City of Long Beach Memorandum
Working Together to Serve

Date: November 21, 2007
To: State Legislation Committee Members
From: Patrick H. West, City Manager ,»/‘/{/

Subject:  Summary of the Current Statewide Health Care Proposals

The following is a detailed summary of the current health care proposals being
discussed to address statewide health care reform.

The Health Care Security & Cost Reduction Act (Governor
Schwarzeneqgger) — AB X1 2

In January 2007, Governor Schwarzenegger announced a health care reform
proposal which sought to guarantee that every resident was able to purchase
insurance (guarantee issue), promote affordable coverage, and require that
every Californian carry a minimum level of health care insurance (individual
mandate). In early October 2007, the Governor released language for his
proposal in bill form, which reflects feedback received by his office resulting from
numerous meetings held with stakeholders and legislative leaders.

This new “compromise legislation” maintains the core principles of his initial
proposal including universal coverage, affordability, guarantee issue, financing,
public hospitals, and minimum benefit levels.

Highlights
Key elements of the Governor's new compromise legislation include:

e Maintaining the requirement that all Californians obtain health care
coverage.

¢ Maintaining guarantee issue by ensuring that all Californians will be able
to buy health insurance regardless of their medical history or age.

e Creating a state subsidized pool for low-income individuals that cannot
afford the individual mandate.

e Reducing the amount that low- and moderate-income individuals must pay
for coverage in the state subsidized pool, limiting premiums based on
income, and creating a tax credit for individuals/families between 250-
350% of the federal poverty level.

¢ Requiring employers to offer employees IRS Code Section 125 plans,
which give employees the opportunity to treat health insurance premium
contributions on a pre-tax basis.

e Phasing in elimination of medical ratings and protecting consumers
against significant rate spikes based on their health status by putting
parameters on what insurers can charge above or below a standard rate.

e Directing the Secretary of Health and Human Services to establish and
adopt the minimum benefit level via the regulatory process. The minimum
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benefit level must cover medical, hospital, preventive and prescription
drug services, promote access to care, and set minimum benefits at a
level where premiums are affordable.

Funding
The Governor’s proposal would be funded by:

¢ Increasing Medi-Cal rates for providers, hospitals, and health plans.

e Requiring that employers who do not offer health care coverage must
make a contribution toward the cost of employees health coverage in the
state subsidized pool based on a sliding scale fee ranging from 0 to 4
percent based on total payroll.

e Leasing the California Lottery to help pay for health care costs.

e Including $500 million in new funding for public hospitals, in addition to the
$1 billion counties and county and UC hospitals will retain for outpatient
services and federal Disproportionate Share Hospital funds respectively.

This new proposal removes the previously proposed requirement that doctors
contribute towards subsidizing the state purchasing pool for low-income
residents. However, doctors would now have additional responsibilities and
incentives to care for many newly insured individuals.

Fiscal Analysis

According to a February 2007 study conducted by MIT economist Dr. Jon
Gruber, the Governor’s health care proposal will provide health insurance for an
additional 4.1 million Californians out of the 4.8 million uninsured Californians at
any given time. (According to a recent U.S. Census Bureau report,
approximately 6.7 million Californians are uninsured.) The study also states that
the reforms will have little impact on how many employers cover their workers.
Legislative staff have not yet completed their analysis of the bill, thus there is no
current estimate on how much this bill may cost to implement.

Major Supporters

According to a June 2007 statewide survey conducted by the Public Policy
Institute of California (PPIC), 72% of Californians support the Governor’s health
care proposal. While many groups have indicated their support for the
Governor’s plan, unconditional support is difficult because the proposal is still the
subject of intense negotiation and sufficient change. Many local chambers of
commerce, including the Long Beach Chamber, LA Chamber and San-
Jose/Silicon Valley Chamber, are supporting the Governor’s approach.

Current Status
This bill is currently being considered in the First Extraordinary Session called by
the Governor to address comprehensive health care reform. The bill ABX1 2 is
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currently without an author, and has been referred to the Assembly Health
Committee. The Governor has requested that his bill not be taken up for a vote
in committee, thereby making it available to be used as a benchmark by which
other proposals will be compared against in negotiations, which are currently
ongoing in the Legislature.

SB 840: The California Universal Healthcare Act (State Senator Kuehl)

The California Universal Healthcare Act seeks to provide, affordable healthcare
to all Californians, provide every Californian the right to choose his or her own
physician and control health cost inflation. The Act will create the California
Healthcare System (CHS), a single-payer health care system, administered by
the California Healthcare Agency, to provide health insurance coverage to all
California residents. This Act will also prohibit any health care service plan or
health insurance policy, other than CHS, from being sold in California for services
provided by CHS. Thus, this bill would create one universal health care system
run by the State California. The bill's author contends that under the current
fractured system of health care, 20 to 30% of the health care dollar is spent on
administration (excluding profit).

This bill will become operative when the Secretary of Health and Human
Services determines the Healthcare Fund has sufficient revenues to begin
implementation, and CHS will be required to be operative within two years of the
operative date of this bill. The California Healthcare Premium Commission
(CHPC) will become operative on January 1, 2008.

Highlights
Key elements of the Act include:

e Establishing a Commissioner, appointed by the Governor and confirmed
by the Senate, to serve as the chief officer of CHS and to administer all
aspects of the California Healthcare Agency.

e Establishing up to ten health care regions, each with its own regional
planning director and 13-member regional health planning board.

e Creating a systematic approach to measuring and managing care quality.

e Ensuring that state purchasing power achieves the lowest possible prices
for CHS without adversely affecting needed pharmaceutical research.

e Assessing projected revenues and expenditures to assure the financial
solvency of the system.

e Ensuring that all income earners and all employers contribute a premium
amount that is affordable and consistent with existing funding sources for
health care.

e Maintaining the current ratio for aggregate health care contributions
among the traditional health care funding sources, including employers,
individuals, government, and other sources.
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Regarding eligibility and benefits:

¢ All California residents would be eligible for CHS, with residency based on
physical presence in the state with the intent to reside.

e CHS would also provide coverage to state residents who are temporarily
out of state, and would bill visitors to the state for health care services
received under CHS.

e Eligible residents would receive services from any willing professional
CHS health care provider.

e Covered benefits would include all care determined to be medically
appropriate by the consumer’s health care provider.

e Copayments and deductibles would be prohibited for preventive care.

o State residents in a family whose income does not exceed 200% of the
federal poverty level would be eligible for no-cost Medi-Cal.

Funding

Once enacted, the transition to CHS would be funded from a loan from the
General Fund and from other sources (including private) identified by the
Commissioner. Funds currently held in reserve by state, county, and city health
programs, and federal funds for health care held in reserve in federal trust
accounts would be transferred to the state health care reserve account when the
state assumes financial responsibility for health care under this bill that is
currently provided by those programs. The Commissioner would also establish
formulas for equitable contributions to CHS from counties and other local
government agencies.

Additional funding requirements under this bill include:

e When the state budget has not been enacted by June 30™ of any year,
funds in the reserve account must be used to implement this bill.

e The Commissioner must limit the growth of spending on a statewide and
regional basis by reference to average growth in state domestic product
across multiple years, population growth, and other factors.

e Limits administrative costs on a system-wide basis to 10 percent of
system costs within five years of completing the transition to the CHS and
to 5 percent of system costs within 10 years.

Fiscal Analysis

An actuarial analysis of a prior version of this legislation found that the total
health spending for California residents under the current system was about
$184.2 billion for 2006, and that the single-payer program would achieve
universal coverage while reducing total spending in the state by a net $7.9 billion.
These savings would be realized by reducing administrative costs and increasing
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savings from the bulk purchase of prescription drugs and durable medical
equipment. These savings would amount to an estimated $20 billion in
administrative costs, and an estimated $5.2 billion in bulk purchasing savings.

This Act would constrain growth in future spending to match growth in the state
gross domestic product, which is expected to be about 5.14 percent annually
through 2015. By 2015, health care spending under the single payer program
would be about $68.9 billion less than currently projected ($343.6 billion). Total
savings over the 2006 through 2015 period would be $343.6 billion. Savings to
state and local governments over this ten-year period would be about $43.8
billion.

Major Supporters

According to the legislative bill analysis, key supporters of this bill include the
California Nurses Association, the California Federation of Teachers, the
California Public Interest Research Group, the California Senior Legislature —
State of California, and the League of Women Voters, Long Beach Area.

Current Status

SB 840 was amended on July 10, 2007 and re-referred to the Assembly
Committee on Appropriations. This bill is now a two-year bill, and would be
eligible for consideration next year. A similar bill passed the Legislature last
year, but was vetoed by the Governor. As this bill does not have the support of
the Governor or Legislative Leadership, it is not being considered during the
current Special Session.

ABX1 1: The California_Health Care Reform and Cost Control Act
(Assembly Speaker Nuiiez & Senate President Pro Tem Perata)

On November 6, 2007, Assembly Speaker Nufiez and Senate President Pro Tem
Perata announced a new Democratic health care plan entitled “The California
Health Care Reform and Cost Control Act” (ABX1 1). This new bill includes the
core principles of AB 8 (the Democratic plan vetoed by the Governor on October
12, 2007), while meeting the Governor halfway on other key elements of health
care reform.

Highlights
Key elements of this new health care plan include:

e Establishing an individual mandate for most Californians, but exempts
those who cannot afford to purchase insurance. Affordability is met when
the total cost of health insurance is 6.5 percent or less of a family income.

e Covers all children and parents up to 300 percent of the federal poverty
line.
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Covers all single adults through Medi-Cal up to 250 percent of the federal
poverty line.

Provides individuals with incomes 250-450 percent of the federal poverty
line not eligible for public programs with an advanceable, refundable tax
subsidy to help purchase coverage.

Ensures that no one earning between 0-150 percent of the federal poverty
line will be required to pay premiums, co-payments, or deductibles.
Requires the Managed Risk Medical Insurance Board (MRMIB) to
establish the minimum benefits package suitable for coverage in
California.

Contains significant cost-containment measures, including allowing the
state to pursue bulk purchasing of pharmaceuticals and requiring
transparency from hospitals.

Funding
AB 1 would be financed through a combination of fees and taxes including:

A $2 per pack increase in the tobacco tax. (The Cigarette Tax Initiative
approved by voters in 2006 increased the tax rate per pack of cigarettes to
$3.47).

An employer fee assessed on a sliding scale.

o Employers with payrolls up to $100,000 would be expected to
contribute at least 2 percent of payroll.

o Employers with payrolls from $100,000 to $250,000 would be
expected to contribute at least 4 percent of payroll.

o Employers with payrolls above $250,000 would be expected to
contribute at least 6.5 percent of payroll.

o Employers would also be expected to offer insurance to part-time
employees or contribute to the public purchasing for those
employees.

A hospital fee assessed at 4 percent of revenue.

Major Supporters

According to the legislative analysis, the California Public Interest Research
Group supports the bill as stands, while the American Federation of State,
County and Municipal Employees, the California Hospital Association, the
California Medical Association, Congress of California Seniors, Latino Issues
Forum, and Planned Parenthood Affiliates of California are some of the key
supporters of the bill if amended.

Current Status
The Assembly Health Committee approved ABX1 1 on November 14, 2007, with
Democrats voting in favor and the bill and Republicans voting in opposition. The
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Assembly was scheduled to vote on the bill on November 26, 2007, but the date
has been moved to December 5 or 6, 2007.

Attached please find a matrix that helps explains the differences between the two
plans currently being discussed in the Special Session. For more information,
please contact Tom Modica, Manager of Government Affairs, at 8-5091.

cc: Mayor and Members of the City Council
Christine Shippey, Assistant City Manager
Reginald Harrison, Deputy City Manager
Ron Arias, Director of Health and Human Services
Tom Modica, Manager of Government Affairs
Jyl Marden, City Council Liaison
Mike Arnold and Associates

Attachment
TM: jb
M:\IGR\State\State Leg Comm\Memos2008\State Health Care Proposals_11-21-07.doc



‘044 Aed 01

pasmbai saakojdwe jusrearnba swin-[ny
210w 10 ()] JO SIoAo[dwd YIIm ‘SIDIAIIS
aJed Yj[eay Joj junowe jud[eAlnbo ue
Surpuadxa j0u s1okopdws 10J 944 01 ¢4
wolj o3uel jey) S99y JoLojdwa apnjoul
uoddns [eroueury oy} pue ‘siopraoid
QIBD U)[BaY pUB JUSWUIIAOS ‘S[enpIAIpUl
‘s1aAo[dwo WOty suonNgLIUOd pIdURULY
2q [[19 Y3} 1By} JUAUI JAIIR[SISI] SajeIS

..owwoaon.:w»:_om .SE?SU

sjesodoad uLIofY d.18)) YI[EIH I9339UIZIBMYIS "A0K) PUE ZIU

“Jeak
1od 005§ moroq seakordwe 1oy
10y Aepd 1o Aed,, pue 1eak/000°6T$

9A0qE SaBem UM sdako[dwa J1ay) 1oy
Aerd 10 Aed,, 01 30910 I1snw sxkojdwy

"% Ked pnom 000°0ST$ PUB 000°001$
u2am19q [[o1Aed Jo siokojdud pue

9o, Aed pnom (0000 1$ M01oq sjjoiked
ym srokojdwyg -punj d1els e 01 Junowe
juaeAainba ue Ked 1o sainyipuadxo

a1ed Yyeay 99kojdws uo [joiked

JO 9469 1589 JB puads 03 painbar

2q pinom A[[enuue )00‘0SE$ 2A0qe

Jo je sjjoiked yynm siokodwy -joiked
IoAojdwd uo paseq a[eos 3ulpls

- (Lo0z 8 ..uan%

No::Z :wiﬁm uﬁ_«omm %E

‘soakordwrs owm-yred aoyy 103  Aepd 10
Ked,, pue ‘sookojdwo swn-[[nJ J1ay) JoJ
Aerd 10 Ked,, 01 10919 Isnw s1okojdwy
‘punj 9Je3s € 03 Junowe jud[eAinba

ue Aed 10 sarmipuadxa aIed yyeay
ooKojdwa uo [jo1ked Jo 946"/ IS 1B
puads 03 paninbar oq pinom sioKojdwyg

cuvnoﬁa m<v

. zqy
_ zoun Z .-u&ngw baammmﬂ

E.Ea

Ae[d 10 Ked,,

NN 19 8adS Ud9M)Ig SIWIIPJI(




"I

Popunj-£1unod 03 paIIIuS SIMISYIO0
ordoad Furjo1us Jo 3509 oy} 1oddns
0} SAIIUNOD WO aNUSAJI Aq paoueuly
9q []1q 23 JeYy) JUUI dAIR[SISI] SO1eIS

“Anpiqer] reroueuy

Aunod A[3uaLInd aJe Jey sjnpe jud3pul
A[reorpaw SuLIoA09 Jo uondwnsse

2Je3s JO 1509 2y} uoddns 03 sar3unoo
woJy sanuaAal Aq Wed ur paoueuly

oq [11q Y3 ey} JUUI SAIIR[SISI] SAIBIS

"QUON.

JElS 01 YIS
Surpun, Auno)

"SQJIAIDS
aAnuaAaid pue [eorpow ‘[endsoy
opnjout 03 pairnbai 9q pynom
0Fe10A00 )[BOY WINWIUIW Y] e
"93eI0A00
)9y WNWIUIW Y} SOUIUIIIP
Aouady SIOIAIS UBWINY
pue yjjedH Jo AIejoIooS oy, e
"98.I9A00
UJ[eay Wnwiuiw urejurew pue
ul [[OJUD JSNW SUBIUIOJI[BD [[Y e

~ oSen3ueoaneisiSoT
10339U0ZIEMYDS 10UIIA0D)

“diyspaey [eroueulj e oAey
oYM 10 ‘9[qeploJje JoU SI 9FeI0A00
woym Joj syenprarpur jdwaxa
0} paxinbar oq pnom gIANYIN ®
‘s3nip
uonduosaxd snyd ‘(eruzojie)) ut
suepd yjjeay Sunen3ax me] Jo Apoq
oY1) 19V SUAII[-XOUY Y} Jopun
palinbai se sa01A13s Jo 2doos swes
oy apnjout 03 palmbax aq pjnom
93e10A00 YJ[BOY WNWIUIW Y], o
"23BI0A00
WnWIUIW SAINIISUOD JeyYM dUIJIP
pinom (gINIIN) pieog doueinsuj

[eOIPIJAL JSTY POSEUBIA Y], e
*98.I9A00 WNWIUIW UTBIUTEW

pUE UI [[OJUD }SNW SUBIUIOJI[ED [[V e

(00T ‘g IoqudsoN
:c 3?.2:4 oa 8 uumomﬁm m$

“1oKo1dwd 1oy

Aq pred sa3em JO 904G SPIIIXI BLIAINID
payy1oads Suroow 95819409 JO 3502 AU}
J1 10 ‘08e1oA00 wesSoad orjqnd Jo dnoi3
Io)0 9ABY Aay ssojun (Juowalinbax
dn oy, ®) 98eI10A00 3doooe

01 paainbair oq pjnom soskojdwyg -suoN

ojepuen
[enpiAlpu]




AN[Iqepioyyy Jog
Apisqngnipaid
1dd %05€-05C "1dAd %05+-05C "QUON Xe]
‘sjonpoid
0908q0] JAYJO JOJ JUNOWE JUd[eAINb
ue pue “yoed Jod 7§ £q senoresdo aseaou]
"QUON Jo o3exoed e uo xe) oy soseaIou] "QUON Xe] 0008qO],
"A191107] 93e)S Y} FUISUIDI| Yy3noay}
paureiqo spuny o1qnd [euonIppe apnjoul
uoddns [eroueury oy} pue ‘siopraoid
QIBd [)[BAY PUB JUSWIUIIAOS ‘S[enplAIpul
‘s1oAo[dwd woyj suonnqLIuod padueuly K107
3q []1q dY3 1By} JUIJUI JAIIR[SISI] SAIBIS "QUON QUON | 9Je1S U} SuIsea |
'sonusAal juaned Jo o4 JO
orel1 e Je speardsoy £q pred so9y apnjour
poddns eroueury oy} pue ‘siopraoid
9Jed YJ[BaY pue JUSWUISAOST ‘S[enpIAIpUL
‘s1oKo1dwo WOy suonnqLIuUOd padueuly
2q [[19 Y} 1By} JUSIUI SAIIR[SISI] SaJBIS *JO[[eq UO Ipn[oul 0} pITy "QUON 99, rendsoy
"(L00T
ur ¢ o AJiuwiey e 10j G76°TH$ M0[oq
“Tdd %0ST UBY} SSO] SOWOOUT 10 18) Tdd %057 UBY} SSO] SaWooul
ym synpe 9[3urs 03 35e19A09 spuedxa )M SIMPE 9[3UIS 0} 93eI9A09 spuedxd ‘(LOOT uI € JO A[Iwe} & J0J
pue (L00T Ul € Jo A[iwej e J0J $T6°THS pue (L00g ul ¢ Jo A[iurey € 10y 0[S [S$ | 01S TS$ M0[2q 10 1) TdJ %00¢€ M0[°q
MO[9q 10 18) Tdd %0S ¢ MO[eq IO I MO[9q 10 18) Tdd %00€ MO[oq 10 je 10 Je Ssowooul AJIWey YIm SOAIR[I uorsuedxyq
SOWIOOUT AJIWE] YIIM SOATIR[I JONEIOIED |  SQWOOUl AJIUWIE] YIIM SOATJR[QI JOXEIRIRD | JIoyejated pue syudled 03 spunj presipojn a8e10A0D)
pue syuared 01 98eI0A00 spuedxyq pue sjuated 03 a8e10A09 spuedxyg wEm: 93e10A00 ueld yjpeay spuedxyq [eD-1paN

u a:u-:ﬁ oiwn_m.wuﬂ

- /.,Nuww.. uviqeyq uﬁ_«an %EE%WQ

Q.S.a E_:ssn m<

. %49y
zoun uo&wunw bnaomﬁ\




