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Introduction 
 
 
This document sets forth the 2011-12 operating and capital budgets for CenCal 
Health, and presents the utilization rate and unit cost assumptions used in 
developing the budget. 
 
The operating budget consists of individual budgets developed for each of 
CenCal Health’s health care programs and then combining these budgets into a 
consolidated operating budget. 
 
CenCal Health will administer and operate the following health care programs 
during 2011-12: 
 
Medi-Cal 
Through a contract with the State of California Department of Health Care 
Services (DHCS), CenCal Health administers a Medi-Cal program in both Santa 
Barbara and San Luis Obispo counties, and the programs are named the Santa 
Barbara Health Initiative (SBHI) and the San Luis Obispo Health Initiative 
(SLOHI), respectively. 
 
AIM 
CenCal Health is contracted with the California Managed Risk Medical Insurance 
Board (MRMIB) to provide health coverage to women residing in Santa Barbara 
County who qualify for the state-sponsored AIM program (Access to Infants and 
Mothers).  
 
Healthy Families 
CenCal Health is contracted with the MRMIB to provide health coverage to 
children residing in Santa Barbara or San Luis Obispo counties who qualify for 
the state-sponsored Healthy Families Program (HFP). 
 
IHSS Healthcare 
CenCal Health administers its In-Home Supportive Services (IHSS) health care 
product which provides health coverage to qualifying employees of the IHSS 
Public Authority of Santa Barbara County. 
 
Healthy Kids 
CenCal Health administers the Healthy Kids program (HK) which provides health 
coverage to eligible children through age 18 for residents of Santa Barbara and 
San Luis Obispo counties. 
 
Multipurpose Senior Services Program (MSSP) 
CenCal began administering the MSSP program in Santa Barbara County in 
October 2008 which functions to foster and maintain independence and dignity in 
community settings for frail seniors by preventing or delaying their inappropriate 



CenCal Health 2011-12 Budget                                                                                                                  2 

placement in a nursing facility.  MSSP provides services to eligible clients and 
their families that enable clients to remain in their home. 
 
Each health care program will include projections for membership, revenue, and 
medical or program expenses.  Revenue and expenses in the budget are 
presented and projected on the “accrual basis” of accounting in accordance with 
Generally Accepted Accounting Principles. 
 
Capitation and premium revenue, reinsurance and related recoveries, and the 
medical expense budgets are presented on a per member per month (PMPM) 
basis and are considered flexible budgets whose aggregate dollar amounts vary 
with changes in a program’s actual member enrollment.  Administrative costs, 
interest income and other revenues are considered fixed budgets. 
 
In the California FY 11-12 State Budget there are significant changes within the 
Medi-Cal program which include (a) member copayments, (b) utilization limits on 
medical care, and (c) ten percent provider payment reductions.  These changes 
have varying effective dates and will materially impact the level of the health 
plan’s annual capitation revenue and medical expenditures.  Many specifics and 
detail are still unknown to date.  The CenCal Health FY 2011-12 operating 
budget presented in this document was developed prior to incorporating any of 
these Medi-Cal program changes in order to present a clear picture of the health 
plan’s operation. Before these program changes can be enacted, federal 
approval is required from the Centers for Medicare/Medicaid Services (CMS).  
There is a possibility, all or parts thereof, may not obtain the necessary federal 
approval.  
 
 In Appendix L, the projected financial implications of these program changes are 
addressed in terms of: (a) reducing the health plan’s level of capitation revenue 
and (b) the health plan’s implementation of such changes and its corresponding 
impact of the level of medical expenditures.  These projected financial 
implications are then incorporated into the CenCal Health FY 2011-12 operating 
budget presented in this document. 
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CenCal Health 
Consolidated Budget Summary 

Operating Budget 
The 2011-12 consolidated operating budget is a combination of each health care program and activity into a single 
reporting unit and is summarized in Figure 1. 

Medi-Cal AIM

Healthy 

Families IHSS

Healthy       

Kids MSSP

CenCal         

Health PMPM $

Program Revenue

Capitation 311,110,000$   566,000$     10,692,000$    685,000$     323,053,000$     250.98$   

Premiums 1,943,000$  1,159,000$  3,102,000 2.41

Total Revenue 311,110,000 566,000 10,692,000 1,943,000 1,159,000 685,000 326,155,000 253.39

Medical Expenses 285,008,000     553,000       8,824,000        1,299,000    1,118,000    172,000       296,974,000       230.72

MCO Tax 7,312,000 14,000 252,000 46,000 28,000 16,000 7,668,000 5.96

Gross Margin 18,790,000$     (1,000)$        1,616,000$      598,000$     13,000$       497,000$     21,513,000$       16.71

General & Administrative:

Administrative 17,711,000 13.76

Medical & Care Mgmt 3,329,000 2.59

21,040,000 16.35

Other Revenue and Expense

Interest Income 200,000 0.16

Other revenue 49,000 0.04

Surplus (Loss) 722,000$            0.56$       

Member months 1,160,640 480 104,400 5,280 14,520 1,824 1,287,144

Avg. covered lives 96,720 40 8,700 440 1,210 152 107,262

Medical loss ratio 92% 98% 83% 67% 96% 25% 91%

Figure 1

CenCal Health
2011-12 Operating Budgets

Note:  This operating budget does not reflect Medi-Cal program changes: (a) member copayments, (b) utilization limits, and (c) ten percent provider payment 

reductions.  It reflects the budget before those program changes are incorporated and before CenCal Health’s implementation of those program changes. 
(See Appendix L).
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CenCal Health Member Information 
The projected member months are shown in Figure 2, including a comparison to 
member months for the past several fiscal years. 
 

FY 07/08 FY 08/09 FY 09/10

Projected      

FY 10/11 Budget

Medi-Cal 763,312 996,751 1,068,158 1,119,000 1,160,640

AIM 851 661 773 810 480

Healthy Families 28,413 55,491 90,586 101,010 104,400

IHSS 4,223 4,812 4,972 5,190 5,280

Healthy Kids 18,884 19,227 18,002 18,300 14,520

MSSP 0 1,405 1,987 2,110 1,824

815,683 1,078,347 1,184,478 1,246,420 1,287,144

Annual Pct. Growth 32.2% 9.8% 5.2% 3.3%

Avg. Covered Lives 67,974 89,862 98,707 103,868 107,262

CenCal Health
Member Months

Figure 2  
   
Overall, CenCal Health’s covered lives are projected to average 107,262 
resulting in 1,287,144 member months for 2011-12.  The member growth into 
2008-09 is primarily a function of the SLOHI program beginning March 1, 2008 
with approximately 25,000 members. 
 
New enrollees into AIM is projected to cease effective October 1, 2011 as the 
state’s program begins transitioning into the Medi-Cal program.  The health 
plan’s AIM membership is anticipated to reach zero by the end of June 2012. 
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CenCal Health Revenue:
Capitation Revenue: 
CenCal Health will receive capitation revenue on each of its state-sponsored 
health care programs:  Medi-Cal, Healthy Families, AIM, and MSSP. 
 
Medi-Cal: 
Capitation payments are received from the DHCS for qualifying residents in 
Santa Barbara and San Luis Obispo counties.  Capitation is received monthly on 
a PMPM basis.  Medi-Cal capitation revenue is budgeted at $311.1 million based 
on projected member months of 1,160,640 resulting in a weighted average 
capitation rate of $268 per Medi-Cal member per month. 
 
Healthy Families: 
Capitation payments are received monthly from the MRMIB for qualifying children 
in Santa Barbara and San Luis Obispo counties on a PMPM basis.  Healthy 
Families capitation revenue is budgeted at $10.7 million based on projected 
member months of 104,400 resulting in a weighted average capitation rate of 
$102 per HFP member per month. 
 
AIM: 
Capitation payments are received monthly from the MRMIB for qualifying women 
in Santa Barbara County.  The capitation consists of two-parts: (1) a per member 
per month capitation and (2) a case-rate per delivery.  For 2011-12, AIM 
capitation revenue is budgeted at $566,000 assuming 7 new enrollees per month 
during the budget year through September 30, 2011.  Thereafter, no new 
enrollees will join the program.  We project having an average caseload of 40 
enrollees (480 member months) resulting in an average capitation rate of $1,180 
per AIM member per month. 
 
MSSP: 
Payments are received monthly from the California Department of Aging for 
qualifying members in Santa Barbara County on a per client basis.  MSSP 
capitation revenue is budgeted at $0.7 million based on a projected client 
caseload of 152 (1,824 member months) resulting in an average capitation rate 
of $376 per client per month. 
 
The CenCal Health consolidated capitation revenue for 2011-12 is: 
 

Medi-Cal     $311,110,000 
HFP                10,692,000 
AIM                      566,000 
MSSP      685,000 
                   $323,053,000 

 
More detailed capitation revenue information is located in Appendix B. 
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Premium Revenue: 
CenCal Health receives health insurance premiums for providing health care 
coverage to qualifying children of Santa Barbara and San Luis Obispo counties 
under its HK program, and to qualifying employees of an employer group located 
in Santa Barbara County under the IHSS program. 
 
HK:  Premium payments are received monthly from the Children’s Health 
Initiative of San Luis Obispo and the Doorway to Health Foundation, respectively 
for San Luis Obispo County and Santa Barbara County members.  HK premium 
revenue is budgeted at $1.2 million based on member months of 14,520 resulting 
in a weighted average premium rate of $80 per HK member per month. 
 
IHSS:  Premium payments are received monthly for qualifying employees of an 
employer under a group contract.  IHSS premium revenue is budgeted at $1.9 
million based on 5,280 member months resulting in an average premium rate of 
$368 per IHSS member per month. 
 
The CenCal Health consolidated premium revenue for 2011-12 is: 
 

HK           $1,159,000 
IHSS          1,943,000 

      $3,102,000 
 
More detailed premium revenue information is located in Appendix C. 
 
Other Revenue: 
CenCal Health will receive $49,000 for performing various administrative 
functions for Doorway to Health related to HK eligibility in Santa Barbara County. 
 
Interest Income: 
CenCal Health anticipates having an average monthly cash balance of $27 
million during the budget year, earning an average annual rate of return of 0.75 
percent.  This translates into $0.2 million in projected interest income for 
2011-12. 
 
 
Summary of Revenue: 
 Capitation   $323,053,000 
 Premiums         3,102,000 
 Interest            200,000 
 Other               49,000 
     $326,404,000 $253.59 PMPM 
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CenCal Health Medical Care Expenses
Budget Development Methodology: 
The 2011-12 medical expense budget is developed using CenCal Health’s own 
medical claim database which consists of unit cost and utilization experience 
within each of its health care programs.  The development of the budget includes 
incorporating anticipated growth in unit costs as a result of market trends and 
changes in provider reimbursement rates forecasted to occur during the budget 
year. 
 
CenCal Health’s information system segregates, tracks, and reports medical 
claim expenditures into classifications based on the type of provider and in some 
certain instances based on the type of medical specialty.  For physicians, the 
classification is segregated by physician specialty, for example, neurology and 
emergency medicine.  For non-physician medical providers, the classification is 
segregated by the type of provider based on nationally-uniform provider type 
codes, for example laboratory and home health.
 
The medical expense budget presented in this report is the consolidation of 
developing a medical expense projection separately for each physician specialty 
and each type of provider.  The result is a budget year assumption regarding the 
(i) utilization rate of medical care (identified as visits per member per year, bed 
days per 1,000 members per year, or prescriptions or fills per member per year) 
and (ii) unit cost rate of the medical care (identified as cost per visit, cost per bed 
day, or cost per prescription or fill).  The assumed utilization rate and unit cost 
are applied to anticipated membership to derive the projection of medical 
expense dollars for 2011-12. 
 
The major medical expense categories (the consolidation of the physician 
specialties and type of providers) reported on CenCal Health’s financial 
statements are:  

o PCP capitation & incentives 
o Physician 
o Hospital inpatient 
o Hospital outpatient 
o Pharmacy 
o Long term care 
o Other medical services 
o Reinsurance - net 

 
These same categories are presented in this budget report. 
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Primary Care Provider Capitation & Incentives: 
Capitation costs represent expenditures paid on a PMPM basis to primary care 
providers (PCPs) in return for the PCP providing basic preventive health care 
medical services and case management functions to their respective assigned 
CenCal Health members. 
 
The capitation rates paid to SBHI and SLOHI PCPs vary depending on a 
member’s Medi-Cal aid category, sex, and age.  Approximately 85 percent of our 
total Medi-Cal members are projected to be assigned to a PCP for any given 
month.  The remaining members not assigned to a capitated PCP are primarily 
those residing in long term care facilities or members who obtained eligibility 
retroactively for a specific month. 
 
PCP capitation is paid monthly to PCPs either at 60 and 80 percent of the full 
capitation rate, dependent on a choice selected by the PCP.  The remaining 20 
and 40 percent is withheld and is applied towards the PCP incentive pools.  
Incentives are earned by PCPs through the PCP Incentive Program which 
provides financial incentives to providers who meet minimum quality and 
utilization parameters.  The total incentive dollars to be paid out fluctuate with 
any change in the number of members assigned to PCPs and the amount 
consists of both the withhold and a contribution from CenCal Health.  For 2011-
12, capitation and incentive payments combined are budgeted at $11.6 million. 
 
 
The CenCal Health consolidated PCP capitation and incentive budget is 
summarized in Figure 3. 
 

Total Capitation Incentives Total PMPM $

SBHI 6,864,000$         1,128,000$         $7,992,000 10.02$       

SLOHI 3,228,000 372,000 3,600,000 9.92

Total Medi-Cal 10,092,000$       1,500,000$         11,592,000$       9.99$         

CenCal Health 10,092,000$       1,500,000$         11,592,000$       9.01$         

CenCal Health
Primary Care Provider Capitation & Incentives

2011-12

Figure 3  
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Physician: 
Physician cost represents expenditures paid primarily on a fee-for-service basis 
for medical care provided to members usually by referral from a member’s 
primary care physician to a specialist at negotiated reimbursement rates.  The 
majority of physician costs result from the adjudication of medical claims, while a 
small portion represents fixed dollar contractual arrangements. 
 
 
The CenCal Health’s consolidated physician expense budget is $51.3 million and 
is summarized in Figure 4. 
 

Visits PMPY No. of Visits

Cost per 

Visit Total Dollars PMPM $

SBHI 7.1 471,900 57.86$       27,304,000$     34.23$       

SLOHI 8.0 252,000 53.30 13,431,000 37.00

AIM 15.6 624 266.03 166,000 345.83

HFP-SB 4.2 31,200 116.03 3,620,000 40.22

HFP-SLO 3.9 4,700 117.23 551,000 38.26

HK-SB 3.5 3,600 118.61 427,000 34.89

HK-SLO 2.7 500 106.00 53,000 23.25

IHSS 6.8 2,990 135.12 404,000 76.52

Sub-Total 7.2 767,514 59.88$       45,956,000$     35.70$       

Other contractual arrangements - Medi-Cal 5,324,000

CenCal Health 51,280,000$     39.83$       

CenCal Health
Physician Expense

2011-12

Figure 4  
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Hospital Inpatient: 
In-area hospitals are contracted at negotiated reimbursement rates unique to 
each facility, generally at varying per diem reimbursement rates dependent on 
the type of accommodation and level of care.  This budget assumes FY 2011-12 
hospital reimbursement rates will remain consistent with the FY 2010-11 rates. 
 
Out-of-area hospitals, such as tertiary facilities, are reimbursed at negotiated 
reimbursement rates, which; dependent on the facility, will consist of per diem 
reimbursement, a payment based on a percentage of billed charges, or a case 
rate covering the entire duration of the admission. 
 
The CenCal Health consolidated hospital inpatient expense budget is $62.6 
million and is summarized in Figure 5. 
 

Days/        

1,000/Yr

No. of Bed 

Days

Cost per 

Bed Day Total Dollars PMPM $

SBHI 325 18,440 2,262$       41,715,000$       52.30$       

SLOHI 385 9,450 1,839 17,380,000 47.88

AIM 3,457 139 2,266 315,000 656.25

HFP-SB 19 145 3,124 453,000 5.03

HFP-SLO 23 27 1,926 52,000 3.61

HK-SB 20 20 2,600 52,000 4.25

HK-SLO 21 4 2,750 11,000 4.82

IHSS 200 90 3,278 295,000 55.87

CenCal Health 309 28,315 2,129$       60,273,000$       46.83$       

Dual-Eligible Cost 2,352,000$         

62,625,000$       48.65$       

Figure 5

****** non dual-eligibles ******

CenCal Health
Hospital Inpatient

2011-12

 
 
Dual-eligible cost refers to a Medi-Cal member who belongs to either the Aged-
Dual, Disabled-Dual, or LTC-Dual aid category.  In most instances, CenCal 
Health is considered the secondary payer and is only financially responsible up 
to the member’s Medicare deductible for the admission, regardless of the length 
of stay.  In 2011, the Medicare deductible per admission is $1,132. 
 
Of the $62.6 million for hospital inpatient services, approximately $20.5 million 
applies to out-of-area hospital facilities.  The three most frequently utilized out-of-
area facilities by members are UCLA Medical Center, Stanford University 
Medical Center, and Children’s Hospital of Los Angeles. 
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Hospital Outpatient: 
Hospitals are reimbursed at negotiated rates unique to each facility, generally 
paid on a fee-for-service basis by medical procedure or a percentage of 
allowable billed charges.  In certain circumstances an outpatient surgery may be 
reimbursed at a case rate. 
 
The CenCal Health consolidated hospital outpatient expense budget is $17.8 
million and is summarized in Figure 6. 
 

Visits PMPY No. of Visits

Cost per 

Visit Total Dollars PMPM $

SBHI 1.2 79,800 120.30$     9,600,000$         12.04$       

SLOHI 1.4 42,300 115.34 4,879,000 13.44

AIM 1.5 60 583.33 35,000 72.92

HFP-SB 0.4 2,990 691.64 2,068,000 22.98

HFP-SLO 0.5 550 856.36 471,000 32.71

HK-SB 0.4 410 878.05 360,000 29.41

HK-SLO 0.3 50 940.00 47,000 20.61

IHSS 0.9 400 830.00 332,000 62.88

CenCal Health 1.2 126,560 140.58$     17,792,000$       13.82$       

CenCal Health
Hospital Outpatient

2011-12

Figure 6  
 
 
The type of medical care services provided within the hospital outpatient 
category include, but are not limited to, services provided within an emergency 
department, laboratory services, radiology services, outpatient surgeries, and 
physical therapies. 
 
Of the $17.8 million for hospital outpatient services, approximately $2.2 million is 
projected to occur within out-of-area facilities. 
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Pharmacy: 
For 2011-12, reimbursement for brand name drugs is assumed to average 
wholesale price (AWP) less 16%, while generic drugs will generally be 
reimbursed off a maximum allowable cost (MAC) schedule developed and 
maintained by CenCal Health’s pharmacy benefit management (PBM) vendor.  
Both AWP and MAC are dynamic pricing mechanisms that fluctuate by ever-
changing market conditions.  Every prescription is also paid a fill fee of $2.00, 
whether the drug is brand or generic and if filled by a chain or independent 
pharmacy.  The budget incorporates a drug ingredient cost growth rate of 5 
percent from the first quarter calendar year 2011 average cost per fill experience. 
 
The PBM adjudicates the majority of pharmacy claims, while CenCal Health 
adjudicates a small percentage of claims comprising of pharmaceuticals which 
cannot be processed through the PBM, such as infusion drugs and certain 
medical supplies. 
 
The CenCal Health consolidated pharmacy expense budget is $45.3 million and 
is summarized in Figure 7. 
 

Fills PMPY No. of Fills

Cost        

per Fill Total Dollars PMPM $

SBHI 8.3 551,700 53.44$       29,485,000$       36.97$       

SLOHI 9.1 275,300 53.18 14,641,000 40.33

AIM 8.1 324 30.86 10,000 20.83

HFP-SB 2.0 15,000 48.07 721,000 8.01

HFP-SLO 2.0 2,400 56.67 136,000 9.44

HK-SB 1.5 1,530 42.48 65,000 5.31

HK-SLO 1.1 210 38.10 8,000 3.51

IHSS 5.6 2,460 74.80 184,000 34.85

CenCal Health 7.9 848,924 53.30$       45,250,000$       35.16$       

CenCal Health
Pharmacy

2011-12

Figure 7  
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Long Term Care: 
The long term care (LTC) expense category includes intermediate care facilities 
and skilled nursing facilities.  For 2011-12, these costs are anticipated to be 
incurred solely within our Medi-Cal programs.  This budget assumes the DHCS 
will not increase LTC facility reimbursements during FY 2011-12. 
 
The budget projects $85.6 million in LTC expenditures with costs averaging at 
$163 per LTC bed day and is summarized in Figure 8. 
 

No.              

of Days

Cost         

per Day Total Dollars PMPM $

SBHI 302,300 183.46$     55,460,000$       69.53$       

SLOHI 222,300 135.77 30,181,000 83.14

Total Medi-Cal 524,600 163.25 85,641,000$       73.79$       

CenCal Health 524,600 163.25$     85,641,000$       66.54$       

CenCal Health
Long Term Care

2011-12

Figure 8  
 
LTC costs represent the largest expense component within the CenCal Health 
budget, representing 32 percent of the total medical expense budget and LTC 
services are utilized by roughly 2 percent of CenCal Health’s membership. 
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Other Services: 
This medical expense category encompasses all other types of medical services 
not already discussed and includes services such as home health, laboratory, 
medical transportation, durable medical equipment, and physical therapies.  It 
also includes some AIM member incentives to pregnant women who attend all of 
their pre-natal visits, the health insurance premium payments (HIPP), and 
incentives paid to participating providers within the disease management 
programs. 
 
The CenCal Health consolidated other services expense budget is $21.4 million 
and is summarized in Figure 9. 
 

Visits PMPY No. of Visits

Cost per 

Visit Total Dollars PMPM $

SBHI 1.8 119,600 109.11$     13,049,000$       16.36$       

SLOHI 1.6 48,400 129.09 6,248,000 17.21

AIM 6.4 255 84.71 21,600 45.00

HFP-SB 0.4 3,040 75.63 229,900 2.55

HFP-SLO 0.5 540 70.74 38,200 2.65

HK-SB 0.3 320 94.38 30,200 2.47

HK-SLO 0.2 50 114.00 5,700 2.50

IHSS 2.0 880 77.27 68,000 12.88

Sub-Total 1.6 173,085 113.76$     19,690,600$       15.30$       

Member incentives - AIM 4,000

Mental health capitated agreement 435,000

Medical transportation capitated agreement 600,000

HIPP 252,000

QI interventions / clinical interventions 215,000

MSSP services 172,000

CenCal Health 21,368,600$       16.60$       

CenCal Health
Other Services

2011-12

Figure 9  
 
 
Health Insurance Premium Payments (HIPP) 
This program pays existing private or group health insurance premiums for 
members with existing high-cost medical conditions.  Purchasing health coverage 
for these members helps shift the cost of their medical care to the other 
insurance carrier, allowing CenCal Health to limit its financial exposure to only 
the monthly insurance premiums. 
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QI / Clinical Interventions – Disease Management Program Incentives 

 Diabetes SMART Program 

 Asthma SMART Medication Management Program 
 
 
Reinsurance Cost – net: 
CenCal Health has reinsurance (stop-loss) through a commercial vendor for 
high-cost hospital admissions incurred by members. The reinsurance deductibles 
and estimated premium costs are summarized below: 
  

Program Deductible Premium PMPM 

SBHI $250,000 $3.55 

SLOHI $250,000 $3.55 

AIM $100,000 $1.00 

HFP $100,000 $1.00 

HK $100,000 $1.00 

IHSS $100,000 $1.00 

 
The deductible reflects hospital inpatient cost per member per year which must 
be incurred before the reinsurance is applicable on a particular member.  We 
also obtain medical cost recoveries from Medicare and other third party payers 
through the work performed by our Recoveries Team.  This primarily occurs 
when we identify members who have other health insurance coverage. 
 
For 2011-12, our net medical reinsurance cost (actual recoveries less premium 
cost) projections are: 
 
  SBHI   $ 934,000 
  SLOHI               366,000  
  AIM              500      
  HFP       104,900 
  HK         14,600 
  IHSS         5,400  
     $       1,425,400 
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Summary of Medical Expenditures by Program: 
Figure 10 shows the budgeted medical expenditures by health care program. 
 

Medi-Cal AIM

Healthy 

Families Healthy Kids IHSS MSSP

Total            

CenCal Health

Primary care 11,592,000$      11,592,000$       

Physician 46,059,000 166,000 4,171,000 480,000 404,000 51,280,000

Hosp inpatient 61,447,000 315,000 505,000 63,000 295,000 62,625,000

Hosp outpatient 14,479,000 35,000 2,539,000 407,000 332,000 17,792,000

Pharmacy 44,126,000 10,000 857,000 73,000 184,000 45,250,000

Long term care 85,641,000 85,641,000

Other services 20,364,000 26,500 647,100 80,400 78,600 172,000 21,368,600

Reinsurance 1,300,000 500 104,900 14,600 5,400 1,425,400

285,008,000$    553,000$  8,824,000$     1,118,000$    1,299,000$   172,000$  296,974,000$     

No. of members 96,720 40 8,700 1,210 440 152 107,262

Member months 1,160,640 480 104,400 14,520 5,280 1,824 1,287,144

PMPM $245.56 $1,152.08 $84.52 $77.00 $246.02 $94.30 $230.72

CenCal Health
Budgeted Medical Expenditures by Program

2011-12

Figure 10

 
For 2011-12, total medical care expenditures of $297 million at $230.72 PMPM is 
projected based on an average member caseload of 107,262 covered lives. 
Medical expense by per member per month is located in Appendix D.  Detailed 
program medical expense by expense category is located in Appendices G, H, I, 
J, and K. 
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CenCal Health General and Administrative Expenses 

Budget Development Methodology: 
The general and administrative budget starts with the base of actual 
expenditures incurred for the current fiscal year, with additions and deletions as 
appropriate.  This includes a review of the continued appropriateness of all 
previous and current expense items. 
 
Each department Director is required to submit departmental budgets which 
reflect the resources they believe are necessary to adequately carry out their 
responsibilities to support CenCal Health’s strategic plan. 
 
General and administrative (G&A) costs will be allocated to each health care 
program using the common statistical basis of member months.  Total G&A costs 
will be converted into a PMPM figure based on total CenCal Health member 
months.  This PMPM figure will then be multiplied by the member months 
applicable to each health care program to derive the G&A expense for the 
specific health care program. 
 
CenCal Health General and Administrative Budget: 
Figure 11 shows the condensed general and administrative budget and includes 
a comparison to the budget adopted for 2010-11, as well as a projection on the 
actual expenditures to be incurred during the current fiscal year 2010-11. 
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Forecast    

Actual            

2010-11

Adopted       

2010-11 Budget Budget

Budget Increase 

(Decrease)

Budget Pct. 

Change

Salaries and benefits 13,342,000$     13,667,000$     14,314,000$     647,000$          4.7%

Contract services 2,227,000 2,626,000 1,893,000 (733,000) -27.9%

Travel expenses 76,000 96,000 151,000 55,000 57.3%

Rent / utilities / occupancy 1,940,000 1,895,000 1,760,000 (135,000) -7.1%

Office supplies & equip 649,000 835,000 991,000 156,000 18.7%

Insurance 133,000 136,000 142,000 6,000 4.4%

Depreciation 442,000 550,000 522,000 (28,000) -5.1%

Equip / software maint. 281,000 257,000 421,000 164,000 63.8%

Communications 218,000 205,000 211,000 6,000 2.9%

Knox-Keene license fee 23,000 20,000 23,000 3,000 15.0%

Software licensing/publications 264,000 283,000 292,000 9,000 3.2%

Prof association dues 85,000 67,000 71,000 4,000 6.0%

Community relations 40,000 45,000 36,000 (9,000) -20.0%

Member / provider materials 69,000 91,000 87,000 (4,000) -4.4%

Provider relations/recruitment 6,000 8,000 7,000 (1,000) -12.5%

Regulatory compliance 10,000 3,000 3,000 0 0.0%

Director/Advisory board fees 19,000 36,000 29,000 (7,000) -19.4%

Meeting expenses 27,000 72,000 57,000 (15,000) -20.8%

Other expenses 18,000 49,000 30,000 (19,000) -38.8%

Total G&A 19,869,000$     20,941,000$     21,040,000$     99,000$            0.47%

Summary:

     Administrative 17,308,000 17,452,000 17,711,000 259,000 1.5%

     Medical & care mgmt 2,561,000 3,489,000 3,329,000 (160,000) -4.6%

19,869,000$     20,941,000$     21,040,000$     99,000$            0.47%

PMPM $ $15.98 $16.84 $16.35 ($0.49) -2.9%

CenCal Health
Condensed General and Administrative Budget

2011-12

Figure 11

 
The 2011-12 general and administrative budget is $21.0 million and 0.5 percent 
greater than the budget adopted for 2010-11.  On a PMPM basis, G&A costs are 
declining by 2.9 percent and represent 6.5 percent of program revenues.  
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Appendix F presents explanations for material budget increases and decreases. 
The G&A budget is comprised of two components: (i) administrative and (ii) 
medical & care management.  The administrative component represents 
expenditures towards the general overhead costs associated with operating 
CenCal Health, while the medical and care management component represents 
expenditures which are clinical in nature and are directly or indirectly associated 
with medical care to members. 
 
CenCal Health Medical and Care Management: 
Classified under medical and care management are expenditures in two distinct 
areas: 
 

o Medical and Care Management 
CenCal Health’s medical management activities encompass the resources 
of our Health Services Department.  This department primarily performs 
various clinical functions geared towards ensuring access and delivery of 
quality medical care services.  The department also operates several 
health intervention type programs, such as disease management 
programs.  These are components of a multi-disciplinary, continuum-
based health management system that improve quality of care for 
populations with chronic medical conditions and are developed to benefit 
CenCal Health’s member population. 
 
Care management, performed by registered nurses in conjunction with 
primary care physicians, is a patient centric collaborative process that 
assesses, develops, implements, coordinates, monitors and evaluates 
care plans designed to optimize individual members’ health care across 
the care continuum.  It includes empowering members, particularly 
members with chronic disease and medically complex conditions, to 
exercise their options and access the services appropriate to meet their 
individual health and psych-social needs.  It is conducted mostly 
telephonically with members but can also include hospital and home visits.  
Care Management Nurses use communication, education, coaching, 
behavior modification and advocacy, as well as utilizing all available 
resources, in the Plan and in the community, to promote quality outcomes, 
optimize health care benefits for the member, and reduce health care 
costs through reduction of emergency department visits and avoidable 
hospitalizations and re-hospitalizations. 

o Health Promotion 
The health promotion and health education objectives are to provide 
members with information on good health practices towards reducing their 
health risks and on the use of preventive services and community 
resources.  A health promotion educator oversees the plan’s activities and 
is responsible for planning, organizing, implementing, and providing health 
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education to members through direct mailings of CenCal Health’s 
quarterly newsletter, Your Health.  Member materials are provided in both 
English and Spanish and at appropriate reading levels as part of the effort 
to promote health literacy.
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CenCal Health Capital Budget 
Capital assets (office furniture and fixtures, computer equipment, software, and 
leasehold improvements) whose acquisition costs exceed $1,000 are accounted 
for in the capital budget.  Figure 12 presents the planned capital acquisitions for 
2011-12. 
 

Description Type Cost

Business Intelligence Software C $50,000

Upgrade Cisco Server (VOIP) C 40,000

Building Security System L 35,000

Web Server C 25,000

Scanner Machine C 20,000

Firewall Software C 20,000

Agency Automobile O 16,000

Video Conferencing (Webex) C 15,000

Wallboard for Member Services O 10,000

Upgrade e-Exchange C 5,000

Additional Disk Storage Space C 5,000

Additional Phone Equipment C 5,000

Total Capital Expenditures $246,000

CenCal Health
 Capital Budget

FY 2011-12

Figure 12  
 
Prior adopted capital budgets were $671,200 and $343,000 for 2010-11 and 
2009-10, respectively. 
 
Capital assets acquired during 2010-11 will be recorded at acquisition cost and 
depreciated on a straight-line basis over their` estimated useful lives as follows: 
 Office furniture and fixtures (O)     5 years 
 Computer equipment and software (C)    3 years 
 Leasehold improvements (L)  5 years or lease term, if less 
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APPENDICES 
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Appendix A   -  Member Months 
 
Medi-Cal: 
Our membership with the Medi-Cal program is segregated into six major aid 
categories consistent with the methodology the DHCS uses to establish and 
reimburse CenCal Health on a per member per month basis in the form of 
capitation rates. 
 
The major aid categories are: 1) Aged,  2) Disabled,  3) Family,  4) Adult,  
5) Long Term Care (LTC), and 6) Breast & Cervical Cancer (BCCTP). 
 
The Medi-Cal member months are shown in Figure A1. 

SBHI                                             

Santa Barbara County FY 08/09 FY 09/10

Projected     

FY 10/11 Budget

AGED 50,735 52,643 53,500 54,000

DISABLED 119,083 120,366 121,300 121,800

FAMILY 508,693 555,343 585,400 612,000

ADULT 220 227 230 240

LTC 7,633 7,877 7,800 7,920

BCCTP 1,558 1,674 1,600 1,680

Total Member Months 687,922 738,130 769,830 797,640

Annual Pct. Growth 7.3% 4.3% 3.6%

Avg. Member Caseload 57,327 61,511 64,153 66,470

SLOHI                                             

San Luis Obispo County

AGED 23,630 23,751 24,500 24,720

DISABLED 72,360 73,988 76,500 78,000

FAMILY 206,258 225,495 241,300 253,200

ADULT 139 112 110 120

LTC 5,735 5,982 6,000 6,120

BCCTP 707 700 760 840

Total Member Months 308,829 330,028 349,170 363,000

Annual Pct. Growth 6.9% 5.8% 4.0%

Avg. Member Caseload 25,736 27,502 29,098 30,250

Total Medi-Cal Member Months 996,751 1,068,158 1,119,000 1,160,640

Figure A1

CenCal Health
Medi-Cal Member Months by Aid Category
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Medi-Cal member growth of 3.7 percent is projected for 2011-12.  Overall, Medi-
Cal membership is projected to average 66,470 and 30,250 covered lives, 
respectively for Santa Barbara County and San Luis Obispo County. 
 
AIM: 
Membership in the AIM program consists of pregnant women who have no health 
insurance for their pregnancy or who have health insurance coverage, but their 
member deductible or coinsurance amount for maternity services is greater than 
$500, are not eligible for Medi-Cal, and whose family income is between 200 and 
300 percent of federal income guidelines.  These women are covered during 
pregnancy and for the first sixty days after delivery.  The infants born to these 
mothers are then eligible for Healthy Families. 
 
The AIM member months are shown in Figure A2. 

FY 06/07 FY 07/08 FY 08/09 FY 09/10

Projected   

FY 10/11 Budget

No. of New Enrollees 114 112 112 112 84 21

Avg. Member Caselod 64 71 55 64 68 40

Annual Pct. Growth 11.7% -22.3% 16.9% 4.8% -40.7%

Total Member Months 762 851 661 773 810 480

Figure A2

CenCal Health
AIM Member Months

 
 
We are projecting an average caseload of 40 covered lives during 2011-12. 
 
Healthy Families: 
Membership in the HFP consists of persons under the age of 19 who are not 
eligible for Medi-Cal, have no other health insurance coverage, and whose 
annual family income is below 250 percent of federal income guidelines.  
Members pay nominal monthly insurance premiums to MRMIB and are 
responsible for $5 copayments on certain medical services, such as emergency 
department visits and prescription drugs. 
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The HFP member months are shown in Figure A3. 

FY 07/08 FY 08/09 FY 09/10

Projected      

FY 10/11 Budget

Santa Barbara County 27,717 54,499 85,256 89,900 90,000

San Luis Obispo County 696 992 5,330 11,110 14,400

Total Member Months 28,413 55,491 90,586 101,010 104,400

Annual Pct. Growth 95.3% 63.2% 11.5% 3.4%

Avg. SB Caseload 2,310 4,542 7,105 7,492 7,500

Avg. SLO Caseload 58 83 444 926 1,200

Total Avg. Monthly Caseload 2,368 4,624 7,549 8,418 8,700

Figure A3

CenCal Health
Healthy Families Member Months

 
 
HFP member growth into 2011-12 is projected at 3.4 percent for an average 
caseload of 8,700 covered lives.   
 
IHSS: 
Membership in the IHSS program consists of qualifying employees of the 
employer group known as the In-Home Supportive Services Public Authority of 
Santa Barbara County.  Members are responsible for certain copayments and 
coinsurance when seeking medical services under this health care product. 
 
The IHSS member months are shown in Figure A4. 

FY 08/09 FY 09/10

Projected        

FY 10/11 Budget

Member Months 4,812 4,972 5,190 5,280

Avg. Member Caseload 401 414 433 440

Annual Pct. Growth 3.3% 4.4% 1.7%

Figure A4

CenCal Health
IHSS Member Months

 
 
IHSS member growth is projected at 1.7 percent for an average caseload of 440 
covered lives during 2011-12. 
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Healthy Kids: 
Membership in the HK program consists of persons under the age of 19 who are 
not eligible for Medi-Cal or Healthy Families, have no other health insurance 
coverage, and whose annual family income is below 300 percent of federal 
income guidelines.  Members pay nominal monthly insurance premiums to the 
Children’s Health Initiative of San Luis Obispo or the Doorway to Health 
foundation, respectively for members residing in San Luis Obispo and Santa 
Barbara counties, and are responsible for $5 copayments for certain medical 
services, such as emergency department visits and prescription drugs. 
 
CenCal Health began administering the Healthy Kids health insurance product on 
September 1, 2005 and December 1, 2005, respectively for San Luis Obispo and 
Santa Barbara counties. 
 
The HK member months are shown in Figure A5. 

FY 08/09 FY 09/10

Projected     

FY 10/11 Budget

Santa Barbara County 12,681 11,630 12,400 12,240

San Luis Obispo County 6,546 6,372 5,900 2,280

Total Member Months 19,227 18,002 18,300 14,520

Annual Pct. Growth -6.4% 1.7% -20.7%

Avg. SB Caseload 1,812 969 1,033 1,020

Avg. SLO Caseload 655 531 492 190

Total Avg. Monthly Caseload 2,466 1,500 1,525 1,210

Figure A5

CenCal Health
Healthy Kids Member Months

 
 
HK member growth is projected to decrease 20.7 percent for an average 
caseload of 1,210 covered lives during 2011-12.  The Healthy Kids program in 
San Luis Obispo county is scheduled to phase out by June 2012. 
 
 



 

CenCal Health 2011-12 Budget                                                                                                                    B1                                                                                                                                                                     

Appendix B  -  Capitation Revenue 
 
Medi-Cal: 
To derive the Medi-Cal capitation revenue, the member months by aid category 
(refer to Appendix A) were multiplied by the applicable capitation rate, as shown 
in Figure B1.  Due to the Medicare Part D drug carve-out, there are differences in 
the capitation rate dependent on whether a member has dual coverage (covered 
by both Medicare and Medi-Cal). 
 

Aid Category

Weighted 

Average 

Capitation 

Rate

Member 

Months Budget

Santa Barbara County:

AGED $534 6,000 3,203,000$             

AGED - dual 199 48,000 9,557,000

DISABLED 856 60,600 51,852,000

DISABLED - dual 187 61,200 11,425,000

FAMILY 144 612,000 88,342,000

ADULT 142 240 34,000

LTC 8,100 360 2,916,000

LTC - dual 5,412 7,560 40,918,000

BCCTP 1,365 1,680 2,294,000

AIDS supplemental capitation 550,000

Sub-Total 211,091,000

San Luis Obispo County:

AGED $497 1,920 954,000$                

AGED - dual 175 22,800 4,001,000

DISABLED 765 38,400 29,364,000

DISABLED - dual 146 39,600 5,767,000

FAMILY 124 253,200 31,343,000

ADULT 117 120 14,000

LTC 6,811 360 2,452,000

LTC - dual 4,263 5,760 24,555,000

BCCTP 1,332 840 1,119,000

AIDS supplemental capitation 450,000

Sub-Total 100,019,000

Total Medi-Cal Capitation Revenue 311,110,000$         

Figure B1

CenCal Health
2011-12 Medi-Cal Capitation Revenue
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Total CenCal Health Medi-Cal capitation revenue for 2011-12 is projected at 
$311.1 million and $268 PMPM. 
 
 SBHI  Santa Barbara County $211.1 million ; $265 PMPM 
 SLOHI  San Luis Obispo County $100.0 million ; $276 PMPM 
 
 

AIM: 
The program’s revenue is in the form of capitation payments received from the 
State of California through its Managed Risk Medical Insurance Board (MRMIB).   
 
The capitation for pregnant women consists of two components: 

(1) a per member per month payment effective from the month of 
enrollment to the month of delivery. 

(2) a delivery case rate which covers the month of delivery and for the 60 
days following the delivery date. 

 
The budget projects AIM capitation revenue of $566,000 based on an average of 
seven new enrollees per month and an average enrollment period of six months, 
resulting in an average monthly capitation revenue rate of $1,180 PMPM. 
 
 
Healthy Families: 
The program’s revenue is in the form of capitation payments received from the 
MRMIB.  There exists one capitation rate for children age one and older and 
another capitation rate for infants up to age one. 
 
The projected member months for 2011-12 were multiplied by the weighted 
average capitation rate resulting in $10.7 million.  Figure B2 summarizes the HFP 
capitation revenue by county: 
 

Santa Barbara County 9,180,000$         

San Luis Obispo County 1,512,000

10,692,000$       

Figure B2

CenCal Health
Healthy Families Capitation Revenue

2011-12
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Appendix C  -  Premium Revenue 
 
Healthy Kids: 
The monthly insurance premium per eligible member is dependent on the county 
of eligibility.  Figure C1 summarizes the Healthy Kids premium revenue. 
 

Member 

Months

Avg. 

Monthly 

Premium

Premium 

Revenue

Santa Barbara County 12,240 81.29 995,000$            

San Luis Obispo County 2,280 71.93 164,000

Total  /  Average 14,520 $79.82 1,159,000$         

CenCal Health
Healthy Kids Premium Revenue

2011-12

Figure C1  
 
The budget assumes a premium rate increase for Healthy Kids in Santa Barbara 
county effective January 1, 2012. 
 
 
IHSS: 
The monthly insurance premium per eligible member is $368.  This rate is 
subject to renewal and possible change effective January 1, 2012.  For the 2011-
12 budget we have assumed the premium rate will not change.  IHSS premium 
revenue is budgeted at $1.9 million dollars based on 440 covered lives. 
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Appendix D  -  Medical Care Expenses 
 
 
The CenCal Health consolidated medical care expense budget is comprised of 
medical expenditures applicable to each health care program.  In Figure D1 the 
budgeted medical expenses are summarized in per member per month figures. 
 

Medi-Cal AIM

Healthy 

Families Healthy Kids IHSS MSSP CenCal Health

Primary care 9.99$                -$             -$                -$             -$             -$             9.01$                

Physician 39.84 345.83 39.95 33.06 76.52 39.84

Hospital inpatient 52.94 656.25 4.84 4.34 55.87 48.65

Hospital outpatient 12.48 72.92 24.32 28.03 62.88 13.82

Pharmacy 38.02 20.42 8.21 5.03 34.85 35.16

SNF / ICF 73.79 66.54

Acupuncture 0.01 0.83 0.03 0.04 0.10 0.01

Audiology 0.50 0.04 0.10 0.45

Chiropractic 0.02 2.71 0.11 0.04 0.17 0.03

Dialysis 2.93 2.64

DME 4.28 0.42 0.13 0.12 0.36 3.88

Home health 2.42 11.88 0.04 0.04 0.74 2.19

Laboratory 2.43 21.25 1.05 0.96 7.24 2.32

Transportation 1.96 2.08 0.37 0.45 1.31 1.81

Mental health 1.88 3.63 3.06 2.01 0.34

Occupational therapy 0.02 0.02 0.02 0.28 0.02

Optician 0.13 0.02 0.01 0.11

Optometry 0.52 0.42 0.04 0.08 0.15 0.47

Physical therapy 0.31 0.42 0.13 1.42 0.32

Podiatry 0.18 0.15 0.20 0.59 0.18

Prosthetic/orthotic 0.46 0.21 0.10 0.11 0.34 0.43

Speech therapy 0.01 0.01 0.01 0.01

Other services 1.20 13.94 0.04 0.16 0.17 94.30 1.38

Reinsurance-net 1.12 1.04 1.00 1.01 1.02 1.11

Total $245.56 $1,152.08 $84.52 $77.00 $246.02 $94.30 $230.72

Member Months 1,160,640 480 104,400 14,520 5,280 1,824 1,287,144

Aggregate Dollars 285,008,000$    553,000$     8,824,000$      1,118,000$   1,299,000$   172,000$      296,974,000$    

Figure D1

CenCal Health
Medical Expenses PMPM by Program

2011-12

 
Refer to Appendices G, H, and I for segregation of medical expenses between 
Santa Barbara and San Luis Obispo county services areas for Medi-Cal, HFP, 
and HK, respectively. 
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Appendix E – Medical Expense Trends 

 
 

Physician 
 
Avg. Number of Visits per Member per Year 
 2007 2008 2009 2010 Budget 

SBHI 6.8 6.9 7.3 7.1 7.1 

SLOHI  7.3 8.2 8.2 8.2 

AIM 12.7 16.2 14.7 15.6 15.6 

HFP-SB 4.0 5.4 4.4 4.2 4.2 

HFP-SLO 3.6 4.3 4.9 3.9 3.9 

HK-SB 3.1 3.4 3.5 3.5 3.5 

HK-SLO 2.4 3.1 3.0 2.7 2.7 

IHSS 5.0 6.9 7.8 6.8 6.8 

CenCal 
Health 

 
6.7 

 
6.7 

 
7.1 

 
7.1 

 
7.2 

 
 
 
Avg. Cost per Visit 
 2007 2008 2009 2010 Budget 

SBHI $59 $64 $57 $57 $58 

SLOHI  $60 $55 $54 $53 

AIM $331 $301 $319 $264 $266 

HFP-SB $119 $120 $109 $114 $116 

HFP-SLO $101 $107 $108 $116 $117 

HK-SB $118 $122 $106 $118 $119 

HK-SLO $88 $90 $95 $103 $106 

IHSS $127 $135 $149 $134 $135 

CenCal 
Health 

 
$62 

 
$62 

 
$62 

 
$61 

 
$60 
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Appendix E – Medical Expense Trends 

 
Hospital inpatient 
 
Bed Days per 1,000 Members per Year (non dual-eligibles) 
 2007 2008 2009 2010 Budget 

SBHI 374 368 383 328 325 

SLOHI  355 411 389 385 

AIM 3,720 4,279 3,684 3,460 3,457 

HFP-SB 33 21 17 16 19 

HFP-SLO 0 0 23 22 23 

HK-SB 22 21 18 18 20 

HK-SLO 9 6 26 9 21 

IHSS 75 165 161 198 200 

CenCal 
Health 

 
356 

 
348 

 
353 

 
346 

 
312 

 
 
 

Avg. Cost per Bed Day (non dual-eligibles) 
 2007 2008 2009 2010 Budget 

SBHI $1,368 $1,549 $1,935 $2,197 $2,262 

SLOHI  $1,541 $1,655 $1,781 $1,839 

AIM $1,853 $1,840 $1,900 $1,944 $2,266 

HFP-SB $2,351 $7,816 $3,550 $2,821 $3,124 

HFP-SLO   $1,957 $4,048 $1,926 

HK-SB $4,456 $3,747 $2,317 $2,234 $2,600 

HK-SLO $1,900 $4,000 $1,960 $1,957 $2,750 

IHSS $3,318 $3,612 $2,469 $3,332 $3,278 

CenCal 
Health 

 
$1,859 

 
$1,840 

 
$1,838 

 
$2,035 

 
$2,109 
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Appendix E – Medical Expense Trends 

 
 
Hospital outpatient 
 
Avg. Number of Visits per Member per Year 
 2007 2008 2009 2010 Budget 

SBHI 1.1 1.3 1.3 1.2 1.2 

SLOHI  1.4 1.4 1.4 1.4 

AIM 2.2 2.0 1.8 1.5 1.5 

HFP-SB 0.4 0.6 0.5 0.4 0.4 

HFP-SLO 0.6 0.7 0.6 0.5 0.5 

HK-SB 0.3 0.3 0.3 0.4 0.4 

HK-SLO 0.2 0.4 0.3 0.3 0.3 

IHSS 0.8 1.1 1.1 0.9 0.9 

CenCal 
Health 

 
1.1 

 
1.2 

 
1.2 

 
1.2 

 
1.2 

 
 
 
Avg. Cost per Visit 
 2007 2008 2009 2010 Budget 

SBHI $115 $100 $105 $117 $120 

SLOHI  $93 $95 $114 $115 

AIM $369 $490 $323 $432 $583 

HFP-SB $535 $470 $558 $691 $692 

HFP-SLO $358 $902 $812 $840 $856 

HK-SB $411 $790 $558 $872 $878 

HK-SLO $831 $781 $852 $872 $940 

IHSS $670 $811 $1,032 $825 $830 

CenCal 
Health 

 
$126 

 
$108 

 
$118 

 
$126 

 
$141 
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Pharmacy 
 
Avg. Number of Fills per Member per Year 
 2007 2008 2009 2010 Budget 

SBHI 8.1 8.2 8.3 8.4 8.3 

SLOHI  8.0 8.7 9.1 9.1 

AIM 8.6 6.8 9.0 8.1 8.1 

HFP-SB 2.1 2.7 2.1 1.8 2.0 

HFP-SLO 1.9 3.4 2.1 1.9 2.0 

HK-SB 1.5 1.7 1.6 1.4 1.5 

HK-SLO 0.9 1.1 1.2 1.0 1.1 

IHSS 5.4 6.6 5.6 5.5 5.6 

CenCal 
Health 

 
7.7 

 
7.8 

 
7.8 

 
7.8 

 
7.9 

 
 
 
Avg. Cost per Visit 
 2007 2008 2009 2010 Budget 

SBHI $50 $52 $50 $51 $53 

SLOHI  $64 $54 $52 $53 

AIM $23 $19 $20 $26 $31 

HFP-SB $45 $50 $46 $50 $48 

HFP-SLO $33 $58 $51 $54 $57 

HK-SB $40 $38 $34 $40 $42 

HK-SLO $30 $37 $41 $37 $38 

IHSS $57 $67 $123 $78 $75 

CenCal 
Health 

 
$50 

 
$55 

 
$55 

 
$55 

 
$53 
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Other services 
 
Avg. Number of Visits per Member per Year 
 2007 2008 2009 2010 Budget 

SBHI 1.7 1.8 1.9 1.8 1.8 

SLOHI  1.6 1.8 1.6 1.6 

AIM 5.6 6.5 6.1 6.3 6.4 

HFP-SB 0.2 0.4 0.4 0.4 0.4 

HFP-SLO 0.1 0.1 0.6 0.5 0.5 

HK-SB 0.2 0.3 0.3 0.3 0.3 

HK-SLO 0.1 0.2 0.2 0.2 0.2 

IHSS 1.0 2.2 2.0 1.9 2.0 

CenCal 
Health 

 
1.6 

 
1.6 

 
1.6 

 
1.6 

 
1.6 

 

 
 
Avg. Cost per Visit 
 2007 2008 2009 2010 Budget 

SBHI $116 $112 $95 $107 $109 

SLOHI  $113 $118 $126 $129 

AIM $80 $83 $80 $79 $85 

HFP-SB $86 $60 $68 $71 $76 

HFP-SLO $18 $169 $50 $70 $71 

HK-SB $67 $81 $69 $90 $94 

HK-SLO $167 $72 $61 $109 $114 

IHSS $71 $52 $56 $73 $77 

CenCal 
Health 

 
$111 

 
$108 

 
$103 

 
$107 

 
$114 
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The following are line item explanations where proposed 2011-12 G&A budget 
expenditures materially differ from the adopted 2010-11 G&A budget, as well as 
other relevant information. 
 
Salaries and Benefits 

 Staffing level for 2011-12 is at 150.4 FTE’s compared to 151.5 FTE’s for 
2010-11. 

 
Budgeted FTE’s by Department 

 
Department 

 
Position 

FY 10-11 
FTE’s 

FY 11-12 
FTE’s 

ADMINISTRATION 
 
 
 
 
 
 
 
 
 
 
FINANCE 
 
 
 
 
 
 
 
 
 
 
HUMAN RESOURCES 
 
 
 
 
ADMIN SERVICES 
 
 
 
 
 
 

Chief Executive Officer 
Deputy CEO 
Chief Operating Officer 
Director of Legal Affairs 
Contract Specialist/Legal Assist. 
Compliance Coordinator 
Community Relations/Marketing 
Graphic Artist 
 Admin Executive Assistant 
          Dept Total 
 
Chief Financial Officer 
Controller 
General Accounting Manager 
Recoveries Manager 
Accountant 
Payroll Processor 
A/P Accounting Clerk 
Recoveries Specialist 
MSSP Billing Coordinator 
          Dept Total 
 
Director of HR/Admin Services 
HR Benefits Manager 
SLO Office Manager 
          Dept Total 
 
Manager 
Facilities Services Supervisor 
Admin Services Specialist 
Assistant 
Custodian 
          Dept Total 
 

1.0 
1.0 
---- 
0.8 
1.0 
2.0 
1.0 
1.0 
1.0 
8.8 
 
1.0 
1.0 
1.0 
1.0 
2.0 
1.0 
1.0 
3.0 
1.0 
12.0 
 
1.0 
1.0 
1.0 
3.0 
 
1.0 
1.0 
2.0 
2.0 
2.0 
8.0 
 

1.0 
---- 
1.0 
0.8 
1.0 
1.8 
1.0 
1.0 
1.0 
8.6 
 
1.0 
1.0 
1.0 
1.0 
2.0 
1.0 
1.0 
3.0 
1.0 
12.0 
 
1.0 
1.0 
1.0 
3.0 
 
1.0 
1.0 
2.0 
2.0 
2.0 
8.0 
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PROVIDER SERVICES 
 
 
 
 
 
 
 
 
 
HEALTH SERVICES 
 
 
 
 
 
 
 
 
 
 
 
 
 
PHARMACY 
 
 
 
 
CLAIMS 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Director of Provider Services 
Quality Improvement Manager 
Credentialing Specialist 
Contracting Analyst 
Reimbursement Analyst 
Provider Services Representative 
Support Specialist 
Administrative Assistant 
          Dept Total 
 
Chief Medical Officer 
Assoc. Medical Officer 
Health Services Director 
UM Manager 
UM Nurses/Coordinator 
Operations Manager 
CCS Coordinator 
Quality Coordinator Nurse 
Care Management Nurse 
Health Services Specialist 
Intake Support Specialist 
MSSP SWC / Nurses 
Health Promotion Educator 
          Dept Total 
 
Director of Pharmacy Services 
Operations Manager 
Pharmacy Technician 
          Dept Total 
 
Director of Claims 
Operations Manager 
Supervisor 
Compliance Coordinator 
Reimbursement Configuration 
Project Analyst 
Document Control Tech 
Claims Representative 
Claims Examiner 
Claims Trainer 
System Analyst/Certified Coder 
Administrative Assistant 
          Dept Total 
 
 
 

 
1.0 
1.0 
1.0 
1.0 
1.0 
5.0 
2.0 
1.0 
13.0 
 
1.0 
---- 
1.0 
1.0 
6.2 
---- 
1.0 
1.0 
3.0 
2.0 
2.0 
7.8 
1.0 
27.0 
 
1.0 
1.0 
2.7 
4.7 
 
1.0 
1.0 
2.0 
1.0 
1.0 
1.0 
3.0 
6.0 
9.0 
2.0 
1.0 
1.0 
29.0 
 
 
 

 
1.0 
1.0 
1.0 
1.0 
1.0 
5.0 
2.0 
1.0 
13.0 
 
1.0 
0.8 
1.0 
1.0 
5.0 
1.0 
1.0 
1.0 
2.5 
1.3 
2.0 
6.5 
1.0 
25.1 
 
1.0 
1.0 
2.7 
4.7 
 
1.0 
1.0 
2.0 
1.0 
1.0 
1.0 
3.0 
6.0 
9.5 
2.0 
1.0 
1.0 
29.5 
 
 
 



 

CenCal Health 2011-12 Budget                                                                                                                    F2                                                                                                                                                                     

 
MEMBER SERVICES 
 
 
 
 
 
 
 
 
 
 
 
 
DECISION SUPPORT 
 
 
 
 
 
INFORMATION TECH 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Director of Member Services 
Operations Manager 
Grievance & QI Manager 
Grievance Coordinator 
DƻǾΩǘκ/ƻƳƳǳƴƛǘȅ [ƛŀƛǎƻƴ 
Cultural Language Coordinator 
Eligibility Representative 
Member Service Representative 
Supervisor 
Member Billing Coordinator 
Healthy Kids Coordinator 
          Dept Total 
 
Director of QI/Decision Support 
Project Manager 
Data Analyst 
HEDIS Quality Specialist 
          Dept Total 
 
Director of IT 
Lead Developer 
Operation Manager 
System Manager 
Project Manager 
Network Administrator 
Programmer/Analyst 
Computer Specialist 
Bldg Systems Coordinator 
Administrative Assistant 
          Dept Total 
 

TOTAL FTE’s 
 
 
 
 

 
 
1.0 
1.0 
1.0 
1.0 
1.0 
1.0 
2.0 
9.0 
1.0 
1.0 
1.0 
20.0 
 
1.0 
2.0 
1.0 
3.0 
7.0 
 
1.0 
1.0 
1.0 
1.0 
2.0 
1.0 
8.0 
2.0 
1.0 
1.0 
19.0 
 

151.5 

 
 
1.0 
1.0 
1.0 
1.0 
1.0 
1.0 
2.0 
10.0 
1.0 
1.0 
1.0 
21.0 
 
1.0 
1.0 
1.5 
3.0 
6.5 
 
1.0 
1.0 
1.0 
1.0 
2.0 
1.0 
8.0 
2.0 
1.0 
1.0 
19.0 
 

150.4 
 
 
 

    

 
 

  

F3 
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Wages by Department 

 
Department 

Budget 
2010-11 

Budget 
2011-12 

Administration   $961,000            $1,023,000 
Finance      853,000    834,000 
Human Resources    200,000    250,000  
Admin Services     396,000    365,000 
Provider Services    740,000    779,000 
Health Services               2,115,000              2,072,000    
Pharmacy     340,000    356,000 
Claims                1,709,000              1,752,000 
Member Services              1,031,000              1,087,000 
Decision Support    547,000    525,000 
Information Technology              1,255,000              1,380,000 
 Total          $10,147,000          $10,423,000 

 

Benefits and other fringes 

 
Item 

Budget 
2010-11 

Budget 
2011-12 

CalPERS        $994,000  $1,134,000 
Paid time off      1,220,000     1,295,000 
Health insurance        708,000        786,000 
FICA/SSI/SUI         209,000        226,000 
²ƻǊƪŜǊΩǎ ŎƻƳǇ           85,000          77,000 
Life insurance           23,000          18,000 
Vision insurance          12,000          15,000 
Dental insurance          64,000          79,000 
LT Disability insurance          26,000          27,000 
Personnel recruitment          14,000          52,000 
Staff development           35,000          63,000 
Inservice training          14,000          13,000 
Educational reimbursement         26,000          20,000 
Carpool / Commuter incentives         20,000          20,000 
Wellness benefit          20,000          16,000 
Lunchroom supplies          11,000            9,000 
Agency functions          11,000          12,000 
Ceridian 125 Plan            6,000            8,000 
Referral bonuses            5,000            5,000 
Employee assistance            5,000            6,000 
Flu shots             2,000            2,000 
Innovative idea awards            3,000            1,000 
Lunch and learn program           4,000            2,000 
Anniversary awards            2,000            4,000 
Other misc fringes            1,000            1,000 
 TOTAL    $3,520,000   $3,891,000
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 A potential 3% merit pool (pool of $200,000 for FY 2011-12) effective 
January 1, 2012 is incorporated into the budget.  The actual application of 
any merit to staff will be contingent on the health plan’s financial position, 
level of tangible net equity, and the near term financial forecast as of 
December 2011.  

 CalPERS retirement program employer contribution rate increased from 
6.73% to 7.87%. The impact of this increase is roughly $130,000/yr. 

 SUI employer contribution rate increased from 3.8% to 5.0%.   

 Health, dental, and vision insurance premiums are projected to increase 
15%, effective January 1, 2012.   

 Paid Time Off (PTO), which encompasses vacation and sick leave, is 
assumed to average 15 days per employee per year.  Each one day 
assumption change, up or down, impacts the budget by roughly $50,000 
up or down.  PTO is offered to employees regularly scheduled to work at 
least 32 hours per week and at a reduced accrual rate for part time 
employees.  The maximum accrual ceiling allowed is 320 hours, upon 
which no further earned accrued PTO is allowed. 

 Educational Reimbursement  is to encourage employees to participate in 
lifetime learning and, in particular, to undergo the discipline of formal 
college and professional certification programs.  CenCal Health offers its 
employees a $1,500 maximum annual educational assistance benefit. The 
benefit may be applied towards any combination of tuition, books, and 
fees for classes that would contribute towards the employee’s job 
performance and knowledge. 

 Carpool / Commuter Bus Incentives also known as the alternative 
transportation benefit to encourage employees to use a different mode of 
transportation to work rather than driving solo in a vehicle.  The benefit is 
$2.50 per day for confirmed use of alternative transportation. 

 Wellness Benefit encourages employees to participate in physical activity 
events such as 5K runs, triathlons, and similar type of activities.  The 
benefit is $250 per year to assist in the cost of the registration fees for 
such events. 

 Ceridian 125 Plan benefit covers the monthly administrative fees on the 
program that offers employees the option of setting aside pre-tax dollars 
through payroll deductions into health care and dependent care 
reimbursement accounts.  

 Referral Bonuses are in recognition that employee referral of candidates 
for open job positions is a proven cost-effective method of obtaining 
excellent job candidates. The benefit pays either $500 or $1,000, for an 
open non-exempt and exempt position, respectively, to employees who 
formally refer applicants who are hired and successfully complete their 
introductory period.
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 Employee Assistance offers all employees access to free counseling 
services.  Employees and their families, including domestic partners, can 
receive up to five counseling visits per year. 

 Innovative Idea award benefit for employees who suggest creative cost 
saving ideas. 

 Lunch and Learn benefit brings in a financial planner to teach staff about 
their personal finances, taxes, retirement, and other financial items during 
lunch break.  Lunch is provided to the participants and a small fee paid to 
the financial planner. 

 
 
Contract Services 
 
Contract Services by Category 

 
Item 

Budget 
2010-11 

Budget 
2011-12 

Berkeley research group $500,000  $20,000 
Public policy advocates      95,000     97,000 
HealtHelp ς RBM    120,000   133,000 
Assoc. medical director      60,000     15,000 
Legal advisory services      10,000     10,000 
Imedics review ς pharmacy     10,000       5,000 
Imedics review ς clinical        5,000       5,000 
Quality/evaluation reviews       8,000     10,000 
Global compliance        4,000       2,000 
Compliance 360         3,000       2,000 
Information security consultant     55,000     30,000 
Contract programming      82,000     92,000 
Legacy claims clearinghouse     10,000     15,000 
HP business recovery      30,000     30,000 
First data bank ς pharmacy     28,000     33,000 
HEDIS compliance audit      13,000     13,000 
HEDIS/NCQA reporting      25,000     56,000 
HEDIS medical record reviews     48,000     ----- 
Boone graphics ς mailings     59,000     54,000 
Decision Support QM      20,000     ----- 
Language assessments        1,000       1,000 
Paper claim processing    284,000   144,000 
MedImpact ς PBM    874,000   888,000 
Provider 360         5,000      ----- 
Independent financial audit     65,000     73,000
 

 

 

 



 

CenCal Health 2011-12 Budget                                                                                                                    F7                                                                                                                                                                     

Appendix F – General and Administrative Expenses 
 

Contract Services by Category - continued 

 
Item 

Budget 
2010-11 

Budget 
2011-12 

Payroll services       21,000     14,000 
Specialty pharmacy admin       8,000       5,000 
Ergonomics       14,000       9,000 
ePocrates       11,000     11,000 
Language interpreters      94,000     81,000 
Leadership coaching      23,000     15,000 
Compensation consultant     15,000       5,000 
Mediator employee relations       4,000       4,000 
BOD Retreat speaker fee       5,000       5,000 
HR attorney fees      15,000     15,000 
Background checks        2,000       2,000 
 TOTAL   $2,626,000  $1,893,000 
 
 

Contract Services by Department 

 
Department 

Budget 
2010-11 

Budget 
2011-12 

Administration   $611,000  $138,000 
Finance         86,000       87,000 
Human Resources       42,000       41,000 
Admin Services        14,000         9,000 
Provider Services         5,000          ----- 
Health Services      193,000     163,000 
Pharmacy        29,000       21,000 
Claims    1,159,000  1,021,000 
Member Services        60,000        55,000 
Decision Support      126,000        88,000 
Information Technology      205,000      200,000 
Board of Directors          5,000          5,000 
Quality Improvement        91,000        65,000 
 TOTAL   $2,626,000  $1,893,000  

 

 Budget decrease of $48,000 for medical record reviews that will be 
completed by the Associate Medical Director, if hired. 

 Budget decrease of $472,000 due to a decrease in expense associated 
with the monitors assigned by the DMHC.  Most of their work is complete; 
however, there is still some minor costs anticipated to be incurred with the 
monitor during the beginning of FY 2011-12.

 
 
 



 

CenCal Health 2011-12 Budget                                                                                                                    F8                                                                                                                                                                     

Appendix F – General and Administrative Expenses 

 

 Budget decrease of $129,000 to align budget for PBM fees with actual 
cost experience incurred during FY 2010-11. 

 Budget increase of $8,000 for independent auditing fees associated with 
health plan financial reporting requirements for administering the MSSP 
program. 

 Budget increase of $10,000 for IT consultants to assist in the ICD-10 and 
HIPAA 5010 electronic file implementation. 

 Budget decrease of $101,000 due to the services of a HEDIS contractor 
being performed internally by a dedicated FTE position, the conversion to 
a new payroll system, and lower language interpreter costs. 

 
Travel Expenses 
 
Travel Expenses by Category 

 
Item 

Budget 
2010-11 

Budget 
2011-12 

Mileage reimbursement  $15,000  $25,000 
CAHIO related travel    12,000     12,000 
Meals and lodging    34,000     54,000 
Airline fares     10,000     27,000 
Automobile rentals      2,000       3,000 
Other travel costs      3,000       4,000 
Auto leases/allowance      6,000       6,000 
Gasoline, oil, other      7,000       8,000 
Auto repair /maintenance     6,000     11,000 
Automobile licenses      1,000       1,000 
 TOTAL   $96,000  $151,000    
  
 

Travel Expenses by Department 

 
Department 

Budget 
2010-11 

Budget 
2011-12 

Administration   $20,000  $27,000 
Finance        7,000      11,000 
Human Resources      3,000        5,000 
Admin Services     13,000      21,000 
Provider Services      9,000      12,000 
Health Services     11,000      13,000 
Pharmacy       7,000      13,000 
Claims        7,000        5,000 
Member Services      3,000        6,000 
Decision Support      6,000      16,000 
Information Technology    10,000      23,000 
 TOTAL   $96,000  $152,000
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 Staff attendance at seminars and conferences has increased due to 
minimal travel allowed in prior two years.  However, federal health care 
reform, ICD-10, and HIPAA 5010 electronic file implementation requires 
staff participation in such events. 

 
 
Rent / Utilities / Occupancy 
 
Rent / Occupancy by Category 

 
Item 

Budget 
2010-11 

Budget 
2011-12 

Bldg rent/lease   $1,158,000  $1,145,000 
Bldg repairs/maintenance/CAM       333,000        344,000 
Utilities          216,000        198,000 
Janitorial services            8,000          12,000 
Housekeeping supplies          18,000          18,000 
Offsite storage           15,000          15,000 
Other occupancy costs          34,000          28,000 
Move to Calle Real Bldg costs       113,000           ----- 
 TOTAL   $1,895,000  $1,760,000 

 

 San Luis Obispo Office Space – 4,206 sq. ft. 
FY 10-11 $1.68 per sq. ft.  = $7,079/mo ; $84,948/yr 
FY 11-12 $1.70 per sq. ft = $7,150/mo ; $85,800/yr 
Common area maintenance = $2,750/mo ; $33,000/yr 
Budget assumes a 1% increase in base rent from FY 10-11. 

 

 Santa Barbara Office Space – 48,482 sq. ft. 
FY 10-11 $1.75 per sq. ft. = $84,844/mo ; $1,018,128/yr 
FY 11-12 $1.82 per sq. ft. = $88,237/mo ; $1,058,844/yr 
Common area maintenance = $21,818/mo ; $261,816/yr 

  Base rent can increase from 2% to 6% per year; budget assumes 
  a 4% increase in base rent from FY 10-11. 
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Office Supplies & Equip. 
 
Office Supplies and Equipment by Category 

 
Item 

Budget 
2010-11 

Budget 
2011-12 

Office equip < $1,000  $36,000  $33,000 
Copy equip leases    75,000     78,000 
Other equip leases    11,000     12,000 
Computer supplies    25,000     30,000 
Office supplies     40,000     36,000 
Postage    302,000  280,000 
Printing    346,000  522,000 
 TOTAL   $835,000  $991,000 

 

 Budget increase of $176,000 for printing costs associated with 
membership growth for items such as new member packets and member 
newsletters, as well as anticipated new benefit notification (e.g. member 
copayments and utilization limits) mass mailing to occur in October 2011. 

 Budget decrease of $22,000 for postage costs due to aligning budget with 
actual costs being incurred during 2010-11 and timing of funding of 
postage meter. 

 
Insurance 

 Budget increase of $6,000 to account for anticipated premium increase for 
professional liability coverage. 

 
Depreciation 

 Budget decrease of $28,000 which is primarily related to certain furniture 
and equipment becoming fully depreciated.  The budget amount reflects 
full-year of depreciation on assets purchased during 2010-11 as well as 
half-year depreciation for assets anticipated to be purchased during 2011-
12. 

 
Equipment / software maintenance 

 Budget increase of $164,000 the cyclical nature of maintenance 
agreements on the health plan’s health information system servers.  
Purchases of servers normally include free maintenance for the first three 
years and must be purchased therafter. 

 
Communications 

 Budget increase of $6,000 primarily due to purchase of “mi-fi” mobile 
internet access cards and related monthly service fees for all agency 
laptop computers.
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Software Licensing & Publications 

 Budget increase of $9,000 associated with the licensing fee for the 
McKesson Care Management software and their Interqual medical 
guidelines. 

 
Professional Association Dues 

 Budget increase of $4,000 primarily due to some marginal increases in 
other professional association group fees associated with staff 
involvement and the anticipated association costs resulting from the 
potential hiring of a Chief Operating Officer. 

 
Community Relations 

 Budget decrease of $9,000 due to a decreased need for marketing the 
Health Families program. 

 
Member / Provider Materials 

 Budget decrease of $4,000 primarily as a result of reducing the frequency 
and size of member newsletter mailings. 

 
Director/Advisory Board Fees 

 Budget decrease of $7,000 by combining the Santa Barbara and San Luis 
Obispo community advisory boards and taking into the likely reduced 
scheduling and frequency of other meetings. 

 
Meeting Expenses 

 Costs include rental of conference rooms for board of director meetings, 
advisory board meetings, provider workshop meetings, and meals and 
snacks provided during the meetings. 

 Budget decrease of $15,000 due to less frequent provider workshops 
anticipated and the location move of the annual San Luis Obispo board of 
director meeting onsite to the health plan’s office building. 

 
. 
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Santa Barbara County San Luis Obispo County

SBHI SLOHI Combined

Dollars PMPM Dollars PMPM Dollars

Capitation Revenue 211,091,000$   264.644$   100,019,000$   275.534$   311,110,000$     

Medical Related Expense:

PCP capitation & incentives 7,992,000 10.020 3,600,000 9.917 11,592,000

Physician fee-for-service 32,628,000 40.906 13,431,000 37.000 46,059,000

Hospital inpatient - in area 28,236,000 35.399 12,711,000 35.017 40,947,000

Hospital inpatient - out area 15,185,000 19.037 5,315,000 14.642 20,500,000

Hospital outpatient 9,600,000 12.036 4,879,000 13.441 14,479,000

Pharmacy 29,485,000 36.965 14,641,000 40.333 44,126,000

Long term care 55,460,000 69.530 30,181,000 83.143 85,641,000

Other medical services

acupuncture 8,000 0.010 2,000 0.006 10,000

audiology 421,000 0.528 159,000 0.438 580,000

chiropractic 18,000 0.023 7,000 0.019 25,000

dialysis 2,568,000 3.219 832,000 2.292 3,400,000

durable medical equip 3,492,000 4.378 1,480,000 4.077 4,972,000

home health 1,538,000 1.928 1,267,000 3.490 2,805,000

laboratory 2,086,000 2.615 730,000 2.011 2,816,000

transportation 1,439,000 1.804 836,000 2.303 2,275,000

occupational therapy 16,000 0.020 2,000 0.006 18,000

optician 124,000 0.155 21,000 0.058 145,000

optometry 369,000 0.463 230,000 0.634 599,000

physical therapy 188,000 0.236 171,000 0.471 359,000

podiatry 145,000 0.182 59,000 0.163 204,000

prosthetic/orthotic 454,000 0.569 82,000 0.226 536,000

speech therapy 12,000 0.015 3,000 0.008 15,000

other services 1,095,000 1.373 510,000 1.405 1,605,000

Reinsurance - net 934,000 1.171 366,000 1.008 1,300,000

Total medical expenses 193,493,000 242.582 91,515,000 252.107 285,008,000

MCO Tax 4,961,000 6.220 2,351,000 6.477 7,312,000

Gross Margin 12,637,000$     15.84$       6,153,000$       16.95$       18,790,000$       

Member months 797,640 363,000 1,160,640

Avg. covered lives 66,470 30,250 96,720

Medical loss ratio 92% 91% 92%

Figure G1

CenCal Health
2011-12 Medi-Cal Operating Budgets
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Appendix H  -  Healthy Families Operating Budgets 
 

Combined

Dollars PMPM Dollars PMPM Dollars

Capitation Revenue 9,180,000$       102.000$   1,512,000$       105.000$   10,692,000$       

Medical Related Expense:

Physician fee-for-service 3,620,000 40.222 551,000 38.264 4,171,000

Hospital inpatient 453,000 5.033 52,000 3.611 505,000

Hospital outpatient 2,068,000 22.978 471,000 32.708 2,539,000

Pharmacy 721,000 8.011 136,000 9.444 857,000

Other medical services

acupuncture 2,600 0.029 50 0.003 2,650

audiology 3,000 0.033 800 0.056 3,800

chiropractic 9,600 0.107 1,800 0.125 11,400

durable medical equip 12,100 0.134 1,900 0.132 14,000

home health 4,200 0.047 50 0.003 4,250

laboratory 98,000 1.089 11,900 0.826 109,900

transportation 35,400 0.393 3,600 0.250 39,000

mental health 326,700 3.630 52,300 3.632 379,000

occupational therapy 1,600 0.018 50 0.003 1,650

optician 1,800 0.020 50 0.003 1,850

optometry 3,600 0.040 200 0.014 3,800

podiatry 13,200 0.147 2,500 0.174 15,700

physical therapy 31,200 0.347 13,100 0.910 44,300

prosthetic/orthotic 9,900 0.110 300 0.021 10,200

speech therapy 1,100 0.012 50 0.003 1,150

other services 2,600 0.029 1,850 0.128 4,450

Reinsurance - net 90,400 1.004 14,500 1.007 104,900

Total medical expenses 7,509,000 83.433 1,315,000 91.319 8,824,000

MCO Tax 216,000 2.400 36,000 2.500 252,000

Gross Margin 1,455,000$       16.17$       161,000$          11.18$       1,616,000$         

Member month 90,000 14,400 104,400

Avg. covered lives 7,500 1,200 8,700

Medical loss ratio 82% 87% 83%

CenCal Health
2011-12 HFP Operating Budgets

Figure H1

San Luis Obispo County

HFP-SLO

Santa Barbara County

HFP-SB
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Appendix I  -  Healthy Kids Operating Budgets 
 

Combined

Dollars PMPM Dollars PMPM Dollars

Premium Revenue 995,000$          81.291$     164,000$          71.930$     1,159,000$         

Medical Related Expense:

Physician fee-for-service 427,000 34.886 53,000 23.246 480,000

Hospital inpatient 52,000 4.248 11,000 4.825 63,000

Hospital outpatient 360,000 29.412 47,000 20.614 407,000

Pharmacy 65,000 5.310 8,000 3.509 73,000

Other medical services

acupuncture 500 0.041 50 0.022 550

audiology 1,200 0.098 200 0.088 1,400

chiropractic 200 0.016 400 0.175 600

durable medical equip 1,400 0.114 400 0.175 1,800

home health 600 0.049 50 0.022 650

laboratory 12,700 1.038 1,200 0.526 13,900

transportation 5,400 0.441 1,200 0.526 6,600

mental health 37,500 3.064 7,000 3.070 44,500

occupational therapy 200 0.016 50 0.022 250

optician 100 0.008 100 0.044 200

optometry 900 0.074 300 0.132 1,200

podiatry 2,700 0.221 200 0.088 2,900

physical therapy 1,500 0.123 400 0.175 1,900

prosthetic/orthotic 1,500 0.123 50 0.022 1,550

speech therapy 50 0.004 50 0.022 100

other services 1,250 0.102 1,050 0.461 2,300

Reinsurance - net 12,300 1.005 2,300 1.009 14,600

Total medical expenses 984,000 80.392 134,000 58.772 1,118,000

MCO Tax 24,000 1.961 4,000 1.754 28,000

Gross Margin (13,000)$          (1.06)$        26,000$            11.40$       13,000$              

Member months 12,240 2,280 14,520

Avg. covered lives 1,020 190 1,210

Medical loss ratio 99% 82% 96%

CenCal Health
2010-11 HK Operating Budgets

Figure I1

HK-SLO

San Luis Obispo County

HK-SB

Santa Barbara County
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Appendix J  -  AIM Operating Budget 
 

Dollars PMPM

Capitation Revenue 566,000$            1,179.167$    

Medical Related Expense:

Physician fee-for-service 166,000 345.833

Hospital inpatient 315,000 656.250

Hospital outpatient 35,000 72.917

Pharmacy 9,800 20.417

Other medical services

acupuncture 400 0.833

chiropractic 1,300 2.708

durable medical equip 200 0.417

home health 5,700 11.875

laboratory 10,200 21.250

transportation 1,000 2.083

optometry 200 0.417

mental health 900 1.875

prosthetic / orthotic 100 0.208

member incentive 4,000 8.333

other services 2,700 5.625

Reinsurance - net 500 1.042

Total medical expenses 553,000 1,152.083

MCO Tax 14,000 29.167

Gross Margin (1,000)$               (2.08)$            

Member month 480

Avg. covered lives 40

Medical loss ratio 98%

Figure J1

CenCal Health
2011-12 AIM Operating Budget
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Appendix K  -  IHSS Operating Budget 
 

Dollars PMPM

Premium Revenue 1,943,000$         368.000$   

Medical Related Expense:

Physician fee-for-service 404,000 76.515

Hospital inpatient 295,000 55.871

Hospital outpatient 332,000 62.879

Pharmacy 184,000 34.848

Other medical services

acupuncture 500 0.095

chiropractic 900 0.170

durable medical equip 1,900 0.360

home health 3,900 0.739

laboratory 38,200 7.235

transportation 6,900 1.307

mental health 10,600 2.008

occupational therapy 1,500 0.284

optometry 800 0.152

podiatry 3,100 0.587

physical therapy 7,500 1.420

prosthetic/orthotic 1,800 0.341

other services 1,000 0.189

Reinsurance - net 5,400 1.023

Total medical expenses 1,299,000 246.023

MCO Tax 46,000 8.712

Gross Margin 598,000$            113.26$     

Member months 5,280

Avg. covered lives 440

Medical loss ratio 67%

CenCal Health
2011-12 IHSS Operating Budget

Figure K1  
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Appendix L  -  Adjusted Consolidated Budget 
 
In March 2011 the Legislature adopted and Governor Brown signed into law 
Assemby Bill 97 (AB97) which makes substantial changes to the Medi-Cal 
program in three broad categories: (1) 10% Provider Payment Reduction, (2) 
Member Copayments, and (3) Utilization Limits.  All three of these will 
significantly impact CenCal Health during FY 2011-12 in terms of the magnitude 
of its annual Medi-Cal capitation revenue, as well as certain levels of medical 
expenditures dependent on the health plan’s level of implementation of these 
three program changes. 
 
In May 2011, CenCal Health staff presented to the Board of Directors a plan of 
action to address these program changes which included full implementation of 
some of the changes and no implementation on some others.  Additionally, the 
Governor’s May Revise Budget for FY 11-12 is proposing to end the Healthy 
Families program effective January 1, 2012 while transitioning the kids into Medi-
Cal.  Separately from the above changes, the Governor’s Budget also includes 
some additional funding for Medi-Cal managed care health plans in order to 
obtain the necessary federal approval of actuarial-sound health plan capitation 
rates for FY 2011-12.  
 
Here in Appendix L the forecasts associated with (a) the revenue implication of 
AB97, (b) the implication on the level of medical expenditures as a result of the 
health plan’s plan of action addressing AB97, (c) the transition of Healthy 
Families into the Medi-Cal program, and (d) an estimate of CenCal Health’s 
capitation revenue increase applicable for FY 2011-12 are incorporated into a 
projected financial outlook of FY 2011-12 for CenCal Health.  Note:  Due to 
many details of the Medi-Cal program changes not being known at this 
point in time, including exactly how the DHCS will calculate the reductions 
and the magnitude of the forthcoming actuarial-equivalent reduction in the 
health planôs annual capitation revenue for FY 2011-12, the projection 
presented here is at best a general guideline. It includes significant 
assumptions which may differ from what actually ends up occurring. 
 
The forecasts and assumptions are as follows: 
 
10% Provider Payment Reductions 

 Estimate $14.4 million reduction in annual Medi-Cal capitation revenue. 

 Implementation estimated to yield $9.0 million reduction in annual medical 
expenditures. 

 Estimate $0.2 million decrease in the health plan’s MCO Tax liability. 
 
Member Copayments 

 Estimate $6.6 million reduction in Medi-Cal capitation revenue applicable 
for a 9-month period during FY 2011-12.
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Appendix L  -  Adjusted Consolidated Budget 
 

 Implementation estimated to yield $6.3 million reduction in medical 
expenditures applicable for a 9-month period during FY 2011-12. 

 Estimate $0.2 million decrease in MCO Tax liability. 
 
Utilization Limits 

 Estimate $1.7 million reduction in Medi-Cal capitation revenue applicable 
for a 9-month period during FY 2011-12. 

 Health plan will be not implement these limits resulting in no estimated 
reduction in medical expenditures. 

 
Healthy Families Transition to Medi-Cal 

 An increase of 7,000 members, representing those existing HFP members 
currently assigned to a health plan other than CenCal Health.  Since 
CenCal Health is the sole Medi-Cal managed care plan in Santa Barbara 
and San Luis Obispo counties, these members will automatically transition 
to CenCal Health. 

 Estimate $5.2 million reduction in HFP capitation revenue applicable for  
the 6-month period January, 2012 through June, 2012. 

 Estimate $5.6 million increase in Medi-Cal capitation revenue applicable 
for the 6-month period January, 2012 through June, 2012 as a result of 
HFP kids being transitioned into a Medi-Cal “kid-only” capitation rate 
(assumption is a “kid-only” capitation rate of $60 pmpm).  This includes 
incorporating the additional 7,000 members as of January 1, 2012. 

 Estimate $4.4 million decrease in HFP medical expenses. 

 Estimate $5.3 million increase in Medi-Cal medical expenses as a result of 
HFP transitioning to Medi-Cal (assumption is medical cost of $56 pmpm; 
this is achieved by going from an enhanced HFP Medicare reimbursement 
rate to CenCal Health’s existing Medi-Cal based reimbursement rates).  
This includes incorporating the additional 7,000 members as of January 1, 
2012. 

 
Governor’s FY 2011-12 State Budget Proposal 

 The Governor’s budget includes funds to increase the capitation rates paid 
to Medi-Cal managed care health plans 

 Assume CenCal Health receives a 0.5% increase equal to $1.6 million.  
This nominal increase is derived from DHCS May 2011 Medi-Cal Estimate 
worksheets which correlate to the Governor’s May Revise budget.  The 
actual magnitude of additional funds for the CenCal Health is unclear at 
this point in time.  The 0.5% increase assumption is a worst-case 
assumption.
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Appendix L  -  Adjusted Consolidated Budget 
 
Summary of Changes to CenCal Health’s FY 2011-12 Operating Budget 

 7,000 additional members as of January 1, 2012 ; 42,000 member months 
for the period January – June, 2012. 

 Net decrease in capitation revenue of $20.7 million. 

 Net decrease in medical expenses of $14.4 million. 

 Net decrease in MCO Tax liability of $0.4 million. 
 
In Figure L1 these changes are incorporated into the CenCal Health FY 2011-12 
operating budget initially presented on Page 3. 
 

Budget                   

on Pg 3

Forecasted 

Change

Adjusted Budget 

Forecast

Program Revenue 326.2$                (20.7)$                 305.5$                

Medical Expenses 297.0 (14.4) 282.6                  

MCO Tax 7.7 (0.4) 7.3                       

G&A Expenses 21.0 21.0                    

Total Expenses 325.7 (14.8) 310.9

Other Revenue 0.2 0.2                       

Surplus (Loss) 0.7$                    (5.9)$                   (5.2)$                   

Member Months 1,287,144          42,000                1,329,144          

CenCal Health

Forecast Adjusted 2011-12 Operating Budget

In Millions of Dollars

Figure L1  
 
Under the assumptions presented, the health plan may end the budget year with 
an operating loss of $5.2 million. 
 
It is anticipated the health plan will obtain an adjustment to its FY 2010-11 Medi-
Cal capitation rates to account for the conclusion reached within the DMHC 
monitor report [e.g. being under funded for FY 2009-10] and to account for 
changes in long term care facility per diem rates, which occurred as of August 1, 
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Appendix L  -  Adjusted Consolidated Budget 

 
2010.  The capitation rate adjustment is estimated to yield an increase of $10 
million applicable for FY 2010-11. 
 
The combination of a potential FY 2011-12 operating loss of $5.2 million and the 
potential $10 million increase applicable for FY 2010-11 would result in the health 
plan ending FY 2011-12 in June at roughly 119% of the tangible net equity 
regulatory requirement. 
 
 
 


