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County Health Executives Association of California 
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Governor Arnold Schwarzenegger held a press conference on Tuesday to 
announce the release of his health care reform proposal in bill form (link to the 
language is included below). However, the language does not have an author 
and the Governor repeatedly insisted that, while it represented a “fleshed-out” 
version of what he’s been talking about all year, many of the details are still 
under negotiation. 
 
“This is our proposal; these are not the final numbers,” he said. 
 
The Governor referenced a $14 billion price tag for his version of health care 
reform, to be cobbled together with a mix of hospital fees, sliding scale employer 
fees, federal, state and county funds, and leasing the state lottery to private 
vendors.   
 
In response to reporters’ questions, the Governor stated that he hopes to wrap 
up negotiations in the next two weeks, employing a process similar to the 
infrastructure bonds in 2006, with the Legislature passing a policy piece this fall 
and then a petition initiative that includes the funding mechanisms to be placed 
on the November 2008 ballot.  
 
Below is a brief summary of the October 8 language. The 200+ pages of 
language can be downloaded at  
http://gov.ca.gov/pdf/gov/HCR-RN0729963.pdf. 
 
 
Financing 
 
The language contains no financing provisions, though it does contain intent 
language stating that the provisions of the bill would be financed by: 
 

• Federal financial participation through Medicaid and SCHIP. 
• Revenue from counties “to support the cost of enrolling persons otherwise 

entitled to county-funded care”. 
• Fees paid by acute care hospitals at a rate of 4% of patient revenues. 
• Fees paid by employers ranging 0 to 4% of total payroll.  Employers with 

10 or more full-time employees would pay the 4%.  For employers with 
fewer than 10 employees their contribution would be based on total payroll 
(under $100,000 would be exempt, between $100,00 and $200,000 would 
pay 2% and employers over $200,000 would also pay the 4%). 

• Premium contributions from currently offering employers when employees 
instead choose to enroll in public programs. 

• Premiums from individuals. 
• Licensing of the State Lottery. 

 
 

http://gov.ca.gov/pdf/gov/HCR-RN0729963.pdf
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County Share of Cost 
 
The October 8 version of the language includes only intent language “to establish 
a mechanism whereby counties shall contribute to the cost of providing coverage 
to individuals currently relying on counties for medical services.” 
 
Public Program Expansions 
 

• Expands Healthy Families to 300% Federal Poverty Level (FPL). 
• Expands both Medi-Cal and Healthy Families to undocumented children. 
• Expands Medi-Cal to 19- and 20-year-olds up to 250% FPL. 
• Expands Medi-Cal to parents up to 250%. 
• Creates a new Medi-Cal program for childless adults under 100% FPL, 

which would offer a more limited benefit package (e.g. no dental) and 
does not include any retroactive coverage.  This program would also 
require semi-annual verification.  (Note:  This MIA expansion would be 
contingent on establishment of a county share of cost.) 

 
All Medi-Cal beneficiaries over 100% FPL would receive coverage through 
benchmark plans, and the asset test would be eliminated for certain Medi-Cal 
populations. 
 
New Purchasing Pool  
 
A new purchasing pool would be established, called the Health Care Security 
and Cost Reduction Program, administered by MRMIB, which would provide both 
subsidized and unsubsidized coverage.   
 
Eligibility For Subsidized Care 
 

• Legal resident of the state. 
• 19 years of age or older and ineligible for Medicare. 
• Family income between 100% and 250% FPL. 
• Ineligible for Medi-Cal or eligible to participate in benchmark plan. 
• Does not have access to employer-sponsored coverage. 
• (Note: This subsidized pool coverage would be contingent on 

establishment of a county share of cost.) 
 
Regarding the subsidy levels, there are conflicts between the legislative 
language and the Governor’s press materials.  The language says: 
 

• 100% to 150% FPL would pay no premiums or out-of-pocket costs. 
• Between 150% and 250% would have their premiums capped at 5% of 

income, but would have no protections on out-of-pocket expenses. 
 
The press release says:   

• 100% to 150%: No contribution 
• 151% to 200%:  Premium limited to 4% of income 
• 201% to 250%:  Premium limited to 5% of income 
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Eligibility For Unsubsidized Care 
 
Legal resident of the state and either: 
 
 1) An employee paying the full cost of health care coverage through an 
 employer’s cafeteria plan, or 
 2) Eligible for the new state tax credit, or 
 3) An employee of an employer that does not offer employment-based 
 health coverage with “some portion” of the cost borne by the employer. 
 
The pool would also offer unsubsidized dental and vision coverage to individuals 
already enrolled in pool health care coverage. 
  
The proposal includes reimbursable tax credits for anyone between 250% and 
350% FPL purchasing their own insurance (inside or outside the pool) if the cost 
of buying insurance totals more than 5% of income. 
 
Individual Mandate 
 
All California residents must be enrolled in and maintain minimum health 
insurance.  However, the minimum level of coverage is not defined in the bill.  
The Secretary of the Health and Human Services Agency would establish 
minimum coverage requirements, including deductible and co-payment 
requirements through regulation. 
 
Also, there is no enforcement mechanism in the bill.  Again, the Secretary would 
establish this through regulations.  The bill does authorize the Secretary to pay 
premiums on behalf of uninsured people and establish methods for the state to 
recoup these costs from the individuals for whom coverage is purchased. 
 
Market Reforms 
 

• Guaranteed Issue would begin upon implementation. 
• Community rating would be phased in. 
• 85% Medical loss ratio (i.e. the portion of health plan premium revenue 

that must be spent on health care) 
 
Medi-Cal Rate Increases 
 
Physician rates:  Not less than 80% of Medicare (Note:  physician rate increases 
are included even though there is no longer a physician fee.  The Governor 
justified this change from his January proposal saying that unlike hospitals, not 
all physicians see Medi-Cal patients.) 
 
Private Hospital Rates: Private hospitals would be paid at Medicare rates, but the 
specifics are still under negotiation/  
 
Public Hospital rates: Although the language alleges that public hospitals would 
be reimbursed at cost, the proposed methodology is problematic and does not 
guarantee that would be the case. 
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Local Coverage Option 
 
The new language includes a Local Coverage Option for county health systems 
to serve the new MIA Medi-Cal population for a period of three years.  However, 
there are significant differences between the Governor’s language and that 
proposed by public hospitals. 
 
Prevention Programs 
 
The language includes a statewide Diabetes Services Program, Community 
Makeover Grants to local health departments and smoking cessation activities.  
However, all of these programs would be contingent upon a separate state 
budget appropriation.   
 
Both private insurers and Medi-Cal would be required to offer Health Action 
Incentives and Rewards Programs which would include health risk appraisals 
and incentives for beneficiaries “to become more engaged in their health care 
and to make appropriate choices that support good health.” 
 
Other Provisions 
 
Assessment:  The Secretary of the Health and Human Services Agency would be 
required to do an assessment, by March 1, 2012, of the sustainability and 
solvency of the program, cost and affordability of health care in California, the 
health care coverage market, impact on employers and employment, the access 
and availability of health care coverage, capacity of the various health care 
professions and facilities and the impact on county health care safety net system. 
 
All employers with two (2) or more full time employees would be required to offer 
Section 125 (health care cafeteria) plans. 
 
Various provisions encouraging electronic medical records and electronic 
prescribing of pharmaceuticals. 
 
Establishment of a Health Care Cost and Quality Transparency Committee to 
make recommendations on health care quality reporting and cost effectiveness 
and efficiency. 
 
Performance measures and pay for performance provisions for both private 
coverage and public programs. 
 
Expansion of roles of medical assistants, nurse practitioners and physician 
assistants  
 
Eligibility:  MRMIB allowed, but not required to contract with counties. 
 
Implementation 
 
Implementation date:  Most provisions effective July 1, 2010. 
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Implementation would be contingent on a finding by the Director of Finance that 
the necessary financial resources are available.  These include: 
 
Sufficient state resources for the first three years of operation. 
Required federal approvals for program changes have been obtained. 
Required federal resources will be available. 
 
Does not include start-up funds, but allows the Legislature to appropriate funds 
“for the support of the activities necessary to prepare for the implementation” 
prior to the above findings. 
 
 

~end~ 
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