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ITEMS TO BE HEARD

4120 EMERGENCY MEDICAL SERVICES AUTHORITY (EMSA)

| ISSUE 1: DISASTER MEDICAL SERVICES BUDGET CHANGE PROPOSAL

| PANELISTS

e Emergency Medical Services Authority
e Department of Finance

e Legislative Analyst's Office

e Public Comment

PROPOSAL

The Emergency Medical Services (EMS) Authority requests 2 positions and $979,000
General Fund in 2019-20 and $303,000 General Fund in 2020-21 and annually thereafter
for increased disaster medical services, including coordination of mobile medical assets
and medical volunteers during emergency response efforts. The resources include one-
time funding of $723,000 General Fund in 2019-20 for the purchase or replacement of
additional equipment in preparation for disaster response and $54,000 General Fund
ongoing for equipment maintenance or replacement.

BACKGROUND

The EMS Authority, as the lead agency responsible for coordinating California's medical
response to disasters, provides medical resources to local governments in support of their
disaster response. This may include the identification, acquisition and deployment of
medical supplies and personnel from unaffected regions of the state to meet the needs
of disaster victims. Response activities may also include arranging for evacuation of
injured victims to hospitals in areas/regions not impacted by a disaster. The medical
response to disasters requires the contributions of many agencies. The EMS Authority
works closely with the California Governor's Office of Emergency Services (Cal OES),
California National Guard (CNG), California Department of Public Health (CDPH) and
other local, state, and federal agencies to improve disaster preparedness and response.
The EMS Authority also works closely with the private sector: hospitals, ambulance
companies, and medical supply vendors.
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Responsibilities for disaster medical services preparedness and response include the
following:

e Development and maintenance of disaster medical response plans, policies and
procedures, such as the Public Health and Medical Emergency Operations Manual
(EOM);

e Provision of guidance and technical assistance to local EMS agencies, county
health departments, and hospitals for the development of local disaster medical
plans, policies and procedures;

e Enhancement of State and local disaster medical response capabilities through
the development of civilian disaster medical response teams, known as California
Medical Assistance Teams (CAL-MATS). response management teams, disaster
medical communications systems, and a statewide medical mutual aid system;

e Testing disaster medical response plans through periodic exercises with local,
state, and federal agencies and the private sector; and Management of California's
medical response to a disaster.

The EMS Authority's multi-tiered Mobile Medical Assets Program was built for a flexible
response. The multi-tiered program is comprised of Ambulance Strike Teams that
represent the first tier and respond within two hours, the Cal-MAT Teams that represent
the second tier and were developed to respond within 12 hours, deployment of medical
shelters which represents the third tier, and coordination of the state's medical response
to major disasters.

Ambulance Strike Teams represent the first tier of the EMS Authority's Mobile Medical
Assets Program and are organized groups of five ambulances, one support vehicle to
support field deployment medical supplies and provisions for Ambulance Strike Team
personnel, and one Ambulance Strike Team leader to provide rapid response in meeting
emergency medical transport needs in large-scale emergencies or disasters. There are
41 pre-designated teams throughout California with Disaster Medical Support Units
provided by the EMS Authority. Ambulance Strike Teams have been used in every major
response in recent years to evacuate healthcare facilities; they can respond within 2 hours
of request.

Cal-MAT Teams represent the second tier of the EMS Authority's Mobile Medical Assets
Program. These teams are activated by the EMS Authority to provide medical care during
disasters. There are currently three teams comprised of members from around the state
that are rapidly deployable and ready to treat patients within hours at field treatment sites,
shelters, existing medical facilities, and alternate care sites. Cal-MAT Teams are sized to
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meet the requirements of the medical mission, from 5 members to 50 members. Teams
are self-sufficient for 72 hours and include physicians, nurses, pharmacists, and logistical
and support staff. The EMS Authority deployed teams to Shasta and Butte counties in the
past year with the initial medical teams arriving at the base of operations within 12 hours
of notification of activation. The EMS Authority maintains oversight of warehouse
operations and cache management including vehicles, equipment and supplies, and
coordinates team formation and response. In addition, the EMS Authority staff
coordinates, integrates, and may provide resources for other medical volunteers and for
other teams such as Medical Reserve Corps, California National Guard, and local
jurisdiction volunteers.

Mobile Medical Shelters have been reconfigured from one of the two-hundred bed Mobile
Field Hospitals (MFH) into six multi-use thirty to forty bed modules. The modules include
the shelters, infrastructure equipment, and durable equipment, but do not include
biomedical equipment and medical supplies. The Mobile Medical Shelter Modules allow
EMS Authority to rapidly deploy this resource in response to local emergencies and
disasters. Potential uses include field sites for local/regional incidents, triage/treatment
during flu season surge, medical clinic, medical shelter, emergency operations center,
staff quarters, disaster exercise, and any other use that requires a medical field facility.
Most of these shelters are currently under control of California National Guard and local
jurisdictions who have little experience in deployment of the assets.

Emergency Operations Center Coordination is a role the EMS Authority fulfills in
cooperation with Cal OES and in partnership with CDPH and in accordance with the State
Emergency Plan. The EMS Authority coordinates the state's medical response to major
disasters. This includes development of policies and procedures for the joint COPH/EMS
Authority Medical/Health Coordination Center for Emergency Function #8, the Public
Health and Medical Function of the State Emergency Plan. The Disaster Medical Services
Division personnel staff the Duty Officer Program for the EMS Authority, conduct medical
mission planning, provide Emergency Operations Center coordination, and manage the
response

Most recently, the EMS Authority deployed or coordinated the response of these mobile
medical assets to assist Butte County Public Health during the Camp Fire. Working with
response partners from California Conversation Corps (CCC), CA Air National Guard
(GANG), CA Army National Guard and CA Military Reserve the EMS Authority set up 37
mobile medical shelters in eight locations, including Base Camp, to treat patients who
were housed in shelters. Six Ambulance Strike Teams were requested from adjoining
counties and mutual aid regions and were successful in relocating all in-patients to
appropriate health care facilities. The EMS Authority rostered and deployed 135 CAL-
MAT members throughout the mission. The medical teams from CAL-MAT, California
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National Guard, and disaster healthcare volunteers had more than 2,400 patient
encounters.

During this mission, the EMS Authority identified several gaps in response capabilities.
The deployment of medical treatment sites and shelters were delayed due to a lack of
EMS Authority staff to provide technical oversight and training to support entities including
the CCC and California National Guard. The set-up of the shelters at multiple sites took
approximately seven days to complete when it could have been done in a couple of days
had the EMS Authority had the proper personnel and equipment available. Mobile medical
shelter configurations were not updated to meet the response needs for smaller and more
mobile configurations. Medical caches were configured for general medical care and fell
short in addressing the needs of a large shelter community. Also, information concerning
medical needs, medical shelter status and assessments, treatment, patient tracking, and
health records was unavailable rapidly.

During the 2018 CARR fire, the EMS Authority deployed 34 CAL-MAT members to
provide medical support to nearly 700 citizens displaced in general population shelters.
The EMS Authority established a base of operations in Redding and formed CAL-MAT
members into task force teams to support medical needs at multiple site locations. The
EMS Authority supported the response with medical equipment caches, pharmaceuticals,
IT and communications equipment and also assisted with the coordination of multiple
Ambulance Strike Teams to evacuate patients from impacted medical facilities.

During the 2017 Napa Fires, the EMS Authority assisted the Sonoma Developmental
Center Dixon Fairgrounds sheltering operations by providing 12 Mobile Medical Shelter
structures, durable medical equipment, and Communications Platform (C3, VSAT and
handheld radios). In addition to medical transportation resources mobilized at the local
level, there were 92 ambulances used, which included 14 Ambulance Strike Teams and
22 individual ambulances from four Cal OES Mutual Aid Regions (Regions 2, 3, 4 and 5).
In addition, approximately 60 paratransit vehicles, buses, vans, and trucks were acquired
through the mutual aid system to move patients and their accompanying equipment.

STAFF COMMENTS/QUESTIONS

The Subcommittee requests EMSA present this proposal.

Staff Recommendation: Subcommittee staff recommends no action at this time to allow
for additional consideration of this proposal.
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4140 OFFICE OF STATEWIDE HEALTH PLANNING AND DEVELOPMENT (OSHPD)

| ISSUE 2: WET FUNDING PROPOSAL

|PANELISTS

e Department of Health Care Services
e Department of Finance

e Legislative Analyst's Office

e Public Comment

| PROPOSAL

The Office of Statewide Health Planning and Development (OSHPD) requests multi-year
appropriation authority of $100 million from the Mental Health Services Fund (MHSF)
beginning in Fiscal Year (FY) 2019-20 to support the 2020-2025 Workforce Education
and Training (WET) Five-Year Plan. OSHPD also requests provisional language to

transfer expenditure authority to state operations to administer the 2020-2025 WET Five-
Year Plan.

This proposal includes the following proposed provisional language:

4140-101-3085-For local assistance, Office of Statewide Health Planning and Development,

payable from the Mental Health Services Fund .............c.ccciviviiiiiiiniciinnnnn. 100,000,000
Schedule:

(1) 3835-Health Care Workforce........ccceicecisesscncscsnsncosassocssassscassas 100,000,000
Provisions:

1. Of the funds appropriated in Schedule (1), $100,000,000 is available to implement the
2020-2025 Workforce Education and Training (WET) Five-Year Plan to address
workforce shortages in the state's public mental health system. This amount is available
for encumbrance or expenditure until June 30, 2026.

2. The Department of Finance may authorize the transfer of expenditure authority specified
in Provision 1 of Item 4140-001-3085 to administer the Workforce Education and
Training (WET) Program. Any amounts transferred shall be available for encumbrance
or expenditure until June 30, 2026.
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BACKGROUND

In November 2004, California voters approved Proposition 63, also known as the Mental
Health Services Act (MHSA). The MHSA imposes a one percent tax on personal income
greater than $1 million to support prevention, early intervention, and services in the public
mental health system (PMHS). To address the public mental health workforce shortage,
MHSA included a component for WET programs and created a ten-year funding allocation
to establish the statewide WET programs. California Welfare and Institutions Code
Section 5892(a)(1) requires that ten percent of MHSA revenues collected between FY
2004-05 and FY 2007-08 be appropriated for WET purposes. A ten-year budget allocated
$445 million, $210 million to counties for local WET program implementation and $234.5
million for state administration of WET programs through FY 2017-18.

The former Department of Mental Health developed the first WET Five-Year Plan, 2008-
2013. As of October 2013, $119,755,910 State and Regional level WET funds had been
expended and/or encumbered to support that plan. In July 2012, the legislature
transferred the WET program to OSHPD, and mandated OSHPD to develop and
implement the second WET Five-Year Plan, 2014-2019. In January 2014, the California
Behavioral Health Planning Council (CBHPC) approved $114,744,090 (the remainder of
the $234.5 million for state administration of WET programs through FY 2017-18) for the
second WET Five-Year Plan. The table below shows the budget plan for the 2014-2019
WET Plan.

Table 1: Mental Health Services Act (MHSA) Workforce Education and Training (WET)
Five-Year Plan Budget
(approved by the California Behavioral Health Planning Council on January 20, 2016)

State WET
N":r:':“ State Administered WET Funding FY FY FY FY
Program for 4 2014-15 | 2015-16 2016-17 2017-18
Year
| ‘Budget
[ 1 Stipends | $31,426,699 | $8,207,434 | $6,913,927 | $8,152,660 |  $8,152.669
2 Loan Assumption $41,500,000 | $10,000,000 [$10,000,000 | $11,500,000 | $10,000,000 |
3 Education Capacity ~ $16,634,556 | $3,750,000 | $3,684,556 |  $4,600,000 $4,600,000 |
4 Consumer and Family Member |  $12,368,024 | $4,368,924 |  $0| $4,000,000|  $4,000,000 |
5 Regional Partnership | $9,000,000 | $3,000,000 | $3,000,000 | $3,000,000 | $0 |
6 Recruitment (Career | 94,344,090 | $403,000 | $1,046,428 | $1,447,331|  $1,447,331 |
Awareness) and Retention ‘ ]
7 [Evaluaton $900,000 $0| $400,000 | $250,000|  $250,000 |
| Total* RS $116,174,269 | $29,729,358 525,044.911[ $32,950,000 | $28,450,000 |

The total 2014-2019 WET Five-Year Plan increased from $114.7 million to $116.2 million due to unspent funds from the

2008-2013 WET First Five-Year Plan of $1.4 million
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In coordination with the CBHPC, OSHPD developed the 2020-2025 WET Five-Year Plan.
The CBHPC approved this plan in January 2019. The plan provides a framework of
strategies that state and local government, community partners, educational institutions,
and other stakeholders can pursue to further efforts to remedy the shortage of qualified
individuals who provide services in the PMHS. OSHPD is responsible for developing and
implementing programs that create, enhance, and grow the PMHS workforce without an
established funding source.

A 2018 study by the Healthforce Center at University of California, San Francisco for the
California Health Care Foundation showed that the projected demand for behavioral
health services outpaces projected supply. If current trends continue, the supply,
distribution, and composition of behavioral health professionals will be insufficient to meet
demand.

The WET Plan's framework supports a comprehensive system of programs and services,
across the state. Additionally, the strategies set forth in the plan support inter-system
collaboration to address the mental health needs of multi-system users, and to ultimately
achieve positive patient outcomes and reduce costs.

The funding requested would allow OSHPD to implement the 2020-2025 WET Five-Year
Plan and address the PMHS workforce shortage. WET programs include pipeline
activities to expose youth to the PMHS, as well as scholarships, stipends, and loan
repayments to recruit and retain qualified PMHS staff. OSHPD will implement new WET
programs to support individuals working within the PMHS in partnership with the MHSA
Regional Partnerships, who represent California's 58 counties. Funding allocations will
vary year over year based on local needs.

OSHPD will directly administer programs that support systems. These programs include
efforts to: increase the psychiatry training of practitioners working outside the PMHS;
expand residency programs; support peer personnel within the PMHS; and conduct
research and evaluation of the WET programs. The funding requested in this proposal
would increase the PMHS workforce in areas with a shortage of qualified mental health
personnel to meet the needs of California's diverse population. The 2020-2025 WET Five-
Year Plan articulates the following goals:

e Increase the number of competent PMHS professionals and expand capacity of
California's current PMHS workforce to address California's diverse and dynamic
needs.

e Facilitate a robust statewide, regional, and local infrastructure to develop the
PMHS.
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e Offer greater access to behavioral health care at a lower level of intensity.

e Support delivery of PMHS services for consumers within an integrated health
system that encompasses physical health and substance use services.

WET activities from FY 2014-15 through FY 2016-17 were effective in increasing the
number of PMHS professionals, supporting cultural competence, and retaining individuals
within the PMHS. In FY 2015-16 and FY 2016-17, the WET program supported about
23,000 participants each fiscal year. Generally, the respective race/ethnicity percentages
for underrepresented groups within the WET program surpassed their percentage of
California's population. WET program activities supported all regions of the state by
operating in 57 of the 58 counties.

Table 2: WET Program Participants

Participan

gry:gm WET Froatam 2014-15 pzo?s:imwzz::n
Individuals | MHLAP* 1,085 1,528 1,514
| Stipends ’ 293 325 339

Peer Personnel . 52é Sl 935 1 .72707

= | CalSEARCH** 66 30 0 |

Groups CFME** | 600 4,736 4,510
ﬂation'éapacity 65 106 111

Mini Grants 0 10,858 7,416

Retention 0 5,293 7,616

All Programs | 2,629 23809 | 22,713

*Mental Health Loan Assumption Program
**California’s Student and Resident Experiences and Rotations in Community Health
"**Consumer and Family Member Employment

Stipend and loan repayment programs were effective in retaining individuals within the
PMHS. Of those who graduated and completed their service commitments, 91 percent
continued working in the PMHS. Counties and community-based organizations reported
that the WET program was effective in increasing the PMHS workforce and increasing
PMHS workforce diversity and cultural/linguistic competency.

Legislative Analyst’s Office

The LAO provided the following analysis:

January Budget Proposed $50 Million in One-Time General Fund for Mental
Health Workforce. To ameliorate what the Governor considers to be statewide and
regional shortages of mental health professionals, the Governor's January budget
proposed a $50 million one-time General Fund augmentation for existing state programs
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that provide scholarships and student loan repayment for mental health professionals who
agree to work in underserved areas.

May Revision Proposes Additional State Funding for Mental Health
Workforce. The May Revision proposes allocating $100 million in state Mental Health
Services Act (MHSA) revenues to fund the 2020-25 mental health Workforce Education
and Training (WET) Five-Year Plan. The 2020-25 WET Plan was released by the Office
of Statewide Health Planning and Development (OSHPD) in February 2019, but until the
May Revision did not come with any attached funding. Under the mental health WET
program, the state has historically funded a variety of programs and strategies to improve
the supply and distribution of the state’s mental health workforce. These programs and
strategies include, for example, scholarships, student loan repayment, psychiatric
residencies, psychiatric fellowships, and clinical rotations. While the $50 million in
General Fund proposed in January would largely only support the scholarship and student
loan repayments, it is our understanding that the Governor’s additional $100 million in
MHSA funding would support all of the above strategies and others. As with the $50
million in General Fund proposed in January, the $100 million in funding would be
available for expenditure through 2025-26.

ASSESSMENT

Mixed Evidence of Statewide Mental Health Workforce Shortages . .. Following a
preliminary review of the state’s mental health workforce that we conducted earlier this
year, we find mixed evidence of a statewide shortage for mental health professionals
overall. While certain mental health workforce projections show the state is likely to
experience a shortage, other evidence we reviewed does not suggest this to be the case.
That said, we find stronger evidence that the state could be experiencing a shortage of
psychiatrists.

. But Regional Disparities in the Supply of Mental Health Professionals
Exist. While the evidence is mixed regarding the presence of a statewide mental health
workforce shortage, the evidence is strong that significant regional disparities exist in the
supply of mental health professionals. Notably, regions such as the Inland Empire and
the San Joaquin Valley have significantly fewer mental health professionals per capita
than the state as a whole.

Uncertainty Around Whether Existing State Programs and Strategies Have Been
Effective. Overall, existing state mental health workforce programs and strategies may
have had some positive impact in increasing the overall number of mental health
professionals throughout the state. However, our preliminary review of mental health
workforce data showed little relationship between the regions of the state experiencing
the greatest workforce challenges and the work locations of former program beneficiaries.
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OPTIONS FOR LEGISLATIVE CONSIDERATION

We provide several options for the Legislature to consider as it evaluates the
Governor’s proposals.

Take Pause to Identify the State’s Needs and the Most Cost-Effective
Strategies. Under the Governor's May Revision, the state would provide $150
million in 2019-20 for mental health workforce development, prior to necessarily
having identified the state’s most critical mental health workforce needs and the
most cost-effective strategies for ameliorating them. Accordingly, the Legislature
could consider taking pause and formulating a more comprehensive long-term
strategy on mental health workforce. Exercising this first option would involve
delaying funding until many of the outstanding uncertainties related to the state’s
mental health workforce strategies are better understood.

Scale Back Funding and Require a Local Contribution. Historically, what
otherwise would have been local MHSA funding for counties was redirected to fund
state mental health WET programs. Under the Governor’s proposal, however, only
funding designated for state purposes (General Fund and the portion of MHSA
funding dedicated to state activities and programs) would support state mental
health workforce programs. The Legislature could consider reducing the amount
of state funding provided for state mental health workforce programs and instead
require a financial contribution from counties to ensure similar total funding as
under the Governor’s proposal. (We would note that counties receive ongoing
flexible funding from the state for mental health services, including—at counties’
discretion—for workforce programs.)

Establish Parameters for How Funding Is Allocated. Another option is to
approve the Governor’'s proposal, but add parameters to ensure the funding is
targeted toward the areas of greatest need. For example, funding could be
prioritized toward regions of the state—such as the Inland Empire and the San
Joaquin Valley—that are likely experiencing the most acute mental health
workforce shortages. In addition or alternatively, the Legislature could target the
funding toward those mental health profession for which there is the greatest
evidence of shortages, such as psychiatrists.
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STAFF COMMENTS/QUESTIONS

The Subcommittee discussed the WET program as an oversight issue on March 11, 2019
(Issue #6, page 19).The Subcommittee requests OSHPD present this proposal and
respond to concerns and options raised by the LAO.

Staff Recommendation: Subcommittee staff recommends no action at this time to allow
for additional debate and discussion.
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4260 DEPARTMENT OF HEALTH CARE SERVICES

| ISSUE 3: MEDI-CAL ESTIMATE UPDATES (MR ISSUE 401, 409)

| PANELISTS

Department of Health Care Services

Department of Finance
Legislative Analyst's Office

Public Comment

ESTIMATE

Total DHCS Budget

(Includes non-Budget Act appropriations)

. 2018-19 2019-20 2019-20 % Change

Governor's Budget Governor's from

L
Fund Source Budget Act Budget May Revision | o . get Act
General Fund $23,408.,652 $23,405,017 $23,574,874 0.71%
Federal Funds $68,143,762 $66,234,871 $66,983,117 -1.73%
Special Fund &
Reimbursements $16,098,932 $14,600,085 $15,782,342 -1.97%
Total Funds $107,651,346 $104,239,973 | $106,340,333 -1.22%
*Dollars in thousands

State Operations
State Operations by Fund Source *

Governor's Budget 201819 Gig:?;:ﬂ?” . 2019-20 % ff:rl:::ge

L
Fund Source Budget Act Budget May Revision Budget Act
General Fund $236,579 $237,675 $272,962 13.33%
Federal Funds $457,020 $448.476 $534,875 14.56%
Special Funds & o
Reimbursements $57,086 $57,914 $64,967 12.13%
Total State
Operations $750,685 $744,065 $872,804 13.99%
*Dollars in thousands
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Local Assistance

FY 2018-19 Local Assistance by Fund Source *
201819 2018-19

Governor's Budget Ak Revised Revised % Change
Fund Source* Governor’'s from

Budget Act Budget May Revision Budget Act
General Fund $23,172,073 $20,968,397 $19,975,413 -16.00%
Federal Funds $67,686,742 $63,221,717 $60,328,744 -12.20%
Special Funds & o
Reimbursements $16,041,846 $17,167,934 $16,299,048 1.58%
Total Local o
Assistance $106,900,661 $101,358,048 $96,603,205 -10.66%
*Dollars in thousands

FY 2019-20 Local Assistance by Fund Source *
Governor's Budget 2018-19 G:g;:;iﬂr% 2019-20 % (:rls?:ga
ar

Fund Source Budget Act Budget May Revision Budget Act
General Fund $23,172,073 $23,167,342 $23,301,912 0.56%
Federal Funds $67,686,742 $65,786,395 $66,448,242 -1.86%
Special Funds &
Reimbursements $16,041,846 $14,542171 $15,717,375 -2.02%
Total Local o
Assistance $106,900,661 $103,495,908 | $105,467,529 -1.34%

*Dollars in thousands

The average monthly caseload for fiscal year 2019-20 is projected to be 13,009,800
beneficiaries, which represents a decrease of 210,300 beneficiaries from the Governor's
Budget. The decrease in caseload is primarily attributable to a growing economy. Total
Medi-Cal expenditures for 2019-20 are projected to be $102,188,875,000
($23,018,406,000 General Fund) which is an increase of $1,488,997,000 total funds and
an increase of $141,387,000 General Fund from the Governor's Budget.

May 2019 Medi-Cal Estimate (Issue 401)—It is requested that the adjustments below be
made to the following items to reflect caseload and other miscellaneous adjustments
outlined in the Medi-Cal estimate:

e Item 4260-101-0001 be increased by $147,985,000, and reimbursements be
increased by $30,571,000

e |tem 4260-101--0232 be increased by $4,678,000

e Item 4260-101--0233 be increased by $1,336,000

e |tem 4260-101--0236 be increased by $769,000

e Item 4260-101--0890 be increased by $666,098,000
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e Item 4260-101 -3168 be increased by $378,000

e Item 4260-102--0001 be increased by $1,614,000

e Item 4260-102--0890 be decreased by $722,000

e Item 4260-106--0890 be increased by $4,480,000

e Item 4260-113--0001 be decreased by $58,307,000
e Item 4260-113--0890 be increased by $353,036,000
e Item 4260-117--0001 be increased by $171,000

e Item 4260-117--0890 be increased by $592,000

Key adjustments:

Current Year—The May Revision assumes decreased expenditures in the Medi-Cal
program of approximately $1 billion General Fund compared to the Governor's Budget.
Unlike most programs, Medi-Cal operates on a cash, rather than an accrual, basis of
accounting. This means that the timing of transactions can significantly disrupt fiscal year
budgetary estimates.

e About 70 percent of the difference is due to shifts in timing for repayments to the
federal government. These repayments are now assumed to be made in the
budget year, resulting in relatively minor net changes across the two fiscal years.

e Another 12 percent is attributed to increased savings for drug rebates and
retroactive managed care payments, offset by increased delinquent fees owed
from skilled nursing facilities and other one-time adjustments.

e The remaining variance is primarily due to changes in fee-for-service caseload.

Pharmacy Benefit Transition to Fee-for-Service -- The transition of pharmacy services
from Medi-Cal managed care to a fee-for-service benefit is expected to increase
California’s negotiation for supplemental rebates as well as lower costs in the Medi-Cal
program. Savings from the transition are estimated to reach $393 million General Fund
by 2022-23. These savings will not be realized immediately upon the transition in January
2020 due to timing of drug rebates and managed care payments.

Full-Scope Expansion Implementation Shift -- The May Revision includes $96.1 million
($72.4 million General Fund) to expand full-scope Medi-Cal coverage to eligible young
adults aged 19 through 25 regardless of immigration status, starting no sooner than
January 1, 2020. The assumed implementation date is six months later than assumed at
the Governor’s Budget. This expansion will provide full-scope coverage to approximately
90,000 individuals in the first year. Nearly 75% of these adults are currently in the Medi-
Cal program and receiving limited scope benefits.

ASSEMBLY BUDGET COMMITTEE 16




SUBCOMMITTEE NO. 1 HEALTH AND HUMAN SERVICES MAY 14, 2019

Proposes $2.1 billion ($729 million General Fund) for county eligibility
determination activities, an increase of $15.3 million total funds compared with the
Governor’s Budget.

Medi-Cal Drug Rebate Fund Reserve (Issue 409)—It is requested that Item 4260-101-
0001 be increased by $172 million to maintain a reserve of the equivalent amount in the
Medi-Cal Drug Rebate Fund. The reserve is intended to alleviate the General Fund impact
related to drug rebate volatility.

STAFF COMMENTS/QUESTIONS

The Subcommittee discussed the Governor's Budget's proposed DHCS budget and
November 2018 Medi-Cal estimate on February 25, 2019 (Issue # 2, page 6). The
Subcommittee requests DHCS present the May 2019 estimate and highlight significant
differences from the November 2018 estimate.

Staff Recommendation: Subcommittee staff recommends no action at this time to allow
for additional debate and discussion.
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| ISSUE 4: FAMILY HEALTH ESTIMATE UPDATES (MR ISSUE 402)

| PANELISTS

e Department of Health Care Services
e Department of Finance

e Legislative Analyst's Office

e Public Comment

ESTIMATE

Family Health May Revision Estimates (Issue 402)—It is requested that Item 4260-
111-0001 be decreased by $2,993,000 and reimbursements be increased by $1,000. It
is also requested that Item 4260-114-0001 be decreased by $3,824,000. These changes
reflect revised expenditures due to caseload and other miscellaneous adjustments
outlined in the Family Health Estimate.
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California Children's Sarvices
4260-111-0001 (General Fund)
4260-611-0995 (COPH Title vV Reimib.)

County Funds®
TOTAL CCS
Child Health and Disability Prevention
4260-111-0001 (General Fund)
TOTAL CHDP

G-anetlcaly Handicapped Persons Program

4260-111-D001 {General Fund)
4260-611-0995 (Enreliment Fees)
4260-801-3079 (Rebates Special Fund)

TOTAL GHPP

Every Woman Counts Program
4260-114-0001 (General Fund)
4260-114-0236 (Prop 93)

4260-114-0009 (Breast Cancer Conlrol Accl)

4260-114-0890 (Center for Disease Control)
TOTAL EWC

GRAND TOTAL - ALL FUNDS

4260-111-D001°
4260-114-D001
4260-114-D009
4260-114-0236
4260-114-0890
4260-611-0995
4260-601-3079

County Funds®

Management Summary

Fiscal Year 2019-20
Comparison of Appropriation, November 2018, and May 2019 Estimates

ram

Approp Est. Nov. 18 Est. May 19 Est.  Chyg Approp - Chg Mov. 18 -
FY 2018-19 FY 2019-20 FY 2019-20 May 19 Est. May 19 EsL

£ 87,254,000 $ 80,318,000 % 81,148,000 % (8,106,000) % 830,000
$ 5,453,000 % 5,453,000 % 5,453,000 50 50

% 83,629,000 $ B6.088,000 $ 86,761,000 $ 3,132,000 $ 673,000
% 92,707,000 § 85,771,000 § B6,601,000 $ (6,1086,000) $ 830,000
§ 3,000 50 §0 $ (3.000) $0

§ 3,000 50 $0 $ (3,000) 50

% 138,227,000 5 118,146,000 $ 114,323,000 $(23,904,000) 5 (3,823,000)
$ 478,000 § 462,000 $ 463 000 % (15,000) $1,000

5 16,259,000 $ 8,300,000 % 10,748,000 % (5,511,000) $ 2,448 000
§ 154,964,000  §126,908,000 % 125534,000 $ (29,430,000) % (1,374,000)
§ 5,608,000 $ 16,737,000 % 12,913,000 % 7,305,000 § (3,824,000)

% 14,515,000 % 14,515,000 % 14,515,000 50 50
5 7,989,000 $ 7,989,000 5 7,889,000 50 50
55,128,000 $ 5,128,000 5 5,128,000 50 50

$ 33,240,000 § 44,369,000 § 40,545,000 $ 7,305,000 § (3,824,000)
§ 280,914,000  $ 257,048,000  $252,680,000 % (28,234,000) § (4,368,000)
§ 225484000 $108464000 $195471,000  $(30,013,000) £ (2,993,000)
£ 5,608,000 $ 16,737,000 % 12,913,000 % 7,305,000 § (3,824,000)

5 7,989,000 $ 7,989,000 5 7,889,000 50 50

% 14,515,000 % 14,515,000 % 14,515,000 50 50
55,128,000 $ 5,128,000 55,128,000 50 50

£ 5,931,000 % 5,915,000 £ 5,816,000 % (15,000) £ 1,000

% 16,259,000 % 8,300,000 % 10,748,000 % (5,511,000) § 2,448 000
% 83,629,000 $ B6.088,000 $ 86,761,000 $ 3,132,000 $ 673,000

! County Funds are nol included in Tatal Funds. They are shown for display only.
* As of the November 2018 eslimate cycle, projected CHDP expenditures have moved to the Medi-Cal Local Assistance Estimale.

STAFF COMMENTS/QUESTIONS

The Subcommittee requests DHCS present the Family Health Estimate, highlighting any
significant changes from the November 2018 estimate to the May 2019 estimate, and

respond to the following:

1. Please explain the significant increase in General Fund in the Every Woman

Counts Program.

Staff Recommendation: Subcommittee staff recommends no action at this time to allow
for additional debate and discussion.
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| IssUE 5: PROPOSITION 56 MEDI-CAL EXPENDITURES UPDATES (MR ISSUE 403)

| PANELISTS

Department of Health Care Services
Department of Finance

Legislative Analyst's Office

Public Comment

| PROPOSAL

Proposition 56 Investments (Issue 403)—It is requested that Item 4260-101-3305 be
decreased by $180,216,000. This is the net decrease reflecting shifting expenditures for
the Value-Based Payments Program to Item 4260-103-3305, which is offset by increases
to fund -3- provider training for trauma screenings, restoration of the optical benefit and
optical lab services for adult beneficiaries in the Medi-Cal program, no sooner than
January 1, 2020, and revised spending for the Governor's Budget Proposition 56
package. It is also requested that provisional language in Item 4260-101-3305 be
amended to reflect these adjustments as follows:

ASSEMBLY BUDGET COMMITTEE 20




SUBCOMMITTEE NO. 1 HEALTH AND HUMAN SERVICES MAY 14, 2019

Amend the following provisions of Item 4260-101-3305 as follows:

“1. The funds appropriated in this item are available for expenditure pursuant to subdivision
(a) of Section 30130.55 of the Revenue and Taxation Code. The Legislature finds and
declares that the expenditures are made in accordance with the California Healthcare,
Research and Prevention Tobacco Tax Act of 2016 (Proposition 56). The Legislature finds
that the expenditures described in this Item Previsien-3-increase funding for the existing
healthcare programs and services described in subdivision (a) of Section 30130.55 of the
Revenue and Taxation Code, and that payments and support for the nonfederal share of
payments for healthcare, services, and treatment are increased based on the criteria
described in this item, which ensures timely access, limiting specific geographic shortages of
services or ensuring quality care. Expenditures shall be used only for care provided by
health care professionals, clinics, and health facilities that are licensed pursuant to Section
1250 of the Health and Safety Code, and to health plans contracting with the State
Department of Health Care Services to provide health benefits pursuant to subdivision {a) of
Section 30130.55 of the Revenue and Taxation Code.

2. To effectively administer the Medi-Cal program, the Department of Finance may decrease or
increase this item to conform the appropriation to revised revenue estimates pursuant to
subdivision (a) of Section 30130.55 of the Revenue and Taxation Code.

3. The State Department of Health Care Services shall develop the structure and parameters
for the payments and rate increases to be made pursuant to this item. Of the amount
appropriated in this item, the funding may be available for extending supplemental payments
for physician services, and dental services, supplemental paymentsfor Intermediate Care
Facilities for the Developmentally Disabled, to facilities providing continuous skilled nursing
care to developmentally disabled individuals pursuant to the pilot project established by
Section 14132.20 of the Welfare and Institutions Code, Women's Health, and HIV/AIDS
waiver providers; and, notwithstanding any other law, rate increases for home health
providers of medically necessary in-home services for children and adults in the Medi-Cal
fee-for-service system or through home and community-based service waivers, and for
pediatric day health care facilities in the Medi-Cal fee-for-service system_; The funding may
also be available for developmental screenings for children, trauma screenings for children
and adults, provider training for trauma screenings, family planning services provided
through Medi-Cal fee-for-service and managed care, and, notwithstanding any other law,

optical services pursuant to paragraph ;1 1 of subdmsmn i.’g‘l of Sectmn 14131 1ﬂ of the
Welfare and Institutions Code. and-vak ST ranaged care
plars—The Department shall post the prﬂpused payment structura u‘f%heaa the th_'sn-::la

and dental supplemental previder payments on its Internet Web site by September 30, 2019,
upon the approval of the Department of Finance.

4. The payments or rate increases authorized pursuant to this item that are eligible for federal
financial participation shall be available after any necessary federal approvals have been
obtained, except that the State Department of Health Care Services may make payments
available while federal approval is pending, provided that any payment amounts for which
federal approval is not obtained shall be recouped from applicable providers. This item shall
be implemented only to the extent the State Department of Health Care Services obtains
any necessary federal approvals for payments eligible for federal financial participation and
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determines that federal financial participation is not otherwise jeopardized. To the extent
applicable, each of the payments or rate increases by provider type may be implemented
independently as federal approval is received and to the extent federal financial participation
is determined and not otherwise jeopardized.

5. The payments or rate increases authorized pursuant to this item will be implemented only to
the extent federal Medicaid policy does not reduce federal financial participation as
projected in the annual budget act as determined by the Department of Finance.

6. For purposes of provider training related to trauma screenings pursuant to Provision 3 of this

item, the State Department of Health Care Services may enter into exclusive or

nonexclusive contracts, or amend existing contracts, on a bid or neqotiated basis. Contracts
entered into or amended pursuant to this provision shall be exempt from Chapter 6

{commencing with Section 14825) of Part 5.5 of Division 3 of Title 2 of the Government
Code, Section 19130 of the Government Code, Part 2 (commencing with Section 10100) of

Division 2 of the Public Contract Code, and the State Administrative Manual, and shall be
exempt from the review or approval of any division of the State Department of General
Services.

7. Notwithstanding Chapter 3.5 (commencing Section 11340) of Part 1 of Division 3 of

Title 2 of the Government Code, the State Department of Health Care Services may

implement this item by means of plan or county letters, information notices, plan or provider
bulletins, or other similar instructions, without taking requlatory action.”

Proposition 56 Medi-Cal Physician and Dentist Loan Repayment Program—It is
requested that Item 4260-102-3305 be added in the amount of $120 million to reflect
additional funding for the Proposition 56 Medi-Cal Physician and Dentist Loan Repayment
Program. It is also requested that provisional language be added to this item to specify
allocations to physicians and dentists and the availability of the funding until June 30,
2029 as follows:

4260-102-3305—For local assistance, State Department of Health Care Services, payable from

the Healthcare Treatment Fund...........oooociieeeeiieeeeeeveeees s ee e 120,000,000
Schedule;

(1) 3960022-Benefits (Medical Care and Services)........c..cccccooeeeenninn, 120,000,000
Provisions:

1. The funds appropriated in this item are allocated for the Proposition 56 Medi-Cal Physicians
and Dentists Loan Repayment Act for qualifying, recent graduate physicians and dentists who
serve Medi-Cal beneficiaries. Of these funds, $100,000,000 may be allocated for recent
graduate physicians and $20,000,000 may be allocated for recent graduate dentists. The funds
appropriated for this purpose are available for expenditure until June 30, 2029.
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Value-Based Payments Program—It is requested that Item 4260-103-3305 be added
in the amount of $250 million for the Value-Based Payments program. It is also requested
that provisional language be added to specify $70 million of this funding be used for
behavioral health integration and the availability of the funding until June 30, 2022 as
follows:

4260-103-3305—For local assistance, State Department of Health Care Services, payable from

the Healthcare Treatment FUnd..........ccovemrieeeeeerrceee e, 250,000,000
Schedule:

(1) 3960022-Benefits (Medical Care and Services)...........cccvveeenenne..... 250,000,000
Provisions:

1. Of the funds appropriated in this item, $250,000,000 is allocated for Proposition 56
Value-Based Payment programs to offer financial incentives to health care providers that
improve their performance on predetermined measures or meet specified targets that focus on
quality and efficiency of care. Of the amount allocated in this item, $70,000,000 is to be used for
behavioral health integration. The funds appropriated for these purposes are available for
expenditure until June 30, 2022. These provisions shall be implemented only to the extent the
State Department of Health Care Services determines federal financial participation is available
and not otherwise jeopardized.

The May Revision continues to include supplemental payments for physicians, dentists,
women’s health services, intermediate care facilities for the developmentally disabled
(ICF/DD) providers, and HIV/AIDS Waiver services. In addition, there are Proposition 56-
funded rate increases for home health agencies, private duty nursing, and pediatric day
health care programs. The total FY 2019-20 Proposition 56 funding for these providers is
$748.0 million. The Department estimates the total funding (both federal and Proposition
56) in FY 2018-19 for these payments is $2.315 billion and in FY 2019-20 is $2.163 billion.
The May Revision proposes additional investments that include the following:

e $120 million additional one-time funding for the CalHealthCares Loan Repayment
program for eligible physicians and dentists who agree to specified terms and
conditions in exchange for up to $300,000 in educational debt. Of this one-time
amount, $100 million will be for physicians and $20 million will be for dentists. This
brings the total allocation for CalHealthCares to $340 million, including the $220
million from the 2018 Budget Act.

e 3$70 million in additional one-time funding for the Value-Based Payments,
specifically targeting behavioral health integration. This is in addition to the $180
million proposed in the Governor’s January Budget and brings the total allocation
for Value-Based Payments to $250 million starting in 2019-20.
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e A one-time $60 million allocation for provider training and technical assistance to
support the Governor’s proposal for pediatric and adult trauma screenings. This
allocation will be provided over three fiscal years: $25 million in 2019-20, $20
million in 2020-21 and $15 million in 2021-22.

e $11.3 million to restore optician and optical lab services for adult beneficiaries in
the Medi-Cal program, effective no sooner than January 1, 2020.

The May Revision proposes all Proposition 56 investments will sunset December 31,
2021. Starting January 1, 2022, Proposition 56 revenue will be used to fund growth in the
Medi-Cal program compared to the 2016 Budget Act.

STAFF COMMENTS/QUESTIONS

The Subcommittee heard the Governor's Budget proposals on Proposition 56 Medi-Cal
expenditures on February 25, 2019 (Issue #5, page 18).

The Subcommittee requests DHCS present the new Proposition 56 proposals contained
in the May Revise.

Staff Recommendation: Subcommittee staff recommends no action at this time to allow
for additional debate and discussion.
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| IsSUE 6: MEDI-CAL ELIGIBILITY EXPANSION UPDATES (MR ISSUE 407 AND TBL)

| PANELISTS

e Department of Health Care Services
e Department of Finance

e Legislative Analyst's Office

e Public Comment

| PROPOSAL

It is requested that Item 4260-101-0001 be decreased by $121,863,000 and Item 4260-
101-0890 be decreased by $39,773,000 to reflect revised costs of expanding full-scope
Medi-Cal expansion to undocumented young adults.

The May Revise delays implementation of the proposal in the Governor's Budget to
expand Medi-Cal eligibility to young adults, regardless of immigration status, to January
1, 2020, at a revised budget year cost of $98 million ($74.3 million General Fund),
estimated to extend full-scope coverage to 90,000 individuals.

The May Revise also withdraws the January Budget proposal to change realignment
redirection amounts for four “60/40 counties,” reflects Yolo County as a County Medical
Services Program (CMSP) county, and withholds realignment revenues from the CSMP
Board until the Board’s projected total reserves fall below two years of expenditures, at
which point a 75/25 percent redirection will be implemented. (This reflects updated
information from the Governor’s Office since the release of the May Revision.)

Trailer Bill:

Amendments to trailer bill language proposed at Governor's Budget are requested to
reflect changes to the redirection of realignment revenue pursuant to Chapter 24, Statutes
of 2013 (AB 85). Specifically, amendments are requested to reflect Yolo as a County
Medical Services Program county, align the change in redirection with -4- the timing of
the implementation of the young undocumented adult expansion, and withhold
realignment revenues from the County Medical Services Program Board until total
projected reserves reach a reasonable level, at which point the Board's health
realignment redirection will be reflected as 7 5 percent.
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STAFF COMMENTS/QUESTIONS

The Subcommittee heard the Governor's Budget proposal to expand Medi-Cal eligibility
to young adults (19-25 years), regardless of immigration status, on April 8, 2019 (Issue
#3, page 15). The Subcommittee also heard the Governor's proposed trailer bill related
to a modification to AB 85, in order to recoup a portion of county savings associated with
this proposed shift in obligation from counties to the state on April 8, 2019 (Issue #4, page
20).

The Subcommittee requests DHCS present the modifications to these proposals that are
contained in the May Revise.

Staff Recommendation: Subcommittee staff recommends no action at this time to allow
for additional debate and discussion.
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| ISSUE 7: WHOLE PERSON CARE EXPANSION UPDATE (MR ISSUE 450)

| PANELISTS

e Department of Health Care Services
e Department of Finance

e Legislative Analyst's Office

e Public Comment

PROPOSAL

The May Revision includes a one-time $20 million allocation from the Mental Health
Services Fund (4260-115-3085) for counties that do not currently participate in the Whole
Person Care pilots, as authorized under California’s Section 1115 Medicaid Waiver. With
this funding, counties will be able to develop and implement programs focused on
coordinating health, behavioral health, and critical social services, such as housing. Like
the counties currently participating in Whole Person Care, these funds will be used by
counties to target at-risk populations such as those with mental illness or homeless. The
Department expects to award funds to interested counties by March 2020.

This proposal includes the following provisional language:
4260-115-3085—For local assistance, State Dapartment of Health Care Services, payable from

the Mental Health Services Fund.. .. 20,000,000
Schedule:

(1) 3960050-Other Care SerViCeS . . e e e eeareeeneneeeeeeeenenno-. 20,000,000
Provisions:

1. Notwithstanding any other law, the funds appropriated in this item shall be available for
encumbrance or expenditure until June 30, 2025 by the State Department of Health Care
Services to provide funds to counties for their development and implementation of programs to
focus on coordinating health, behavioral health (with a mental health and/or substance use
disorder), and critical social services such as housing. The funds may be used to match local
county investments towards the specified services, and shall not supplant existing local county
investments for these purposes.

BACKGROUND
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California’s Whole Person Care Pilot program coordinates health, behavioral health and
social services in a patient-centered manner with the goal of improved beneficiary health
and well-being. The need for Whole Person Care arose due to unmet social, behavioral
health, and health needs within vulnerable populations, and from fragmentation of
organization and financing of current health and human services systems. Indeed, low-
income populations are more likely to experience a multitude of health, behavioral health,
and social needs, requiring them to seek care across multiple and fragmented systems.
For example, the prevalence of mental illness among Medicaid beneficiaries is twice that
of the general population, and nearly half of beneficiaries with disabilities have a
psychiatric illness. Research has also shown that individuals with serious mental illness
(SMI) are at a greater risk of death, have lower life expectancy by nearly 25 years, and
are more likely to have chronic medical conditions compared to the general population.
Medicaid beneficiaries with SMI also have significantly higher medical costs than those
without SMI.

California has successfully worked with twenty-five (25) Whole Person Care Pilot
programs to provide target populations with a range of comprehensive services and
supports to address unmet needs and improve the quality and outcome of high-risk
populations. The 2019-20 May Revision seeks to encourage additional counties to initiate
Whole Person Care-like pilot capacity with a one-time funding allocation of $20 million
and multi-year spending authority through June 30, 2025 from the Mental Health Services
Fund.

The Department of Health Care Services (DHCS) will provide start-up funding to counties
that are not currently participating in the state’s Whole Person Care Pilot program based
on a county’s demonstration of interest and support from multiple local partners within the
county. The amount awarded to each county will be determined at the time of application
and informed by the county’s proposed budget and readiness activities.

Interested counties may request funds from DHCS to perform the following administrative
and programmatic activities that may include:

e Supports necessary to plan, build and run Whole Person Care-like services,
including but not limited to intensive care management programs aimed at
certain target populations (e.g. high emergency room/inpatient utilizers,
homeless, recently incarcerated, individuals with serious mental iliness),
recuperative care, respite care, etc.

e Core program development and support

e Staffing

e |T infrastructure

e Program governance
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e Training
e Ongoing data collection
e Marketing materials

DHCS will make applications available to interested counties by December 2019. Funds
are intended to be awarded to successful applicants by March 31, 2020.

STAFF COMMENTS/QUESTIONS

The Subcommittee heard the Governor's Budget proposal to increase funding for the
Whole Person Care pilots in order to increase access to housing for homeless mentally
ill individuals on March (Issue #1, page 4)

The Subcommittee requests DHCS present the expansion to this proposal included in the
May Revise.

Staff Recommendation: Subcommittee staff recommends no action at this time to allow
for additional debate and discussion.
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| IssUE 8: PEER-RUN MENTAL HEALTH WARM LINE PROPOSAL (MR ISSUE 407)

| PANELISTS

e Department of Health Care Services
e Department of Finance

e Legislative Analyst's Office

e Public Comment

| PROPOSAL

The Department intends to provide $3.6 million from the Mental Health Services Fund
over the next three fiscal years (2019-2022) to support phone and instant messaging to
callers across California using peer counselors with lived experience of mental health
challenges. The 6 California Peer-Run Warm Line will offer accessible peer support to
Californians on a 24/7 basis. These services are expected to decrease unnecessary
emergency room visits, avoid public safety involvement and other types of crisis services.
The Department of Health Care Services will effectuate a contract with the Mental Health
Association of San Francisco to implement the California Peer-Run Warm Line, upon
approval of the Legislature and effective July 1, 2019.

BACKGROUND

The Governor's 2019-20 May Revision proposes to support the California Peer-Run
Warm Line with $3.6 million in Mental Health Services Act funds for the next three fiscal
years (2019-20 through 2021-22). This funding will allow individuals across California to
receive support from peer counselors who have experienced mental health challenges.

The California Peer-Run Warm Line will offer accessible peer support to Californians on
a 24/7 basis via phone and instant messaging. Peer counselors with lived experience
provide non-judgmental support while also helping to alleviate the burden on other higher-
cost or more intensive levels of crisis care. The Peer-Run Warm Line is expected to
decrease unnecessary emergency room visits, public safety involvement, and other types
of crisis services. In addition to being an easily accessible service for Californians no
matter their location or county of residence, the Peer-Run Warm Line offers those
struggling with mental illness an opportunity to find meaningful employment. These
employment opportunities will allow individuals to be trained as mental health peer
counselors — a critical workforce that is needed in our state.
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The funds in the Governor's May Revision will support staffing, training, administrative
costs, and a program evaluation.

It is expected that the California Peer-Run Warm Line, at full operating capacity, will be
able to handle tens of thousands of calls and messages each year, providing an important
link for individuals struggling with isolation, anxiety, difficult interpersonal relationships,
and other issues that negatively impact their overall health and wellbeing.

The Department of Health Care Services will contract with the Mental Health Association
of San Francisco to implement the California Peer-Run Warm Line.

STAFF COMMENTS/QUESTIONS

The Subcommittee heard a nearly-identical stakeholder proposal on May 6, 2019 (Issue
#14, page 42).

The Subcommittee requests DHCS present this proposal.

Staff Recommendation: Subcommittee staff recommends no action at this time to allow
for additional debate and discussion.
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| ISSUE 9: PROPOSITION 64 YOUTH SUBSTANCE ABUSE PREVENTION PROPOSAL

| PANELISTS

e Department of Health Care Services
e Department of Finance

e Legislative Analyst's Office

e Public Comment

| PROPOSAL

Proposition 64 directs the Department of Health Care Services to establish interagency
agreements with the Department of Public Health and the Department of Education. The
May Revision includes $119 million in spending from the Youth Education, Prevention,
Early Intervention and Treatment Account. The Department will provide $12 million to the
Department of Public Health for surveillance and education activities. The Department
will also provide the Department of Education with $80.5 million to fund up to 9,600 slots
for income-eligible families for afterschool and summer care for school-age children up to
13 years old through the General Child Care program. With funding of $21.5 million,
DHCS will support local programs that emphasize prevention, education and early
intervention for youth through a competitive grant program and informed through a
stakeholder process. Lastly, $5.3 million will be provided to the California Natural
Resources Agency to fund youth community access grants that support natural or cultural
resources, with a focus on low-income and disadvantaged communities for positive
programming to discourage substance use. Specifically, the May Revise includes:

e $21.5 million to DHCS to implement competitive grants to develop and
implement new youth programs in the areas of education, prevention, and
early intervention of substance use disorders.

e $12 million to the Department of Public Health for cannabis surveillance and
education activities.

e $80.5 million to the Department of Education to subsidize child care for school-age
children of income-eligible families.

e $5.3 million to the California Natural Resources Agency to support youth

community access grants to increase access to natural and cultural resources for
low-income youth and disadvantaged communities.
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STAFF COMMENTS/QUESTIONS

The Subcommittee discussed Proposition 64 on March 25, 2019 (Issue #2, page 17).

The Subcommittee requests DHCS present the DHCS portion of this proposal.

Staff Recommendation: Subcommittee staff recommends no action at this time to allow

for additional debate and discussion.
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IssuE 10: CA-MMIS OVERSIGHT TO OWNERSHIP AND MODERNIZATION PROJECTS BUDGET
CHANGE PROPOSAL (MR ISSUE 401)

|PANELISTS

Department of Health Care Services
Department of Finance

Legislative Analyst's Office

Public Comment

PROPOSAL

The Department of Health Care Services (DHCS), California Medicaid Management
Information Systems (CA-MMIS) Division requests resources necessary to further its
strategic Oversight to Ownership (020), Fiscal Intermediary (FI) Turnover and Takeover,
and Modernization objectives and fund: 1) the transitional efforts associated with the
Turnover and Takeover strategy; 2) the continuation of the 020 strategy; and 3) the
continuation of ongoing procurements for design, development and implementation of
systems modules.

DHCS requests the following new positions, resources, and Budget Act provisional
language in FY 2019-20:

» Total new resources of 11.0 permanent positions and expenditure authority of
$26,771,000 ($7,885,000 General Fund (GF); $18,886,000 Federal Fund (FF)):

o Expenditure autherity of $25,000,000 ($7,235,000 GF; $17,765,000 FF) for FI
Turnover and Takeaover efforts.

o 9.0 permanent positions and expenditure autharity of $1,418,000 ($612,000
GF, $806,000 FF) for continuation of the 020 strategy.

o 2.0 permanent positions and expenditure authority of $353,000 ($38,000 GF:
$315,000 FF) for continuation of Modernization efforts.

» Reappropriation language extending $7,385,000 GF from FY 2018-19 to FY 2019-20
and corresponding increased Federal Fund of $15,515,000 in 2019-20 for Turnover
and Takeover efforts due to timing of expenses (see Attachment B for proposed
budget bill language).

BACKGROUND

California's Medicaid program (Medi-Cal) serves approximately 13.2 million members and
its automated system, the California Medicaid Management Information System (CA-
MMIS), processes approximately 200 million Fee-for-Service claims to providers, totaling
over $19 billion annually, to providers of health care services. DHCS currently contracts
with a Fl to operate the system and is solely charged with the oversight, management,
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monitoring, and administration of the contract and the services provided by the FI. The
services include adjudicating both Medi-Cal and non-Medi-Cal claims, as well as other
services to program providers, beneficiaries, and federal and state users of the system.
In 2010, DHCS contracted with a vendor to provide Information Technology Maintenance
and Operations (IT M&C), Business Operations (Bus Cps) as well as the design,
development and implementation (DDI) of a new replacement system (System
Replacement Project or SRP). As a result of various challenges experienced by the
vendor, a settlement agreement was approved in 2015 by DHCS and the vendor which
included, but was not limited to, the Fl transferring the DDI requirements of the contract
to DHCS while maintaining the IT M&C and Bus. Cps activities through the end of
operations for the current vendor (September 2019) and through the run out of the
contract and associated stabilization period (through March 31, 2020). DHCS began a
procurement process to establish new contracts for: 1) IT M&C; and 2) Bus Cps, prior to
the September 2019 end date.

The transfer of the DDI responsibilities to DHCS from the Fl presented an opportunity for
the State to create a modern, modular solution which will be compliant with all of the
requirements of the federal Centers for Medicare and Medicaid Services (CMS). DHCS
assumed responsibilities of: 1) performing project management activities; 2) assessing
the current CA-MMIS Governance model; 3) managing all of the contracted activities
concerning business process reengineering; 4) managing all contracted transition
activities; 5) overseeing quality management activities; 6) performing integration, service
management, and operations management activities; 7) directing user acceptance testing
activities; and 7) other functions.

DHCS developed a "Modernization Approach” to replace the old legacy system and
executed organizational transformation activities to transition to C2C. The modernization
and transformation activities utilize a modular approach coupled with industry standards-
based service and operations management frameworks, alongside agile design and
development techniques to incrementally deliver new functionality to CA-MMIS across
multiple development fiscal years.

The 2017-18 budget included seven positions for DHCS to begin modernization efforts
and adopt a user-centered, iterative, modular approach to the DDI of systems modules,
as well as the conversion of 21.0 limited-term positions to permanent positions and
funding for personal services to support and oversee the ongoing maintenance and
operation of the legacy system. CA-MMIS completed the Cal-ARM statement of work,
received CMS approval for a Federal Draw and Reporting (FDR) Digital Services
developer team, and completed the MedCompass Project (now in Maintenance and
Operation).
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In the 2018-19 budget cycle, DHCS received approval of 25.0 additional positions (8.0 of
these to begin July 1, 2019), and 2.0 Limited-term positions for the Enterprise Innovation
and Technology Services (EITS) Division, the corresponding expenditure authority, and
$14.72 million in Modernization contract authority.

Of the 17.0 permanent positions established in 2018-19, 10.0 positions were for the
continued implementation of the mission-critical C2C strategy and related activities and
7.0 positions and project management resources were identified to continue with the
implementation and replacement of functionality of the business processes. Specifically,
DHCS was able to: 1) for its FDR effort: obtain CMS approval for the Digital Services
developer contract, begin tools and platform implementation, release its Request for Offer
(RFC) and is expected to award a contract in late 2018-19; 2) begin drafting PAL Stage
3 documents for its California Account Receivable Management (Cal-ARM) effort; and 3)
begin drafting PAL Stage 2 and 3 documents for the RAIS project module.

The Oversight to Ownership funding provided the Department with the resources for: 1)
transition of Project Management services from the Fl to the Department; 2) the transition
of service and operations management activities associated with contractor service
delivery; 3) the expanded oversight of multiple contractors' performance and work
products; 4) policy workload; 5) subject ownership; 6) monitoring; and
incident/problem/issue identification; and 7) resolution responsibility. There are also
significant additional workloads in the direct State oversight of FlI operations for the
telephone service center, provider and beneficiary communications and publications,
provider training, state training, and program integrity activities, processing claims for
reimbursement, and implementing program policy, in accordance with new assumed
responsibilities.

To prepare for the multi-year FI Turnover and Takeover transitional activities (July 2018
through March 2020), DHCS received $22.9 million ($7,385,000 GF; $15,515,000 FF) in
contract authority in FY 2018-19 which was the estimate DHCS anticipated spending in
FY 2018-19 for both the turnover costs of the existing FI vendor and the takeover costs
of the two new Fl vendors. The FY 2018-19 amount was identified as an estimate in the
Spring of 2018 for FY 2018-19 as DHCS anticipated the new FI contracts would not be
executed until late Fall 2018, when it would be able to include refined estimates for FY
2019-20.

Subsequently, the FI IT M&O contract was signed in late 2018 but the execution of the Fl
Bus Ops contract was delayed due to protest. The Department did not receive final
approval and contract execution from the Department of General Services on the Fl Bus
Ops Contract until February 2019. Based on the approved contract, total Turnover and
Takeover costs are estimated at $47.9 million. DHCS requests reappropriation of General
Fund resources approved for 2018-19 and an additional $25 million ($7,235,000 GF;
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$17,765,000 FF) for FY 2019-20 for the Turnover and Takeover activities. As the FI Bus
Ops and IT M&O contracts have now been awarded and assumptions have been
validated with the respective vendors, the Department has identified areas of new state
responsibility that will require additional state resources prior, and subsequent to, the
October 2019 "Assumption Of Operations" (AOO) date in order to implement and support
020 capabilities.

Legislative Analyst's Concerns:

The LAO points out that the cost of the takeover and turnover activities in 2019-20 is
expected to be roughly double the estimated cost in 2018-19. The Administration
attributes the cost increase to “areas of new state responsibility that will require additional
state resources,” but does not provide a cost breakdown in the BCP to show what these
new state responsibilities are.

STAFF COMMENTS/QUESTIONS

The Subcommittee requests DHCS present this proposal and respond to the following:

1. What does the department expect to spend the $47.9 million total funds on in
2019-207? Please provide a cost breakdow