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Summary

The Affordable Care Act (ACA) has expanded health coverage to millions of
Californians and has improved coverage for millions more, but between 2.7 and
3.4 million Californians under age 65 are predicted to still remain uninsured by
2019, after the ACA is fully implemented. Of those predicted to remain unin-
sured, almost half—between 1.4 and 1.5 million—are ineligible for federal cover-
age options due to their immigration status.!

To close this health access gap, the California legislature is considering a propos-
al (Senate Bill 1005, the Health for All Act) that would expand Medi-Cal cover-
age to include primary and preventive care, prescription drugs, mental health
care, dental care, and other routine health services for all low-income California
residents regardless of immigration status.? The expansion of health services
would build on existing federal and state funds spent on emergency and preg-
nancy-related care, available under federal policies that have been in place since
the 1980s. The policy would also shift services from an episodic fee-for-service
delivery and payment model to managed care plans.

California has recently taken a lead in adopting state policies that expand the
rights of undocumented immigrants, who make up 9 percent of the state’s
workforce and pay more than $2 billion in state and local taxes annually.* The
proposed policy would continue that advancement.

This report finds that the proposed Medi-Cal expansion would involve new state
spending, but the cost is modest in comparison to the impact on health and
coverage, and the policy also produces savings. Specifically, we find that:
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e Thenetincrease in state spending is estimated
to be equivalent to 2 percent of state Medi-Cal
spending, compared to an enrollment increase
of 7 percent in 2015.°

e The new spending would be substantially
offset by an increase in state sales tax revenue
from managed care organizations, in addition
to savings from reduced county spending in
providing care to the uninsured.

e Thenetincrease in state spending is estimated
at between $353 and $369 million in 2015,
growing to between $424 and $436 million in
2019.

¢ Enrollment in Medi-Cal would increase by be-
tween 690,000 and 730,000 individuals in 2015,
growing to an increase of between 750,000 and
790,000 in 2019. This enrollment would reduce
the number of uninsured Californians by ap-
proximately one-quarter in 2019.

Methods

This report presents predictions of changes in Medi-
Cal enrollment and net state spending under the
proposed policy in 2015 and 2019. The analysis ex-
amines two enrollment scenarios: a Base Scenario
in which enrollment is moderate and an Enhanced
Scenario in which higher enrollment occurs. Previ-
ous research suggests that higher enrollment levels
among immigrants may result if certain strategies
are adopted: community-based organizations
assist with enrollment, outreach, and education;
application and enrollment processes are simple
and linguistically appropriate; immigrants’ fears
and concerns associated with enrollment are ad-
dressed; and the unique needs of families with
mixed immigration statuses are met.®

The estimates in this report are based on the best
available data on the demographics, health cov-
erage, and health services utilization of undocu-
mented Californians, including projections from
our UC Berkeley/UCLA California Simulation of
Insurance Markets (CalSIM) model and admin-

istrative data from the California Department of
Health Care Services (DHCS). However, because
data sources on undocumented immigrants typi-
cally have limitations,” the estimates in this report
are subject to some uncertainty.

Extending Comprehensive Coverage
Would Improve Health Outcomes and
Result in More Cost-Effective Care

Numerous studies have shown that Medicaid
coverage improves both access to health care and
intermediate health outcomes.? Previous expan-
sions of comprehensive Medicaid coverage were
associated with increased use of preventive care,
reduced death rates and overall better general
health status.’ Research on the Massachusetts state
health reform efforts, which expanded Medicaid
and private health insurance, found that increased
coverage resulted in reduced preventable hospital
admissions'® and lower death rates.!! Research

on the expansion of Medicaid to adults in Oregon
found that Medicaid improved financial security
for recipients, and that those who were covered by
the program had lower rates of depression.*

The Most Costly Services are Already
Paid for under Current Policy

This analysis assumes that the expansion would

be structured to “wrap” the new services around
the existing emergency and pregnancy-related
services, thus maintaining federal matching dollars
for the episodic services currently provided to un-
documented residents. We also assume that all ser-
vices would be provided in a comprehensive way
through managed care plans, instead of the current
disjointed system of fee-for-service emergency
care. Various options could be considered in order
to provide the services through managed care
while continuing to maintain the federal match for
the emergency and pregnancy-related services.

The incremental cost of the “wrap” is the difference
between: (1) the cost of a managed care plan pro-
viding the same comprehensive services as other

A Little Investment Goes a Long Way: Modest Cost to Expand Preventive and Routine Health Services to All Low-Income Californians


http://healthpolicy.ucla.edu/programs/health-economics/projects/CalSIM/Pages/default.aspx

EXHIBIT 1
Medi-Cal plans, including all essential health ben-

efits, specialty mental health services, and certain
dental services, and (2) the cost of restricted-scope
(primarily emergency and pregnancy-related) ser-
vices currently paid on a fee-for-service basis.

Estimated Monthly Cost for Comprehensive Medi-Cal
Coverage per Adult Predicted to Enroll under Proposed
Policy, Californians Ages 19-65, 2015, Enhanced Scenario

Restricted-scope
Medi-Cal
services,

already

covered

under

current

policy

The incremental monthly cost of providing com-
prehensive Medi-Cal coverage per adult enrollee
is estimated to be $94 in 2015 and $101 in 2019."
These cost estimates reflect DHCS cost estimates
for families in 2014-2015, separating out adult
costs and making the following adjustments.

$94
40% :
Expansion to
comprehensive
Medi-Cal

e Costs are reduced by the current monthly
spending on restricted-scope services adjusted

for inflation.

e Costs are adjusted for the age of adults expect-
ed to enroll in Medi-Cal under the proposed
policy compared to the age of adults currently
enrolled.

e Costs are increased to reflect that some adults
with disabilities may newly enroll in coverage.
This adjustment assumes that individuals with
disabilities who have the highest health needs
are already receiving services.

e Costs are decreased by 15 percent to reflect the
research showing that adult immigrants utilize
health care services at a lower rate, even when
they have insurance.'* A recent study found
that undocumented adults in California have
fewer doctor visits compared to citizens and le-
gal immigrants, after accounting for insurance
status and demographic factors."

This analysis finds that the most costly health ser-
vices are already covered through restricted-scope
Medi-Cal. Thus, in 2015, the incremental cost of
expanding preventive and routine health services
to adults comprises approximately 40 percent of
the total cost (Exhibit 1).16

Expanding preventive and routine health services
to children is predicted to involve no additional
costs to the state. The cost of comprehensive Medi-

services

Source: Authors’ analysis (see appendix).

Cal coverage for children (approximately $133 per
month in 2015) is lower than the estimated cost

of restricted-scope Medi-Cal for children (ap-
proximately $138 per month in 2015), based on an
analysis of data from DHCS.'” Past research found
that immigrant children have lower health care
utilization than their U.S-born counterparts,'® indi-
cating that the cost of comprehensive coverage for
undocumented children would be lower than $133
per month. These data suggest that providing care
to children in a more rational way under a man-
aged care arrangement is likely to cost less than
providing emergency-only care to children.

Significant Increase in Medi-Cal
Enrollment Predicted

Using CalSIM version 1.91, we predict the number
of Californians who would be newly eligible for
comprehensive Medi-Cal coverage if eligibility
were expanded to include all low-income residents
regardless of immigration status. Under current
Medi-Cal eligibility standards, low-income indi-
viduals are those in households with incomes of up
to 138 percent of the Federal Poverty Level (FPL)
for adults, or approximately $16,000 for a single
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individual, and up to 266 percent FPL for children,
or approximately $62,900 for a family of four.

Over 1.3 million Californians under age 65 would
be newly eligible for comprehensive Medi-Cal
services based on their households’ incomes
under the proposed policy. This estimate excludes
the estimated 125,000 California teens and young
adults with Deferred Action for Childhood Arrivals
(DACA), who are already eligible for comprehen-
sive Medi-Cal services under state policy.'® Preg-
nant women are also excluded from this analysis
because they are already eligible for pregnancy-
related Medi-Cal services under current policy.
Though the proposed policy would expand the
scope of services offered to pregnant women, this
estimate assumes no new spending or a negligible
spending increase, consistent with the Governor’s
2014-2015 budget estimates regarding pregnancy-
related coverage.*

Of the more than 1.3 million Californians esti-
mated to be newly eligible under this proposed
expansion, between 690,000 and 730,000 would be
predicted to enroll in Medi-Cal in 2015, growing
to between 750,000 and 790,000 in 2019 (Exhibit
2). Nearly all (97 to 98 percent) of these predicted
enrollees currently lack comprehensive coverage.

By 2019, up to 56 percent of eligible adults and

up to 75 percent of eligible children would be
predicted to enroll in comprehensive Medi-Cal
coverage under the proposed policy. As a point of
comparison, approximately 61 percent of eligible
uninsured adults and 81 percent of eligible unin-
sured children enrolled in Medi-Cal prior to the
ACA.?' Undocumented Californians’ enrollment
rates are predicted to be lower because national
research suggests that some undocumented im-
migrants and their family members are less likely
to enroll in public programs than their native-born
counterparts due to fear of negative immigration
enforcement action for themselves or their fami-
lies, concern about ability to adjust immigration
status in the future, and a general fear and mistrust
of public programs.?

This analysis assumes that restricted-scope en-
rollees who continue to meet Medi-Cal eligibility
criteria would be automatically transitioned to
comprehensive coverage if the expansion were
adopted. This assumption has a significant impact
on the enrollment estimates because a substantial
share of those would be newly eligible for compre-
hensive coverage are already enrolled in restricted-
scope Medi-Cal, according to CalSIM.*

Approximately one-quarter of all undocument-
ed Californians already have private coverage
through their own job, a family member’s job, or
the individual market.?* More than 140,000 un-
documented Californians who would be eligible
under the proposed policy have job-based cover-
age and few of these individuals are predicted to
switch to Medi-Cal. A small number of low-income
undocumented Californians purchase coverage
in the individual market and most of them would
be expected to switch to Medi-Cal if they became
eligible for comprehensive coverage.

Among childless adults not previously enrolled in
restricted-scope Medi-Cal or other coverage, be-
tween 20 and 30 percent are predicted to enroll un-
der the proposed policy in 2015, rising to between
30 and 40 percent in 2019. Parents are predicted

to take up at similar rates in the Base Scenario and
somewhat lower rates in the Enhanced Scenario,
compared to childless adults. Children are ex-
pected to enroll at a higher rate than adults.”® These
enrollment rates in part reflect the previously-dis-
cussed fears and concerns that undocumented im-
migrants have about enrolling in public programs.
While these rates are relatively low compared to
overall enrollment rates for low-income uninsured
individuals, they are somewhat similar to the
enrollment rates predicted for California citizens
and legal immigrants who were previously eligible
but did not enroll in Medi-Cal prior to the ACA.*
This is a relevant point of comparison because

the undocumented Californians who fall into this
category are already eligible for restricted-scope
Medi-Cal without the proposed policy but have not
enrolled.
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The predicted enrollment rates throughout this
analysis assume that individuals with limited Eng-
lish proficiency are less likely to enroll under the
Base Scenario compared to those who are native
English speakers or speak English very well. The
rates also assume that individuals exempt from
the ACA requirement to have minimum essential
coverage or pay a penalty, including all undocu-
mented immigrants, are less likely to enroll.*

In 2019, enrollment is predicted to be somewhat
higher due to growth in the California population
overall, and due to enrollment growth as individu-
als learn about the program and their eligibility.
Over time, it is also possible that fear of negative
immigration-related consequences for enrolling
in public programs could decrease somewhat as a
result of this proposed policy and other state poli-
cies like the law expanding driver’s licenses to all
Californians.

Approximately 640,000 Californians were enrolled
in restricted-scope Medi-Cal prior to the ACA,
excluding estimated pregnancy-related enrollees
and individuals with DACA expected to enroll in
Medi-Cal.?® Therefore, under the proposed policy,
between 50,000 and 150,000 additional undocu-
mented enrollees are expected (depending on
year and scenario), above and beyond the number
of pre-ACA restricted-scope enrollees. The esti-
mates in Exhibit 2 reflect the effect of the proposed
policy, in addition to the expansion in restricted-
scope Medi-Cal eligibility under the ACA (childless
adults and some parents became newly eligible).

Increased State Revenues and Savings
would Partially Offset New Spending

The new state spending to expand comprehensive
Medi-Cal coverage to all low-income Californians
would be substantially offset by new state tax
revenues and reduced state spending on indigent
health care under the existing Health Realignment
funding policy.

EXHIBIT 2

Estimated Comprehensive Medi-Cal Enrollment Increase
under Proposed Policy, Californians under Age 65

2015 2019
Enhanced Enhanced

Children 130,000

Source: CalSIM 1.91 and authors’ analysis.

Note: Estimates exclude individuals already eligible for comprehensive
Medi-Cal coverage or pregnancy-related services under current policy.
Rows may not sum to totals due to rounding.

California levies a sales tax on Medi-Cal Managed
Care Organizations (“MCO tax”) equivalent to
3.93 percent of gross premiums.* The predicted
increase in Medi-Cal managed care spending that
would be generated by the proposed policy would
increase state sales tax revenues by up to $78 mil-
lion in 2015, growing to up to $83 million in 2019 if
the sales tax is maintained (Exhibit 3).

New state spending would also be partially offset
by reduced county spending on the uninsured.
Counties receive Health Realignment funds from
the state to implement public health measures
and provide indigent health care to uninsured
residents. Expanding eligibility for comprehensive
Medi-Cal coverage to all low-income Californians
would increase Medi-Cal revenue for health care
safety net providers, including public or county-
contracted providers, and would decrease spend-
ing on providing care to the uninsured. In the ten
counties that currently offer non-emergency ser-
vices to undocumented residents and which have
chosen a “formula” option for their Health Realign-
ment funding changes, the state would capture a
portion of county savings as county residents gain
coverage under the ACA. The mechanism estab-
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lished under this state law would naturally capture
some of the savings from the reduction in unin-
sured undocumented residents in the ten counties.

Limited data is currently available on the impact
that the ACA has had or will have on county indi-
gent care spending, county health care revenues,
and the number of patients utilizing services with-
in the public health care safety net system. Based
on the information available, it is estimated that
up to $233 million in Health Realignment funds
could be redirected to other purposes in 2015 if the
proposed policy were adopted (Exhibit 3). This es-
timate assumes that at least three-quarters of new
Medi-Cal enrollees in these ten counties would use
public or county-contracted providers, resulting in
most of the new Medi-Cal revenue directly or indi-
rectly accruing to the county. If additional coun-
ties began to offer or reinstated non-emergency
services for undocumented residents and if those
counties are allowed to incorporate those costs
into their Health Realignment formulas, the sav-
ings could be higher. Conversely, the state budget
savings could be lower if some of the ten counties
incur no savings under the ACA or if some coun-
ties achieve savings that are high enough to reach
the limit of Health Realignment savings that can be
redirected to other purposes.

EXHIBIT 3
Estimated Change in Net State Spending due to Proposed Policy (S millions)

Increase in state Medi-Cal spending
New MCO Tax revenue
Health Realignment savings

Net State Spending Increase

Source: Authors’ analysis.

$654
(S77)
(S224)

New State Spending Is Equivalent to
2 Percent of State Medi-Cal Budget

The increase in net state spending to expand
eligibility for comprehensive Medi-Cal coverage

to all low-income California residents regardless

of immigration status is predicted to be between
$353 and $369 million in 2015, growing to between
$424 and $436 million in 2019 (Exhibit 3). The

net increase in state spending is estimated to be
equivalent to 2 percent of state Medi-Cal spending,
compared to an enrollment increase of 7 percent in
2015.%

The proposed policy could entail other state
budget offsets that are not quantified in this report.
For example, under the ACA, Medi-Cal participat-
ing hospitals are now able to preliminarily enroll
patients who may be eligible for Medi-Cal based
on their income and provide temporary Medi-Cal
benefits for up to 60 days (“presumptive eligibil-
ity”) while a full eligibility determination is com-
pleted. To the extent that any individuals who are
eligible under the proposed policy are deemed
presumptively eligible, the state would receive
federal matching funds for any services provided
during that 60-day period, potentially reducing the
net state spending.

2015
Enhanced

$680
(S78)
(5233)

2019
Enhanced

$769
(S81)

(5263) ($270)

6

A Little Investment Goes a Long Way: Modest Cost to Expand Preventive and Routine Health Services to All Low-Income Californians



Conclusion

California has recently adopted a series of state
policies that recognize the important contributions
that undocumented immigrants make to the state
and its economy. In 2011, the state enacted a pack-
age of state DREAM Act laws extending student
financial aid benefits to undocumented immi-
grants who arrived in the U.S. as children. In 2013,
it enacted a law providing access to driver’s licens-
es for all California residents. California also has

a history of extending state-funded Medi-Cal to
certain immigrants who are left out of the federal
Medicaid program, such as recent legal immigrants
and young immigrants eligible for DACA. The
proposed policy to expand eligibility for preventive
and routine health services to all low-income Cali-
fornia residents regardless of immigration status
would continue California’s practice of leading by
supporting state policies that advance immigrants’
rights and expand health care access.

This proposed policy would require a modest state
investment for a significant gain in coverage and
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Appendix: Methodological Notes

This report uses the California Simulation of
Insurance Markets (CalSIM) model, version 1.91.
The model is designed to estimate the impacts of
various elements of the ACA on employer deci-
sions to offer insurance coverage and individual
decisions to obtain coverage in California. CalSIM
uses data from the Medical Expenditure Panel Sur-
vey Household Component, the California Health
Interview Survey (CHIS), firm-level wage distribu-
tions from the California Employment Develop-
ment Department, and the California Employer
Health Benefits Survey to build a California-spe-
cific model. For further information, please visit
http://healthpolicy.ucla.edu/programs/health-

economics/projects/CalSIM/Pages/default.aspx.

CalSIM 1.91 uses a Pew Research Center estimate
of 2.5 million undocumented immigrants in Cali-
fornia as the basis for estimating the number of un-
documented immigrants.*' CalSIM uses the CHIS
to predict the demographics of undocumented
immigrants. Undocumented status is not reported
in the CHIS, but it is estimated using statistical
modeling techniques among individuals without

a green card or those who reported being natural-
ized, but who had not lived in the U.S. long enough
to be citizens under most circumstances.*

Estimates of the number of Californians remaining
uninsured due to immigration status are higher in
Version 1.91 than in previous versions of CalSIM.
They differ because in Version 1.91 undocumented
individuals who report having Medi-Cal coverage
to the CHIS are assumed to have restricted-scope
Medi-Cal and are treated as uninsured because
they lack comprehensive coverage.

For this analysis, sample weights within the Ver-
sion 1.91 were adjusted in two significant ways to
account for the factors important to estimating
increased Medi-Cal enrollment under the pro-
posed policy. First, the fraction of undocumented
residents at or below 138 percent FPL was set to
match the 2011-2012 CHIS. Second, the number
of undocumented residents who reported having

Medi-Cal coverage in the CHIS was calibrated to
match California Department of Health Care Ser-
vices (DHCS) enrollment data for undocumented
aid codes from Fiscal Year 2011-2012 and then in-
creased slightly to account for population growth.*
Unverified citizens and legal immigrants enrolled
in undocumented aid codes could not be identi-
fied and would be counted as undocumented en-
rollees. To the extent that this occurs, the eligibility
estimates in this report are conservative. These two
additional calibrations result in a slightly modified
model that is better equipped to accurately make
predictions regarding the undocumented residents
in the state.

Eligibility Estimates
The predicted number of Californians eligible for

comprehensive Medi-Cal coverage under the pro-
posed policy is shown in Exhibit 4.

The eligibility increases in 2015 and 2019 exclude
125,000 Californians with Deferred Action for
Childhood Arrivals (DACA) estimated to be cur-
rently eligible for comprehensive Medi-Cal cover-
age under state policy.* To be conservative, the
current estimate was used for 2015 and 2019 be-
cause it is not yet known how the DACA program

EXHIBIT 4

Increase in Eligibility for Comprehensive Medi-Cal
Coverage under Proposed Policy, Californians under
Age 65

1,170,000
180,000
1,350,000

1,160,000

Children 170,000

1,340,000

Source: CalSIM 1.91 and authors’ analysis.

Note: Estimates exclude individuals already eligible for compre-
hensive Medi-Cal coverage or pregnancy-related services under
current policy. Rows may not sum to totals due to rounding.

A Little Investment Goes a Long Way: Modest Cost to Expand Preventive and Routine Health Services to All Low-Income Californians


http://healthpolicy.ucla.edu/programs/health-economics/projects/CalSIM/Pages/default.aspx
http://healthpolicy.ucla.edu/programs/health-economics/projects/CalSIM/Pages/default.aspx

will grow over time. Current Medi-Cal enrollment
data for individuals with DACA are not available,
though recent research suggests that many individ-
uals with DACA are not yet aware of their eligibil-
ity.* It is predicted that approximately 80,000 teens
and young adults would enroll in 2015 if they enroll
at the same rates as other undocumented residents
are predicted to enroll under this analysis.

The eligibility increases in 2015 and 2019 also
exclude 45,000 pregnant women because it is as-
sumed that the state would incur no new spend-
ing or a negligible spending increase to expand to
comprehensive services for the undocumented
Californians receiving pregnancy-related Medi-Cal
services, consistent with the Governor’s 2014-2015
budget estimates. A separate analysis from DHCS
related to pregnancy-related coverage for recent le-
gal immigrants found that 6.64 percent of spending
for pregnant women is for non-pregnancy related
services.* If spending for undocumented women
increased by 6.64 percent under the proposed
policy, less than $10 million would be added to the
net state spending increase under the proposed
policy.*

The number of women currently receiving preg-
nancy-related services is an estimate because
DHCS enrollment data for undocumented aid
codes does not distinguish between pregnant
enrollees and other enrollees. In 2006, there were
approximately 102,000 deliveries to Medi-Cal ben-
eficiaries in undocumented aid codes.*® Monthly
enrollees were estimated by assuming that for each
delivery the average mother was enrolled for eight
months, including six months prior to delivery

and two months after delivery. The total number
of monthly pregnant enrollees was adjusted down
to reflect the proportion that may be reflected in
the eligibility estimate in this analysis based on
their household income. (Our eligibility estimate
includes adults with income up to 138 percent FPL,
though pregnant women are eligible for preg-
nancy-related Medi-Cal if they have household
income of up to 208 percent FPL.) For simplicity,
all pregnant enrollees were assumed to be adults

because approximately 90 percent of births in
undocumented age codes in 2005 were to mothers
who are at least age 20.%

The estimates in this report focus on Californians
under age 65 due to data limitations. Seniors com-
prise only 1.2 percent of undocumented immi-
grants in the United States.* Seniors also comprise
a relatively small percentage (2 percent) of enroll-
ees in Medi-Cal undocumented aid codes.*

To validate the eligibility estimate in this report,
we examine another estimate of low-income
undocumented Californians that uses a different
data source. CalSIM 1.91 estimates that 1.5 million
undocumented Californians would be eligible for
Medi-Cal under the proposed policy, including
pregnant women and individuals with DACA. Data
from Pastor and Marcelli’s analysis of the Califor-
nia undocumented population using American
Community Survey data from 2009-2011 indicates
that approximately 1.4 million undocumented
Californians live in households with income below
150 percent FPL.* This estimate includes some
adults with income between 139 and 149 percent
FPL who would not be eligible for Medi-Cal under
the proposed policy, but it also excludes children
living in families with incomes between 150 and
266 percent FPL who would be eligible. When ad-
justments are made to roughly account for the dif-
ferent income ranges examined, the two estimates
appear relatively close.

Enrollment Estimates

No existing research is available related to Med-
icaid enrollment rates for undocumented immi-
grants because undocumented immigrants are
generally ineligible for comprehensive Medicaid
coverage. However, one point of comparison for
child enrollment rates is past enrollment in the Los
Angeles (LA) Healthy Kids program for uninsured
children living in families with income below 300
percent FPL.

Eligibility for the publicly- and privately-funded
program is limited to individuals not eligible for
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Medi-Cal or Healthy Families. An estimated 45,000
LA children were enrolled at the program’s peak

in June 2005, more than 90 percent of whom were
noncitizens.* If all noncitizens were assumed

to be undocumented immigrants, an estimated
40,500 undocumented children were enrolled in
June 2005. In 2004, an estimated 130,000 undocu-
mented children lived in LA County,* 79 percent of
whom are assumed to have lacked private cover-
age.” These factors equated to an enrollment rate
of approximately 39 percent in the LA Healthy Kids
program, significantly lower than the Medi-Cal/
Healthy Families enrollment rate of 81 percent
among eligible uninsured children in California in
2008.%

By comparison, between one-third and one-half
of uninsured children not enrolled in restricted-
scope Medi-Cal are predicted to enroll under

the proposed policy, depending on the year and
scenario. (The overall child enrollment rate in this
analysis is between 70 and 75 percent under the
proposed policy including children who would
transition from partial-scope coverage to compre-
hensive coverage.)

The LA Healthy Kids, Medi-Cal, and Healthy
Families programs are comparable because all
programs were open to children up to age 18, the
income eligibility ranges are relatively similar,
and there were no enrollment caps in any of the
programs in June 2005 (though LA Healthy Kids
capped enrollment immediately thereafter). How-
ever, the difference in enrollment rates is unlikely
to be entirely attributable to immigration status.
For example, the Medi-Cal and Healthy Fami-
lies programs could have had higher enrollment
because the programs are statewide, making the
programs more visible. Additionally, Medi-Cal is
open to parents which could increase enrollment
among children.

Estimate of Medi-Cal Incremental Costs per
Enrollee

The increase in state Medi-Cal spending in this
analysis reflects the incremental cost of expand-

ing from emergency to comprehensive services.
No state costs for restricted-scope services for
individuals newly enrolled in Medi-Cal under the
proposed policy are included in this analysis for
several reasons:

e To the extent that new individuals enroll in
Medi-Cal due to the proposed policy, they
are likely to be individuals with less need for
restricted-scope services because they had not
already enrolled in restricted-scope coverage.

Of the new enrollees who use restricted-scope
services, many would have been likely to
newly enroll in restricted-scope services in the
absence of the proposed policy because we as-
sume that providers generally assist individu-
als seeking emergency or pregnancy-related
services with enrollment in restricted-scope
Medi-Cal if eligible.

e In 2014 through 2016 the federal government
will pay all of the costs of restricted-scope ser-
vices used by childless adults and parents who
are newly eligible for restricted-scope Medi-
Cal under the ACA. The federal share of costs
will decrease to 93 percent by 2019.

The incremental monthly cost per new enrollee is
estimated using the following steps:

1. Base costs: The cost estimates are based on
the current costs for families, using DHCS-
estimated Mandatory Expansion costs of
$146.37 per member per month in Fiscal Year
2014-2015, including the cost of specialty
mental health and dental services.*” (“Manda-
tory Expansion” refers to the expected enroll-
ment increase among parents and children
who were already eligible for Medi-Cal prior to
the ACA but not enrolled.) The family costs are
separated into adult and child estimates, based
on a ratio used in a 2009 DHCS analysis* and
CalSIM version 1.8 data predicting that ap-
proximately 76 percent of Mandatory Expan-
sion enrollees will be children.*
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Age and disability adjustment: In CalSIM
1.91, the adult cost estimates are adjusted for
the ages of the undocumented adults expected
to enroll in Medi-Cal under the proposed
policy compared to the non-disabled citizen
and legal immigrant adults predicted to enroll
under current policy. The adult cost estimates
are also adjusted to account for the higher cost
of individuals with disabilities who may newly
enroll in comprehensive coverage under the
proposed policy. This adjustment is necessary
because individuals with disabilities are not
included in the Mandatory Expansion cost
estimates used as the basis for this analysis.
The disability adjustment factor is assumed

to be one-quarter of the Medi-Cal cost differ-
ence between non-elderly disabled and non-
disabled adults.*® Only a fraction of the cost
difference is used because approximately half
of undocumented residents with disabilities
reported already having Medi-Cal coverage®
and it is assumed that individuals with dis-
abilities who have the highest health needs are
more likely to already receive services. Many
of the services are assumed to be provided
through programs financed separately from
restricted-scope Medi-Cal. No incremental dif-
ference in costs was included for children with
disabilities because they are already eligible for
the California Children’s Services program.

Adjustment for lower health care utilization:
The adult and child costs are decreased by

15 percent to account for lower utilization of
health care services by immigrants. Research
by Leighton Ku at George Washington Univer-
sity found that “even after adjusting for health
status, race/ethnicity, gender, health insur-
ance coverage, and other factors... immigrants’
medical costs averaged about 14 percent to 20
percent less than those of US-born citizens.”s
Research by Nadereh Pourat and her col-
leagues at UCLA found that “the differences

in service use between insured and uninsured
undocumented immigrants suggest that
increasing private insurance coverage would

EXHIBIT 5

Estimated Total Monthly Cost for Comprehensive
Medi-Cal Coverage for Predicted Enrollee under
Proposed Policy, Californians under Age 65,
Enhanced Scenario

Adults
Children

Source: Authors’ analysis.
Note: Adult monthly costs under the Base Scenario (not shown)

are approximately $2 higher due to a different predicted risk mix.

increase service use among undocumented
immigrants, but the level of use would likely
remain lower than that of citizens.”*

4. Subtraction of restricted-scope costs: The
total costs per enrollee are reduced by the esti-
mated cost for restricted-scope benefits, which

are already covered under current policy.
Restricted-scope costs are based on DHCS

data on per-member per-month expenditures

in undocumented aid codes in Fiscal Year
2011-2012,%* adjusted for 2.7 percent annual
inflation, the rate of recent cost increases in
Medi-Cal excluding caseload growth.

EXHIBIT 6

Estimated Monthly Cost for Restricted-Scope
Services per Enrollee, Californians under Age 65

Children

Source: DHCS expenditure data from Fiscal Year 2011-2012
inflated by 2.7% annually.
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Expanding comprehensive services to children is
predicted to involve no additional cost because
comprehensive Medi-Cal coverage is predicted to
cost less than restricted-scope Medi-Cal per enroll-
ee per month, even before taking into account the
research suggesting that immigrant children utilize
health services at a lower rate even when they have
insurance. It is not known exactly how many of

the 130,000 children predicted to enroll under the
proposed policy (excluding children with DACA)
would be “new” enrollees who were not previously
enrolled in restricted-scope coverage. Approxi-
mately 142,000 children were enrolled in undocu-
mented aid codes in Fiscal Year 2011-2012, but it is
not known how many of those enrollees have since
been approved for DACA.* If some children newly
enroll under the proposed policy, the total spend-
ing on children could be similar to or less than the
spending under current policy due to the reduc-
tion in predicted costs for existing enrollees.

Managed Care Organization Tax

This analysis assumes that all of the existing and
new predicted Medi-Cal spending on undocu-
mented residents would be spent through man-
aged care and would be subject to the Managed
Care Organization sales tax. The tax is currently
authorized through Fiscal Year 2015-2016, but it is
assumed in this analysis that it would be extended.

Potential Health Realignment Savings

Limited data is currently available on the impact
that the ACA has had or will have on county indi-
gent care spending, county health care revenues,
and the number of patients utilizing services with-
in the public health care safety net system. Based
on the information available, this analysis assumes
that 34 percent of new Medi-Cal costs under the
proposed policy would be recouped by the state in
Health Realignment savings. This percentage is the
product of the following factors:

Approximately 57 percent of undocumented Cali-
fornians live in ten counties where undocumented

costs are part of the Health Realignment formula
(Alameda, Fresno, Kern, Los Angeles, Riverside,
San Francisco, San Mateo, Santa Clara, Santa Cruz,
and Ventura).*® The percentage is based on esti-
mates of the number of undocumented residents
by county by the Public Policy Institute of Califor-
nia.*” Other counties may experience some savings,
like counties with public hospitals that provide
emergency care or Contra Costa County which
provides non-emergency care to undocumented
children, but they are not included in this analysis.

This analysis assumes that 75 percent of new
enrollees under the proposed policy would ac-
cess providers in the public health care safety net
system, whether publicly-run hospitals or clinics
or county-contracted providers. It is not yet known
what share of newly eligible Medi-Cal enrollees

in the ten counties are accessing services in the
public system. The estimate reflects that in 2014-
2016, under state law, at least 75 percent of newly
eligible ACA enrollees who reside in a county with
a public hospital health system county and who do
not choose a health plan will be assigned by Medi-
Cal managed care plans to primary care providers
within the county public hospital health system
until the system meets its enrollment target.*® This
analysis assumes that a similar policy would be ad-
opted as part of the proposed policy. The transition
of the Low Income Health Plan enrollees into full-
scope Medi-Cal in 2014 under California’s Bridge
to Reform Waiver might provide useful lessons for
the transition from restricted-scope fee-for-service
Medi-Cal to full-scope Medi-Cal managed care.*

Under existing state law, 80 percent of any savings
in counties that have chosen the formula option
are redirected by the state to fund other social
services programs. The amount of savings that are
redirected cannot exceed indigent Health Realign-
ment funds.*

In formula counties, there will be a limit on the
amount of Health Realignment funds that can be
redirected to other purposes. The county-specific
caps are not yet available. Based on examination of
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the limited available data on total Health Realign-
ment funds, the share of those dollars that are used
for indigent care, and projections of state savings
under the ACA, it is predicted that the Realignment
savings projected in this analysis would likely fall
under the cap on a statewide basis. If Health Re-
alignment savings under the ACA are higher than
predicted, it is possible that fewer savings would

be redirected by the state. In later years, it is less
likely that savings would approach the limit due to
cuts in Disproportionate Share Hospital funds. In
November 2013, the California Legislative Analyst’s
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