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Notice of Regular Meeting
CenCal Health Board of Directors
Strategic Retreat

Friday, June 27, 2025
9:30 am
The Landsby | 1576 Mission Drive, Solvang, CA

Agenda

Members of the public will be allowed to provide public comment in real time during the public comment
portion of the Board meeting (ltem 1 below) or you may do so by emailing comments to the Clerk of the
Board atf pbottiani@cencalhealth.org with “Public Comment” in the subject line. Comments received will
be read during the meeting.

If you require any special disability-related accommodations, please contact the CenCal Health Board
Clerk’s Office at (805) 562-1020 or via email at pbottiani@cencalhealth.org at least twenty-four (24) hours
prior to the scheduled board meeting to request disability related accommodations.

1. Public Comment
2. Consent Agenda (Mr. Shah) (Action)
2.1 Approve Minutes of April 16, 2025, Board of Directors Meeting
2.2 Approve Minutes of May 8, 2025, Board Compliance & Oversight Committee Meeting
2.3 Accept Administrative Reports
2.3.1 Executive Summary
2.3.2 Finance Report
2.4 Accept Program Reports

2.4.1 Information Technology solutions for QNXT Interfaces and Integrations, Fraud, Waste,
and Abuse File Creation, and DSNP Transaction Splitting

2.4.2 Dual Special Needs (D-SNP) Program Update

2.4.3 Board Compliance & Oversight Committee (BCOC) Report, Compliance Annual Audit
Work Plan, and Board Compliance Resolution

3. Regular Agenda
Closed Session

1. Public Employee Performance Evaluation/Appraisal Pursuant to Government Code
§54957(b)(1) and Compensation Adjustment Pursuant to Government Code §54957.6 (a)

Position: CEO
Report out of Closed Session
Open Session
2. Action ltem: Discussion and Action to Approve CEO Compensation Adjustment

4928-6818-5936
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3. Welcome, Introductions and Strategic Planning Agenda Review: Mr. Shah (Board Chair),

Ms. Owen (Chief Executive Officer, CenCal Health) and Mr. Rafael Gomez (Retreat
Facilitator, El Cambio Consulting) (Information)

Board Strategic Planning Session

Board Reflections, Next Steps and Adjournment: Ms. Owen (Chief Executive Officer, CenCal
Health), Rafael Gomez (Retreat Facilitator, El Cambio Consulting and Mr. Shah (Board
Chair) (Information)

Note: The meeting room is accessible to the handicapped. Additional information can
be found at the CenCal Health website: www.cencalhealth.org

4928-6818-5936
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CenCal
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MINUTES
CenCal Health
BOARD OF DIRECTORS REGULAR MEETING
April 16, 2025

The regular meeting of the Board of Directors of CenCal Health was called to order by Kieran
Shah, Chair, on April 16, 2025, at 6:15 PM at the Santa Maria Inn, 801 South Broadway, Santa Maria,
Santa Maria Room

MEMBERS PRESENT: Antonette Navarro, Supervisor Dawn Ortiz-Legg, Supervisor Joan Hartmann,
Kieran Shah, Lisa Moore, Mouhanad Hammami, Nicholas Drews, René Bravo, MD, Sara
Macdonald, and Sue Andersen

MEMBERS EXCUSED: Daniel Herlinger, and Edward Bentley, MD

STAFF PRESENT: Amy Sim, Bao Xiong, Cammie Flores, Carlos Hernandez, Chris Morris, Citlaly Santos,
Darin Moore, Eric Buben, Hon Chan, Jai Raisinghani, Jordan Turetsky, Kalelb Madrid, Kaliki Kantheti,
Karen Kim, Kashina Bishop, Lauren Geeb, Marina Owen, Maya Heinert, MD, Nicole Wilson, Saw
Naing, Van Do-Reynoso, and Paula M. Bottiani (Clerk)

GUESTS PRESENT: John Britton (Bartlett, Pringle and Wolf), Rosemary Schmoller (Bartlett, Pringle and
Wolf), and Charles Rosella (Trinity Risk Solutions)

1. Public Comment: There was no public comment.

Announcements from Directors: Dr. Hammami announced the 100t Anniversary of the
Santa Barbara County Public Health Department which included an announcement of
their new name, County of Santa Barbara Health. They have many community events
scheduled to commemorate their centennial year through partnerships with local
agencies, including support and collaboration with CenCal Health.

2. Consent Agenda
2.1 Approve Minutes of March 19, 2025, Board of Directors Regular Meeting
2.2 Accept Administrative Reports
2.2.1 Executive Summary
2.2.2 Administrative Division and Government Report
2.2.3 Chief Medical Officer Report
2.2.4 Quality Report
2.2.5 Health Services Report
2.2.6 Performance Report
2.2.7 Customer Experience Report
2.2.8 Operations Report
2.2.9 Compliance Report
2.2.10 Finance Report and Unaudited Financial Statements ending 3/31/25
2.3 Accept Committee Reports
2.3.1 Pediatric Clinical Advisory Committee (PCAC) Report and Minutes of 12/4/24
2.3.2 Pharmacy P&T Committee Update
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ACTION: On motion of Dr. Bravo, seconded by Ms. Moore, the Board of Directors Unanimously
Accepted the Consent Agenda without objection.

Regular Agenda
1. Report from Chief Executive Officer

Ms. Owen reported:
¢ Announcements:
o Welcomed Kaliki Kantheti as Chief Operating Officer
o Appreciated Jordan Turetsky, MPH as Chief Strategic Engagement Officer
e Accomplishments:

o CMS Approval: This week, the Centers for Medicare and Medicaid Services (CMS)
approved CenCal Health's D-SNP Model of Care with over 94% score and
granted a 3-year approval

o DHCS Contract: DHCS provided Intent to Award the 2026 Contract to CenCal
Health

o Best Place to Work: Pacific Coast Business Times notified CenCal Health of its Best
Place to Work recognition and will be awarded the *Anniversary All Star Award”
on June 12" 2025

o NCQA Accreditation: Today, CenCal Health completed our NCQA Accreditation
Survey and File Review process with excellent results and full accreditation a
certainty

e 2025 Strategic Milestones: 2023-2025 Strategic Plan
o February 2025: D-SNP CMS Application
=  Application requirements include provider network, compliance plan,
financials, vendor contracts, model of care

o March 2025: Community Reinvestment Strategy

» Advance Foundation and Community Reinvestment strategy and
convene on provider grant programs

o April = June 2025: NCQA Accreditation

= Results of survey for Health Plan accreditation in February and Health
Equity accreditation in April will be available by June
o June 2025: Board Strategic Retreat
= Consider strategic context, outcomes from last three years + CalAIM, and
discuss 2026 Strategic Plan
o October 2025: D-SNP Open Enrollment
= D-SNP readiness efforts result in Go-Live in January 2026, with Open
Enrollment in October

2. Accept Independent Financial Audit and December 2024 Audited Financial Statements

Ms. Bishop introduced John Britton and Rosemary Schmoller from Bartlett, Pringle and Wolf. She
announced that the Finance Committee met on April 11t and recommended approval.

Mr. Britton gave a Power Point presentation with the following highlights:
e General Comments

o The audit went well; Issued a clean opinion (unmodified) on the financial
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statements.

Did not identify any significant or unusual transactions or significant accounting
policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus.

Did not discuss with management any alternative treatments within generally
accepted accounting principles for accounting policies or practices related to
material items during the current audit period.

There were no disagreements with management over the application of
significant accounting principles, the basis for management’s judgments on any
significant matters, the scope of the audit, or significant disclosures to be
included in the financial statements.

Did not issue a schedule of findings and responses this year. We have issued them
in prior years, and all of our recommendations have been implemented and
continue to be in place.

e Adjustments

o

To comply with GASB Statement No. 68, the original trial balance that was
provided to us was adjusted by: $1.1 million to record the change in the net
pension liability for the six months ended December 31, 2023. The information
from CalPERS that was necessary to adjust the net pension liability was not
available at the time the original trial balance was presented to us.

e Report on internal control over financial reporting and compliance

O

O

There were no material weaknesses or significant deficiencies in internal control
noted during the audit.
Performed tests of CenCal Health's compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the financial statements.
= The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing
Standards.

e Significant estimates in the financial statements

O

Depreciation: Calculated on a straight-line basis over the expected useful life of
each asset.

» Evaluated the reasonableness of useful lives for current year additions.

=  Performed a reasonableness calculation over depreciation expense.

Accounts Receivable: Estimated future collectible receivables using estimated
member months.

» Evaluated the allowance for doubtful accounts (as applicable) or any
other manual adjustments made by management for reasonableness and
consistency with prior years.

Medical claims payable: Estimated liability for services incurred but not reported.
Estimated using historical data comparing the timing of when claims are incurred
compared to when claims are paid.

California Department of Health Care Services (DHCS) Revenue Recoup:

» DHCS implemented a two-sided risk corridor in which CenCal is required to
spend at least 98% of Proposition 56 capitation revenue on program costs
or be subject to a remittance requirement.

» CenCal Health recognizes the estimated liability by calculating the
difference between 98% of revenues received and actual premium dollars
spent on qualified expenditures.

Primary Care Provider (PCP) incentive pool:
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= CenCal Health withholds 20% to 40% of fixed monthly capitation payments.

» The withheld amounts represent the physician’s incentive pool, which is
paid out based on the confracted physician’s ability to meet
predetermined uftilization and quality measures.

o Net pension liability (result of GASB 68 implementation):

» Estimate of the proportionate share of the collective net pension liability
(asset).
» Underlying information was calculated by independent actuary, CalPERS.
e Yearin Review

o Cash and cash equivalents increased approximately $18.4 million primarily due to
increased capitation payments associated with increased enroliment.

o Total accounts receivable increased approximately $172.2 million primarily due to
additional amounts due from DHCS for MCO tax for the period April through
December 2023 of $184.4 million.

o Medical claims payable decreased $2.8 million primarily due to a decrease in
estimated medical expenses associated with a decline in membership after the
end of the COVID-19 public health emergency.

o Accrued DHCS Revenue Recoup increased by $1.6 million to reflect the amount
that CenCal Health expects to pay the State related to the Proposition 56
directed payment program for the period covering July 1, 2019 through
December 31, 2023.

Six Months in Review: Revenue and Expense Comparison
o Operating Revenues totaled $767.5 million.

» There was increase in capitation revenue due to enrollment changes and
additional revenue associated with MCO tax for the period April through
December 2023.

o Medical Related expenses totaled $519.1 million.

» There was an increase in costs related to the long- term care and hospital

services categories offset by a decrease in physician services.
o Administrative Expenses totaled $37.0 million.

= There was a decrease in other administrative expenses due to a $49.5 million
legal settlement of which $26.7 million was classified as administrative expense
in the prior year.

Six Months in Review: December 2023 Snapshot

o Total Assets increased $175.1 million (20.1%) to $1.0 billion.

o Total Liabilities increased $144.9 million (25.0%) to $724.8 million.

o Beginning Net Position at June 30, 2023 was $254.9 million.

o Totalrevenues exceeded expenses by $30.2 million.

o Ending Net Position increased 11.9% to $285.1 million.
Standards implemented during the year and future standards to be evaluated for
implementation

o For the six months ended December 31, 2023, the following GASB pronouncement

was effective:

=  Statement No. 100 Accounting Changes and Error Corrections

» The primary objective of this Statement is to enhance accounting and
financial reporting requirements for accounting changes and error corrections
to provide more understandable, reliable, relevant, consistent, and
comparable information for making decisions or assessing accountability.

= This statement was not applicable to CenCal Health for the period ending
December 31, 2023.
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Discussion:

Dr. Bravo asked if a Management Letter was issued.

Mr. Britton stated that there was not.

Ms. Andersen commended staff for a clean audit and noted that the assets are growing.

Ms. Owen thanked Bartlett, Pringle and Wolf, Ms. Bishop, and Ms. Sim for their extensive work on
the audit.

ACTION: On motion of Supervisor Orliz-Legg and seconded by Ms. Andersen, the Board of
Directors Accepted the Independent Financial Audit Report, and the Audited Financial Statements
ending December 31, 2024, without objection.

3. Report on Medicaid Policy Landscape

Ms. Owen gave a Power Point presentation on the health plan’s federal advocacy efforts
including a description of the following:

e Produced Fact Sheets specific to each District and provided these to all our Legislative

Representatives
o Fact Sheets outline how many members are served by Medi-Cal and dollars
spent for care, jobs impacted, and chronic conditions being managed

e Congressmember Carbajal’s office has been incredibly supportive in addition to our
State representatives

e Multiple Op Eds published

e Letter from the Central Coast Coalition; including our CalAIM Steering Committee, over
20 CBOs, and ECM providers expresses concern about Medicaid funding cuts and a
second letter highlights the need to protect provider taxes which Dignity, Lompoc
Medical, and Cottage hospitals have signed

e The Central Coast Medical Association, led by Drs. Bravo and Engstrom, along with CEO
Dana Goba, and our CMO, Dr. Heinert, engaged in advocacy in Sacramento in support
of California Medical Association (CMA) priorities this past week

e Budget Timelines:

o Federal Budget
*  Ways and Means Committee (by Mid-May)
= Energy and Commerce Committee (Late-May)
» Budget Reconciliation Target (Memorial Day)
= Senate Target (June — July 4th)

o State Budget
* May Revise (Revised Revenue Numbers — May 10th)
» State Budget (by June 30™)
= CalAIM Concept Paper (Summer)
» Stakeholder Process (Fall - 30 days)
»  Waiver Renewal (by December)

Discussion:
Ms. Owen thanked Supervisor Hartmann and Supervisor Capps for their support
Ms. Owen thanked Dr. Do-Reynoso for her leadership of these advocacy efforts
Supervisor Ortiz-Legg stated that the supervisors will be in Sacramento next week advocating. She
thanked Ms. Owen for her leadership.
Board Packet Page Number 5



Board of Directors Meeting
April 16, 2025
Page 6

Ms. Andersen asked if we had any knowledge of enrollment decreases.

Ms. Owen stafed that these evaluations are in process.

Ms. Moore asked if there was any leeway in age for work requirements.

Dr. Bravo encouraged us to learn from this current political climate we find ourselves in. There will
be cuts in Medicaid; especially with the expansion population, however, we need to prepare for
those who will become ineligible for care. These patients will not vanish, and will require care in
hospitals, urgent care facilities, private doctor’s offices. These private offices may be forced to not
see patients with no insurance. The most vulnerable seem to be protected right now and this is a
comfort. He encouraged everyone to call and write and talk to their Representatives about these
issues and overwhelm them with their concerns. He stated that he has confidence in CenCal that
we will be able to weather this and work this through in a creative fashion.

Ms. Owen stated that it will be interesting to discuss any role CenCal Health may take longer term
to ensure coverage through Covered California participation.

Ms. Andersen stated that there will be increased stress on the system when providers do not get
reimbursement increases. CMS announced a 2.4 % increase to hospitals; however, the hospitals
are looking at 8% and higher in costs and additional supply costs due to the tariffs. Hospitals will
struggle over the next few years.

Supervisor Orti-Legg added that within our service areas we have a significant number of Medi-
Cal members and a significant number of wealthy individuals, and they both speak of the lack of
available or delayed services. The decisions made by us and our Representatives will affect
everyone, not just Medi-Cal recipients. We are all in this together.

Ms. Owen reflected that for 40 years now, CenCal Health has done its best to improve Medi-Cal
for its members and will continue to do so in the future.

4. Accept Medi-Cal Capacity Grant Program Update
Ms. Turetsky gave a Power Point presentation with the following highlights:

e Looking Back: Capacity Grant Program
o Capacity Grant Application cycle launched in January 2025. 3-year grant cycle,
with $3M available in year 1 and $1.5M available in years 2 and 3
o Areas of focus: behavioral health, primary care and pediatrics, specialty care
o Areas of funding support: recruitment, training and education, practice support
o Capacity Grant Program structure intended to provide guides, not guards
e Overview of funding requests received:
o 32 applications received from 31 unique providers/organizations
o Total funding requested: $15,825,044

e Board Subcommittee Guidance:

o Release all $6M in available Capacity Grant dollars

o Focus on Critical Level 1 funding requests*

»  Awards will be based upon the CenCal Health Funding Committee review
outcomes
e Next Steps:

o Convene CenCal Health Funding Committee to review and prioritize critical needs
and to issue award determinations up to the allocation recommended by the
Subcommittee.

o Inform applicants of award determinations, issue grant agreements, and issue
funding awards.
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o Pursue subsequent years of IGT funding to support continued investments in
Capacity Granfs.
¢ Recommendation:
o The Board Subcommittee and CenCal Health staff recommend that the Board
allocate $6 million in Capacity Grant Program funds to be awarded in 2025.

Discussion:

Mr. Shah made a statement addressing any concern of a potential conflict of interest. Since the
committee did not view the individual grant applications and are reviewing this only by total dollar
amount to be granted and the level of need, there should not be any conflicts. He invited those
who felt a need to abstain from the vote to do so.

Ms. Moore asked what information was reviewed by the subcommittee and if the funding source is
from our reserves.

Ms. Turetsky stated that the scope of the review by the subcommittee is what has been presented
to the board tonight. The subcommittee guided staff on the prioritization levels and dollar amount
of funding to release.

Ms. Andersen asked how many years the funds will be available.

Ms. Owen responded that staff anticipates 1-2 years of funding.

Ms. Andersen asked if more explanation could be provided about the entities eligible.

Ms. Owen explained that organizations who have taxing authority or who are University Medical
Centers, District hospitals and some counties, are eligible for the State’s voluntary rate range
program which allows them to use local matching funds to make up the State’s federal share for
Medicaid funding between what the State funds us and the maximum that we can spend within
our community. Each year staff issue an intent to award and then applications come in. Those
arrangements are between CenCal Health and the entity. The State then approves, and funds
are distributed accordingly.

ACTION: On motion of Supervisor Ortiz-Legg and seconded by Supervisor Hartmann, the Board of
Directors Accepted the Medi-Cal Capacity Grant Program Update and Approved the Allocation of
$6 Million Dollar sin Capacity Grant Funding at this time with one abstention (Dr. Bravo Abstained).

5. Report on Dual Special Needs Program (D-SNP) Bid
Ms. Bishop and Ms. Kantheti gave a Power Point presentation with the following highlights:

e D-SNP Bid
o A bidis the foundation of the CMS contracting process for Medicare.
o lItis aproposal that Medicare Advantage plans are required to submit annually,
outlining the plan's proposed benefits, costs, and financial projections.
o CMS uses it to determine plan payments and member premiums.

o Next Steps:
o Finalize major assumptions
o Develop bid deliverables
o Complete Comprehensive Review
o Due June 1, 2025
o CMS Desk Audit

Discussion:
Ms. Moore asked what the “non-benefit” category includes.
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Ms. Bishop explained that this is the D-SNP administrative fee and includes some Medi-Cal
program internal administrative costs.

Ms. Macdonald asked if she could stay on CenCal Health when she enrolls in Medicare.

Ms. Kantheti said, affirmatively.

Dr. Hammami asked if the bids set the rates and will CMS pay for services such as CalAIM services.
Ms. Kantheti stated that the bids serve as a mechanism to set the D-SNP rates. CMS will make
CenCal Heath whole for services such as CalAIM which are not Medicare covered services.

Ms. Owen added that this is based upon benefits provided. CenCal Health will be paid by two
entities, CMS for Medicare benefits and services and DHCS Medi-Cal benefits and services:
including ECM longer term. ECM is currently a benefit.

Mr. Shah noted that we are not competing against anyone and asked what the justification of
coming in with a bid under or at benchmark is.

Ms. Kantheti stated that we are competing against the established CMS benchmark. Staff want to
offer this product to our members at no cost.

Ms. Andersen asked if we have finalized the bid amount.

Ms. Kantheti stated that we are still working towards finalizing this amount with our actuaries.

Ms. Moore asked what a member looks at when choosing a plan.

Ms. Kantheti said coordination of care, supplemental benefits, and ease of working with the plan.
Ms. Owen stated that the team has added the flex card as a benefit that covers over-the-counter
items. In terms of sustainability, staff can be sustainable at year three with an enrollment of 6,000
to 8,000 members. At year one, staff need to ensure a positive experience for the initial enrollees,
and we need to pass our CMS audits. Staff have a defined path to sustainability which will be
periodically reported to the board.

6. Accept Information Technology Report
Mr. Moore gave a Power Point presentation with the following highlights:

e [T Situation - Long-term underinvestment in People, Process, and Technology
e IT Porifolio Planning - Overview
e Data Center Migration
o Current situation
= Onsite data center
= No generator, only battery backup that is good for 2 hours of uptime
» Increases in processing requirements require the purchase, installation,
operating system licensing, and maintenance of hardware (servers, routers,
server racks, etc.)
o Benefits of a cloud/co-location data center
= Strong physical security
= Redundancy for power and connectivity
= Ability to quickly add processing without buying and installing hardware
= Operating systems (Windows server) license management
= Vendor will do server patching, upgrades, and other maintenance, which
allows existing CenCal Health staff to work on higher-value projects
o Approach
= Upon completion of a Request for Proposal process, LightEdge was selected
as CenCal Health's data center vendor
» CenCal Health's primary data center will be located in San Diego, CA
» The disaster recovery site will be located in Austin, TX — LightEdge will replace
the current Disaster Recovery vendor
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» Three-year contract -$3,500,000 ($97,222 per month).
The amount to cover 2025 cost was approved in the 2025 budget
* The confract was approved in the March 2025 Board packet
= The contract has been executed
o Next Steps
»  Complete migration planning
» The migration will occur in phases
e A phased approach will reduce risk to the organization
e A phased approach will also allow IT staff fime to learn
how to work in a cloud/hosted environment
» The planned completion is the end of August 2025
Phone System Replacement
o Situation
= Current vendor, Cisco, is no longer putting time and investment into their
on-premise phone system
=  An on-premise phone system is likely to have disruptions caused by power
outages or other environmental events
» The current system lacks modern features that CenCal Health could
leverage during future business initiatives
e Interactive Voice Response and text-based interactions
e Ability for business users to make some system changes instead of IT
e Reporting capabilities that meet new business needs
o Approach
= Eight vendors were investigated over the past eighteen months
= Six vendors declined to sign the Business Associate Agreement
» Engaged two vendors in in-depth discussions and negotiations
= After this process, RingCentral was the clear choice
= Negotiations resulted in a cost to CenCal Health of $445,000 per year for a
three-year contract. Contract total amount - $1,335,000. The amount to
cover 2025 cost was approved in the 2025 budget
o Next Steps
= Complete contfract review
= Obtain Board approval for contracting
»= Plan migration to the new phone system
o Recommendation
=  Staff recommends that the Board approve the execution of a three-year
contract with RingCentral for a cloud-based phone system, with a cost not
to exceed $1,335,000.

ACTION: On motion of Dr. Bravo and seconded by Ms. Moore, the Board of Directors Accepted the
Information Technology Report and Recommendation without objection.

7. Approve CenCal Health Conflict of Interest Code

Mr. Chan gave a Power Point presentation with the following highlights:

Purpose of the Conflict-of-Interest Code
o CenCal Health as a public agency and a political subdivision of the State of
California is subject to the Political Reform Act (PRA) (Government Code Sections
81000, et seq.).
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o The PRA prohibits a public official such as CenCal Health's Board of Directors,
Officers and Directors level positions from participating in governmental decisions
in which he or she has a financial interest that may be materially affected

o To help identify potential conflicts of interest, the PRA requires such officials to file
Statements of Economic Interests (Form 700).

e Procedural History

o The current Conflict-of-Interest Code was last updated and approved by the
FPPC in 2015

o InJune 2024, CenCal Health presented to the Board Development Committee
(now the Board Governance Committee) a draft of the Conflict-of-Interest Code
amendment

o Since then, the Conflict-of-Interest Code amendment draft
has been further updated to add a dozen or so director level
positions and changes to officer level titles

o Next Steps
o Seek the Board's approval of the Conflict-of-Interest Code amendment
o Upon the Board's approval, comply with the 45-day posting requirement on
CenCal Health's public website and CenCal Central (employee infranet)
o Once the posting period has ended, submit the Board approved amendment
back to FPPC for their final official approval
e Recommendation

o CenCal Health recommends that the Board approves the Conflict-of-Interest
Code amendment.

ACTION: On motion of Supervisor Hartmann and seconded by Ms. Andersen, the Board of Directors
Approved the CenCal Health Conflict of Interest Code without objection.

Discussion:
Mr. Shah commended Ms. Owen and staff for their strong advocacy work.

8. Items for Immediate Action
Iltems for which the need to take immediate action arose subsequent to the posting of the
agenda (requires determination of this fact by vote two-thirds of the Directors present or, if
fewer than nine Directors are present, unanimous vote).

As there was no further business to come before the Board, Mr. Shah adjourned the Regular
meeting of the Board at 8:08 pm.

Respectfully submitted,

Paula M. Michal

Paula Marie Bottiani, Clerk of the Board
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BOARD OF DIRECTORS COMPLIANCE AND OVERSIGHT COMMITTEE
MEETING
May 8, 2025

Draft

The regular meeting of the Board of Directors Compliance and Oversight Committee Meeting
called to order by Daniel Herlinger, Chair, on May 8, 2025, at 12:15 PM at the Embassy Suites San
Luis Obispo, 333 Madonna Rd., San Luis Obispo, CA.

MEMBERS PRESENT: Daniel Herlinger, Antonette Navarro, Nicholas Drews, Karen Kim, and

Marina Owen

Members Excused:

STAFF PRESENT: Paula Bofttiani (Recorder)

GUESTS: None

1.

2.

Public Comment-There was no public comment.

CIA Board of Directors Resolution
Ms. Kim presented the CIA Board Resolution with the following highlights:

e We arein year two of the CIA.
e CIA Board Resolution to be adopted and signed by the board in June to meet the August
submission deadline to the OIG.

2025 Risk Assessment and Audit Work Plan
Ms. Kim presented the 2025 Audit Workplan with the following highlights:

e Audit Work Plan
o Progress on the work plan is reported on a quarterly basis to the Compliance Committee.
o The 2025 Annual Audit Work Plan addresses seven of the nine high-risk items identified in the
risk universe. Two high risk items deferred to 2026.

CMS Application Status
Ms. Kim presented the CMS Application Status with the following highlights:

e Part C, Part D, and SNP applications all approved with no deficiencies
e Model of Care approved at a 94.38% score
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» Model of Care approved for 3 years

5. Compliance Division Org Chart and CenCal Health Audits

Ms. Kim presented the Compliance Division Org Chart and CenCal Health Audits with the
following highlights:

e Presented the compliance division org chart, detailing the structure and roles within the
compliance department.

e The department has grown with new positions approved this year, allowing for a more
proactive approach to ensuring compliance.

e Reviewed the list of regulatory audits, highlighting the annual medical audit, network
adequacy validation audit, and encounter data validation study.

¢ The team has been proactive in addressing findings and closing CAPs prompfly.

As there was no further business to come before the committee, Mr. Herlinger adjourned
the meeting at 1:00 pm.

Respectfully submitted,

Paula M. Bottiani

Paula Marie Bottiani, Clerk of the Board
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CEO Executive Summary

Date: June 27, 2025
To: CenCal Health Board of Directors
From: Marina Owen, Chief Executive Officer

National Committee of Quality Assurance (NCQA) - Health Equity Accreditation

On June 24, 2025, CenCal Health received final confirmation of its “Accredited”
outcome from the National Committee for Quality Assurance (NCQA) for Health Equity.
This is the second accreditation milestone, following Health Plan accreditation earlier in
the Spring. CenCal Health achieved an exceptional overall result of 100% with all
applicable NCQA Standards and Elements. CenCal Health earned NCQA's 3-year
accreditation rating, its most favorable, with expiration in June 2028.

CenCal Health's pursuit of Medicaid NCQA Health Plan Accreditation began in
November 2022, in response to a statewide California Advancing & Innovating Medi-
Cal (CalAIM) initiative to fransform Medi-Cal. Among several fransformational
mandates, CalAIM required Medi-Cal plans to achieve Health Plan and Health Equity
Accreditation before January 2026. This achievement was an exceptional team
achievement, with special recognition to Carlos Hernandez, Chief Quality Officer, who
served as Executive Sponsor of the multi-year initiative.

Medicaid Advocacy and Policy Landscape

CenCal Health and our partners, associations, and lobbyists have been focused on
Medicaid advocacy as Congress pursues the budget reconciliation process to address
fiscal priorities, including tax policy, spending allocations, and the debt ceiling - all of
which have significant implications for the nation’s financial health and policy direction.
Advocacy has been exceptional; however, the trajectory of discussions remains
unchanged. National, statewide and local coalitions have formed to protect Medicaid
eligibility and benefits, financing and provider rates, and the health safety-net. After
passing the House, the Senate has produced a version that deepens cuts to hospitals
and the safety-net. Both chambers are working now to reconcile their differences and
produce a unified budget resolution prior to committees drafting a final budget
reconciliation bill. At your Board's June 27th Strategic Retreat, keynote speakers will
address the Medicaid policy landscape, including Linnea Koopmans, CEO, Local
Health Plans of California, and Jonathan Freedman, VP, Health Management
Associates.

For your Board’s awareness, the following materials are included for your review:

1. CenCal Health's Coalition Lefter to House and Senate leadership
2. CenCal Health’'s Memo on Medicaid Policy Impacts, from your CFO/Treasurer
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3. Local Health Plan of California’s Fact Sheets and Policy Guides on Provider Taxes,
Work Requirements, Program Integrity in Medi-Cal

Addifional detail can be found in the Advocacy Supplements, and report from Kashina
Bishop, CPA, Chief Financial Officer.

Dual Special Needs Program Development

Enclosed in your Board's Consent Agenda are memos providing updates on program
development, including two technology focused memos and a programmatic update
from Darin Moore, Chief Information Officer, and Kaliki Kantheti, Chief Operating
Officer. Each memo identifies any required technology acquisition to support program
go-live and identifies associated costs, not to exceed the Board approved CY2025
Operating Budget.

A highlight was the execution of the State Agreement for our Dual Special Needs
Program (SMAC), following Board Chair approval. CenCal Health's overall program
status remains on track.

Additional detail can be found in the DSNP Program Update and Technology Memos
provided by Darin Moore, Chief Information Officer, and Kaliki Kantheti, Chief
Operating Officer.

Compliance Oversight Committee Report

Enclosed in your Board's Consent Agenda is a memo from Karen Kim, Chief
Compliance Officer, on the proceedings and recommendation of your Board’s
Compliance Oversight Committee which met in May 2025.

Additional detail can be found in the Compliance Report provided my Karen Kim, JD,
Chief Compliance and Fraud Prevention Officer.
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‘ 1100 13th Street NW, Third Floor
N ( Q A Washington, DC 20005
phone 202.955.3500

Measuring quality. fax 202.955.3599
Improving health care. WWW.Ncga.org

June 19, 2025

Marina Owen BA

Chief Executive Officer

Santa Barbara San Luis Obispo Regional Health Authority dba CenCal Health
4050 Calle Real

Santa Barbara, CA 93110-3445

Dear Ms. Owen:

We are pleased to inform you that based on the information gathered during your recent HE survey, the
National Committee for Quality Assurance (NCQA) Review Oversight Committee has awarded Santa
Barbara San Luis Obispo Regional Health Authority dba CenCal Health the accreditation
status(es) listed below. The final assessment report, which incorporates relevant changes made in
response to your organization’s earlier comments, can be accessed by visiting https://irt.ncqa.org.
Please select your organization’s project on the Dashboard and then select “View Final Report” from
the actions menu. If this section does not appear, please follow the instructions in the attached
documents entitled “Log In and Dashboard” and “User Management” and update your user rights.

Evaluation Product/ Accreditation Effective Expiration
Product Line Status Date Date
HE (HP - Medicaid HMO) Accredited June 18, 2025 June 18, 2028

The NCQA Report Card will be updated to reflect this status by no later than the 15% of July. A
certificate reflecting your accreditation status(es) can be downloaded from my.ncga.org in recognition
of your achievement. Also, for your convenience, you may download the NCQA Accreditation seal by
visiting our Web site at www.ncqa.org. Please refer to the 'Guidelines for Advertising NCQA HE
Survey Accreditation,' enclosed.

If you have reason to believe that the compliance scoring of any standard or standards does not
accurately reflect your organization’s compliance with the standards, you have the opportunity to
request a reconsideration of compliance designations and/or distinction outcome by the NCQA
Reconsideration Committee. To proceed with reconsideration, NCQA must receive within the next 30
days a written request for reconsideration that addresses at least one of the grounds for appeal
identified in the Reconsideration section of the “Administrative Policies and Procedures” of the 2024
Standards and Guidelines for Accreditation in Health Equity. This request must not exceed five pages
in length and must include a listing of the standards for which reconsideration is being requested. A
fee, as specified in the Agreement for HE Accreditation Survey, “Pricing Methodology and
Cancellation Policy” (Exhibit A), is charged for reconsideration. The fee must be paid at the time
reconsideration is requested.

Better health care. Better choices. Better health.
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In order to maintain your accreditatoin status(es), Santa Barbara San Luis Obispo Regional Health
Authority dba CenCal Health will need to participate in a resurvey approximately three months prior to
the expiration date. Your next survey will be on the standards in effect at the time of the survey. It will
be conducted using NCQA's Interactive Review System (IRT). The survey will begin immediately
upon submission of your organization's completed Survey Tool. There is no on-site survey associated
with the Health Equity Accreditation (HE) accreditation process.

We have tentatively reserved March 28, 2028, as the submission date of the completed Survey Tool to
NCQA. Ifthe proposed dates present a problem for you or if you have any questions regarding these
dates, please contact Cindy Francis, Program Manager, Accreditation, at (202) 955-5147 or e-mail

francis(@ncqa.org.

If you have questions about the IRT, please contact NCQA Customer Support at (888) 275-7585 or via
my.ncga.org. You can also visit www.ncga.org for additional information.

While it is our understanding that the results of this distinction survey may satisfy a state regulatory
requirement, NCQA assumes no responsibility for transmitting copies of this report to relevant state
agencies.

We wish to acknowledge your quality improvement efforts, which were evident throughout the survey

process. NCQA looks forward to working with you and your staff again in the future.

Sincerely,

LMy

Sue Matthiesen
Assistant Vice President, Accreditation

Better health care. Better choices. Better health.
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Impact of California May Revise and Federal Medicaid Policy Proposals
Date: June 27, 2025
From: Kashina Bishop, Chief Financial Officer/Treasurer

Contributors: Larisa Lipovetskaya, Financial Analysis Manager

Executive Summary

At this fime, the final outcomes of both the California FY 2025-26 May Revise and the
proposed federal "One Big Beautiful Bill Act" remain uncertain. CenCal Health is actively
monitoring both developments and assessing their potential fiscal impacts—both direct
and systemic.

While CenCal Health remains in a strong financial position and is well-prepared to
maintain solvency under various scenarios, it is important to acknowledge that not all
potential Medi-Cal funding reductions in our service area can be fully offset. We will
continue to provide updates to the Board as more clarity emerges in the coming
weeks.

Summary of Fiscal Impacts

1. State Directed Payments
The most substantial financial threat to the regional delivery system stems from
the potential reduction or elimination of State Directed Payments (SDPs).
Although CenCal Health serves only as a pass-through entity for these funds, the
downstream effects on provider stability would be significant.

Page 1 of 3
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Estimated Annual

Program Impact

Descripfion

Supports access to primary,
$128 miillion specialty, and inpatient care via
utilization-based payments.

Private/District Hospital Directed
Payments

Value-based incentive program
$3 million for public hospitals to improve
quality and access.

Enhanced Payment Program
(EPP)

Performance-based hospital

Quality Incentive Pool (QIP) $17 milion oayments in key care categories.

State fee used to draw federal
$29 million matching funds for hospital and
Medi-Cal funding.

Hospital Quality Assurance Fee
(HQAF)

Uses Infergovernmental Transfers
Voluntary Rate Range Program  $49 million to enhance provider rates within
federal rate bounds.

2. Eligibility Changes for Adult Members with Unsatisfactory Immigration Status (UIS)
The State budget proposes:
e Enrollment freeze beginning January 2026.
e Premium imposition for remaining members beginning January 2027.

Impact Summary:
e Current Membership: ~34,000 members
e Annual Revenue: ~$162 million
e Estimated Member Loss (Freeze): ~2,500
e Projected Additional Loss (Premiums): ~50% of retained members
(forecast estimate)

3. Implementation of Work Requirements
Under the proposed “One Big Beautiful Bill Act,” nondisabled adults under 65
must complete at least 80 hours/month of work, education, or volunteering.

Estimated Impact if Enacted:

¢ Membership Loss: ~8,000
e Revenue Reduction: ~$40 million annually

Page 2 of 3
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4. Other Impacts from the May Revise

Estimated Annual

ltem
Impact

Descripfion

Diversion of Proposition 35 Funds $25.5 million

Skilled Nursing Directed Payment

Elimination $5 million
Proposifion 56 Supplemental -
Payment Cuts $8 milion
Acupuncture Coverage $500,000
Elimination '

LTC Benefit Removal for Select $13.5 million

Redirects funds meant for CY 2024
Targeted Rate Increases.

Ends funding for SNFs.

Eliminates clinical service
supplements to providers.

Benefit reduction for Medi-Cal
members.

Reduces long-term care access
for high-needs individuals.

Populafions

Financial Forecast

CenCal Health has modeled these potential impacts and remains projected to exceed
the regulatory Tangible Net Equity (TNE) requirement.

2026 2027 2028
Revenue $ 1,195,484,778 $ 1,192,851,963 $ 1,239,704,705
Medical Expenses 1,135,148,213 1,133,598,819 1,175,894,679
Administrative Expenses 95,638,782 89,463,897 92,977,853
Other Income (Expense) 10,000,000 10,000,000 10,000,000
Net Income (Loss) $ (25,302,217) $ (20,210,754) $ (19,167,826)
Medical Loss Ratio 95% 95% 95%
Administrative Cost Ratio 8.0% 7.5% 7.5%
D-SNP Projected Loss  $ (3,200,000) $ (7,100,000) $ 600,000

Year End Tangible Net Equity $ 292,871,000 S 265,560,000 S 246,992,000

Staff will continue refining forecasts and operational strategies as federal and state
decisions develop. The Board will be updated regularly.

Page 3 of 3
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Dual Special Needs Plan (D-SNP) Program Update

Date: June 9, 2025

From: Kaliki Kantheti, Chief Operating Officer
Hector Garcia, Medicare Director

Through: Marina Owen, Chief Executive Officer

Executive Summary

Beginning in 2023, CenCal Health officially launched the development of our Medicare
Advantage Dual Special Needs Plan (D-SNP) to be offered in 2026 in alignment with the
requirements under CalAIM. This program update provides an overview of recent

activities in support of our 2026 Dual Special Needs Plan (D-SNP), CenCal CareConnect.

CenCal CareConnect Implementation Update

1.

CenCadal CareConnect Bid

In December, CenCal Health initiated the development of our CenCal
CareConnect Bid (Bid), a key deliverable required to be submitted to CMS by
June 2, which informs our overall product benefit design and strategy. The Bid is
a critical component of CenCal CareConnect as it establishes the foundational
framework, including the scope of services, the financial model, and the
necessary compliance measures to meet federal and state regulations. The Bid
also allows CenCal Health to align its D-SNP offerings with the needs of dual-
eligible beneficiaries, ensuring that the proposed benefits are both competitive
and tailored to serve this unique population. CenCal Health submitted the
CY2026 D-SNP Bid to the Centers for Medicare & Medicaid Services (CMS) on
Friday, May 31. This submission followed a thorough diligence process that
included multiple rounds of internal review and executive sign-off. All
components of the bid, including the Plan Benefit Package (PBP) and Bid Pricing
Tool (BPT), were completed in close coordination with our actuaries and
consultant partners to ensure accuracy and alignment with program goals. The
next step in the process is CMS bid review and addressing any comments or
questions from that review.

Supplemental Benefits

Supplemental benefits are additional healthcare and wellness services offered
beyond fraditional Medicare coverage to enhance members' overall well-being.

Page 1 of 6
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Designed to address social determinants of health, these benefits improve
access to essential services that support daily living. CenCal Health completed a
comprehensive Request for Proposal (RFP) process and selected Nations Benefits
as our vendor for a flexible spend card focused on over-the-counter (OTC)
benefits. Additional supplemental benefits for CenCal Care Connect have also
been finalized and are progressing through benefit development and
implementation planning.

3. DHCS D-SNP Readiness Checklist # 3

The Department of Health Care Services (DHCS) continues to actively support
local health plans preparing to launch D-SNPs for 2026. As part of this support,
DHCS issued the D-SNP Readiness Checklist #3 on April 16, 2025. The D-SNP
Readiness checklist continues to serve as a crucial tool for DHCS to monitor
health plans’ progress and confirms key details related to D-SNP implementation.
CenCal Health is steadily progressing toward CY 2026 D-SNP implementation,
with all components on the Readiness Checklist: Actuarial Development and Bid
Preparation, Core Systems Implementation, D-SNP Policies and Procedures
Development, and Provider Network Development currently on frack. Cross-
functional efforts continue to move forward as planned, and CenCal’s D-SNP
project plan shows positive momentum across key tactics. The completed
checklist was submitted to DHCS on May 14, 2025, marking another critical
milestone in CenCal Health's D-SNP development process.

4. Customer Relationship Management (CRM) Update

A Customer Relationship Management (CRM) system is a software application
that helps organize and document interactions with potential members. CenCal
Health has selected to use EvolveNXT as its CRM platform to support Medicare
Sales channel management. CRM implementation has been structured into two
phases with this update focused on Phase 1. Phase 1 began on January 2025,
with an initial go live date of June 16, 2025. There has been a delay in phase 1
deployment due to internal resource limitations, system constraints, and
misalignment with the vendor. In response, CenCal Health has added resources
including a new Medicare Sales Manager, enhanced vendor management to
improve alignment, and engaged necessary subject matter expertise to support
this implementation. The CRM implementation is being prioritized, and joint
remediation efforts are underway to ensure readiness for annual enrollment.

5. D-SNP Roadmap

The D-SNP Roadmap below provides a high-level view of program
implementation, outlining key phases, major milestones, and critical activities

Page 2 of 6
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necessary for a successful launch. This Roadmap serves as a strategic guide to
ensure regulatory readiness, fimely system readiness and operational readiness,
and is included for reference. It reflects key progress across significant milestones
including our bid submission. As noted above, the CRM implementation is
delayed and shown in red on the system readiness lane. Additional information
on this is provided in the preceding section.

Lastly, a D-SNP Oversight Committee will be established to provide oversight of CenCal
Health's overall D-SNP readiness. This Committee shall oversee the implementation of
the CenCal Care Connect as evidenced by its regulatory, operational, and systems-
based readiness needs. The Committee shall receive key milestone updates, progress
reports, and supporting information to assess overall readiness on the D-SNP
implementation. Specifically, the Committee shall be informed on any risks meeting
implementation deadlines and approve remediation plans presented to address such
risks and to optimize execution.

The Committee will meet no less than two (2) times between July 2025 and December
2025 to monitor D-SNP product launch progress and readiness for our Annual Enrollment
Period (AEP) in October 2026 and program go-live on January 1, 2026. CenCal Health's
Chief Executive Officer (CEQ) shall serve as Chair of the Committee. Membership will
be comprised of the Executive tfeam at CenCal Health, subject matter experts (SMEs)
from the plan’s implementation partner Health Management Associates (HMA), the
Director of Medicare, D-SNP Program Manager(s), and two (2) members of the Board.

Recommendation

This D-SNP Program Report is informational only, and no action is requested.

Page 3 of 6
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D-SNP Oversight Committee Meeting Charter

Purpose

The D-SNP Oversight Committee (“Committee”) is organized to oversee
the successful implementation of CenCal Health’s Dual Eligible Special
Needs Plan (D-SNP) line of business (LOB) and report on its progress to
CenCal Health's Board of Directors (“Board”).

Responsibilities

Authority:

The Committee shall oversee the implementation of the CenCal Health D-
SNP LOB as evidenced by ifs regulatory, operational, and system-based
readiness needs. The Committee has the authority to receive key
milestone updates, progress reports, and supporting information to assess
overall readiness on the D-SNP implementation. Specifically, the
Committee shall be informed on any risks meeting implementation
deadlines and approve remediation plans presented to address such risks
and to optimize execution.

Roles and Responsibilities
The Committee shall review the following:
1. D-SNP Program Roadmap
2. D-SNP Key Milestone Progress
3. D-SNP Readiness Reports
4. Risk Mitfigation and Remediation Plans

Meeting The Committee will meet no less than two (2) times between July 2025

Cadence and December 2025 to monitor D-SNP product launch progress and
readiness for our Annual Enrollment Period (AEP) in October 2026 and
program go-live on January 1, 2026. The Chair may institute additional
meetings as deemed necessary.

Process Pre-Meeting The D-SNP Oversight Committee is supported by CCH

staff who work with the Chair to accomplish the
following:

1. Agenda: An agenda will be developed in
advance of each meeting.

2. Material Distribution: The agenda and materials
will be distributed no later than three (3) business
days prior to the next scheduled meeting.

3. Material Review: Members and any Subject
Matter Experts (SMEs) as requested will review the
agenda and any relevant content. Members will
perform any necessary research and/or
consultation to facilitate a good working
knowledge of the topics being discussed prior to
the meeting.

In-Meeting D-SNP Readiness Reports: CCH Leads will review and
report on content, as needed and required. Attention
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will be paid to deviations from the implementation work
plans. The Committee shall oversee the readiness and
adherence of the CenCal Health D-SNP Program
Roadmap. The Committee has the authority to receive
key milestone updates, progress reports, and supporting
information to assess overall readiness on the D-SNP
implementation. Achievements and risks will be
acknowledged and communicated to the Committee.

Post-Meeting | Material distribution: Staff will distribute the meeting
minutes and related materials within two (2) weeks of the
D-SNP Oversight Committee meeting.

Participants

Membership will be comprised of the Executive team at CenCal Health,
subject matter experts (SMEs) from the plan’s implementation partner
Health Management Associates (HMA), the Director of Medicare, D-SNP
Program Manager(s), and two (2) members of the Board. Voting
members are Officers and members of the Board. Changes in
membership are reviewed and decided on by the Chair.

Chairperson:

CenCal Health's Chief Executive Officer (CEO) shall serve as Chair of the
Committee. The Chair's role is to set agendas, facilitate meetings,
manage the conversation of the Committee, and ensure any decisions
are executed.

The Chair of the Committee, or its designee, shall provide updates to the
CenCal Health Board of Directors on an as-requested basis.

Attendance/Quorum:

The Committee will have a quorum when, at a minimum, 50% of the
members plus the Chair, or its designee, is present. Recommendations will
be based on the majority rule of Committee members present at each
meeting.

Revision History

Version 1: June 18, 2025
Version 2:
Adopted on xx/xx/2025
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Services to Design, Develop, and QNXT Interfaces and Integrations for Dual Special
Needs Program (DSNP) Core System

Date: June 27, 2025
From: Darin Moore, Chief Information Officer
Through: Marina Owen, Chief Executive Officer

Executive Summary

The implementation of numerous systems to support the D-SNP launch requires the
design, development, and testing of over 60 interfaces and integrations to facilitate
data exchange between these systems. Staff is recommending that the Board of
Directors approve the execution of a statement of work with Cognizant to design,
develop, and test 14 interfaces and integrations.

Background

Many of the systems acquired over the past year for D-SNP are currently being
implemented. To function correctly, each system requires internal and external data to
be loaded info it, and each system needs to provide output of data that is required by
other internal or external systems. An example is claims authorizations that are received
by CenCal Health and must be loaded into a system for approval. Once approved, it
must be sent back out to the provider and internally to other systems that need this
information.

To not impact the existing Medi-Cal line of business, the majority of CenCal Health IT staff
are supporting the existing Medi-Cal system. Several IT staff are designing, developing,
and testing interfaces and integrations, but cannot meet the demand required to launch
D-SNP on time. Therefore, outside resources are needed to complete this work. As the
developer of the QNXT core system, Cognizant is best positioned to develop interfaces
and integrations info and out of QNXT.

CenCal Health staff engaged Cognizant to scope and estimate the work required to
design, develop, and test 14 interfaces and integrations. After Cognizant produced an
initial estimate, CenCal Health staff negotiated and refined the proposal until it was
satisfactory to both organizations.

Fiscal Impact

The impact on the 2025 Operating budget is not to exceed $390,000. These costs were
not specifically included in the CY 2025 Operating budget; however, can be absorbed
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in the CY 2025 Operating Budget given financial variances elsewhere and the
organization being significantly under budget in administrative cost.

Recommendation

Staff recommends that the Board of Directors grant a budget exception not to exceed
$390,000 and approve the execution of a time-and-materials Statement of Work with
Cognizant to design, develop, and test 14 D-SNP interfaces and integrations.

Page 2 of 2
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Solution to Solve Fraud, Waste, and Abuse File Creation for DSNP Program

Date: June 27, 2025
From: Darin Moore, Chief Information Officer
Through: Marina Owen, Chief Executive Officer

Contributors: John Roszkowiak, IT Development Director

Executive Summary

To complete the implementation of the Fraud, Waste, and Abuse/Payment integrity
software approved by the Board in July 2024 and meet the requirement created by D-
SNP to split claims/membership data between the legacy Oracle HIS system and the
Cognizant QNXT system, staff is recommending that the Board of Directors approve the
execution of a license and two statements of work with Edifecs to meet the data needs
of both initiatives.

Background

Previously, the Board approved contracting with Cotivity for software and services that
CenCal Health would use to implement a robust Fraud, Waste, and Abuse/Payment
Integrity (FWA/PI) program. This program will help CenCal Health control costs by
validating that claims paid are (1) our responsibility, (2) coded properly, (3) coded in a
way applicable to the diagnosis, (4) in accordance with health plan policies, and (5)
free of fraud, waste and abuse (FWA). As implementation began, it became clear that
the program's data needs are complex and extensive. Building the software internally
would be costly, and internal staff would have to enhance and maintain it over time.

Additionally, due to the tight deadline for implementing D-SNP, CenCal Health lacks
sufficient time to implement QNXT for both Medi-Cal and D-SNP. As previously
discussed with the Board, D-SNP will be implemented on QNXT, and Medi-Cal will
remain on the Oracle HIS system for a period. Since CenCal Health is not requiring
partners to modify their processes for D-SNP, when claims and membership files are
submitted, they will include both D-SNP claims and Medi-Cal-only claims. To support
claims submitted in this manner, CenCal Health requires a tfransaction splitting solution
that identifies, routes, and submits D-SNP claims and membership to QNXT in the QNXT
format.

To meet both these needs, CenCal Health has identified the requirement for a flexible,
industry-proven technology platform that enables the transformation, validation, and
tracking of data. The vendor/platform must provide flexibility to map and transform
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standard and non-standard data, be configurable, and have extensive experience with
healthcare payers.

Procurement Process

CenCal Health staff is pursuing Edifecs as the sole-source vendor for this solution. This
type of solution has a very limited number of vendors that meet the FWA/PI and D-SNP
requirements, and none that have extensive experience in healthcare.

Additionally, Edifecs has been a CenCal Health vendor for over five years, demonstrating
its ability to support CenCal Health's requirements. Currently, CenCal Health utilizes
Edifec’s interoperability solution. Having previously implemented interoperability with
Edifecs provides them with access to CenCal Health's data, which will be used to support
the FWA/PI implementation.

Next Steps
Once approved, staff will finalize a licensing agreement for the solution and two

statements of work for implementing FWA/PI and D-SNP Claims Splitting.

Fiscal Impact
The cost structure is as follows:

Annual software licensing fees for five years - $1,356,909
Statement of work for FWA/PI implementation - $52,000
Statement of work for DSNP Claims Splitting implementation - $92,880

The impact on the 2025 Operating budget is $272,670. This includes half a year of the
license fees and implementation fees for FWA/PI and D-SNP. These costs were not
specifically included in the CY 2025 Operating budget; however, staff are requesting a
budget exception to meet the FWA/PI and D-SNP requirements with the intention of
absorbing the costs within the CY 2025 Operating budget given financial variances
elsewhere.

Recommendation

Staff recommends that the Board of Directors approve $400,460 for the execution of a
licensing agreement and two implementation Statements of Work with Edifecs to meet
the FWA/PI and D-SNP requirements and timelines. Staff intends to absorb these
variances into the CY 2025 Operating budget.
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Board Compliance and Oversight Committee

Date: June 27, 2025
From: Karen S. Kim, JD, MPH, Chief Compliance Officer
Through: Marina Owen, Chief Executive Officer

Executive Summary

The purpose of this memo is to request approval of the State Medicaid Agency
Contract (SMAC) which is required to conduct a Dual Special Needs (D-SNP) line of
business and adoption of the Corporate Integrity Agreement (CIA) Board Resolution as
required by CenCal Health’s CIA with the Office of the Inspector General (OIG).

Background

State Medicaid Agency Contract (SMAC)

In order for CenCal Health to conduct a Dual Special Needs (D-SNP) line of business, it
must execute and sign a State Medicaid Agency Contract (SMAC) with the California
Department of Health Care Services (DHCS). The SMAC includes additional California
state specific requirements for health plans offering a D-SNP product line. The SMAC
was signed and executed by both DHCS and CenCal Health's Chief Executive Officer
in consultation with the CenCal Health Board of Directors chair on June 19, 2025, in
order to meet regulatory required submission dates.

Corporate Integrity Agreement (CIA) Board Resolution

Under CenCal Health's Corporate Integrity Agreement (CIA), the Board of Directors is
responsible for oversight over CenCal Health's compliance with Federal health care
program requirements and must annually adopt a Board Resolution stating it has made
reasonable inquiry into CenCal Health's compliance program and concluded, to the
best of its knowledge, that the compliance program is effective. A copy of the full
Board Resolution is included in the Board packet. On behalf of CenCal Health’s Board
of Directors, the Board Compliance and Oversight Committee regularly evaluates the
effectiveness of CenCal Health’s compliance program and recommends adoption of
the Board Resolution by the full CenCal Health Board of Directors.

Recommendation

Request the Board of Director’s approval of the State Medicaid Agency Contract
(SMAC) for the Dual Special Needs (D-SNP) line of business and adoption of the CIA
Board Resolution.

4050 Calle Real, Santa Barbara, CA 93110 « (805) 685-9525 - cencalhealth.org
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CenCal Health Board of Directors Resolution (2025)

The Board has made a reasonable inquiry into the operations of CenCal
Health's compliance program, including the performance of the Compliance
Officer and the Compliance Committee. Based on its inquiry and review, the
Board has concluded that, to the best of its knowledge, CenCal Health has
implemented an effective compliance program to meet Federal health care
program requirements and the requirements of CenCal Health's Corporate
Integrity Agreement with the Office of Inspector General of the Department of

Health and Human Services.

Signed by,

Kieran Shah, Board Chair

Anftonette Navarro, Board Member

Dawn Ortiz-Legg, Board Member

Dr. Edward S. Bentley, Board Member

Dr. René Bravo, Board Member

Dr. Mouhanad, Hommami,
Board Member

Sue Andersen, Board Vice Chair

Daniel Herlinger, Board Member

Joan Hartmann, Board Memlber

Nicholas Drews, Board Member

Sara Macdonald, Board Member

Lisa Moore, Board Member
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Via Email
June 13, 2025

The Honorable Mike Johnson, Speaker of the House

The Honorable Hakeem Jefferies, Minority Leader

The Honorable John Thune, Senate Maijority Leader

The Honorable Charles Schumer, Senate Minority Leader

Dear Speaker Johnson, Leaders Jefferies, Thune and Schumer,

The Cenftral Coast Health Coadlition (the Coalition) is a group of over 20 local government,
provider, and community organizations in San Luis Obispo and Santa Barbara counties
dedicated to uniting healthcare, business, and community partners to protect access to critical
health and social services. We are writing today to urge you to protect Medicaid (Medi-Cal in
California) and the access to care that it ensures over 242,000 people — 33% of the total
populafion —in our two-county region.

As the Senate considers the proposals put forward by the House of Representatives specific to
Medicaid, the Coalition remains deeply concerned about potential impacts which would
destabilize the healthcare delivery system in our areq, significantly impacting hospitals, providers,
and small businesses. Specifically, we urge our Senate leaders to consider the following:

1. The impact to hospitals if provider taxes are reduced or eliminated. Hospitals in our region
serve a disproportionately high number of Medicaid patients and are among the largest
employers in their communities. Funding cuts could force them to reduce services,
eliminate critical programs—such as maternal and child health services and 24/7
emergency care—or even lay off staff. Some facilities may even need to close, forcing
thousands of people to travel hundreds of miles to access critical care. Hospitals serve all
members of our community, whether publicly insured, privately insured, or uninsured.
Reductions in hospital services because of reduced federal funding would impact

everyone.

2. The impact of accelerated Community Engagement requirements on our county Social
Services Departments, on small community-based organizations, and on those people
who depend on Medicaid for access to health care. The Coalition understands the intent
of economic self-sufficiency, and recognizes that nationally, 92 percent of non-disabled
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adults under age 65 on Medicaid are in fact already working, in school, or have a
condition which would preclude them from such activities.! Given these facts, it is not the
concept of community engagement requirements to which we object; rather, it is the
accelerated and costly implementation of such requirements which we strongly urge
you to reconsider.

As we've seen in states like Arkansas and Georgia who piloted such requirements, the
impacts — loss of coverage for thousands of people, and an unsustainable cost of
administering such requirements laid on the shoulders of local government and
community organizations — were incongruous with the intent of the legislation. Those who
lost coverage found themselves uninsured largely due to administrative barriers with
completing work requirement verifications, not because of an inability to meet the
requirement itself. Accelerated implementation of Community Engagement
requirements (now proposed to take effect in 2026, rather than 2029) without time for
appropriate preparation by states would greatly increase the risk of widespread
coverage disruptions.

3. The destabilization of the healthcare delivery system and the economy on the Central
Coast. In addition to the impact on hospitals and providers if Medicaid funding were to
be reduced, the Coadlition recognizes that Medicaid is also the insurer for many small
businesses and their employees working lower-wage jobs. Access to affordable health
care coverage for the 242,000 people whom Medicaid covers in our region helps to
ensure access to preventive care, decrease the likelihood of absenteeism, and promote
a healthy and sustainable workforce driving economic stability in our communities.
Reductions in Medicaid funding or eligibility which would impact coverage for low-
income employees would destabilize our healthcare system and our local economy.
Preserving Medicaid funding is not just a health care priority—it is an economic necessity.

We understand the challenges faced by the Senate through the budget reconciliation process
and the needle that must be threaded across the bill's many components. We respectfully urge
Congress to protect Medicaid by opposing changes to provider taxes, extending the timeframe
in which Community Engagement requirements would become effective, and considering the
devastating impact to the healthcare delivery system and our economy should Medicaid
funding be reduced. Please protect Medicaid and work with us to ensure that all individuals
have access to the care they need to live healthy, productive lives.

Thank you for your concern for this important issue and support for a shared vision of optimal
care for the Central Coast through the Medicaid program. If you would like any more
information, please feel free to reach out to me, CenCal Health CEO Marina Owen, at (805) 685-
9525, ext. 1013, or by email at mowen@cencalhealth.org.

1 hitps://www kff.org/medicaid/issue-brief/5-key-facts-about-medicaid-work-requirements/
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Medicaid Policy Issue: Provider Taxes

Nearly All States Rely on Provider Taxes to Support Medicaid

Federal Medicaid law allows provider taxes as a mechanism to support financing for
State Medicaid programs.
o Provider taxes are in use by 49 states, and each must meet CMS approval before
they are implemented.
o The majority of states have multiple provider taxes, all of which are constructed
with the rules prescribed in federal statute and regulations.
Provider tax mechanisms serve as a critical component of the larger Medicaid funding
mix that ensures access to care —they support supplemental financing to help bridge
the gap so that Medicaid rates can be sustainable and allow investments that promote
access to care.
Provider taxes allow for increased provider reimbursement, and they keep general taxes
on the public low. Without provider taxes, states may raise taxes on their residents to
close financial gaps.

Supplemental Payments are Critical for the Viability of Medicaid (Medi-Cal) Providers

In California, provider taxes allow for increased Medi-Cal payments via supplemental
payments that keep essential providers like hospitals and nursing homes open. In CA,
provider taxes represent over $20B in support to the Medi-Cal program.

California has multiple approved provider taxes that have been approved by CMS. In
some cases, these taxes have been approved for decades and, similar to other states,
they have become a core part of how the State finances its Medicaid program.

For California hospitals, supplemental payments from provider taxes are essential.

o Of total hospital reimbursement through Medi-Cal, about 54% is from managed
care plans’ contracted rates paid to hospitals, with the remaining 46% funded
by supplemental Medi-Cal payments. Provider taxes are a significant
component of the supplemental payments that comprise nearly half of
hospitals’ Medi-Cal reimbursement.

o Across all reimbursement, Medi-Cal pays about 80 cents for every dollar it costs
for care. Without provider taxes, payments would drop to 70 cents for every
dollar.

Even with provider taxes, 60% of California’s community safety net hospitals, the
hospitals whose patient mix is predominantly Medi-Cal, are still operating at a loss
several years post-pandemic. If the provider taxes were to be significantly lowered or
eliminated, it would devastate these hospitals, leading to reduced services and
potential hospital closures.

v4/30/2025
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e In aggregate statewide, supplemental payments, inclusive of those funded by provider
taxes, bring Medi-Cal payment rates to roughly the same levels as Medicare. Even then,
the Medi-Cal rates are still approximately only half that of the average commercial rate.

e Without the supplemental payments, Medi-Cal would be far below the Medicare rates,
and access to care will worsen for Medi-Cal beneficiaries.

California’s MCO Tax Brings Critical Investments to Workforce and Provider Access

e Last November, California voters overwhelmingly (68% statewide) voted to approve
Prop 35 which invests California’s MCO tax funding into the Medi-Cal program to
improve access to care.

e California’s MCO tax supports new investments into critical Medi-Cal services
delivered by providers, including primary care, specialty care, ER services, inpatient
and outpatient hospital services, and other core health care services.

e California’s MCO tax also supports the workforce. The MCO tax allows an investment of
$75Min 2025 and 2026 that will be used to bring thousands of new doctors to CA that
will be able to serve millions more patients each year. These workforce investments will
support long-term workforce development as we know that 78% of physicians that train
in CA stay in CA.

e Any significant changes to provider tax rules will further exacerbate California’s
provider workforce shortages and access challenges in the Medi-Cal program.

v4/30/2025
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PROVIDER TAXES &
LHPC STATE DIRECTED PAYMENTS

A VITAL TOOL FOR PROTECTING HEALTH CARE ACCESS IN CALIFORNIA

QUICK TAKE: MEDICAID PROVIDER TAXES

" LocalHealth Plans o Califersic
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PROVIDER TAXES AND STATE DIRECTED PAYMENTS ARE CRITICAL FOR

THE VIABILITY OF MEDICAID (MEDI-CAL) PROVIDERS

In California, provider taxes provide
billions of dollars in additional support for
providers like hospitals and nursing homes,
helping fo stabilize these safety net
providers.

Of the total California hospital
reimbursement through Medi-Cal, 46% is
funded through supplemental Medi-Cal
payments, comprising nearly half of
hospitals’ Medi-Cal reimbursement.

Like many other states, CMS has approved
multiple provider taxes in California, many
of which have been approved for
decades. They have become a core part
of how many states finance Medicaid.

Today, 60% of California’s community
safety net hospitals, serving
predominantly Medi-Cal patients, are
operating at a loss. Elimination or drastic
reductions in provider taxes could result
in a loss of access to care for the full
population in entire regions of the state.
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STATE DIRECTED PAYMENTS

CALIFORNIA'S MCO TAX BRINGS
PROVIDERS INTO MEDICAID

A voter-passed initiative
establishes clear rules for
Medicaid funds generated by
California’s MCO tax and
ensures that 99% of those funds
are used exclusively for patient
care, healthcare provider
reimbursements, and essential
Medicaid services.

California’s 2024 MCO tax ballot
initiative earned overwhelming

VOTE support in Republican-leaning

districts across California —
including official endorsements
from the California Republican
Party and more than 50 center-
right organizations across the
state.

AUDIT With strict prohibitions against
= unauthorized use of funds,
"@ independent audits, and clear
non-supplantation rules,
California’s MCO tax law sets a
new standard of accountability
and fransparency for MCO
taxes.
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Any significant changes to
provider tax rules will further
exacerbate California’s provider
workforce shortages and access
challenges in the Medi-Cal
program.

NEARLY ALL STATES RELY ON PROVIDER
TAXES TO SUPPORT MEDICAID
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Federal Medicaid law authorizes
provider taxes to help finance State
Medicaid programs.

Provider taxes are in use by 49
states, and each must meet CMS
approval before they are
implemented.

The majority of states have multiple
provider taxes that are in
accordance with federal statute
and regulations.

Provider taxes are a crifical
component of the Medicaid
funding mix that ensures access to
care - bridging a funding gap and
playing a crifical role in meeting
the mandate to provide access to
care.
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Medicaid Policy Issue: Work Requirements

Unintended Consequences of Medicaid Work Requirements

LHPC does not support mandatory work requirements because it can lead to loss of
health insurance coverage and increases in uncompensated care. Moreover, the
Medicaid expansion has provided coverage to millions of self-employed and small-
business employees who meet the income threshold which helps our economy and
supports better health for the Medicaid population.

Work requirements have unintended consequences. By creating administrative hurdles,
work requirements cause legitimately eligible Medicaid members to lose access to
critical health services, thus increasing the rate of people without coverage and the
burden of uncompensated care.

Medicaid work requirements have been tested in other states (e.g., AK and NH).
Experience has shown that the majority of the populations subject to the requirements
were ultimately exempt or compliant, and there was a high volume of individuals who
were disenrolled due to procedural reasons who would have met the work requirements
or should have been found exempt.

Work Requirements Could Result in Over One Million Californians Losing Coverage

In California, over 60% of Medi-Cal enrollees are employed, often in seasonal or hourly
jobs with fluctuating income and without job-based health coverage. Many of these
workers are likely a part of the Medicaid expansion population who would be subject to
work requirements.

o Topindustries with employees that are covered by Medicaid: agriculture,
forestry, fishing, and mining; food service; administrative and building services;
and retail.

Learning from the experiences in Arkansas and New Hampshire, it is estimated that 1-
1.2 million Medicaid expansion adults ages 19 to 55 in California could lose coverage.
This represents nearly a quarter of CA’s Medicaid expansion population.

Should Congress with Mandatory Medicaid Work Requirements, States Need Flexibility to
Implement

While LHPC does not support mandatory work requirements in Medicaid, should Congress
impose such requirements, the following are critical policy considerations:

Allow sufficient state flexibility. Details regarding work requirements, including
exemption criteria, specific rules around work activities, processes for verifying

v4/30/2025
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employment or work activities, and other policy parameters should be defined by states
with approval by CMS, within broad rules established in statute.

Avoid significant increases in administrative costs. Implementing work requirements,
depending on how they are constructed, will introduce new costs to states in order to
implement the policy and ensure compliance.

o Congress should avoid being overly prescriptive in statute to avoid significant
new administrative costs that also have implications for federal funding, as
eligibility activities receive federal matching funds.

o Additionally, research has shown that churn off and on Medicaid is expensive,
with a cost of approximately $400 to $600 per member that falls off coverage
and subsequently regains it. This figure does not account for the additional
costs of inefficient or ineffective care when there are coverage gaps, which are
significant but more difficult to quantify.

Exemption criteria. States should be able to define exemption criteria, accounting for
unique populations (e.g., prevalent disease or health care conditions) and state-level
considerations regarding its workforce and Medicaid-enrolled populations.

Frequency of work activities verification. The more frequently enrollees must verify work
activities the higher the likelihood that they will be disenrolled due to not submitting
complete and timely information or due to clerical error. We urge Congress to allow
discretion for states to define, with approval by CMS, the frequency with which
verifications must occur.

Ownership of work requirements verification. Health plans must not be saddled with
verifying work requirement activities, as plans are not the entities responsible for
determining eligibility requirements today and are not the appropriate entity to manage
such requirements in the future. Statute must leave verification responsibilities to the
discretion of states based on how each state organizes its Medicaid program.

No retroactive disenrollments. Any work requirement policy must apply prospectively
and impact future eligibility rather than be applied retroactively.

v4/30/2025
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Medicaid Policy Issue: Program Integrity and Fraud, Waste, and Abuse

Program Integrity Activities Protect Against Fraud, Waste and Abuse (FWA)

e LHPC fully supports efforts ensure Medicaid program integrity so that the program is
efficient and sustainable for the beneficiaries who depend on it. As local, community
based, not-for-profit plans, we take our role as stewards of public dollars seriously.

e LHPC supports policies and infrastructure that:

o Facilitate identification providers and vendors engaging in FWA, and/or have
been excluded from the program.

o Facilitates system identification of members who are improperly enrolled in
multiple states or products or do not meet eligibility requirements while
balancing reasonable requirements to maintain coverage.

Plans are Actively Engaged in FWA Monitoring

e While fraud exists, CMS oversight of improper payments show the rate has been
declining and the most improper payments involve administrative errors.

e Plans have a significant role in guarding against FWA in Medicaid through provider
monitoring. In turn, MCPs are subject to audit and other oversight mechanisms to
ensure program integrity.

e Plans monitor that appropriate provider payments are made for medically necessary
and coverable services rendered. From contracting through post-payment, plans are
engaged in proactive FWA monitoring and take action to root out inappropriate
spending in the Medicaid program. While FWA is not widespread, plans’ activities to
identify and address FWA include:

o Frominitial onboarding and credentialing, plans ensure that providers are not
flagged in state and federal databases for engaging in FWA. Plans subsequently
run database checks on a regular basis and take action when necessary to
conduct more rigorous provider oversight, withhold payment, or terminate
contracts.

o Plans have dedicated units and processes embedded to conduct ongoing
monitoring of provider FWA and report those findings to regulators. These
activities include claims system configurations, claims monitoring, prior
authorization review, grievance and appeals monitoring, investigations, provider
training on proper billing, upcoding and kick-backs, and post-payment
recoveries
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Given that plans are not responsible for determining member eligibility, plans have less
of arole in protecting against eligibility inaccuracies, however, local plans provide
information or data on members’ change of addresses or contact information when
plans are made aware of such changes (e.g., returned mail).

Protecting Against Duplicate Enrollments

Local plans only operate within the state of California and do not have line of sight into
enrollment in duplicate programs or products out of state. As stated above, plans also
do not have a direct role in determining Medicaid (Medi-Cal) eligibility, however, plans
do provide the state and counties with change of address information when it is known
to support eligibility processes.
State processes for determining initial eligibility and conducting ongoing monitoring
exists today:

o Medi-Cal applications require a California address to be listed, and county

agencies leverage data sources such as Franchise Tax Board to verify
information.

Once enrolled, ongoing monitoring is conducted to ensure the member resides
in the state including Public Assistance Reporting Information System (PARIS)
matching (i.e., cross-state systems checks), and residency verification checks.
If duplicate enrollment is identified, a member’s Medi-Cal identifier is frozen
which pauses payments and enrollment.

While LHPC would be supportive of improvements to state matching processes and
existing systems that determine eligibility, there are potential pitfalls to avoid, including:
o Avoid creating unreasonable hurdles to maintain health insurance for members

who are eligible. Post-pandemic redeterminations revealed that many more
beneficiaries continued to be eligible for coverage than was anticipated,
indicating that after all necessary validation activities those members were still
Medicaid eligible.

In order to achieve cost savings, the process should not be overly burdensome
as to generate excessive new administrative costs to conduct eligibility
determinations. Consider improvements to existing matching systems or
enhancing requirements around the frequency with which states must perform
matching with other states or federal programs.

There are instances where a member could legitimately be eligible for Medicaid
and also have Other Health Coverage, for example a member enrolled in
restricted scope Medicaid. We want to ensure people are not inappropriately
disenrolled from Medicaid just because OHC is identified.
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