AB 85 Implementation – Changes to Health Realignment
FY 13/14 Fiscal Transaction 
· Total Redirection:  $300 million (approximately 22% of estimated total Health Realignment Revenues for FY 13/14)

· Redirection begins with January 2014 disbursements, and will be spread over six months.

· Schedule to be developed by Department of Finance (DOF), in consultation with CSAC.

· For “Savings Formula” Counties:  

· DOF will provide updated savings estimates by April 20, 2014.

· If estimated savings for a county are less than amount in the original Schedule for that county, the difference will be returned to that county’s local Health Realignment Trust Fund.
· If estimated savings for a county are greater than the amount in the original Schedule for that county, there will be no change in that county’s contribution for FY 13/14 at this time.

· True up process will apply for FY 13/14 – i.e. a county’s final contribution for FY 13/14 could go up or down when the final true up process is completed in December, 2015.

· CMSP Counties:

· Contribution from individual counties will be the same as they otherwise would have paid to the CMSP Program (i.e. the last six of their current ten monthly payments to CMSP).

· The remainder of the total CMSP Counties’ contribution (approximately $12 million) will be paid out of the CMSP account.

Options for Counties (non-CMSP)
Counties must decide between two options for redirection of their Health Realignment Funds.

Option 1 “60/40 with MOE” split:  Counties may elect to have 60% of the amount of their Health Realignment Funds (base and growth) plus the amount of their statutory MOE redirected.  Counties with an MOE that is greater than the average for their group, when compared to their total Health Realignment funds, may instead choose to use that average MOE to determine the amount to be redirected (average MOE is 25.9% for hospital counties and 14.6% for the non-hospital, non-CMSP counties).  The impact for counties at or above the average MOE is that the sharing ratio would be closer to 75%/25% for hospital counties and 69%/31% for non-hospital counties.  The dollar amount for redirection will be re-calculated annually based on each year’s Health Realignment revenues.

Since growth dollars are included in the calculation each year, for counties choosing this option a final true-up process will take place by January 10 following the end of each fiscal year.

Option 2 Savings Formula:  Alternatively, counties my elect the option of using a “Savings Formula”, which documents costs and assumed available revenues for each year to determine the amount of their Health Realignment funds to be redirected.  AB 85 defines two variations of the formula:  one for hospital counties and one for non-hospital counties.  Both versions of the formula include a cap on the amount of Health Realignment funds that can be redirected at the proportion of Health Realignment funds that a county used for indigent care during the base years of FY 08/09 through FY 11/12.

For counties choosing the Savings Formula, the amount of Health Realignment funds to be redirected each year will be based on estimated savings for each county determined by DHCS. The final true up process will take place 30 months after the start of each fiscal year.  At that point, counties whose savings (less the 20% for “shared savings”) are greater than the estimated amount that was withheld will pay the state the difference.  If a county’s savings (less the 20% for “shared savings”) come in under the estimated amount, the state will pay the county the difference.
Timeline:  Key Dates and Decision Points (non-CMSP Counties)
September 30, 2013:  Counties electing to use the Savings Formula (or think they might) must submit to DHCS historical data/percentages on health realignment and county funds spent on indigent care (Note:  DHCS estimates they will provide the reporting templates to counties by August 31.)

October 1, 2013:  Counties tentatively inform the state of their chosen option (60/40 split or savings formula).
November 15, 2013: If DHCS disagrees with a county’s historical data/percentages, they must advise the county.

December 4, 2013:  Boards of Supervisors of each county must adopt a resolution and advise the state of their chosen option.  (Note:  If a county fails to meet this deadline, their contribution will be calculated at 62.5% of their Health Realignment plus MOE.)

December 31, 2013:  If DHCS and a county disagree on that county’s historical data, DHCS will use the county’s data on an interim basis to determine the estimated savings for the next fiscal year.  (Note:  A county may submit a petition to seek a decision on the historical percentages to the County Health Care Funding Resolution Committee, which must issue a decision within 45 days of the petition.  If a county disagrees with the Committee’s decision, the county can contest the decision through the Administrative Appeals process.)
January 1, 2014:  DHCS calculates an interim FY 14/15 redirected amount for each county choosing the Savings Formula.

May 1, 2014:  DHCS calculates an updated interim FY 14/15 redirected amount for each county based on more recent data.

Timeline for True Up Process (for counties choosing the Savings Formula)
December 1:  Counties must submit initial cost and revenue data for the prior Fiscal Year (e.g. for FY 13/14, interim data must be submitted by 12/1/14.) 

June 30:  Counties must submit final cost and revenue data to DHCS for the prior Fiscal Year (e.g. for FY 13/14, final data must be submitted by 6/30/15)
December 31:  DHCS must submit final calculations to the counties.(e.g. for FY 13/14 the state must make a final determination of the redirected amount by 12/31/15).  If a county disagrees with the final determination, they have 30 days in which to file an Administrative Appeal.
June 30:  The Director of Finance makes a final decision about each county’s redirected amount for the fiscal year two years prior (e.g. A final decision for FY 13/14 will be made by DOF in June of 2016.)

County Medical Services Program (CMSP) Counties
The CMSP Counties have only one option – the 60/40 with MOE split.  However, the Boards of Supervisors in CMSP counties and the CMSP Governing Board are still asked to adopt a confirming resolution by December 4, 2013.

The calculation for determining the 60/40 split for CMSP counties is done in the aggregate.  All Health Realignment funds (base and growth) going to CMSP counties (including both the funds the counties pay to the CMSP and the funds kept at the county level for public health), Health Realignment funds that go to the CMSP Governing Board (base and growth), and the aggregate MOE for all CMSP counties are used in the calculation.  The resulting aggregate split for the CMSP counties (if current Realignment data were used) would actually be 62% of total Health Realignment funds being redirected to the state and 38% of the total being retained by the CMSP counties and CMSP Governing Board.

The redirection of Health Realignment funds from CMSP counties will come from the following sources:

· The $89 million in county Health Realignment funds that currently is directed to the CMSP will now be redirected to the state.

· The balance of the obligation from CMSP counties will come from the base and growth funds that currently go directly to CMSP.

New Accounts Created in 1991 Realignment

The Family Support Subaccount is created at the state level and counties are required to create a new Family Support Account in their local health and welfare trust funds.  These accounts will be used to receive the redirected Health Realignment funds, and will be used to pay a new county “contribution” for CalWORKS.  Each county’s new “contribution” is limited to the amount of redirected Health Realignment funds, and is simply a fiscal transaction to off-set state costs.

There is also a new Child Poverty and Family Supplemental Support Subaccount created at the state level.  This new account will be funded from diverted General Growth funds (see below) and will be used for CalWORKS grant increases.  AB 85 also creates a new base account for CalWORKS grant increases, starting in FY 14/15.  This means that in future years the account will receive base funding as well as growth funding.
Changes to Growth Distribution
AB 85 changes the distribution of growth funds in two fundamental ways.  First, the method/formula for redirecting Health Realignment funds for each county will also apply to that county’s growth funds.  Second, since it is expected that the amount of available General Growth will be increased due to the limits on caseload growth associated with the IHSS MOE, the state will be claiming a share of General Growth funds to pay for CalWORKS grant increases starting in FY 14/15.
Following is how 1991 Realignment growth will be distributed, starting in FY 13/14:
· Social Services caseload growth will still get first call on Sales Tax Growth.
· After caseload growth is fully paid, the next draw on growth remains CMSP (These growth funds will now be “shared” with the state under the 60/40 contribution formula for CMSP counties.  However, since redirection of individual county Health Realignment funds is limited to the amount they now pay CMSP, an even higher percentage of these CMSP growth funds will be redirected to the state.)
· Next in line for receipt of growth funds is General Growth, which will change to the following formula:

· The Mental Health Account will continue to receive growth based on its historic resource base formula, which has usually meant it receives about 40% of General Growth (Note:  these funds will stay with mental health if the CalWORKS MOE cap from 2011 Realignment has been met.)
· The Health Account will receive a flat 18.45%.  (Note:  Historically Health has received approximately 50% of General Growth.)  The Administration claims that this is intended to provide the Health Account with its “historical” rate of growth (i.e absent the “savings” to realignment resulting from the IHSS MOE).  However, it is unclear how this 18.45% was derived, and whether it will actually result in the Health Account receiving its historical share of growth.  In addition, since a portion of these growth funds will also be redirected, the amount of growth each county will receive will be dependent on the option they choose for redirecting their Health Realignment funds.
· The remainder of General Growth funds (around 42%) will go to the new Child Poverty and Family Supplemental Support Subaccount to fund CalWORKS grant increases.

· The Social Services Account will no longer receive General Growth.

VLF/Sales Tax Swap

Complicating the implementation of these changes to 1991 Realignment is the VLF/Sales Tax Swap.  Since VLF cannot be used to fund the new “county contribution” to CalWORKS,  AB 85 moves $1 billion in Sales Tax from the Social Services Account to the Health Account, and moves the same amount of VLF from Health to Social Services.  Although this swap is only meant to “change the color of the funds”, there are a myriad of complex implementation issues that must be addressed.  Among those is development of a tracking process to assure that the current proportional distribution of base funds to the different accounts, which is different for VLF and Sales Tax, is maintained.

County Health Executives Association of California


August 1, 2013
4

