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                            LPPC AGENDA ITEM DETAIL SHEET	

BILL: SB2X 14 (Hernandez) Tobacco: electronic cigarettes: taxes: managed care organization provider tax: in-home supportive services

ISSUE:  Should new taxes on tobacco and related products as well as managed care organizations be created to fund needed services? 

SUMMARY:  From the Legislative Counsel Digest:  This bill imposes an additional excise tax of $2 per package of 20 cigarettes, imposes an equivalent one-time "floor stock tax" on the cigarettes held or stored by dealers and wholesalers, and indirectly increases the tobacco products tax. Imposes a tax on electronic cigarettes equivalent to the $2 per package tax imposed on cigarettes by this bill. 

Requires revenue from tobacco and electronic cigarette taxes to be used for various tobacco use prevention and research, law enforcement, medical school education, for improved payments for Medi-Cal funded services, and to backfill existing tobacco-tax funded services for any revenue decline resulting from the additional tax.
                                                  
Imposes a managed care organization provider tax (MCO tax) on health plans, with different taxing tiers based on  enrollment. Continuously appropriates funds from the MCO tax for  purposes of funding the nonfederal share of Medi-Cal managed  care rates, and transfers $230 million, to be used upon  appropriation by the Legislature, to increase the funding  provided to regional centers and to increase rates paid to   providers of service to the developmentally disabled. Repeals  the 7% reduction in hours of service to each In-Home Supportive Services recipient of services.

BACKGROUND/ISSUES/ANALYSIS:  Author's statement (From the Senate Floor Analysis).  According to the author, this comprehensive piece of legislation directly addresses the shortage of funding for California's most vulnerable communities. The author states this legislation guarantees funding to improve quality and expand access to health care for those on Medi-Cal, as well as restores funding for our developmentally disabled community, and clearly demonstrates California's commitment to help those that need it most, including seniors, children, families, and individuals with special needs. 

This bill would increase the cigarette tax by $2 a pack, and would impose an equivalent increase on e-cigarette products, which is preliminarily estimated to generate nearly $1.3 billion annually. The revenue would go towards increasing Medi-Cal reimbursement rates to help improve access to quality providers for Medi-Cal recipients, and to ensure a robust tobacco prevention program by providing increased funding for existing tobacco-funded programs including law enforcement and smoking prevention efforts. 
In addition, the legislation also would enact the Governor's most recent proposed tax on MCO and allocates the funding directly to Med-Cal managed care rates and to increase rates to providers of services to individuals served by the developmental disabilities system and regional center operations budgets by up to 10%.  

The author concludes that  this bill is a win-win for Californians as it will not only generate much needed revenue for health care and developmental services, but it will also help reduce smoking rates and deter teenagers from getting hooked on a deadly habit. The revenue generated by enacting this bill will help provide care for the most underserved and neediest communities in California.
         
DISCUSSION: This bill is a hybrid tobacco/MCO tax. While the author’s desire to fund tobacco education programs, increase Medi-Cal reimbursements rates, and improve funding for the developmentally disabled is certainly laudable, getting the two-thirds vote needed in both houses of the legislature in order to pass appears extremely unlikely.
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COUNCIL STRATEGIC PLAN OBJECTIVE:  Goal# 10: Health. Individuals with developmental disabilities understand their options regarding health services and have access to a full range of coordinated health, dental and mental health services in their community.
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