THE HENRY ]

WIS [ LE KAISER COMMISSION ON

FAMILY ——— .
sney  Medicaid and the Uninsured

August 2015 | Fact Sheet Filling the need for trusted information on national health issues...

The California Health Care Landscape

The Affordable Care Act (ACA) went into full effect on January 1, 2014, ushering in health insurance reforms
and new health coverage options in California and elsewhere across the country. Prior to 2014, under a waiver,
California undertook an early expansion of Medi-Cal, the state’s Medicaid program, and enacted innovative
strategies to redesign the health care delivery system within its safety net. In 2014 and 2015, millions more
gained coverage through Covered California, the state’s health insurance Marketplace, and through further
expansions in Medi-Cal. Building on these reforms, the state is continuing to expand eligibility and redesign
delivery systems with the goal of providing efficient, high-quality care to state residents. This fact sheet
provides an overview of population health, health coverage, and the health care delivery system in California in
the era of health reform.

California is home to over 38 million people, making it the most populous state in the U.S. With
nearly 156,000 square miles, California is the 3 largest state in terms of geography.' While about a third of the
state’s total surface area is made up of forest,? the vast majority of state residents (95%) live in urban areas, and
half are concentrated in Southern California in just 5 of the state’s 58 counties. Los Angeles and San Diego
counties alone account for a third of the state’s population.?

California’s population is highly diverse (Table 1). Unlike most states in the U.S., California’s
population is majority minority, with 39% of residents identifying as White, another 39% as Hispanic, 14% as

Asian, 5% as Black, and 3% as another race/ethnicity Figure 1
(Figure 1).* Over a quarter (27%) of the population is Racial and Ethnic Distribution of Residents, 2013
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Poverty rates in California reflect national
averages and vary by race/ethnicity and age
(Table 1). In 2013, over 5.7 million Californians, or
15% of the state’s population, were living in poverty, a
decrease since 2011 when the poverty rate reached
17%.° Blacks (29%) and Hispanics (20%) in California
are significantly more likely to be poor than Whites
(11%) and Asians (9%).'° The overall poverty rate and
rates by race/ethnicity are consistent with national
averages. However, the cost of living in California is
among the top four highest in the country, so low-
income people in California may have a harder time

Figure 2

Poverty Rates by Race/Ethnicity and Age in California, 2013

Race/Ethnicity Age (Years)
29%
20% 21%
15% 14%

11% 11%

9%

Total

. White Black Hispanic Asian 0-18 19-64 265
Population

NOTE: Data for Whites and Blacks exclude Hispanics.

SOURCE: Kaiser Family Foundation estimates based on the Census Bureau’s March 2014 Current Population Survey (CPS:Annual
Social and Economic Supplement).

making ends meet than in other places; a family of four in California would need to earn $137,643 in a middle

cost urban area to have purchasing power equal to 400% of the federal poverty level ($97,000)." As in most

other states, children in California are more likely than adults to live in a poor household and as of 2013, over

one in five (21%) children in the state were living in poverty, compared to 14% of nonelderly adults and 11% of

seniors (Figure 2).'?

Table 1: Selected Demographic Characteristics of the Californian Population,
Compared to the United States Overall, 2013

California United States

Race/Ethnicity
White
Black
Hispanic
Asian
Other Race/Ethnicity
Age
0-18
19-64
65+
Citizenship Status
Citizen

Non-Citizen

Distribution of Population by Federal Poverty Level

Under 100%
100-199%
200-399%
400% +

39% 62%
5% 12%
39% 17%
14% 6%
3% 3%
25% 25%
62% 61%
12% 14%
88% 93%
12% 7%
15% 15%
21% 19%
28% 30%
36% 36%

NOTE: Data may not sum to 100% due to rounding and data restrictions.

SOURCES: Kaiser Family Foundation estimates based on the Census Bureau's March 2014
Current Population Survey (CPS: Annual Social and Economic Supplement).
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California’s economy continues to recover after the recession, but unemployment remains
high. California, like most states, experienced a decline in GDP during the Great Recession, but the economy
has experienced marked improvements since then. In 2014, California’s per capita real GDP was $54,462
compared with the national average of $49,469."* While the national real GDP grew by 2.2% from 2013 to
2014, California’s grew by 2.8%, placing it among the top nine highest GDP growth rates in the US." The
largest industry sector in the state is finance, insurance, real estate, rental and leasing, which accounted for
21% of total GDP in 2014. Education, health care and social assistance contributed to 7% of total GDP, a share
slightly less than the national average (8%)."* The unemployment rate has also significantly improved since the
recession, declining from a height of 12.2% in October 2010 to 6.3% in June 2015."* However, California’s
unemployment rate remains well above the national rate of 5.3% with nearly 1.2 million people in California

remaining unemployed as of June 2015."”

Budget actions, tax increases and a strengthening economy have helped to improve California’s
fiscal outlook since 2012. In addition to state actions to control costs and raise revenues, the state’s
economy also improved. Economic recovery resulted in sharp increases in personal income tax collection and
soaring stock prices in 2013, which led to higher than projected revenues.'® After nearly a decade of recurring
budget deficits, the peak of which was $45.5 billion in FY2010,'° California experienced a budget surplus in FY
2015 and projected a surplus for FY 2016.%°

Medi-Cal acts as both a source of state budget expenditures as well as a source of federal
revenue. In FY2013, California spent just over a quarter (25.1%) of its total funds on Medi-Cal, compared to

the national average of 24.5%. However, because

Medicaid is jointly funded by states and the federal Bguu:get Expenditures by Funding Source, California
government, California gets at least $1 in federal funds | Compared to National, FY 2013

for every $1 it spends from its own resources on the
program. Due to this funding structure as well as state

constitutional requirements related to K-12 funding in
O All Other
@ K-12 Education
B Medicaid

California, Medi-Cal represents only 15.5% of total
general fund spending, a far second to K-12 education.
Meanwhile, Medi-Cal represents the largest share of
federal funds flowing into the state (40.5%) Provider

47.6%|

25.1%

15.5%

Total Funds  General Funds Federal Funds| Total Funds General Funds Federal Funds

taxes and local funds, among other funding sources, $21148 $%66B  $7048 | 168958  Ses0sy  $s12se
. . . . California National
contributed to Medi-Cal funding in FY2013. SOURCE: Ve Gt el e it s nth AGED Wb 214 B

Report (data for Actual FY 2013.)
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California ranks above the national average on many measures of population health but faces
substantial environmental health challenges. On overall health measures, California ranks 17 among
the 50 states in the United Health Foundation’s report, America’s Health Rankings 2014.*' Compared to other
states, California has among the five lowest rates of smoking, obesity, and physical inactivity, and violent crime
has decreased by 54% since 1990.22 However, high levels of air pollution as well as an extended period of severe
and unprecedented droughts®® present continuous public health challenges to the state.

Disparities in health access and outcomes exist in California (Table 2). As in other states across the
country, measures of health status and access vary by race/ethnicity in California (Table 2). Whites (14%) are
more likely to smoke than Hispanics (10%) and nearly as likely as Blacks (15%) to do so, but a smaller share of
Whites report being in fair or poor health, poor mental health, having diabetes, or being overweight or obese
compared to Blacks and Hispanics. In addition, Hispanics (57%) and Asians (74%) in California are less likely
than Whites (81%) to report having a usual source of care. Disparities in health factors and outcomes also exist
across California’s 58 counties, with poor rural counties, especially those in the north and Central Valley, faring
worse than urban ones on measures such as life expectancy, health behaviors, clinical care and environmental
factors.*

Table 2: Selected Measures of Health Status and Health Access for Adults by Race/Ethnicity in California
Compared to the United States, 2013

California United States
Health Indicators 3 . . ; - - . -

White Black Hispanic Asian White Black Hispanic Asian
Fair or poor health 13% 20% 29% 12% 16% 23% 26% 10%
Mental Distress 36%  39% 38% 35% 33%  36% 34% 30%
Smoke 14%  15% 10% 10% 19%  20% 14% 1%
Diabetes 8%  20% 12% 10% 9%  14% 1% 8%
Are overweight or obese 57% 74% 69% 40% 63% 73% 68% 41%
Have a usual source of care 81% 82% 57% 74% 82% 74% 59% 72%

Data may not sum to 100% due to rounding and data restrictions. Data for Whites and Blacks exclude Hispanics.

SOURCES: Center for Disease Control and Prevention (CDC)’s Behavioral Risk Factor Surveillance System (BRFSS) 2013 Survey
Results.

State and local efforts are underway to address health disparities in California. California’s Office
of Health Equity (OHE) was integrated into the California Department of Health in 2012 to provide a
leadership role in reducing health and mental health disparities among vulnerable communities, including
racial minorities, the LGBT community, persons with disabilities, and undocumented immigrants. Among its
major initiatives, the OHE has launched the California Reducing Health Disparities Project (CRDP), an
initiative to reduce mental health disparities in the state. The Office also has a Climate Change and Public
Health Team which has issued two reports on how to reduce the impact of climate change with an emphasis on
vulnerable communities.?® In addition, through the leadership of OHE, the state is encouraging Health in All
Policies (HiAP), a collaborative approach to improving the health of all people by incorporating health, equity,
and sustainability considerations into decision-making across sectors and policy areas.?
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Prior to ACA implementation, California had
the largest number of uninsured of any state in
the country. In 2013, just before the major coverage
expansions of the ACA went into effect, 5.8 million
nonelderly Californians (15%) were uninsured, and
California alone accounted for 14% of all nonelderly
uninsured people nationwide.?” In 2013, half of
nonelderly Californians were covered under an
employer plan, while over a quarter (26%) were
enrolled in Medi-Cal, or other public coverage (Figure
4).?® Private coverage rates in the state were low due to
a combination of high unemployment (which limited
access to employer coverage) and high premium costs

Figure 4

Health Insurance Coverage of the Nonelderly Population, 2013

United States

California

Uninsured
17%

Uninsured
15%

Employer
Medicaid/ 50%
Other
Public

Medicaid/
Other Employer
Public 55%
23%

26%

Individual
7%

Individual
7%

NOTES: Data may not total to 100% due to rounding. Medicaid includes the Children’s Health Insurance Program (CHIP) and Other
Public includes non-elderly Medicare and military-related insurance.

SOURCE: Kaiser Family Foundation estimates based on the Census Bureau’s March 2014 Current Population Survey (CPS:Annual
Social and Economic Supplement).

for non-group coverage?® (which made such coverage unaffordable for many). Pre-ACA public coverage

through Medi-Cal was limited to only some groups of low-income adults, leaving many without an affordable

coverage option.

As in other states across the U.S., the majority of
nonelderly uninsured people in California had at least
one full-time worker in their household (71%), and
more than half (52%) had incomes below 200% FPL.
Over half (55%) of nonelderly uninsured Californians
identify as Hispanic, over a quarter (28%) identify as
White, 4% as Black, 11% as Asian, and 2% as another
race/ethnicity (Figure 5).3° As shown in Figure 10
(Appendix), the nonelderly uninsured in California are
not equally distributed across the state, with the San
Francisco Bay Area and surrounding counties generally
having lower rates of uninsured than other areas of the
state.

Figure 5

Characteristics of the Nonelderly Uninsured in California, 2013

Family Income Family Work Status Race/Ethnicity

lor
More
Full-
Time
Workers
71%

Hispanic
55%

Total Nonelderly Uninsured in California: 5.6 Million

NOTE: Data may not total to 100% due to rounding. Data for Whites and Blacks exclude Hispanics.
SOURCE: Kaiser Family Foundation estimates based on the Census Bureau’s March 2014 Current Population Survey (CPS:Annual
Social and Economic Supplement).

Before the ACA, Medi-Cal helped fill gaps in the availability of private coverage but was limited

to certain groups. As of 2013, 41% of children were enrolled in Medi-Cal compared to 15% of nonelderly

adults, reflecting differences in eligibility levels, as well as poverty levels, between these two groups.*'

Historically, Medi-Cal eligibility for adults has been limited to parents with very low income. In 2013 children

up to 250% FPL and pregnant women up to 300% FPL (under the CHIP unborn child option) were eligible for

Medi-Cal or CHIP, while eligibility for working parents was 106% FPL (100% for non-working parents).3?

Adults without dependent children were not eligible for Medi-Cal. However, since 2010, parents and other

adults living in a county participating in the Low-Income Health Program (LIHP) were eligible for coverage

under a waiver that provided more limited benefits than Medi-Cal (discussed in more detail below). Medi-Cal

also covered individuals with disabilities and provided wrap-around coverage for many elderly in the state.
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In 2011, the majority of Medi-Cal beneficiaries rgures
were children and non-elderly adults, but the Medicaid Enroliment and Expenditures, FY 2011
elderly and people with disabilities accounted

California United States
for most of the program’s expenditures. While

Disabled, 9%

most Medi-Cal enrollees in 2011 were children and
adults (82%),* they accounted for slightly over a third
(36%) of total Medi-Cal expenditures.** Conversely, the
elderly and people with disabilities accounted for less
than one-fifth (18%) of enrollees®* but nearly two-thirds
(64%) of total program costs (Figure 6).>® Average

Disabled,
41%

Adults, 42%

Adults, 27%

Adults, 15% Adults, 15%

Children,
21%

Enrollment Expenditures Enrollment Expenditures

spending per beneficiary in California in 2011 was Total 117 Willon  Total - $52.1 iion Totol 68 Milion  Total - $357.6 bilion

NOTE: Percentages have been rounded to equal 100%.

$4,468, the fifth lowest in the country and below the SOURCE: Kaiser Comission on Medicaid and the Uninsured and Urban Institute estimates based on data

from FY 2011 MSIS and CMS-64 reports.

national average of $5,790.3” Medicaid costs are shared
by states and the federal government; for most services and groups before the ACA, the federal government
paid 50% of Medi-Cal costs in California.?®

In January 2013, children enrolled in California’s separate CHIP program began transitioning
to Medi-Cal. Prior to 2013, California had a separate Children’s Health Insurance Program (CHIP) called the
Healthy Families Program (HFP). Beginning in January 2013, the state phased out this program and
transitioned over 750,000 children from HFP into Medi-Cal. The state continues to receive enhanced CHIP
matching funds for children in the income group previously covered through Healthy Families.** While some
access issues resulting from the transition were reported, the majority of children maintained access to the
same primary care provider that they had while enrolled in HFP and still receive comprehensive health, dental,
mental health and substance abuse services under Medi-Cal, according to a comprehensive report issued by the
California Department of Health Care Services.*

A main goal of the Affordable Care Act (ACA) was to extend health coverage to many of the 42
million nonelderly uninsured individuals across the country, including many of the 5.8 million
who lived in California.4! The ACA accomplishes this through insurance market reforms and by
establishing new coverage pathways, including expanding Medicaid and providing premium subsidies to most
individuals with incomes from 100 to 400% FPL to purchase coverage on the Health Insurance Marketplace.
California expanded Medi-Cal to cover nearly all nonelderly adults with incomes at or below 138% FPL
($16,242 per year for an individual and $27,724 for a family of three in 2015) and established its own
marketplace, called Covered California.

Leading up to and throughout ACA implementation, the state invested heavily in outreach and
enrollment efforts for both Medi-Cal and Covered California. These efforts included statewide
marketing campaigns, community mobilization, provider training, and targeted efforts to reach vulnerable
populations who may be newly eligible for coverage. Covered California also established an Assisters Program
and worked with community organizations to provide direct assistance to consumers to help them enroll in
coverage. In addition, the state received extensive federal and private funds, most of which were distributed to
localities, for local outreach efforts. These local outreach efforts included support for Medi-Cal Certified
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Enrollment Counselors, outreach to hard-to-reach populations, and marketing to increase awareness and
understanding of new coverage options.4243.44 In addition, 125 health centers operating over 1,000 sites
throughout the state received federal grants to help with outreach and enrollment assistance.4 Supported by
federal funding under the ACA, new grants in 2015 provided funding for the existing Covered California
Outreach and Education Program, in-person enrollment assistance programs, and community outreach
campaigns.“®

MEDI-CAL EXPANSION

California was one of a handful of states to undertake an early expansion of its Medicaid
program in anticipation of full expansion in 2014. The state did so under its five-year “Bridge to
Reform” §1115 Medicaid Demonstration Waiver, which was approved by the federal government in 2010. In
addition to other provisions, the waiver allowed for federal matching funds for the creation of a county-based
coverage expansion program, known as the Low-Income Health Program (LIHP), which covered low-income
adults who were not otherwise eligible for Medi-Cal. The majority of counties participated in LIHP, and by the
end of 2013, over 650,000 adults were enrolled in the program.*” The benefits provided under the waiver were
more limited than Medi-Cal. These individuals were either auto-enrolled in Medi-Cal or transferred to Covered
California when ACA coverage expansions became available in January 2014.*®

The ACA Medicaid expansion resulted in rure?
increased Medi-Cal income eligibility levels for Medicaid/CHIP Income Eligibility Thresholds Pre- and Post-
parents and other adults. Under the ACA ACA Implementation In California

expansion, nearly all citizens and legal immigrants who 00%  ome

have been in the country for over five years with ol emen R maos
income at or below 138% FPL ($16,242 per year for an

individual or $27,724 for a family of three in 2015) are o b o
eligible for Medicaid, and states receive substantially p—

enhanced federal matching funds for this expansion o
population. As a result, eligibility levels for parents and Children Pregnant Women Parents Childless Adults
childless adults increased after full ACA Nn‘: TEi;f‘n‘g',b”‘n“"e?EEz fi?!ff.il&;’{if:éﬂ;ﬁV.T{Eff:f?ﬁlﬁ?}?gﬁ'F{i'fﬁﬁniﬁ ceandsiLie

implementation.*>*° The ACA also changed the method | e

Universi ity Cents

for determining financial eligibility for Medicaid for
children, pregnant women, parents, and adults and CHIP to a standard based on modified adjusted gross
income (MAGI). As a result, existing Medicaid income limits for these groups were converted to MAGI-
equivalent limits (Figure 7). While the converted 2014 standards appear higher than 2013 levels, they are
intended to approximate the existing eligibility levels using different methodology for determining income.
Enrollment in the Medi-Cal program grew by 37%, or 3.4 million people, between October 2013 and May
2015.”' While some enrollees may have been eligible for Medi-Cal before the ACA, many were likely newly-
eligible under the adult expansion.*?

Undocumented immigrants and some lawfully-residing immigrants remain ineligible to enroll
in Medi-Cal. Under federal law, undocumented immigrants remain ineligible to enroll in federally-funded full
Medi-Cal coverage. In addition, many lawfully present immigrants are subject to a five-year waiting period
before they may enroll in Medi-Cal, and some groups of lawfully present immigrants remain ineligible
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regardless of their length of time in the country. However, the state has taken several actions to expand
eligibility for immigrants. For example, it has taken up the options available to states to eliminate the five-year
waiting period for lawfully-residing immigrant children and pregnant women. In addition, it extends coverage
to pregnant women with incomes up to 322% FPL regardless of immigration status through the CHIP unborn
child option.>* Recent state legislation would further expand coverage for undocumented immigrants. Senate
Bill 4, known as the Health Care for All Act, passed the State Senate in June 2015. This bill would provide fully
state-funded Medi-Cal coverage for children age 19 and under, regardless of immigration status.** Some local
programs in the state also cover immigrant children regardless of immigration status.

Under the ACA, all states are required to implement new simplified eligibility and enrollment
processes. To implement these new processes, the state received federal funding to create a single online
portal, available in Spanish and English, where users can apply and receive eligibility determinations for Medi-
Cal or Marketplace insurance. The application can also be completed in-person, by phone, fax or mail, and
paper applications are available in thirteen languages. In addition, the state adopted the Express Lane
Enrollment Project to target adults and children enrolled in California’s Supplemental Nutrition Assistance
Program (SNAP), known as CalFresh. Covered California’s online application system, also known as the
California Health Care Eligibility, Enrollment and Retention System (CalHEERS), coordinates with county
social services departments through an online system called Statewide Automated Welfare Systems (SAWS).>*
However, like many states, California experienced outreach and enrollment challenges in 2014, including a
shortage of in-person assisters,*® problems with cultural and linguistic resources,*” technological issues with the
Covered California website,*® and a Medi-Cal backlog,* which led to delayed or abandoned applications.
Through late 2014 and 2015, the state took action to address many of the challenges it faced during the first
open enrollment period, though some challenges remain.

COVERED CALIFORNIA

California operates its own state-based insurance marketplace, known as Covered California.
Through Covered California, individuals who do not have access to another source of affordable coverage are
eligible to purchase individual coverage directly from insurers. People with incomes above Medi-Cal eligibility
but below 400% of poverty are eligible for premium tax credits, and people with incomes up to 250% of poverty
are additionally eligible for cost-sharing subsidies. Legal, permanent residents who have been living in the
country for less than five years may purchase health insurance through Covered California and may receive
subsidies, but undocumented immigrants are currently prohibited from purchasing insurance in the
Marketplace. If SB4, the “Health Care for All” Act is passed in its current form, undocumented Californians
would be able to purchase unsubsidized insurance through Covered California.® In addition, small businesses
(up to 50 workers) can offer coverage to their workers via Covered California’s Small Business Health Options
Program (SHOP). Beginning on October 1, 2013, individuals and small businesses could begin shopping for
health insurance plans, and coverage began in January 2014. Ten health insurance companies offered plans in
the Marketplace in both 2014 and 2015. Statewide in 2014, the average premium rate for the lowest cost Bronze
plan was $219 per month and $304 per month for the lowest cost silver plan.®* The statewide average rate
increased by 4.2% between 2014 and 2015 across plans and benefit designs: 16% of consumers saw their
premium remain constant or decrease while the majority (71%) saw increases of up to 8%. In response to
consumer feedback, some health plans expanded their provider networks in 2015.62

The California Health Care Landscape 8



As of March 2015, nearly 1.4 million people Figure s
Number of Individuals Selecting a Marketplace Plan, as a Share of the

were enrolled in a Covered California health Potential Marketplace Population in Western States, March 2015

plan, representing 42% of the potential

California

Marketplace population (Figure 8).5 Two-thirds Montana
(65%) of those enrolling during the second open -
enrollment period (2014-2015 period) were reenrolling, Oregon
and over half were between the ages of 45 and 64 -
(51%).64 Almost nine out of ten (88%) enrollees are Wyoming

receiving premium tax subsides, while half (51%) are rizena

Nevada

additionally receiving cost-sharing subsidies.®s Colorado

Alask

Hawaii

'SOURCE: CMS, March 31, 2015 Effectuated Enrollment Snapshot, accessed June 2, 2015. httpi//wwiw.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2015-Fact:
sheets-items/2015-06-02.htm!

California’s counties play an important role in the structure and delivery of the state’s health
care safety net. Counties in California are required by state law to be the health care providers of last resort
for people who are medically indigent. However, significant variation exists with respect to the services
provided, the method of delivery and the populations served. Twelve counties are “provider” counties, meaning
they own and operate inpatient hospitals and clinics and generally provide coverage to broader groups of
people than other counties.®® Five “payer” counties contract with private hospitals and/or clinics for care
delivery, and six “hybrid” counties deliver outpatient care in their own clinics but contract with private
hospitals for inpatient care. County Medical Service Program (CMSP) counties are part of an association of 35
primarily rural counties that collectively pay private providers for care. County programs are funded by a
complicated mix of local, state, and federal funds, including Medi-Cal funds, and are also primary providers of
public health services and behavioral health services for low-income, underserved, and uninsured
populations.®” In addition, California is home to 129 federally-funded health center organizations, together
running 1,225 delivery sites throughout the state. In 2015, the state’s health centers served nearly 3.5 million
patients, 38.5% of whom were uninsured.®®

California is in the process of reforming its payment and delivery system for safety-net
programs with funding from a Medicaid Delivery System Reform Incentive Pool (DSRIP). In
2010, California was the first state to secure a DSRIP waiver designed in large part to continue supplemental
payments to public hospitals while also ensuring a level of accountability for the funds. The DSRIP initiative
was included in the Bridge to Reform §1115 waiver. California’s $6.67 billion dollar DSRIP initiative ties
funding for the public hospitals to projects and milestones in one or more of five priority areas: infrastructure
development; innovation and redesign; population-focused improvement; urgent improvement in care; and
HIV transition projects.®>-"* On average, each public hospital system is carrying out 15 simultaneous projects
with an average of 217 milestones per year.”

On March 27, 2015, California submitted a renewal application for its Medicaid §1115 waiver,
which is being renamed “Medi-Cal 2020.” The renewal requests authority for a series of delivery system
transformation and alignment programs, including a continuation of DSRIP funding for public hospital
systems. However, the proposed waiver expands the scope of DSRIP-eligible institutions to 42 safety net
institutions run by health care districts (referred to as “non-designated public hospitals”). These institutions
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are predominantly located in rural areas and are often the only hospitals serving their communities. The
delivery system transformation and alignment programs also seek to transform and improve the managed care
system; improve the fee-for-service system used to pay for dental and maternity care; spur workforce
development; increase access to supportive services and housing; and promote regionally-based “whole-
person” integrated care pilot projects.”

The majority of Medi-Cal beneficiaries receive their health care through a managed care plan.
In May 2015, over 9.5 million people,” or a little over three-quarters of the Medi-Cal population, were enrolled
in a managed care plan. The state uses six different models of managed care, which vary with respect to how
many plans operate in a county, whether the plans are private or county-operated, and whether there is a fee-
for-service option. Each county is served by a single managed care model. In 35 counties, individuals may
choose from between two and five plans, with at least one commerecial plan option. In 22 counties, everyone is
in the same managed care plan that is operated by the county, and one county (San Benito) offers a choice
between one commercial plan and traditional fee-for-service.”

California has recently expanded mandatory enrollment in managed care to certain seniors and
persons with disabilities (SPDs). Under California’s “Bridge to Reform” waiver, mandatory enrollment of
Medi-Cal-only SPDs in California began in June 2011 in some non-rural counties.” Goals of the transition
included care coordination, better management of chronic conditions, improved health outcomes and cost
savings. Dual eligible beneficiaries, those receiving long term care services, as well as certain other groups were
excluded from this requirement. Since June 2011, approximately 340,000 SPDs in 16 counties were
transitioned from fee-for-service (FFS) to managed care.”® Findings from a beneficiary survey of over 1,500
SPDs found that approximately two-thirds of SPD beneficiaries reported satisfactory experiences with the
transition, while one third did not. Some key issues were identified in the notification and distribution of
materials to beneficiaries as well as beneficiaries’ knowledge of plan navigation and consumer protections.”’
The state and advocates are looking at the experiences from this transition to inform similar transitions in an
additional 19 (rural) counties’ and the transition of dually eligible beneficiaries into managed care, both of
which began in 2014.

The Coordinated Care Initiative (CCI) is changing the way seniors and persons with disabilities
receive health care and long term services and supports (LTSS) in California. The goal of CCI is to
enhance health outcomes and beneficiary satisfaction for SPDs and those dually eligible for both Medicare and
Medi-Cal. CCI, which is being implemented in seven counties,’ contains two major components: Cal
MediConnect and Managed Medi-Cal Long-Term Supports and Services (MLTSS).

Cal MediConnect is a three-year demonstration to integrate care and align financing for beneficiaries eligible
for both Medicare and Medi-Cal. California is one of twelve states carrying out such a demonstration, which
began in the state in April 2014.%° Cal MediConnect plans are responsible for the delivery and coordination of
all Medicare and Medi-Cal medical, behavioral health, and long-term services and supports (LTSS) for their
enrollees. Participation in the demonstration is voluntary for purposes of Medicare managed care enrollment,
while all beneficiaries must enroll in managed care for purposes of their Medi-Cal benefits. Cal MediConnect
enrollment is passive, and individuals must actively notify the state if they choose not to enroll. As of July 2015,
the opt-out rate, excluding Los Angeles County, was 33%, consistent with most other states participating in the
demonstration. Los Angeles had an unusually high opt-out rate of 51%.*'
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Under the Managed Medi-Cal MLTSS initiative, all Medi-Cal beneficiaries, including dual eligible beneficiaries,
are required to join a Medi-Cal managed care plan to receive LTSS and other Medi-Cal-covered benefits.
Managed care plans are required to provide care coordination for MLTSS beneficiaries. Some stakeholders
have been concerned about the transition of SPDs to managed care because of the complicated nature of their
health care needs and their use of multiple providers and medications.

With over 38 million residents, California is the most populous state in the U.S, and the health and health care
of its residents have important implications for the nation at large. Through ACA implementation and changes
to its Medi-Cal program over the past five years, the state expanded coverage to millions of the previously
uninsured and developed the foundation for the state’s managed care infrastructure. Moving forward, the state
continues to invest in its health care delivery system and infrastructure and to address the health care needs of
the remaining uninsured and medically indigent populations. The state’s proposed “Medi-Cal 2020 waiver
focuses on programs aimed at delivery system transformation and alignment, including an extension with
some changes to the DSRIP program.®

Despite all of California’s efforts and successes, many challenges lie ahead. While substantial coverage gains
were achieved under the ACA, millions of people are still uninsured and will likely rely on California’s public
clinics and health centers when they need care, which will require ongoing support.83 Individuals who have
newly gained coverage through Medi-Cal or the Marketplace are beginning to use their new health plans and
seek care, but some are reporting access barriers and health literacy issues.84 These challenges
notwithstanding, California has made substantial progress in reducing the number of uninsured in the state.
From 2013 to 2014, the uninsured rate among the nonelderly in California dropped from 19.1 percent to 13.4
percent, with an even bigger drop among nonelderly adults targeted by ACA expansions.® These coverage
gains, combined with delivery system transformation, payment reform and continued support to the health
care safety net will likely impact the health, health care access, and health care utilization of Californians in the
long term.
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APPENDIX

Figure 9

California, Nonelderly Population Density by County, 2009-2013
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Figure 10

California Nonelderly Uninsured Rate by County, 2009-2013
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