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SUBJECT: Approval of Various Actions Related to the Children’s Health Initiative.

RECOMMENDED ACTIONS

1. Accept the attached report on the Children’s Health Initiative summarizing the County's
goal to enroll all eligible children in the County of Santa Clara into one of several
insurance programs, including the Healthy Kids insurance product that will insure all
eligible children whose families earn up to 300% of Federal Poverty Level.

Execute the attached contract with Santa Clara Family Health Plan to administer the
Healthy Kids plan to provide health insurance to eligible children residing in Santa Clara
County, including the transfer of $3,000,000 reserved by the Board of Supervisors during
the FYOl Board Hearings to the Santa Clara Family Health Plan for deposit into a Trust
Fund.

O
^.

3. Adopt a Resolution delegating signature authority to the County Executive to execute
amendments to this contract with prior review and approval by County Counsel. This
authority is not subject to a time limit.

Approve the attached Appropriation Modification recognizing $3,000,000 in revenues
and expenses in the Children’s Health Initiative budget (BU0612).

4.
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FISCAL IMPLICATIONS

There will be no impact on the County General Fund as a result of this action. A $3,000,000
reserve for the Children's Health Initiative was approved in the FYOl Budget to be used'upon
execution of the final contract with Santa Clara Family Health Plan . These are one-time
Tobacco Settlement funds, but are anticipated to be renewed annually as long as the
Tobacco Settlement funds are available.

Funding for this program will be deposited in a separate budgetary fund in the County treasury
with annual budgets approved by the Board of Supervisors. Amounts in this new special revenue
fund, which has been created solely for the Children’s Health Initiative, will be paid to the Santa
Clara Family Health Plan pursuant to contractual relationship. Unexpended funds,
together with related interest earnings, will be retained within the fund and will be available
dedicated financing source for subsequent appropriations.

The $3,000,000 in the balance of this fiscal year will be used for premiums for the new Healthy
Kids insurance product, and one time startup and operating costs associated with the Children’s
Health Initiative (see Attachment B). Those funds will enable an estimated 4 500 children to be
enrolled in Healthy Kids by the end ofFY2001.

A pubhc-private partnership is forming in the effort to fund the Children’s Health Initiative. To
date, the Children & Families First Commission has allocated $2,000,000 (annualized)
children aged 0 -5, and the Santa Clara Family Health Plan Foundation has contributed
$1,000,000 toward this effort. A development office will be created to expand the public-private
funding partnership so that the County’s funds will be leveraged and sufficient, sustainable
resources developed for the continuation of the program.

REASON FOR RECOMMENDATIONS

On October 4, 2000, the Board of Supervisors approved the proposal (in concept) to enroll all
eligible children residing in the County of Santa Clara into an insurance program managed and
coordinated by the Santa Clara Family Health Plan and directed the County Executive and
County Counsel to negotiate a contract with SCFHP (see Attachment C for contract).

With implementation of the Children’s Health Initiative, Santa Clara County will be the first
county in the United States to launch and implement a comprehensive health insurance initiative
to make health insurance accessible to all eligible children (see Attachment A for complete
program description).

The Children’s Health Initiative includes a plan for outreach through which children from Palo
Alto to Gilroy will be identified and evaluated for eligibility first for Medi-Cal, second for
Healthy Families, and finally (if not eligible for the first two programs) enrolled into Healthy
Kids. The Children’s Health Initiative builds upon current efforts and resources focused on
enrolling children into one of the two existing programs and seeks to become a “best practice”
for educating families and improving retention in health insurance plans.

Responding to the rising numbers of uninsured low-income children in Santa Clara County the
Board of Supervisors fostered the creation of the Healthy Kids insurance product. The Healthy
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Kids insurance program will make health insurance coverage accessible and available to all
eligible children in the County, filling gaps in the current system.

As described in the 1999 Santa Clara County Community Health Assessment \ there are
numerous consequences of being uninsured, including poor access to care, and preventive health
services such as routine checkups and health screenings, increased inappropriate and costly
of County emergency room facilities to meet immediate health care needs, and increased
preventable hospitalizations. Creation of the Children’s Health Initiative and Healthy Kids will
help address and improve this situation and the overall health of our

use

community.

CONTRACT HISTORY

Santa Clara Family Health Plan

The Santa Clara Family Health Plan will be the administrative entity for managing the Healthy
Kids insurance product and will report monthly on enrollment and finances to the Board of
Supervisors through the Health and Hospital Committee. The Santa Clara Family Health
Authority (d.b.a. Santa Clara Family Health Plan) is a public agency and was formed pursuant to
19^95^^’ County Board of Supervisors and by County Ordinance on August 1,

The SCFHP is a fully licensed Knox-Keene health plan, currently serving approximately 37,000
Medi-Cal and 6,000 Healthy Families members who have selected this plan within a competitive
market. Current market share for SCFHP by program represents 63% of Medi-Cal managed care
and Healthy Families enrollees. SCFHP has an existing large network which includes all
hospitals, more than 2,100 doctors and clinics and all major pharmacies.

The SCFHP is responsible for managing Medi-Cal and Healthy Families revenue from state and
federal governments. In addition, its operations are subject to audits by the California
Department of Managed Health Care, the federal Departments of Health Services and Health
Care Financing Administration, and is subject to the Brown Act, conducting its business in
public with all records subject and open to public inspection.

Implementation of the Healthy Kids insurance product is contingent on the Santa Clara Family
Health Plan receiving approval for a material modification of its license by the State of
California s Department of Managed Health Care to provide the insurance plan as described in
Attachment C. Approval is expected by the end of the calendar

area

year.

In November 1996, The Board of Supervisors approved the initial agreement between the Santa
Clara Family Health Plan (SCFHP) and Valley Health Plan (VHP) for Medi-Cal Managed Care.
Under this Provider Services Agreement, VHP is the subcontracting health plan that unites the
disproportionate share health care providers in the County for purposes of accepting Medi-Cal
Managed Care enrollment. SCFHP also has a direct contract with Santa Clara Valley Medical
Center, executed in December 1996, for the provision of inpatient and outpatient

In the Balanced Budget Act of 1997, Congress established a new children’s health program that
would become the Healthy Families Program, administered by the California Managed Risk
Medical Insurance Board (MRMIB). Throughout 1997 and into early 1998, SCFHP and VHP
' community Assessment - Health & Quality of Life in Santa Clara County, 1998. Community Benefits Coalition Hospital
Council of Northern & Central California - Santa Clara Section. '

services.
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worked together to prepare for this program and to obtain the Community Provider designation
for SCFIff, which would make the SCFHP network (including VHP) a more attractive choice
tor Healthy Families members.

During the Spring of 1998, the First Amendment to the original SCFHP/VHP Provider Services
Agreement and the Second Amendment to the direct SCFHP/VMC Provider Services Agreement
were executed for the Healthy Families Program, At the same time, VHP executed Healthy
Families provider agreements with its network.

Delegation of Authority

On February 15, 2000, the Board of Supervisors adopted a resolution continuing the delegationof authority to the Executive Director, Santa Clara Valley Health & Hospital System to amend
agreements between Valley Health Plan and Santa Clara Family Health Plan.

Copies of the adopted resolution are on file with the Clerk of the Board.

BACKGROTINn

The Packard Foundation recently released a study which includes the following information^-
•  The average uninsured rate for Santa Clara County’s children was 14.8% or approximately

71,000 uninsured children for years 1997 and 1998,
•  About 51,000 or 72% of the 71,000 uninsured children are eligible for Medi-Cal or Healthy

Families but not enrolled. ^

•  Approximately 20,000 children are not eligible for either Medi-Cal or Healthy Families
programs, due to family income criteria or immigration status.

History of this Referral

In May 2000, Working Partnerships USA and PACT approached the County and City of SanJose with a proposal to use tobacco settlement funds to create a health insurance program for
children in San Jose. On May 24, 2000, Supervisor Alvarado made a referral to the County
Executive and SCVHHS administration to review this request.
During the Board’s budget hearing on June 14* Supervisor Alvarado proposed using $3 million
of the tobacco settlement funds to pay for children’s health insurance. Supervisor Simitian made
the motion that the program be expanded to cover children throughout the County The Board
unanimously approved the creation of a $3 million reserve for children’s health insurance.
In response to these actions, staff from Working Partnership USA PACT SCVHHS SCFFIP
County Executive's Office, Social Services Agency, The Community Health Partnership and ’
others formed a Working Group to formulate a plan and strategy to provide health insurance to
Children. The Working Group formulated the overarching plan for a Children’s Health Initiative
and the resulting Healthy Kids insurance product.
This new product is designed to be a Healthy Families “look alike” that will provide medical,
mental health, vision and dental benefits for all children up to age 19 who are living in Santa’
Clara County and whose families have an income up to 300% of poverty and who are not
otherwise able to obtain coverage (including Medi-Cal and Healthy Families).

Won^ Liai^, Background Data and Models for Expanding Health Insurance Coverage to Uninsured Children in
I>anta Clara County. Institute for Health Policy Solutions, Oct. 19, 2000
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On September 9, 2000, the Santa Clara County Children and Families First Commission
approved $2 million in matching funds on an annual basis, for insuring children ages 0-5 years
who do not qualify for Medi-Cal or Healthy Families.

On September 21, 2000, the Santa Clara County Health Authority Board of Directors approved
the allocation of $1 million in funding to the Santa Clara Family Health Foundation to be used
toward the Children's Health Initiative.

On October 4, 2000, the Board of Supervisors accepted a report on the Children’s Health
Initiative plan, in concept, which proposed to enroll all eligible children in the County into an
insurance program managed and coordinated by the Santa Clara Family Health Plan
On October 27, 2000 the Santa Clara Family Health Plan submitted an application to the City of
San Jose for $804,200 in Year One and $1,986,750 in Year Two of the City’s Healthy
Neighborhoods Venture Funds (tobacco settlement), to be used for coverage of the per member,
per month premiums for the Healthy Kids insurance product and outreach and enrollment
activities under the Children’s Health Initiative.

The Working Group, composed of members of SSA, SCVHHS, Working Partnerships, People
Acting m Community Together (PACT), the County Executive’s Office and SCFHP has
established an aggressive timeline for initiating the Children’s Health Initiative Plan ’ including a
start date of January 2, 2001 to begin to enroll all eligible children into the children’s health
initiative program.

Sources and Uses of Funding

Details on the sources and uses of funding are available in Attachment B. The highlights
summarized in the table below:

are

SOURCES OF

FUNDING
DESCRIPTION AMOUNT

County of Santa Clara These funds, allocated by the Board of Supervisors
during the FY 01 budget hearings, will be used to
contract with the Santa Clara Family Health Plan for the
purposes of underwriting premiums for eligible children,
funding “start up” such as legal counsel and information
systems, and funding for outreach, application assistance
and education. Further, these funds will be used
leverage other funding opportunities from both
foundations and the business community.

to

$3,000,000
annually

Santa Clara County
Children and Families

First Commission

The action to provide matching funds for the Children’s
Health Initiative, for children ages 0-5, was approved
on September 9, 2000

$1,000,000
in FYOl;
$2,000,000

annually

Santa Clara County
Health Authority

The Board of Directors approved this allocation
September 21, 2000. Additional allocations will be
reviewed annually.

on $1,000,000

To date, these three entities have committed to providing $5 million in FY 01 to ensure eligible
uninsured children in Santa Clara County have access to health insurance coverage.
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As previously discussed, the Santa Clara Family Health Plan submitted a grant application to theCity of San Jose m late October for $804,200 in Year One and $1,986,750 in Year Two of the
City s Healthy Neighborhoods Venture Funds (tobacco settlement) for coverage of monthly
premiums for the Healthy Kids insurance product as well as outreach and enrollment activities
under the Children’s Health Initiative.

On November 18» rankings of all the proposals received by San Jose were made public, with
the Children s Health Initiative proposal receiving a score of 83 points. In the Education/Health
category through which CHI would be funded, the proposal received the 3"^^ highest overall
rating and was the highest ranked large project. The grant awards for the City’s Healthy
Neighborhoods Venture Funds will be approved on December 12, 2000.

The summary Operating Budget for the Children’s Health Initiative is as follows:

Operating Budget
Healthy Kids -

Premium Expense

CHI operating expense

Eligibility Determination

FY2001 FY 2002

$1,037,500 $5,129,400

$300,000 $600,000
Contracts $100,000 $200,000

$100,000
Hardship Fund $20,000

Total
$420,000 $900,000

$220,000
Start-up Expense $1,700,000

GRAND TOTAL EXPENSE $3,157,500 $6,249,400

CONSEQUENCES OF NEGATIVE ACTION

Failure to approve this action will prohibit the Administration team moving forward with the
Children’s Health Initiative proposed by the Board during the FYOl Board Hearings, thus
delaying or terminating efforts to enroll eligible children in Santa Clara County for health
insurance coverage.

STEPS FOLLOWING APPROVAT

The Clerk of the Board will forward two (2) copies of the approved items and executed contracts
to SCVHHS Administration,.

Attacliment A:

Attachment B:

Attachment C:

Children s Health Initiative & Healthy Kids program description
Children’s Health Initiative Budgets
Santa Clara County contract with the Santa Clara Family Health Plan

Cc: Susan Branch

Gary Graves
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