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Key Upcoming Dates

> June 8 — Public Testimony on the county budget. Budget hearings to take place June 6-15.
July 7-8, 2005 — CPCA Quarterly Board and Committee Meetings. www.cpca.org
August 7 - 13, 2005 - National Health Center Week. www.healthcenterweek.com
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Leqislative Deadlines:

May 30 Through June 6 — Floor Session Only. No Committee may meet for any purpose.
June 3 Last day for bills to be passed out of the house of origin.

June 6 Committee meetings may resume.

June 15 Budget must be passed by midnight.

Resource(s):

Cost of Insuring California’s Uninsured. This is UCLA Health Policy Research Brief was issued in May 2005
and reports that the additional cost of covering the uninsured would be relatively modest — only $842 million
statewide, or $143 for each uninsured individual in California. See the full report at:
http://www.healthpolicy.ucla.edu/pubs/files/Costofinsuring PB_052405.pdf

San Diego County

Budget Plan Reflects Healthy San Diego County. For the fiscal year beginning July 1, San Diego County officials
are proposing a relatively robust $4.14 billion overall budget, which is $59.6 million more than the current spending
plan. The County Health and Human Services Agency represents nearly half of the county’s total budget. At $1.82
billion for fiscal year 2005-06, the agency’s proposed budget is 4 percent more than that for the current year. That 4
percent translates into $70 million in new spending, which would pay for negotiated salary and benefit increases,
higher caseloads, increased medical services for the poor and a new system to track welfare services. Terry
Hogan, the agency’s finance director, said most of the money for health and human services comes from the state
and federal governments and can only be spent on specific purposes. (Union Tribune, 5-6-05)

Children’s Health Initiative. County stakeholders, including The California Endowment, Kaiser Permanente,
the Alliance Healthcare Foundation and First 5 Commission have convened a series of monthly meetings
exploring the feasibility of a Children’s Health Insurance (CHI) Initiative in San Diego County. Nine other
counties are in the process of implementing CHI's and The California Endowment has pledged $45 million over
a four-year period in support of these efforts. The program would seek local funding to meet the state’s 35%
match under AB 495 to draw down the 65% federal funding, thus providing coverage to all children under
300% FPL, including the undocumented. The project intends to approach MRMIB, who administers Healthy
Families, to also handle this expansion program. The Children’s Health Initiative Workgroup met in May and
discussed possible administrative options for the program, as MRMIB will not be ready to administer any new



programs for about a year. Sharp Health Plan offered to contribute by administering the program without
charge as part of their community benefit. CalKids was also mentioned as an option, but their administrative
capabilities seem limited. (Contact: Sabra Matovsky)

Long-Term Care Integration Program (LTCIP). San Diego was recently chosen as a pilot county for
implementing its LTCIP. This program seeks to implement an improved, budget neutral model of care for the
aged, blind and disabled populations. One option being touted as the most seamless for the delivery of care
is the Healthy San Diego Plus (HSD+) Model. It would provide a fully integrated service delivery model, with a
proposed dual capitated structure from both Medi-Cal and Medicare for the “dually eligible”. HSD+ plans to
build on the “medical home” provided by HSD for mothers and children with all the value-added services
available under Medi-Cal and Medicare managed care. LTCIP stakeholders have begun meeting with health
plans to develop rates and discuss the division of risk for the program. Proposed implementation is January
2007. Final recommendations have been drafted regarding Community & Cultural Responsiveness, Provider
Network, and Care Management for the LTCIP. June 22™ is the next planning meeting from 10:30-12:30 at
the Scottish Rite Masonic Center. The expectation is to take the draft to final for release into the community for
comment. The recommendations can be found at: http://www.sdcounty.ca.gov/cnty/cntydepts/health/ais/Itc/
(Contact: Sabra Matovsky)

Medicare-Medi-Cal (Medi-Medi) Pharmacy Changes. Sometime in the first few weeks in June, a letter from
the Center for Medicare and Medicaid Services (CMS) will be mailed to all Medicare and Medicaid-Medicare
clients. The letter will contain facts about Medicare Prescription Drug Plans and the "Medicare Modernization
Act" implementation plans for 2006. The biggest impact for clients with Medicare and Medi-Medi will be in
regards to their medications. Medicare-approved drug discount cards will phase out by May 15, 2006 or when
an individual's enroliment in a Medicare prescription drug plan takes effect, if that date is earlier. Clients will be
required to join a Medicare prescription drug plan between November 14, 2005 and May 15, 2006. If they join
by December 31, 2005, coverage will be effective January 1, 2006. After that date, enroliment continues until
May 15, 2006, with enrollees' coverage going into effect the month after joining. Clients will pay a monthly
premium (generally around $35 in 2006) and pay a share of the cost of their prescriptions. A handbook,
"Medicare & You 2006" will be out in fall, 2005, listing Medicare prescription drug plans available in your area.
Also available in the fall: personalized web information at www.medicare.gov and assistance making choices at
1-800-633-4227. This information is not ready until the fall of 2005. More detailed information is available for
providers at the CMS website: www.cms.hhs.gov. The Consumer Center and the Health Insurance
Counseling and Advocacy Program (HICAP) are developing a training to offer the clinics regarding the
implications of these changes.

Mental Health Services Act. Several clinics provided input on the county’s form for the Mental Health
Services Act. Clinic Input was compiled onto a summary sheet and forwarded to the county, along with the
forms themselves. All input must be provided to the county by Friday, June 10. Alaina and a few clinic
representatives have been attending meetings of all three work groups — children’s, adults, and older adults.
Summary information has been provided to clinic mental health contacts. A Clinic Mental Health Committee
meeting was held on June 19 at the CCC, and was attended by several clinic representatives. The committee
reviewed the materials from the work groups, and reviewed the Act closely to identify areas of clinic opportunity
for participation. A clinic focus group was held at Neighborhood Healthcare on June 1 and was attended by
county representatives. Additional information can be found at www.sandiego.networkofcare.org/mh and
www.dmh.cahwnet.gov. (Contact: Alaina Dall)

State

May Budget Revision. The May Revision reaffirms the Administration’s interest in implementing the Medi-Cal
Redesign, as proposed in January. The Medi-Cal Redesign included a proposal to implement premiums in
Medi-Cal, to expand Medi-Cal managed care, to cap Medi-Cal’s dental benefit for adults and to restructure
hospital financing. (CPCA “Detailed Budget Analysis”)



Safety Net Care Pool. Generally, the Pool would consist of federal funds that are primarily accessed
though the use of Certified Public Expenditures (CPEs) and though a limited level of intergovernmental
transfers (IGTs). The primary intended use of the pool funds is to cover health care services to the
uninsured and Medi-Cal populations provided in hospitals and through public programs. The federal
revenue for the pool would include California’s entire DSH allocation from the federal government for
that year. The Administration has stated that public hospitals would be “held harmless”.

In addition to including in the Safety Net Care Pool all eligible hospital financing, the Administration has
identified other potential state and county programs that could be used to draw down the federal match.
The Traditional Clinic Programs (EAPC, RHSD, SAMW, and IHP) have all been identified as potential
sources of funds along with the California Children Services program, the Genetically Handicapped
Persons Program, PEACHSs and District Hospitals, the AIDS Drug Assistance Program, and county
indigent care programs.

In discussing the Pool, the chair of the Budget Subcommittee Denise Moreno-Ducheny strongly
advocated that if clinic funding would be used to leverage federal matching funds, clinics should be
considered as beneficiaries. The hospitals testified about their tenuous situation and the importance in
securing all these funds. CPCA testified about our concerns regarding clinic funds being used without
any ability for clinics to secure the federal match and our hope that these funds could be used in an
innovative fashion, perhaps to help alleviate some of the burdens hospitals face in addressing the
needs of non-urgent care patients. The Administration reiterated that it was not sure which funding
sources would ultimately be used to fund the Safety Net Care Pool. The Legislature has been unable to
act because of the ongoing negotiations.

Healthy Families Program. The May Revision includes $3.1 million current-year and $64.4 million
budget-year increases for Healthy Families. These increases are based on caseload growth, capitation
rate increases and a May 2005 restoration of the Certified Application Assistance Program. The
Administration proposes an average 2.9 percent rate increase for managed care plans participating in
the Healthy Families Program, which is not required to be passed on to providers.

Cal RX. In the Governor's May Revise, the Administration proposes an additional $7.8 appropriation
(General Fund) from the General Fund for the 2005-06 FY, in addition to the $3.9 million (General
Fund) proposed in the Governor’s Budget in January, to establish and fund The California Pharmacy
Assistance Program (Cal Rx) for certain low-income individuals who do not have a public or private
prescription drug benefit.

Budget Conference Committee Update. The Budget Conference Committee began meeting this week under
the leadership of the two budget chairs, Assemblymember Laird (Santa Cruz) and Senator Chesbro (Arcata).
The other committee members include Assemblymembers Chu (Monterey Park) and Keene (Chico) and
Senators Ducheny (San Diego) and Hollingsworth. The Conference Committee is charged with addressing
the differences in the current Assembly and Senate versions of the budget. The Conference Committee is
comprised of two members from the majority party in each house and one member from the minority party. All
budget items must be agreed to by at least two members from the Senate side and two members from the
Assembly side. (CPCA Weekly Update 6-3-05).

Anthem/Wellpoint $35 Million for Health Centers. Senator Cedillo’s office has been approached by the
Treasurer’s Office to request a technical legislative change that would allow the Cedillo Alarcon Act of 2000 to
be used for the distribution of the $35 million in Wellpoint/Anthem funds. CPCA is working with Cedillo’s Office
and Debbie Beltran, the Treasurer’s Legislative Director, in order to make this change. Unfortunately, CPCA
needed to use one of its existing bills as a vehicle for the “reauthorization” of the Cedillo Alarcon Community
Clinic Act. SB 103 (Ducheny), CPCA’s licensing streamlining bill, will be the vehicle for the reauthorization and



the current language of SB 103 will be moved to a different legislative vehicle. We needed to use a Senate Bill
that had already moved to the Assembly. The bill will need an urgency clause in order for it to be effective
upon signature. A bill with an urgency clause will necessitate a 2/3 vote of the legislature. Once the change
becomes law, CHFFA will be using the existing Cedillo Alarcon Community Clinic Investment Act statute for
the distribution of the $35 million. Under this structure, the only eligible entities are 1204(a) licensed clinics
and Native American clinics. No other clinic entity will be eligible. CPCA is developing strong political support
from the Insurance Commissioner’s Office, Cedillo’s Office and within the Treasurer’s Office to maintain the
original regulations. The CPCA Executive Committee will be meeting with CHFFA on June 17". (CPCA Weekly
Update 6-3-05)

CPCA State Legislative Priorities

SB 103 (DUCHENY): Licensure Streamlining. SB 103 would seek to streamline the clinic licensing process
and address the Department of Health Services’ (DHS) arbitrary imposition of underground regulations,
including the recent demand from DHS that clinics provide private information about members of their boards.
Status: This bill has become the vehicle for the reauthorization of the Cedillo Alarcon Act for distribution of the
Wellpoint/Anthem funding. The streamlined licensing language of SB 103 will be moved to a different
legislative vehicle.

SB 131 (CHESBRO): Prospective Payment System. SB 131 would extend the time for filing scope of
service rate change requests for fiscal year 2005 and thereafter, from the present 90 days to 150 days. When
a Federally Qualified Health Center/Rural Health Clinic increases or decreases services available to its
Medicaid/Medicare patients, its rate must be adjusted to account for the change in “scope of service”. It would
also authorize an optional fee-for-service reimbursement carve-out for inpatient obstetrical and cardiology
services. Status: It passed off the Senate floor, 38 to 1 and now moves to the Assembly.

SB 299 (CHESBRO): Licensure by Credential for Dentists. SB 299 would permit dentists licensed in other
states, who have less than five years of experience, to practice dentistry in California provided they spend their
first two years working at a community clinic or health center. Status: On June 2 it was amended by the
author and re-referred to the Assembly Committee on Business and Professions.

AB 116 (HORTON): CHDP Rendering Providers. AB 116 clarifies the basic qualifications for physicians and
surgeons delivering primary care services in traditional public and nonprofit health care safety net clinics to be
eligible to treat children under the Child Health and Disability Prevention Program (CHDP), and contains
technical corrections to existing law. Status: On April 5 the hearing was postponed by the Assembly Health
Committee. This bill will become a two-year bill.

AB 354 (COGDILL): Telemedicine. This bill would add asynchronous store and forward teledermatology

and teleophthalmology to the definition of telemedicine, and would limit the practice of those services to board
certified dermatologists and ophthalmologists, respectively. This bill is virtually the same as SB 1341 that was
introduced by Senator Kuehl last year. In his veto, the Governor encouraged the author to continue to work
with DHS to assure a mechanism to “minimize fraud and abuse.” Status: On June 8 it will be heard in Senate
Health.

AB 651 (LEVINE): Chronic Disease Management. Current statute requires DHS to design a demonstration
project for providing disease management services to Medi-Cal beneficiaries. AB 651 would require that one of
the demonstration projects would study the innovative chronic care model of providing disease management
services in community clinics and health center settings. Status: On June 1 it was read in the Senate for the
first time and referred to the Committee on Rules for assignment.



AB 779 (DE LA TORRE): Semi-Annual/Annual Redeterminations. In an effort to assist Medi-Cal
beneficiaries with retaining their health coverage, AB 779 would require DHS to adopt a mechanism for
providing information to Medi-Cal providers regarding the beneficiaries’ redetermination due date. Status: It
passed the Assembly 79-0 and now moves to Senate Health where it will be heard by the end of June.

Other State Legislation

SB 437 (Escutia) and AB 772 (Chan): California for Healthy Kids Program. This bill would express the
Legislature’s findings concerning the importance of providing health care coverage to all children living in
California from birth to 21 years of age and its intent to establish the California for Healthy Kids Program.
Creating a strong private-public partnership is a key objective. CPCA supports this bill if amended. Status: On
June 2it was read by the Assembly for the first time and held at desk. AB 772 was read by the first time by the
Senate on June 2 and referred to the Senate Committee on Rules for assignment.

SB 840 (Kuehl): California Health Insurance Reliability Act. This act would create a state-run health
insurance system that would be extended to all state residents. This health system would include a state
agency, commissioner and medical board to negotiate fees, set policy on medical issues and pay claims. This
system would be funded through a series of taxes including: an employer payroll tax equal to 8.2% of salaries;
an employee payroll tax of 3.8% of salary; a 3.5% tax on unearned income; a 12% tax on the net business
income of self-employed residents; and an additional 1% tax on all income of more than $200,000 a year.
CPCA supports if amended. Status: On May 31 it was read by the Assembly for the first time and held at the
desk.

AB 1670 (Richman and Nation): Universal Healthcare Act of 2005. This bill would establish a three-part
health care coverage program. The bill would require each resident of the state to obtain minimum health care
coverage, and submit documentation of this coverage with his or her annual state income tax return. A state
purchasing pool would be established with a basic benefit package, and a subsidy program would be set up for
employers with employees earning less than 200% FPL. There would be a $5,000 deductible with this
program. CPCA opposes this bill unless amended. Status: On April 26 it failed to pass the Committee on
Health.

Prescription Drugs: AB73 (Frommer), AB74 (Gordon), AB75 (Frommer), AB76 (Frommer), AB78 (Pavley) all
passed the Assembly on June 2. AB73 would provide consumer information to faciliate reimportation of
cheaper drugs from other countries. AB 74 would establish a hotline to advise consumers on drug discount
programs in California. AB 75 would provide a drug discount card, providing negotiated discounts to millions of
Californians, using the leverage of Medi-Cal's purchasing power. AB 76 would coordinate drug purchasing
among state agencies for better prices. AB 78 would set standards for pharmacy benefit managers.
(www.health-access.org, 6-2-05)

CPCA Budget Priorities

SUPPORT Administration Simplification and Program Accountability. The Administration proposes to
implement various initiatives intended to eliminate administrative burdens or to simplify program management
including improving the processing of Healthy Families and Medi-Cal applications, streamlining the Medi-Cal
provider enroliment process, and monitoring county performance standards. CPCA has historically advocated
for improvements in the administration of these publicly funded programs and supports the Administration’s
efforts to make program improvements by eliminating unnecessary bureaucracy.

OPPOSE Establishment of Premiums in Medi-Cal. The Governor’s budget proposes to establish monthly
premiums for Medi-Cal individuals with incomes above the poverty level and Medi-Cal seniors and persons
with disabilities with income levels above the monthly Supplemental Security Income/State Supplemental
Payment level. The Department of Health Services itself estimates that the implementation of premiums will






