payments in managed healthcare.


Another technology item would be to look at Smart Card technology, particularly for those who remain in fee-for-service.  We’re going to that kind of process in lots of programs throughout the country.  Food Stamps is one that isn’t quite Smart Card, but it’s electronic benefits.  Smart Card would have a more expensive card with a chip in it, but we think it would help with controlling service utilization, identifying recipients as to who they really are, and carrying health history of people.  So, there’s some factors there.


SENATOR ORTIZ:  That would be fun with HIPAA and all that other stuff—the privacy issues that might rise out of that.


MR. SERTICH:  And then there’s another one we could do with technology.  It’s related to Medicare, where we have people enrolled in Medicare and Medi-Cal because Medicare doesn’t cover everything.  If it were more automated, we believe we could purge the rolls from some of those.


Now, again, all of those things together, only $53 million in savings technology-wise.


The report includes other recommendations that do not offer significant savings but we believe are important for both streamlining government and putting people first.  The first one, and the director mentioned, is disproportionate share.  We think the Disproportionate Share Program, which is really split between the California Medical Assistance Commission and the department, could be better coordinated to ensure that all the hospitals that get disproportionate share money are committed to serving the poor and committed to meeting seismic requirements by 2008 so they’ll stay in business to serve the poor.  There’s some evidence that some operators are getting disproportionate share monies and may not be interested in the long term.  It’s an issue in the report.


SENATOR ORTIZ:  We look forward to that information.  


MR. SERTICH:  And it sounds like the comments that the director made are along the same lines.


There’s an issue that we outlined and it’s for streamlining Medi-Cal provider enrollment.  Basically, the state—both the Legislature and the Executive branch—were so concerned about some fraud in certain types of providers that the process has slowed to a slow grind.  We think there’s other ways . . .


SENATOR ORTIZ:  Which holds up providers.  Or we need more providers rather than less.  But, you know, we’ve got to put all of those fraud safeguards in place.


MR. SERTICH:  There are other ways we could look at detecting fraud and clearing fraud.  One of them was our contracting process for durable medical.  Others are doing better statistically—having better automation and better statistical analysis.


And then, finally, we are proposing the transfer of the IHSS program from Social Services to the Department of Health Services because it is virtually all funded by Medi-Cal now through. . . . or federal funds through the Medi-Cal program.  We think the standards ought to be developed by Medi-Cal and we ought to maximize federal funding there.


SENATOR ORTIZ:  That’ll be an interesting proposal.


MR. SERTICH:  Some of our recommendations do not save significant amounts of state money, but our intent was to make things more efficient and more customer-friendly, or putting people first in addition to trying to save money.


I didn’t cover the organizational issues, which are included in the report.  Just a couple of things:  We proposed reorganizing health and human services into six functional program areas.


SENATOR ORTIZ:  Tell me about that whole public health department concept, which I find quite intriguing.


MR. SERTICH:  Two things that are probably of interest here.  One, we are proposing to consolidate all of the health purchasing programs into one area.


SENATOR ORTIZ:  Basically the insurance areas.


MR. SERTICH:  Yes.  Leverage purchase, duplicate best practices, recognizing overlap.  We also, not related to Medi-Cal, proposed a separate department of public health.  In looking around the country, virtually every other state has a separate department of public health.  That gets an important public health message out to its citizens.  Our Department of Health Services does get the messages out.  We think, probably, there’s merit in having it at equal status with other programs in Health and Human Services to get those messages out clearly and effectively and more responsibly.


SENATOR ORTIZ:  I agree.


MR. SERTICH:  I’ll wrap up here.  I think we were conservative in our savings amounts as we went through the review process in CPR, and so, there may be other things that we find as issues are implemented, if they are.  The report has been presented to the Governor, as you know, and he’s requested wide input.  I outlined what health and human services is doing and the hearings that CPR Commission will be doing.


We look forward to the public dialogue on the issues, challenging the ideas we’ve presented.  Hopefully, we can forge something that will be better for Californians in that process.


SENATOR ORTIZ:  Can you remind the committee of the price tag, even a conservative estimate of a price tag savings?


MR. SERTICH:  For all of the health and human services portions, we were looking at $5 billion over a five-year period—the five-year period that CPR outlines in the report.  In a full year we would get about $1.5 billion in savings, state and federal.  There’s also $170 million in county savings which are in those calculations.  And $275 million in Cal-Grant block grants that could be put into Cal-Grant services, or related services.  Clearly, the biggest piece of our savings estimate is the change in the eligibility process.


SENATOR ORTIZ:  Which always is the most controversial, of course, as we’ve heard, and we’ll hear from the public when they comment, but I appreciate your presentation.  I think there may be questions, but I know Director Shewry wants to comment as well.


Thank you for that.


MS. SHEWRY:  Thank you, Senator Ortiz.


I want to be sure that those who are listening and that you know that what the Department of Health Services is doing right now is focusing on those programmatic recommendations that Mr. Sertich went over:  the idea of durable medical equipment contracting; the capturing of federal funds for the ICF/DD facilities—those proposals that probably to you sounded very much like budget proposals that we might have brought to you in the normal course of business.


SENATOR ORTIZ:  Right.


MS. SHEWRY:  We are very interested in public comment on those, looking at issues of:  Would it improve service levels if the Governor adopted those?  Would it improve outcomes, accountability, access?  And so, we are actively soliciting comments focused at this time on those programmatic areas.  And we, too, as is CPR and the Secretary for Health and Human Services, are soliciting input and are really looking to:  If the proposal is not the best idea, then what could we do to modify it?  Does it get at an important public policy concern, a way to improve service levels to Californians?  Because want to be able to recommend what’s good to take forward from CPR.  What are the best ideas?  So, that process is underway as we speak.


SENATOR ORTIZ:  And the Legislature will be a partner in that, and that’s important.


I appreciate that, and I appreciate all the speakers, but let me just suggest, for the Members who are either in their offices or here—and I thank you for joining us, again, Senator Kuehl—the way that the various pieces of the CPR may unfold are some may occur as a result of an Executive Order, for example.  Others may require legislation, and we’ll be looking for authors, I suspect, for the Administration once these are all vetted.  Others may be attempted through the budget process.  So, there are a number of ways that those that are ultimately adopted by the Administration—and I understand that has not been decided yet—will be effectuated through various means and mechanisms.  The question, of course, is:  What role, if any, does the Legislature have?  Particularly in this area of health and human services has raised a lot of concerns.


My offer, my suggestion, to my colleagues as well as the Administration is the earlier we can determine where we may have consensus on some of these issues, I think it’s really important to start in that partnership very early on, even before January, if there’s a way to begin that process with some of us who work in the policy areas.  I suspect that there will be more consensus than not on some items, and there should be, or at least there should be some hard work by both houses, both parties, to try to forge consensus ideally before January on some of these issues.  Then I think there is going to be enough time and attention and concern, quite frankly, as we go into next year’s budget process.


I’m, unfortunately and sadly, keenly aware of the challenge we have next year for all the right reasons in which we’ve saved a lot of the programs, and the Governor deserves credit for acknowledging and stepping back and not imposing the caps in Healthy Families and not making some really extreme changes that we’re going to have to revisit next year.  And this is front and center of that debate and that challenge every year, but next year more than ever, I think, particularly in light of the CPR and all these proposals.


So, my advice and my suggestion but my commitment to the public and my colleagues is that the Legislature will have a very strong role.  We ought to.  But we also ought to understand that we should come to this with the ability to sort of get to the next level of being open to change that we may not like.  Avoiding it is not going to make next year any easier.  The institution is at stake, and the very families that we all want to protect are at stake, and that sometimes means making tough decisions.  I really felt strongly about having not only the CPR but what has been happening with, certainly, Medi-Cal redesign being a part of the last stages of the legislative process.  The public on-the-road shows are fine from the Governor’s perspective, but I think the Legislature ought to have had an opportunity to be a part of that as well, outside of us calling it in.


So, let’s try to do that during the interim period of time.  I’m going to be available prior to January.  I just think it’s going to save us all a lot more grief and challenge and battles.  We’re going to have enough battles to fight, and I think we want to protect the same constituency.  So, to the degree we can do that earlier rather than later and find the things that we agree on and save the other issues for an appropriate and healthy debate, I think Californians are better served with that.


I know we do have public comment, but I just want to say thank you for your presentation.  I do appreciate it.  I know there was some concern about coming in, but thank you, as always, for being available to us.  We do appreciate it.


Senator Kuehl, do you want to comment or add to any of this?


I suspect the public comment is going to want you to be around, so you’re welcome to stay here or you’re welcome to join others in the front seat.  I know the public comment is going to be intended for the Administration as well.


Senator Kuehl.


SENATOR SHEILA KUEHL:  Madam Chair, I’m only going to say I was monitoring the hearing, but I do look forward to the work on this.  It looks like there’s a lot of open space between and among some of the positions about where and how we might want to improve the program.  Everyone uses the word “improve.”


One of the things that I would want to request, not only in this committee but everyone who’s listening and doing, is that there are a growing number of responses to various parts of the CPR, and I think it would be very helpful to us to have that, in some ways, like an annotated response.  That is, there’s a recommendation on page 324.  Five groups have actually expressed an opinion about it.  I would like to have those five opinions somewhere in the same vicinity of page 324.  I’m not sure how that would work or happen, but I think it would be very helpful because, otherwise, we’re getting responses and tones from everybody; that it’s very difficult to put together unless, maybe, committees are doing it or advocates are doing it, or whatever.  I just think it would be very helpful.  I think of it as an annotated kind of thing.  It’s the same in resources or anywhere.  I think that would be helpful to all of us.


SENATOR ORTIZ:  I’m going to try to determine whether any legislative hearing has brought the CPR and/or the Medi-Cal redesign in.  Did the Assembly Health do Medi-Cal redesign, Ms. Shewry?


MS. SHEWRY:  No.


SENATOR ORTIZ:  Okay.  It’s so late, and we anticipated getting this earlier.  The trigger was always going to be the budget, and the budget was late, so here we are with an abbreviated Medi-Cal redesign presentation but also the CPR which was to follow.  So, I agree.  I haven’t even begun to tackle the big . . .


SENATOR KUEHL:  I think a lot of people have it, or else they read one sentence and they said, Oh, that’s sounds great or That sounds terrible, or whatever.  But I’m just starting to get comments, and none of them goes together.  This is nothing to do with the Medi-Cal redesign really, but I do see that as we look at various of the recommendations for the redesign, as we move into that, it’s sort of the same thing.  You know, it’s the end of our year, and I’m feeling a need for order.


SENATOR ORTIZ:  Especially when we get called by the press that has more information than we do.  That was not a fun interview about a week ago.


SENATOR KUEHL:  Thank you very much.


SENATOR ORTIZ:  Thank you, Senator Kuehl.


Okay.  We do have public comment—one, two, three, four, five—under public comment.  


Welcome.


MS. ANGELA GILLIARD:  Thank you.  I’m Angela Gilliard, Western Center on Law and Poverty, and I want to briefly comment because I know the time is sensitive.  I want to talk about Medi-Cal redesign, and I want to also comment on CPR.


As far as the Medi-Cal redesign is concerned, Western Center participated in all of the stakeholder meetings.  We also worked with a number of advocates to develop principles—and we understand there’s no specific proposal—but we developed an advocacy tool supported by about thirty-five organizations that talked about the kinds of principles we should be looking at if we’re going to really look at reforming the program in a smart way.  If we’re going to reform the program just based on cost drivers, I think we can learn from Oregon some of the kinds of problems that California may be facing if we go down that route.


I might also just add that throughout the workgroup process, we did look at what a number of states were doing.  During this summer, a number of states have retreated from their positions.  For example, Washington will not do cost sharing on any beneficiaries up to 150 percent federal poverty level.  Texas yesterday, there was a report that came out that they retreated.  You know, in Oregon, they lost half of their enrollment.  So, it’s really not a good idea.  If California is going to “blow up the boxes,” do this massive reform, do all these kinds of things to change the programs, we shouldn’t be following states that are failing in their programs.  I think that California has an opportunity to really change the program in positive ways that don’t disconnect people from services and aren’t harmful to people.


We do have the principles, that I will not read but that I will leave with you for distribution, but they do outline how to really reform this program, because there are improvements that can be made without disconnecting people from services.  Again, thirty-five groups supported this.


SENATOR ORTIZ:  I’m happy to have those principles shared with our committee members.


MS. GILLIARD:  Sure, and I’ll leave this with you.


On the other issue, CPR is kind of the same thing.  It’s a vast report.  This is just the health section.


SENATOR ORTIZ:  Can I get your annotated copy of that please?  [Laughter.]


MS. GILLIARD:  Actually, we’re preparing that for the Secretary of Human Services now.  We actually are doing an annotation to this because we are responding to the Health and Human Services Secretary’s request for responses by Monday.


SENATOR ORTIZ:  Oh, wonderful!


MS. GILLIARD:  Yes.


What I was going to say is this is a vast report, and advocates have been given a very short timeframe—Monday—to analyze and respond to the thirty-three proposals that relate to healthcare.  We’ve chosen at Western Center eight or nine proposals to respond to, and we know that there are other experts that have the ability to respond in other areas.  But we’ve chosen eight or nine areas within our expertise:  streamlining eligibility, the realigning of the medically indigent, and a number of other issues.


One of the points I wanted to make about the public hearing on the 20th, in this so-called public process, that hearing is scheduled to talk about health and human services, education, and voluntarism, and this is just the health and human services.  So, how is the public going to give any real comment, because there’ll probably be about 500 people standing in a line, with the pressure of maybe five seconds to say something?  So, I don’t know that that’s public comment in any real meaningful way.  If that’s our last opportunity until there’s legislation introduced in January, or with the budget or if there’s some Executive Order, I don’t know how we, as advocates, have had a meaningful process or if there’s been a real public vetting of this very dense document.


I will let my other colleagues talk, but that pretty much ends my comments for now.


I will forward to you, though, our survey.  We are answering the survey, and right now we’re probably somewhere around twelve or fifteen pages.  We’re not finished, but we will forward it to you, and we’ll make sure you get a copy of that.


SENATOR ORTIZ:  Thank you for that because I think you’re helping us wade through information that we either don’t have or haven’t had time to review at all.  So, I appreciate that, and your comments are well taken on the August 20th ability to sort of cull out the public comment and input.  Appreciate it.


Next speaker, and I’m going to ask everyone else to be a bit briefer.


MS. DEENA LAHN:  Deena Lahn from the Children’s Defense Fund and the 100 Percent Campaign.  


I do want to, in making brief remarks, just thank Senator Ortiz for having this discussion.  We really endorse the idea of more hearings as we go because, as Angela pointed out, there’s a lot here.  


I was very glad to hear Director Shewry talk about the desire to maintain eligibility in Medi-Cal redesign, because obviously, we don’t want to go backwards in terms of covering. . . . our particular interest was children and families, but really, all Californians with health insurance.


As advocates, of course we are wary and concerned of a document that mixes very specific proposals and very broad things, but we do want to look at it as an opportunity in the CPR and Medi-Cal redesign to really make our systems work better.  We are very glad to see in the CPR the suggestion of eliminating the assets test—something we’ve been arguing about for many years.


SENATOR ORTIZ:  Some of us have carried legislation that’s either been vetoed or . . .


MS. LAHN:  And we would want to suggest that we could even go further.  We could eliminate income documentation and then make the whole system work together.  As you probably know, there’s a lot of different pathways right now that many of us have worked very hard on with the state:  CHDP Gateway, Express Lane, newborn pathway.  They’re all opportunities; they could be vastly streamlined.  They could be made to work if we could make the system simpler.


I was very glad to hear that my colleague, Jean Ross, highlighted the cost issue.  I think in the press the 41 percent increase is being bandied about without any perspective.  Most of what we did with those dollars was serve more people with healthcare, and I think that has not been emphasized enough.


And we wanted to emphasize again the risk of the comprehensive waiver, as Jean so aptly summarized, and really talk about the advocacy community working with the Administration and the Legislature to maximize federal funds.  The idea that the California Legislature would want to endorse anything that would basically let the feds off the hook and put California on the hook for healthcare costs doesn’t make any sense.  There are ways, some discussed in the CPR and some not, that we could maximize federal funding for California.  We really suggest that the Administration focus on that.


Thank you.


SENATOR ORTIZ:  Very succinct but very helpful.  Thank you.


MR. GARY PASSMORE:  Thank you, Madam Chair.  Gary Passmore, the Congress of California Seniors.


We have just begun to review this massive tome, but we do have a number of, I guess what I’d call, “top of the brain” issues that we’d like to bring forward today.


The first one is that we have serious issues with the process.  Thus far, and notwithstanding what your witness said earlier, it was a very closed process.  The hearings don’t appear to be providing a great deal of input, and we are looking to you in the Legislature to open this process up before we get to the point where we are dealing with specific legislation.  Hopefully, during the several months between now and January you’ll have several opportunities maybe organized around different subjects within HHS so that we’ll have an opportunity to look.  We would really appreciate that.


I want to tell you that our review of the 240-page section in the Department of Health and Human Services would lead one to believe that people in California don’t get old.  There is virtually no mention. . . . you have to hunt for the word “aging” and hunt for the word “seniors,” and it’s usually tied somewhere with the word “eliminate,” to be candid with you.  And I’m not trying to be flippant here.  The truth of the matter is, we just disappear.


SENATOR ORTIZ:  That triggers an issue because I know there’s an interesting proposal, part of the CPR broader, taking the ombudsmen and putting them in this newly organized, I don’t know, department and then separating the enforcement provisions elsewhere.  I mean, there’s some federal funding issues aligned with the ombudsmen program that are of concern.


MR. PASSMORE:  Right now, aging services are spread among four, maybe five, or more state agencies—large state agencies.  Under this proposal, we would be spread among four or five large cost centers, or centers within a monolithic department.  We don’t really see any progress here.


We are trying to be very positive in our response to these recommendations, but candidly, we just don’t think they were very creative when it came to focusing on what will be the largest population growth segment cohort over the next couple of decades.  The structure of government that we’re designing we suspect will be in place for twenty-five, thirty years, during which time the three-and-a-half million seniors will grow to five or seven million at the very end of the period.  The fastest growth will occur in the oldest among the seniors—those that will be requiring all of the very costly state services.


I guess as backdrop, and I’ll be very brief, we see a serious problem with the way the State of California administers and operates programs for seniors and the aging today in the current structure.  We are desperately hoping that people will become far more creative than this proposal is in dealing with that issue.  We’ve got a number of thoughts; they’re very preliminary.  This isn’t the time to throw them in at the end of the day, but I just want to give you a heads-up that while some advocacy groups may be complaining about the proposals as being too far-reaching or ill-conceived, we think this is an area where the Legislature might want to consider taking the lead to be far more innovative than what the CPR group has suggested.


And then, let me finally close with something of a philosophical statement, and that is that every box blown up is a door closed.  This is a very diverse state, and in some ways there are lots of reasons for the hundreds and hundreds of boards and commissions that allow public input, that allow various voices to have their needs expressed, their voices heard.  I’m not sure, as a matter of philosophy, that we need to assume that less is better in a state with thirty-five-plus million people coming from very different points of view, that whether or not we really want to focus and centralize decision-making and power with fewer avenues for expression.


SENATOR ORTIZ:  Thank you very much.  As always, very helpful and insightful.  We’re going to call upon you because you’re going to have to be a part of that process, and it’s going to require, as I mentioned earlier, every one of us getting through that level.  You’ll be critical to that, at least in my capacity, and all of you.  So, thank you.


Mr. Wright.


MR. ANTHONY WRIGHT:  Thank you.


Very quickly, on Medi-Cal redesign, we just want to endorse the concerns that have been raised here about the Medi-Cal redesign.  We have real concerns about what may be proposed.  While there’s not a formal package in front of us, certainly the things that we’ve heard, including especially the cost-sharing piece, the philosophical bent toward making the 6.5 million people on Medi-Cal pay more in order to get the healthcare that they need, is a real concern to us in terms of access to care.  We’re not entirely clear that that will achieve savings in the long run.


With regard to the California Performance Review, since that’s the new thing where we do have some details—although, to be honest, not many—it’s important to see that when looking through the 2,500 pages, it’s a series of concept papers.  It’s not legislation, it’s not detail.  It’s not stuff that many of us could even say with a straight face, even a concept that we would love, that we would endorse it without seeing the details behind it.  And so, the notion that this is something that is ready to go up for a “nay” or “aye” vote as a package is just. . . . even though that’s been reported in the press as such . . . 


SENATOR ORTIZ:  And I think everyone—Mr. Sertich and others—has suggested that this has not even been endorsed by the Governor yet—number one.  Number two, there’s to be the series of public meetings.  And then, it’s very clear that the Legislature will instigate itself in whatever appropriate jurisdictional mode we insist on.


MR. WRIGHT:  And then, I wanted to convey a little bit about. . . . actually, this morning a bunch of us as advocates met.  About fifty different organizations met together on the California Performance Review and the health recommendations.  Angela and I chaired a meeting that included many other folks; myself on behalf of Health Access California, the consumer group.  You know, there was a number of concerns raised.  Let me just highlight a couple of them.  


One is the question of:  Is bigger really better?  Is having small agencies that we all may have our own problems with, does melding them into one bigger agency solve those issues or maybe even complicate them?


Secondly is one of focus.  For example, eliminating the Department of Managed Health Care, which only five or six years ago we took out of a large department because wanted to make sure that there was somebody who had the focus of waking up and saying, I want to protect HMO patients and to have the political wherewithal to be able to find an HMO to take over a health plan if there was financial mismanagement—those types of issues.  You know, does that focus get lost?  In the paper “Form Follows Function,” it does not have a full listing of how all the functions get attributed, and so, we are concerned that there are functions that get lost in this process—actual government functions that are very important for patient protections or programs that serve people.


And then, finally, the question of public access.  In these mega agencies, will there be the kind of access that the public currently now has?  For example, MRMIB meetings or other entities that. . . . you know, in a larger department.  Maybe, maybe not, but it’s really unclear, and there’s certainly a threat.


As I mentioned, the two big impacts that we are unfortunately seeing but with both the reorganization proposal and the policy proposals, one is we fear some undermining of the HMO patient protections that this Legislature passed several years ago; not necessarily taking anything off the books, but the lack of enforcement of them.  And secondly, the access for low-income Californians to get healthcare, both with the realignment proposal and the transfer of the eligibility processing; things that, again, need to be fleshed out fully before we would see what the impacts are.


We have, actually, a ten-page analysis of the California Performance Review.  It’s on our website.  We will certainly give that to the committee.  We will provide more detailed comment to the department next week and hopefully at the public hearing, although we don’t know the structure of that.  But there are concerns, and we will be hopefully working with the committee on them.


SENATOR ORTIZ:  Thank you so much, and we do welcome your analysis so far.


MR. RANDY HICKS:  And now Randy Hicks, a consumer of these products.


I can tell you, as a consumer of these products, I just went down to Health and Human Services about two hours ago, before this hearing even started, and as everybody was standing in line and waiting, we were wondering what was going to happen if they merged us with the state—county into state.  Are they going to have the same kind of quality coverage as they have now?  Right now the Sacramento County model works pretty good.  I mean, we get in there.  They’ve got everything all consolidated in one place.  You can get CalWORKS, food stamps, and cash all in one place.  Are they going to move that building?  Are they going to reduce staffs?  Are we going to get less with less?  That’s one of the other things we’re concerned about.


As we also stood in line and we talked to our workers, the workers didn’t know whether they were going to be retrained in other jobs or if they’re going to lose their jobs—if they’re going to close the building.  Now, this is a brand new building.  This is going to be another wasted building.  And for rural counties, are they going to get the same kind of service?  Is the state going to have that much oversight out there to serve those out there in the rural counties?


Now, the only other thing I was concerned about was they’re going to allow name-based HIV reporting.  Californians currently use a code system for reporting HIV cases—not a name-based system for reporting AIDS cases—to encourage individuals to come forward for testing and treatment.  All of a sudden, this is a recycled proposal, and they’re going to do this again.  This can’t go on.  And I don’t think this is legal.  I think there will be a court fight if they try this.


And the last point is going to be about they want to eliminate the homeowners’ and renters’ property tax assistance program, a program that provides a little tax relief to low-income seniors and people with disabilities for a savings of $696.5 million over five years, at the same time CPR recommends new tax breaks for businesses.  Businesses?  Businesses?  No.  Business is all well and good that you’re going to help them out and everything, and they may help the disabled community in some way, but those renters credits, they really help them get through.  I can talk to people who are Capitol(?) people first, who are in developmental disability organizations, who rent.  They use those tax breaks.  They say, Well, you know what?  This is one of the reasons we do rent, because we get a tax break.  It’s not like they can get a homeownership.  It’s not like they can get for it a loan.  So, I just have real problems with this.


And the other thing is, I didn’t know about any of this until I got an email from Anthony.  If it wasn’t for Anthony, I wouldn’t have known about this.  And people who sit down in Health and Human Services, they don’t know what’s happening.  If you guys are really going to do public comment, I think you should send it to all county departments—every one of them—and say, Guess what?  This is the change that may be coming your way, and you’d better find out what it is.


Thanks.  And thank you, Senators.


SENATOR ORTIZ:  As always, Randy, thank you for your on-point comments.  It’s helpful.  It’s from the perspective of a consumer.


Would you like to . . . ?


MS. SHEWRY:  I would.  The time is upon us.  The report’s been out about a week.  The fact that you’re already convening groups of fifty advocates, we applaud your engagement.  All of we directors in Health and Human Services have been asked to reach out to all our advocacy communities to start a dialogue, and we’re going first to that list of programmatic changes, not the big restructuring government or the reorganization of that.  The analyses of those will follow, but right now we’re really focusing on the programming ones.  


So, I think the activities that are going on are very heartening.  We want to hear:  Which are the best ideas?  Which are the ones that need to be changed?  The Legislature, the advocacy community, provider groups—I’m talking to everyone.


SENATOR ORTIZ:  Appreciate that.  


Mr. Sertich?


MR. SERTICH:  One addition.  Written comments will be accepted by the CPR, which is now being managed by the OPR—the Office of Planning and Research in the Governor’s Office.  There’s information on the CPR website about how to submit written comments.  Health and human services don’t all have to be in by next Friday.


SENATOR ORTIZ:  I appreciate that, but the truth is, did the Legislature know that there was going to be a public comment and that there’d be these public meetings up and down the state?  I think it’s great that I asked you all to come in and give a report to this small committee at, what? two weeks before the end of session, but I think a process in which Members were informed, or committees, or that we would have had a review in a timely manner in a bigger forum that is able to then provide bona fide notice to the world that there are these opportunities, would have been the ideal.  I understand the timeline, and we’re going to be gone for three or four months.


But that’s our concern, is that there’s such a big chunk here, that I think the Legislature has an appropriate role, and we’ll work with it and we’ll go forward.  It’s not the ideal way, but it’s not often that we do this massive proposal to do this much in this short of a period of time.  It was a pretty ambitious effort by the Administration.  The fact of January for Medi-Cal redesign I think gives us some comfort, and then, the big CPR is much bigger.  Again, if we segment out those things that we come to agreement on and say the things that we have a healthy debate on that, I think that’s a good strategy.


With that, let me thank all of you and Members that have been really patient in this very long hearing, as well as staff.


This meeting is adjourned.

# # #
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