Proposed Healthy Families Program Expansion to ProvideParental Coverage 

I.
Background:  

Over 20 percent of Californians have no health care coverage, giving California the fourth worst coverage rate in the nation.  On the heel of research showing that parents are more likely to enroll their children in health insurance programs and utilize the services if they can also get coverage for themselves, the federal Department of Health and Human Services released guidelines recently allowing states to use SCHIP funds for parental coverage.  The Legislature then enacted AB 1015 (Gallegos), Statutes of 2000, authorizing the Managed Risk Medical Insurance Board (Board) to (1) expand eligibility to uninsured parents of children eligible to receive coverage under the HFP, (2) seek any federal waivers as necessary, and (3) adopt emergency regulations for this purpose. 

II.
Proposed Timeline and Status Update on Waiver Efforts:

The Administration submitted an initial Waiver to the federal government on December 19, 2000.  With the intent of having an expanded HFP operational and enrolling eligible parents/families by July 1, 2001, the Administration is seeking to obtain an expedited federal approval.  

Due to various administrative requirements, such as negotiating health plan contracts, the Board notes that they need to obtain federal approval by no later than February if they are to meet the July 1 enrollment date.  Other key dates assumed by the Administration include the following:

· January 31

Public comment period on initial Waiver ends.

· February

Finalize emergency regulations for HFP expansion.

· March

Complete HFP contract negotiations (health, dental, vision

plans) for parent coverage.

· May

Complete joint application materials for family coverage.

· June

Execute all administrative and enrollment system changes.

· July 1

Obtain Budget Act appropriation 

· July 1

Effective date of expanded HFP enrollment

The Board is quickly proceeding with all related HFP expansion activities pending receipt of federal approval.  In its January 17 meeting, the Board released a series of draft materials on the HFP expansion, including emergency regulations and model contracts for health, dental, vision and the administrative vendor.  With respect to public comment, the Administration states that any modifications or clarifications made to the initial Waiver will be submitted to the Health Care Financing Administration (HCFA).  The Administration maintains that it does not need any implementing legislation.

It should be noted that as of mid-January, three states-- New Jersey, Rhode Island and Wisconsin—have obtained federal approval to expand their programs to parents.

III.
Summary of Key Initial Waiver Components:  

· Eligibility:  The initial Waiver proposes to extend eligibility to uninsured parents of children eligible for (1) the HFP with family incomes up to 200 percent of poverty (not 250%), and (2) the Medi-Cal for Children Program (this includes several eligibility categories) up to 200 percent of poverty.  Parents would qualify for HFP without regard to family assets.  Parents with employer-sponsored coverage in the past three months would not be eligible. 

Under this proposed eligibility scenario, a significant number of parents would be enrolled in different programs than their children and as such, may need to obtain their health care services from a different provider network.  So called “split-families” would occur for:

· Families between 100 to 133 percent of poverty with young children below age 6. 

· First-time parents of infants aged 0 to 1 with incomes between 100 to 200 percent of poverty.

· Parents with incomes below 100 percent of poverty that do not qualify for Medi-Cal, probably due to assets.  

At full implementation, the Administration estimates that 290,000 parents would be eligible for enrollment, including legal immigrants.  Assuming a July 1, 2001 implementation date, the budget estimates that a total of 174,000 parents would be enrolled in 2001-02.  The proposed HFP expansion is not an entitlement and parents would only be covered to the extent funding is available.  The coverage of children would continue to be fully funded.

According to draft regulations, the initial notification and enrollment of eligible parents would occur between June 1, 2001 and June 30, 2002.  This timeframe would provide for flexibility to assist in maximizing enrollment penetration for the first year of the newly expanded program.  Thereafter, enrollment is to occur at defined qualifying event periods, such as at annual eligibility review.  

· Program Design: Generally, the program is designed to operate in the same fashion as the existing HFP.  The benefits package will be based on the state employee plans for health, dental and vision.  Monthly premiums are (1) $20 per parent for families with incomes at or below 150% of poverty, and (2) $25 per parent for families with incomes above 150% of poverty.  Premiums will be capped at $54 for families with income at or below 150% of poverty, and $77 for families with income above 150% of poverty.  The premium discount and disenrollment provisions for parents would be the same as those currently provided in HFP.  

Copayment provisions would generally mirror the state employee plans (such as $5 per office or home visit, and up to $50 for emergency room care unless the enrollee is hospitalized).  The maximum copayment amount for parents is proposed to be capped at $800 annually.

· Joint Application and the Single Point of Entry Income Screening Process: The Administration proposes to develop a new joint Medi-Cal/HFP family application that will include the newly proposed parental coverage option.  The Board will be collaborating with constituency groups to craft this application.  
The “single point of entry income screening process” (SPE) presently used for the HFP children’s program will be used for the expanded HFP.  Under the SPE, an initial screening of the family/parent/child’s application will be done to discern if the applicant is eligible for Medi-Cal or HFP.  If it is thought the applicant is eligible for Medi-Cal, then the application is forwarded to the applicable county for eligibility processing.  The HFP administrative vendor will process all HFP applications.

Since the Medi-Cal Program still requires counties to review an adult applicant’s assets, the processing of these applications will be cumbersome.  For those very few applicants who do have excessive assets, their application form will need to be forwarded back to the HFP where they can obtain enrollment.

IV.
Issues with the Proposed Application:

· Extend Parental Coverage to 250 Percent of Poverty: AB 1015, Statutes of 2000, seeks to expand HFP eligibility to uninsured parents of children eligible to receive coverage under the HFP.  Since the current HFP provides coverage up to 250 percent of poverty, it was assumed that parents would be covered up to this income level. Maintaining different income eligibility levels for children versus adults will only add to the confusion that families experience in obtaining health care coverage.  In addition, it will pose difficulties for health plan administrators and providers.

The Administration maintains that providing coverage up to 250% of poverty may raise issues of “crowd-out” (i.e., when employers drop health care coverage and shift the cost to public-funded programs).  Among researchers, there is disagreement on this issue.  Most agree you have to be careful of crowd-out between 200% and 300% of poverty, however there are measures that can be taken to reduce it.  These include higher premiums, “look-back” periods where the individual has to be without coverage for a period amount of time (HFP includes a three month look-back period), and coordinating with existing employer coverage through a premium assistance program, among others.  

The administration estimates that if the expanded HFP income level were raised to 250 percent, an additional 87,000 parents could be enrolled, or a total of 377,000 parents at full enrollment.  The budget year cost of this expansion would be $56 million ($20.9 million in state funds), assuming a 40 percent enrollment penetration rate (52,000 additional parents) in 2001-02.  

· Drop the Asset Test for Medi-Cal Parents: Through legislation enacted in 1997, the asset test was removed for all Medi-Cal for Children Program eligibles.  However, the cumbersome test is still in effect for adults, (Medi-Cal 100% of poverty), though the Legislature has worked for its elimination for the past three years. 
Under the expanded HFP proposal, the need for its elimination becomes even more glaring because families with incomes above 100% of poverty are exempt from asset test review, leaving only the poorest of parents to undergo it.  These parents have such low-incomes they very rarely have significant assets. According to Los Angeles County data 99 percent of Medi-Cal applicants do not have excess assets. As such, millions of dollars are wasted in administrative processing costs.  In fact, based on fiscal information provided by the DHS during deliberations on the Budget Bill for 2000, a General Fund savings of about $8.5 million was identified if it was eliminated.

In addition, the unequal treatment across income groups (higher incomes not tested), as well as within families (all children are exempt from the test), will only serve to complicate the enrollment process and act as a barrier for enrollment.  Extensive research has shown that enrollment practices people find demeaning or burdensome will deter participation and thus undermine California’s significant outreach and enrollment efforts.

· Provide Annual (12-Month) Eligibility in Medi-Cal to Conform to Expanded HFP: Under the initial Waiver, the Administration proposes to provide 12-month continuous eligibility for parents enrolled in the expanded HFP, but not for Medi-Cal parents.  As a consequence, low-income Medi-Cal parents will have to report changes and essentially re-apply for Medi-Cal or become disenrolled, whereas the higher income HFP parents will continue to receive coverage.  Again, this illustrates a propensity to treat Medi-Cal parents differently and less fairly.
· Monthly Premium Structure and Level of Copayments Are Too Costly: The proposed premium structure and level of copayments are too costly and will result in fewer families enrolling than if the costs were lower.  As proposed, low-income families would be spending from 2 to 4 percent of their income on purchasing HFP coverage, not including copayments.  Studies show that increasing premium payments result in lower levels of participation among the uninsured.  A recent study by one of our panelists, Leighton Ku, found that participation drops sharply with increasing premiums.  Mr. Ku estimates that participation drops from about 67% when insurance is offered at no cost, to 34% at 3 percent of a family’s income, to 24% at 4 percent.  

The proposed premiums are regressive; families with lower incomes pay a larger portion of their income than do families at higher incomes.  In addition, Wisconsin and New Jersey, two states that recently received federal approval for their SCHIP waiver expansion for parents, do not charge any premiums until the family income rises above 150 percent of poverty.

The proposed amount for copayments is too high for these family income levels.  The copayments are the same as those charged to state employees who have higher incomes.  As such, consideration should be given to reducing the amount of the copayments and the annual cap level. 

Lastly, it has been suggested to have a premium structure that considers the family as a unit, such as one premium payment for an adult with a child and another premium payment for two adults with one child.  This method would appear to be easier for both an enrolling family to manage, as well as health care administrators.  

· “Split-Families”-- Provide for Program Choice or Change the Programs Income Eligibility Levels: The issue of “split-families”, whereby some family members are enrolled in Medi-Cal while others are enrolled in HFP, is of concern under the existing program.  However, the issue becomes even more complex when parents are enrolled.  An analysis by the Health Consumer Alliance finds that under the proposed waiver, 37% of parents will be in a different program from their children.
To address this issue, there are several alternatives that could be considered.  First, you could offer parents a choice between either Medi-Cal or the HFP.  Under this arrangement, family unity would be achieved through parental choice.  Alternatively, the Medi-Cal income threshold could be raised to allow parents with children ages one through five with family incomes of 133 percent of poverty and below enroll in Medi-Cal, not the expanded HFP.   This would result in more parents enrolling in Medi-Cal instead of the HFP.  Lastly, you could move the children in families with incomes between 100 and 133 percent of poverty to the HFP.  These options raise the issue of the differences between the two programs.  The main differences are 1) the benefit package in Medi-Cal is slightly more expansive than in HFP, 2) Medi-Cal is an entitlement whereas HFP is not, and 3) Medi-Cal is administered by the county welfare departments and HFP is administered by the Board.
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Budget Year 2001-02
General

Fund


Tobacco

Settlement


Federal

Funds


Total

Funds


Number Enrolled

6/30



HFP Costs-Children






  Benefits-Children
$119.9
$68.5
$331.5
$519.9
561,000

  Administration
12.8
5.9
33.1
51.8
Children








Total
$132.7
$74.4
$364.6
$571.7









HFP Costs-Parents






  Benefits-Parents
$0.0
$64.6
$109.3
$173.9
174,000

  Administration
4.0
2.3
11.5
17.8
Parents








Total
$4.0
$66.9
$120.8
$191.7









Total Children and Parents






  Benefits-Children and Parents
$119.9
$133.1
$440.8
$693.8
735,000

  Administration
16.8
8.2
44.6
69.6
Children/Parents








TOTAL
$136.7
$141.3
$485.4
$763.4


II.   Additional Funds Needed to Provide Coverage for Parents from 200% to 250% 

Budget Year 2001-02
General

Fund


Tobacco

Settlement


Federal

Funds


Total

Funds


Number Enrolled

6/30



HFP Costs-Parents from 200 to 250%






  Benefits-Parents
See Note
$19.6
$32.7
$52.3
52,000 Additional Parents

  Administration

1.3
2.4
3.7









TOTAL 

$20.9
$35.1
$56.0


Note:  Support from the General Fund would only be needed if Tobacco Settlement Funds were not available.  According to the Governor’s budget, a reserve of $23 million (Tobacco Settlement Funds) is still available under his Tobacco Settlement proposal.

III.   Total Funds Needed to Provide Coverage for Parents & Children up to 250% 

Budget Year 2001-02
General

Fund


Tobacco

Settlement


Federal

Funds


Total

Funds


Number Enrolled

6/30



HFP Costs-Children Up to 250%






  Benefits-Children
$119.9
$68.5
$331.5
$519.9
561,000

  Administration
12.8
5.9
33.1
51.8
Children








Total
$132.7
$74.4
$364.6
$571.7









HFP Costs-Parents Up to 250%






  Benefits-Parents
$0.0
$84.1
$142.0
$226.1
226,000

  Administration
4.0
3.6
14.0
21.6
Parents








Total
$4.0
$87.7
$156.0
$247.7









Total Children and Parents




787,000

  Benefits-Children and Parents
$119.9
$152.6
$473.5
$746
Enrollees

  Administration
16.8
9.5
47.1
73.4









TOTALS
$136.7
$162.1
$520.6
$819.4


As noted in the second chart above, inclusion of parents up to 250% is not a costly endeavor.  It only make good fiscal and policy sense to include these parents.  Enrollment of these parents can only facilitate the enrollment of their children.

Contact:  Diane Van Maren

5
6

