
 

 

 

 

February 24, 2016 
 

SENATE FLOOR ALERT 

 

RE: SBX2 2 (Hernandez-Bonta): Medi-Cal: Managed Care Organization Tax 
Proposed Conference Report No. 1, February 22, 2015 -- SUPPORT 

  
The California State Association of Counties (CSAC) is pleased to support SBX2 2 (Hernandez 
– Bonta) as approved in the special session Conference Committee report of February 22, 
2016. This critical measure will fix the state’s Managed Care Organization (MCO) tax structure 
and preserve more than $1 billion in funding for Medi-Cal services in California.  
 
SBX2 2 is the product of months of negotiations between the Brown Administration, health 
plans -- including local and county-run health plans -- and the Legislature to restructure the 
MCO tax in a way that meets federal standards. It also preserves more than $1 billion in critical 
funding for Medi-Cal services throughout the state.  
 
Counties are key stakeholders in the MCO fix conversation, and are affected in several key 
ways.  
 
On a statewide level, the existing MCO tax provides implementation funding for the 
Coordinated Care Initiative (CCI) pilot program in seven counties, with plans to expand to all 58 
in the future. Counties strongly support the CCI to ensure better care coordination for high-risk, 
high-cost residents who are dually eligible for both Medicare and Medicaid. The CCI also 
affects the counties’ role in the In-Home Supportive Services (IHSS) program, as it is tied to the 
county IHSS Maintenance of Effort (MOE) and the eventual plan to transition collective 
bargaining for IHSS workers from each county to the state. If the current MCO funding for the 
CCI is not continued, it could jeopardize the county IHSS MOE and eventual transfer of 
collective bargaining.  
 
The current MCO tax also provides funding for other Medi-Cal services throughout the state. 
The loss of this supplemental funding could result in statewide cuts to the Medi-Cal system or 
county programs and services.  
 
On a county-by-county basis, the tax structure proposed in SBX2 2 will have fiscal 
consequences for counties that operate local health plans. County health plans will not benefit 
from changes in the Corporate or Gross Premium Tax structures under the bill. Further, 
counties that provide local health plan coverage to county employees will experience new fiscal 
impacts under SBX2 2. The net impact of SBX2 2 on each county will vary, but it is clear that 
counties will bear a larger proportion of the new MCO fix upon its passage.  
 
However, due to the other circumstances mentioned above, CSAC supports efforts to develop 
a reasonable MCO fix that meets federal requirements and preserves critical Medi-Cal funding, 
including the CCI. SBX2 2 achieves these two goals.  
 
CSAC is committed to our partnership with the state in the provision of these services, and 
counties will continue to work with the Legislature, Administration, and stakeholders to ensure 
the continued success of the MCO fix. It is for these reasons that CSAC has taken a 
SUPPORT position on SBX2 2. Thank you.  
 



 

 

 
cc: Honorable Members, California State Senate 

Nancy McFadden, Executive Secretary, Office of the Governor 
Donna Campbell, Deputy Legislative Affairs Secretary, Office of the Governor 
Diana Dooley, Secretary, California Health and Human Services Agency 
Jennifer Kent, Director, Department of Health Care Services 
Will Lightbourne, Director, Department of Social Services 
Marjorie Swartz, Policy Consultant, Office of the Senate pro Tempore 
Scott Bain, Consultant, Senate Health Committee 
Agnes Lee, Policy Consultant, Office of the Assembly Speaker 
Brendan McCarthy, Consultant, Senate Appropriations Committee 
Brianna Lierman, Executive Director, Local Health Plans of California 
Frank Mecca, Executive Director, County Welfare Directors Association 
Jolena Voorhis, Executive Director, Urban Counties of California 
Michelle Gibbons, Executive Director, County Health Executives Association of 
California 
County Caucus 

 
 
 
 
 


