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Background on the topic (prior legislation, previous budget action, and related matters).  
Approximately 3.7-million Medi-Cal beneficiaries receive health care services by enrolling in Medi-Cal managed care plans in 25 counties.  These managed care plans are contracted to the Department of Health Care Services (DHCS) and offer networks of organized systems of care, emphasizing primary and preventive care.  

The Healthy Families Program (HFP) is a low-cost health insurance plan for children and teens administered through the Managed Risk Medical Insurance Board (MRMIB).  It provides health, dental, and vision coverage to children who do not have insurance and do not qualify for no-cost Medi-Cal.  HFP is established through Section 12693, et seq., of the Insurance Code.  

The gross premiums tax authorized by Assembly Bill (AB) 1422 (Chapter 157, Statutes of 2009) establishes a funding source for essential preventative and primary health care services provided through HFP by adding Medi-Cal managed care plans to the list of insurers subject to California’s gross premiums tax of 2.35 percent for the period of January 1, 2009, through December 31, 2010.  The proposed legislation would extend the sunset clause of AB 1422 to June 30, 2011, and amend the applicable percentages for reimbursement to DHCS due to the sunset of the American Recovery and Reinvestment Act of 2009.  
Why is this change needed (i.e., what problem is the language trying to address)?  
Recent reductions in the State Budget threatened to end coverage to 700,000 children currently enrolled in HFP.  AB 1422 established a stable funding source for HFP beneficiaries; however, it includes a sunset date of January 1, 2011, which merely postpones the loss of coverage to 700,000 children currently enrolled in HFP.  Currently, AB 1422 requires the State to allocate 61.59 percent of this tax to MRMIB for essential preventative and primary health care services through HFP.  The remaining 38.41 percent of this revenue is allocated to DHCS to reimburse general funds expended to enhance the rates paid to its Medi-Cal managed care plans.  The tax currently provides the State with approximately $162 million in annual revenue, to which approximately $154 million is being added annually in FFP.  By extending the sunset date to June 30, 2011, an additional 82 million of tax revenue will be received and correspondingly $63 million in additional FFP will be received over the period for which the tax is being extended.  AB 1422 also provides for any surplus revenues received by the California Children and Families Commission to be redirected for use by HFP.   

Summary of arguments in support. 
· Maintains a stable funding source for both HFP and Medi-Cal Managed Care through the budget year.  
· Protects ongoing provision of HFP health care coverage for 700,000 children.  
· Has neutral fiscal impact to State General Fund.  
Potential for opposition, if yes, why.  
· Advocates for tax controls may misread this cost-neutral method of increasing federal funding as an effort to increase taxes.  
Is there a BCP associated with this language (yes or no)? 

· No. 
Any other brief information that is relevant/important to highlight so that one can fully understand the issue that is being presented 
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