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Commission meeting but noted that this was likely his last Finance/Compliance 
committee meeting. He offered his assistance during the transition. He expressed his 
appreciation and gratitude for serving on the Commission and Finance sub-committee. He  
outlined his plans to remain active in the community and to continue serving the mission 
in diverse ways. He reminded the group that he would still be around to collaborate with 
them outside his role as Commissioner as needed. Commissioner Santamaria thanked 
him for his service and good work as well as his experience and insight. Mr. Ehrgood 
expressed his appreciation and thanked him for his contributions and engagement to 
both the Commission and the Finance/Compliance committee.  

 
7.0        Adjournment – The meeting was adjourned at 1:43 pm by Commissioner Santamaria. 
 

Respectfully submitted: 

M. Heryford 
M. Heryford 
Clerk to the Commission 
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Financial Update
Presentation to Finance/Compliance Committee
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2025 Budget by Quarter
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Q4 2025 Preliminary Financial Results
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YTD December 2025 – PY/CY
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Average Membership
Variance to Budget

Medi-Cal Membership by Month
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Medi-Cal Membership – SIS/UIS

8

Budget Variance by Major Drivers
favorable/(unfavorable)



9

Healthcare Cost
Detail by Category of Service

10

Claim Estimate Adjustments to Prior 
Quarters of the Current Year
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Hospital Utilization
Admits/1000/Yr

Note:  Hospital admission count is from inpatient authorization records, which doesn’t account for all hospital admissions.
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CY YTD Surplus/Deficit by LOB

After UIS Risk Corridor and 
Provider Rate Increases



Tangible Net Equity (TNE)
Balance at 12/31/2025 = $661.7M
Uncommitted portion = $129.6M

• Q4 includes $7M increase to claim cost estimates for prior quarters of the current year (mostly
to Q3).  This includes additional cost to account for a higher hospital admission rate and other
high-cost cases.

• YTD claim cost also includes increased LTC cost of about $8M tied to newly published DHCS
LTC rates retro to 1/1/2025.  Approximately $5.2M of this was recorded in Q3 when the rates
were published.  DHCS is evaluating potential adjustments to HPSM’s capitation rates for
2025 and may include additional funding for the increased LTC rates.  If so, this won’t happen
until around Q3 of 2026 (so potential increased revenue to HPSM).

• The cumulative UIS risk corridor recorded thru Q4 is $30.8M, which represents a return of
Medi-Cal premiums not included in the budget.

14

Q4 2025 Summary



• Cost related to provider rate increases and provider grants equals $21.6M through December
also not included in the budget.  This is expected spend of the $130M approved strategic use
of reserves.

• CareAdvantage losses are running higher than budget.  This is a combination of lower
revenue and higher healthcare cost.  Medicare revenue often improves over time with
favorable retro adjustments from risk adjustment in subsequent years.  For healthcare cost,
both hospital inpatient and hospital outpatient cost was almost 10% higher in the second half
of the year compared to the first half of the year on a PMPM basis (after adjusting for
increased membership).

• [new note] 2025 hospital admission rate is running higher in 2025 compared to 2024 for both
Medi-Cal and CareAdvantage.

15

Q4 2025 Summary
continued . . .

Questions?
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SAN MATEO HEALTH COMMISSION 
Meeting Minutes 

January 14, 2026 – 12:30 p.m. 
Health Plan of San Mateo 

801 Gateway Blvd., 1st Floor Boardroom 
South San Francisco, CA  94080 

Commissioners’ Present: Jeanette Aviles, M.D.   Kenneth Tai, M.D. 
Raymond Mueller              Manny Santamaria, Vice-Chair 
Michael Callagy Jackie Speier 
Shabnam Gaskari               Bill Graham, Chair 
Amira Elbeshbeshy 

Commissioners’ Absent: Si France, M.D. 
Ligia Andrade Zuniga 

Counsel: Kristina Paszek 

Staff Presenting: Pat Curran, Luarnie Bermudo, Courtney Sage, Ian Johansson, Chris 
Esguerra, M.D. 

1. Call to order/roll call
The meeting was called to order at 12:37 p.m. by Commissioner Graham, Chair. A quorum
was present.

2. Public Comment
There were no public comments.

3. Approval of Agenda: The agenda was approved as presented. Motion: Speier (Second:
Santamaria) M/S/P.

4. Consent Agenda: The consent agenda was approved as presented. Motion: Santamaria
(Second: Speier) M/S/P.

5. Specific Discussion/Action Items:

5.1 Election of Officers:  The Commission elects the positions of Chair and Vice-Chair
annually. These officers usually serve two one-year terms. The Commission also 
appoints the position of Clerk to the Commission annually. 

Commissioner Gaskari moved to elect Commissioner Bill Graham to serve his second 1-

AGENDA ITEM:  4.8  

DATE:  March 11, 2026 
DRAFT 
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year term as Chair of the Commission. (Second: Tai) MSP 
 
  Commissioner Gaskari moved to elect Commissioner Manuel Santamaria to serve his 

second 1-year term as Vice Chair of the Commission. (Second: Graham) MSP 
 
  Commissioner Graham moved to appoint Michelle Heryford as the Clerk to the 

Commission. (Second: Speier)  MSP 
 

5.2   Behavioral Health Treatment (BHT) Benefit Update: Luarnie Bermudo, Director of 
Provider Services, and Courtney Sage, Director of Behavioral Health, provided an 
update on the Behavioral Health Treatment (BHT) benefit. In 2024 HPSM chose to 
bring this benefit in house. It had previously been delegated to BHRS and then 
Magellan Health. They detailed the rationale, implementation process, outcomes, and 
ongoing challenges. Ms. Bermudo shared HPSMs strategic plan illustrating the six key 
areas of focus. Bringing BHT in-house aligns with all six areas, but she emphasized 
goal two about enhancing access and experience. This goal underscores HPSM’s 
commitment to improving the overall experience for their members. Ms. Sage 
explained that HPSM is responsible for providing specific behavioral health benefits 
for their members and is accountable to the Department of Health Care Services 
(DHCS) the Department of Managed Health Care (DMHC) and the Centers for Medicare 
and Medicaid Services (CMS). As noted, HPSM has at times delegated the management 
of behavioral health (BH) benefits to other parties. The scope typically includes 
management of the network, utilization review, and claims. In 2007 HPSM began 
delegating the management of the CareAdvantage (CA) BH benefits to BHRS, which is 
still in place. BHRS is managing specific Medicare benefits that extend beyond what is 
already covered by Medi-Cal. BHRS is also responsible for two of their own Medi-Cal 
BH benefits, the specialty mental health benefit and the substance abuse treatment 
benefit. HPSM is not responsible for benefits members receive from BHRS. Prior to 
2020, BHRS was contracted with HPSM for the management of the mild to moderate 
mental health benefit. The work done to transition that benefit in-house increased 
HPSM’s knowledge and capacity to support the BH needs of their members. 

 
  Ms. Bermudo shared some of their observations and experiences leading up to the 

decision to bring BHT back in-house. Post pandemic while contracted with Magellan, 
they implemented a request for proposal for BHT. They ramped up their oversight and 
monitoring and collected more data about the BHT experience. During that process, 
they discovered significant gaps. They became aware of workforce shortages and high 



 3 of 5      January 14, 2026 
Commission Meeting Minutes 

turnover. From an access standpoint, there were members who had difficulty 
receiving timely care, especially afternoon appointments. Many members experienced 
extremely long wait lists, often waiting months to receive callbacks or status of 
referrals. In addition, HPSM was an outlier compared to other plans in terms of the 
costs, but utilization was low. Because of this there was an increased rate of 
grievances. Many of these grievances escalated to the state. When that occurs, plans 
can be sanctioned and penalized. Over 23% of penalties from 2016-2020 were BHT 
related. On October 1st, 2024, HPSM began managing the benefit. During the transition 
period, they leveraged existing processes and bult on some of the lessons learned 
from bringing in mild to moderate in 2020. They built the network, gained trust from 
BHT providers, provided significant rate increases, and changed the fee schedule. The 
two grant investments approved by the Commission also increased access for HPSM 
members.  

 
  Ms. Sage shared the noteworthy decrease in grievances since bringing the benefit in-

house. In 2022, when they first noticed the spike, they initiated the discovery process, 
which included data review and stakeholder engagement. They pivoted quickly to get 
more involved in the BHT benefit to address member concerns, initiating a corrective 
action plan and scheduling bi-weekly meetings with Magellan. They also hired a 
clinical care manager in early 2023 to directly support members. The interventions can 
be seen in the reduction of the number of grievances that went to enforcement. At 
present, they are reporting an 180% increase in the number of new referrals per 
month and 50% increase in the number of utilizers per month. In Q3 of 2025 there was 
an average of 407 users. She noted that they are closely monitoring member 
satisfaction, and she admitted that there is a slight increase in the average cost per 
member, per month, which aligns with increased access. There was discussion about 
the difficulty in measuring how effective this benefit is. It was acknowledged that it is 
very complex. Part of the BHT benefit and ABA is to provide skills training for parents 
to learn how to work through certain behaviors and situations. Every case is different 
and care plans have variability in them reflecting on the individual and what support 
resources they need.  

 
5.3   2026 Health Police Outlook: Ian Johansson, Chief Government Affairs and 

Compliance Officer, provided an overview of recent and upcoming federal and state 
policy changes, including the impact of HR1, the California budget proposal, and 
anticipated coverage and funding shifts. An enrollment freeze for the unsatisfactory 
immigration status (UIS) population went into effect on January 1st of 2026. Cuts to 
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the prospective payment system (PPS) rates for federally qualified health centers 
(FQHC), the adult dental benefit and the Prop 56 dental rate elimination will go into 
effect in July. A group of individuals will also lose coverage under the satisfactory 
immigration status (SIS) because the federal government changed the definition of 
qualified non-citizens. The state has said that they are not intending to provide state 
only coverage to that group. He also spoke about the expiration of the MCO tax, which 
will reduce revenue. Mr. Johansson explained that work requirements and shortened 
redetermination periods are expected to result in the loss of coverage for 
approximately half a million Californians, with further details to be clarified in the May 
budget revise.  

He also spoke about the contrast between the governor's optimistic budget deficit 
projections and the Legislative Analyst's Office's (LAO) more conservative estimates, 
noting that the governor's proposal does not account for a potential recession and 
defers major decisions to the May revise. Commission members discussed advocacy 
efforts to extend the MCO tax. Mr. Johansson explained that state associations and 
medical groups are lobbying for an extension, but the outcome depends on federal 
negotiations. HPSM's approach to navigating these changes is grounded in 
established guiding principles, focusing on the use of reserves, community 
partnerships, and maintaining alignment with organizational values. 

5.4   501(c)(3) Update:  Chris Esguerra, M.D., Chief Medical Officer, went over recent steps 
taken in the formation of the 501(c)(3) entity that HPSM is pursuing. Members of the 
HPSM Leadership Team met with the firm of Delfino, Madden, O’Malley, Coyle, and 
Koewler along with county attorneys Kristina Paszek and John Nebbelin. Dr. Esguerra 
discussed the ongoing process of forming a 501(c)(3) foundation to expand HPSM's 
community impact, including lessons learned from other health plan foundations, 
governance considerations, funding restrictions, and the scope of activities.  

The foundation is intended to support both HPSM members and the broader 
community, enabling activities and funding not possible under HPSM's current 
structure, such as demonstration projects, rapid response to community needs, and 
partnerships with other funders. The Commission reviewed models from other health 
plan foundations, considering board composition, community representation, and 
legal requirements such as the Brown Act. They also discussed conflict-of-interest 
rules, with the goal of balancing control and community input. Commission Attorney, 
Kristina Paszek explained that HPSM funds provided to the foundation must be used 
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for public purposes within HPSM's scope, with further restrictions possible depending 
on the funding source. She also noted that the foundation can accept less restricted 
funds from other sources. 

The discussion addressed the need for dedicated foundation staff, potential shared 
services with HPSM, and the expected administrative costs, as well as best practices 
and compliance. The Commission agreed that the foundation's bylaws and articles of 
incorporation will define its scope and activities. A detailed community needs 
assessment and focus determination will be conducted after formation. 

6. Report from Chief Executive Officer: Pat Curran, HPSM CEO provided an update. He
informed the Commission of a possible February agenda item regarding HPSM
applying to participate in a Veterans Administration (VA) program to redesign VA
services in the community, with further details to be provided at a future meeting. He
explained that the VA is opening a procurement for a 10-year program to redesign
services for eligible members. HPSM may consider applying to be on the list of
organizations for potential procurement. The initial step involves no commitment and
aligns with HPSM's mission.

7. Other Business:  There was no other business.

8. Adjournment: The meeting was adjourned at 2:10 pm by Commissioner Graham.

        Submitted by: 

M. Heryford, Clerk of the Commission

M. Heryford
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Behavioral Health Treatment (BHT) Update

Our objectives today
• Provide context and background on BHT in San Mateo

County

• Share the HPSM BHT Experience:  Pre and Post Magellan
Contracting

• Share insights on lessons learned and identify areas of
opportunities
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• Strategic Plan and Organizational Priority

• Background and Context

• Before: Contract Out Experience

• After: In-House Experience

• Lessons Learned
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Agenda

HPSM’s 2024-2028 Strategic Plan
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Area of Focus 1: 
Better Health Care Experiences 
and Outcomes for all Members

Area of Focus 2: 
Thriving Organizational 
Capacity and Resilience

HPSM 2024-2028 Strategic Plan:
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We will increase access to high-
quality member-centered care.

Goal 2:  Enhance Access & Experience
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Network dashboard: top priority needs

Primary Care

Behavioral Health

Gender Affirming

Ophthalmology

Primary Dental

NEMT

CalAIM

Doula

Dental Specialty

Speech/Occupational 
Therapy

OB/GYN

Neurology LTC/SNF

Community Health 
WorkersOptometry

X 
Ax

is
: H

PS
M

 M
em

be
r A

cc
es

s P
ri

or
ity

Provider Investment FundA

Behavioral Health



• Strategic Plan and Organizational Priority

• Background and Context

• Before: Contract Out Experience

• After: In-House Experience

• Lessons Learned
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Agenda
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HPSM Contracting Out BH Benefit 

Care 
Advantage*

2007 
BHRS*

Mild to 
Moderate 

Mental Health

2014-2020 
BHRS

2020
HPSM

BHT/ABA 2016-2018 
BHRS

2018-2024 
Magellan 

2024
HPSM

* BHRS is also contracted with HPSM for some Hwx responsibilities, but this is not listed here due the very small population

* BHRS is contracted with HPSM for specific MH and SUD services that are covered by Care Advantage.

Medid -di-Cal Medddi aCaC
HWxHWx

Care Advantage

BHT/ABA 2016-2018 
BHRS

2018-2024 
Magellan 

2024
HPSM

* BHRS is contracted with HPSM for specific MH and SUD services that are covered by Care Advantage
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The BHT/ABA benefit

Medi-Cal benefit Under age 21

With or without an 
autism diagnosis

Requires provider 
Referral 

Requires caregiver 
involvement

Time intensive 
(multiple hours and 
days per week)

• Strategic Plan and Organizational Priority

• Background and Context

• Before: Contract Out Experience

• After: In-House Experience

• Lessons Learned
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Agenda
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Landscape Analysis

Network Gaps and Community 
Feedback
Provider shortages, rate 
concerns/transparency and provider 
satisfaction concerns

Appointment Availability Impacts
Waitlists and alternative appointment 
time gaps for families

Systems and Data
Lack of systems and transparency to track 
appointment matching and follow up

Facilitating Access to Services
Referring providers unclear on 
referral outcomes and families 
needing more support for 1st appts

Financial Impact
High cost (~8.9 Million 2024) , 
low utilization (HPSM 
utilization lower than state 
average)

Regulatory Impact
High grievance rates and  
23% (~$47K) of HPSM 
penalties between 2016-2020 
were BHT related

12

Decision Timeline

Landscape 
AnalysisRFP De-Delegation Transition

Stakeholder 
feedback, 
Network Gaps, 
Financial and 
Regulatory 
Impacts

Rolled out HPSM 
RFP process for 
BHT

Decision to end 
contract with 
Magellan and 
bring BHT 
benefit back “in-
house”

State filing and 
approval, 
transition 
agreement with 
Magellan, 
Network 
onboarding and 
system 
improvement

2020-2021 2021-2023 2023-2024
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Areas of focus for transition

Provider Network
Quality and Adequacy

Network Rates and Investments

Member Experience
Notifications 

Seamless transition

Systems/Processes 
Development of processes and trainings

RMS system updates

Staffing
BH team- 5 of 6 team members are bilingual Spanish speaking

Provider Services

Regulatory compliance
NCQA Accreditation

DHCS and DMHC

• Strategic Plan and Organizational Priority

• Background and Context

• Before: Contract Out Experience

• After: In-House Experience

• Lessons Learned

14

Agenda
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DMHC Grievances

0
1
2
3
4
5
6
7
8

DMHC Grievance and Outcome BHT

Went to Enforcement Did NOT go to Enforcement

16

BHT Access Metrics
Q1 2024 

(Magellan)
Q1 2025 
(HPSM)

Q3 2025
(HPSM*)

Observations
Q1 2024 to Q3 2025

Network Provider Groups 35 40 42 + 20%

Avg # of New Referrals/Mo 20 47 56 + 180%
Avg # of Utilizers/Mo 271 358 407 + 50%

Avg # of Hours/Mo 30 30 35* +16%
Member satisfaction- Survey 66% N/A 75% +13%
Avg Cost Per Member Per Month $2,710 $2,452 $2,915* + 7.6%*

*significant IBNR



• Strategic Plan and Organizational Priority

• Background and Context

• Before: Contract Out Experience

• After: In-House Experience

• Lessons Learned

17

Agenda

• Oversight and Monitoring over provider and member access
and experience

• Prioritize resource and time investment

• Leveraging existing systems and functions

• System enhancements to support referral network

• Incorporate feedback from stakeholders (e.g. community,
providers, members, etc.)

18

Lessons Learned



“ABA referrals through HPSM BHT are my FAVORITE referrals to make.  
The process is clear, simple, unencumbered.   Kids get connected –
and if families are having trouble, it’s SUPER easy to get help to figure 
out what’s going on.   The team that manages the referral support 
email responds quickly, reliably… with useful, practical information. 
The ABA referral/matching process through HPSM BHT should be the 
model for all forms of developmental care coordination.   Providers’ 
lives would be easier, and patients would more consistently get the 
care they need.”
-Provider at Gardner Packard Children’s Health Center
2025

19

Feedback from Referring provider:

• Appreciate they are getting call back

• Being matched to a specific provider

• So grateful to get an explanation of the and get their
questions answered

• Appreciate that our network is flexibly and individualized

20



Thank you

21

Behavioral Health Coverage Structure
Several parties may be involved in the management of the Medi-cal
Behavioral Health Benefit for a member
• Managed Care Plan (HPSM)

– Non-specialty Mental health (NSMH)

– BHT/Applied Behavioral Analysis(ABA)

• Mental Health Plan-(BHRS)
– Specialty Mental Health (SMH)

• Drug Medi-Cal Organized
Delivery System(BHRS)
– Substance use treatment

22

Medi-cal
Managed 
Care Plan 

(HPSM)

County 
Substance Use 

Disorder 
Services (BHRS)

County 
Mental 

Health Plan 
(BHRS)



Magellan: Overall, how satisfied or dissatisfied are you with Magellan’s Autism Support Services? 

23

Member Experience
Number of 
Respondents

Overall 
Satisfaction

HPSM Q1: Liking the services Received 24 (5.5%) 78.1% (agree & 
Strongly Agree)

HPSM Q2:Would choose this provider in the 
future

24 (5.5%) 75.9% (agree & 
Strongly Agree)

Magellan-2024 13 (3.4% 66.7%

*Calculated from the full BH member experience survey which includes BHT and NSMH services

• 78.1% liked the services they received (agree or strongly
agreed)

• 75.9% Would chose this provider again in the future (agree or
strongly agree

• 66.7% Overall, how satisfied or dissatisfied are you with
Magellan’s Autism Support Services?

24



DMHC Grievances- BHT

25

25.6%

0%
0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

Before 10/1/24 10/1/24 and after

Percentage of DMHC Grievances with Enforcement 
or Potential Enforcement

Redline indicates date of De-delegation

0/9

10/39

47 of the 48 DMHC grievances for BHT were filed by Legal Aid

26

DMHC Grievances by member language
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BHT Benefit
Eligibility Criteria

• Under 21 for whom a licensed physician, surgeon, or psychologist determines that BHT services are
Medically Necessary, regardless of diagnosis. They must be medically stable and not have need for 24 hour
medical/nursing monitoringgmedical/nursing m/ g

Provider Types
• Qualified Autism Service Provider: Board Certified Behavior Analyst (BCBA), Licensed Practitioner
• Qualified Autism Service Professional:  Associate Behavior Analyst (ABA), Behavior Analyst, Behavior

Management Assistant, Behavior Management Consultant
• Qualified Autism Services Paraprofessional:  Paraprofessionald Autism Services Paraprofessional:  Paraprofessional• QualifiedQualified

Services
• Behavioral-Analytic Assessment and development of behavioral treatment plan
• BHT services such as Applied Behavior Analysis, and other evidence based behavioral intervention services
• Observation and Direction

Sources:  CMS SPA https://www.dhcs.ca.gov/formsandpubs/laws/Documents/SPA14-026.pdf, https://www.dhcs.ca.gov/formsandpubs/laws/Documents/CA_SPA_18-011package.pdf
   APL 23-010 https://www.dhcs.ca.gov/formsandpubs/Documents/MMCDAPLsandPolicyLetters/APL2023/APL23-010.pdf

28

Background

Starting in 2022 
increased challenges 

for members 
accessing BHT/ABA 

services. 

In 2023, HPSM 
determined that 

bringing the BHT/ABA 
benefit in house was 

the best course of 
action. 

Through out 2023, 
HPSM organized 

across departments 
to ensure readiness  

to manage the 
benefit in-house. 

Starting on 10/1/ 
2024 HPSM began 

managing the 
BHT/ABA benefit. 



• Magellan BHT contract end date is 12/31/23

• Data Shared in a 9/21 commission meeting
– Estimated annual fees:

• Year 1: $5,786,490

• Year 2: 6,201,910

– 2020 unique members served in a quarter

• 269 (0-7: 63%, 8-20: 37%

• Current Capitated PCPM
– 0-6: $2,690

– 7+: $1,946

29

Current State-contract and rates (2023)
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2026 Health Policy Agenda
• 2025 Health Policy Recap

• 2026 California Budget Proposal

• Implementation of HR.1 in 2026

• Next Steps

2



2025 Health Policy Recap

2025 Health Policy Recap
• Federal

– HR.1 (One Big Beautiful Bill Act, OBBBA) signed into law July 4, 2025

• California
– 2025-26 CA Budget signed into law in June 2025

4

2025 Recap



2025 Federal Recap

HR.1 & 2025-26 Budget Impacts

6

2025

• Ban on payment to
prohibited entities

• Elimination of WQIP

2026

• Qualified non-
citizen eligibility
change

• MCO Tax expiration
• Emergency Medi-

Cal match rate
change

• UIS enrollment
freeze (01/26)

• UIS PPS cut
• UIS dental cut
• Prop 56 dental cut

2027

• 6-month
redeterminations

• Work Requirements
• Retroactive

coverage limitation
• UIS premiums

2028

• $35 copays
• Work Requirements

(if delayed)
• Provider tax

reduction start
• State directed

payment reduction
start

2025 State Recap



Effect on HPSM
• Less federal funding = pressure on CA budget
• California will need to consider changes to Medi-Cal

– Payment to Planned Parenthood from State-only funds?

– Implementation of copays

– Implementation of work requirements

– Modification of State Directed Payments, provider & managed care
organization taxes

• We (HPSM) will need to consider effects of state and federal cuts
on our network and members

7

2025 Recap

What do we do, now?
• Evaluate decision making

• Consider decisions for the 2026 HPSM budget

• Monitor for direction from the State

• Continue the discussion with the Commission

8

2025 Recap



2026 California Budget Proposal

State Budget Timeline
• Where are we in the process?

10

January 
Proposal

May 
Revise

Signed 
Budget

We are here

2026 CA
Budget



January Budget Proposal
• Estimated $2.9 billion deficit

• No new spending proposed

• Focus on implementing programs and funding reductions
already effect
– Up to, and from the 2025-26 California Budget agreement

11

2026 CA
Budget

January Budget Proposal
• Governor’s Office estimations

– $43 billion in new revenues

• No inclusion or estimation of economic downturn

• Acknowledgement that estimations, and proposed actions
may change
– Starting with the May Revise

12

2026 CA
Budget



Key considerations
• Legislative Analyst’s Office (LAO) budget deficit estimate @

$18 billion

• LAO estimates significant structural deficits beginning 2027-
28 fiscal year
– $38 billion in the first year

• January Budget estimates are significantly smaller
– ~$15 billion 2026-27, and ~$16 billion 2027-28 ($22 billion shortfall)

13

2026 CA
Budget

Impacts to Medi-Cal
• 2026 Budget Proposal Summary estimates ~$3 billion in

funding shortfalls in Medi-Cal due to HR.1
– $1.1 billion due to MCO tax expiration

– $373 million to implement community engagement (work)
requirements

– $463 million to implement 6-month redeterminations

– $653 million to Hospital Quality Assurance Fee (HQAF) modification

– $658 million to reduction in federal matching rate for emergency
Medicaid

14

2026 CA
Budget



Impacts to Medi-Cal
• October 1, 2026, several groups under the “qualified non-

citizen” eligibility group will be moved to restricted Medi-Cal
– The cost for State-only coverage is estimated to be $768 million, and is

not included in the budget proposal

• 2025-26 budget cuts will go into effect as previously
disclosed

15

2026 CA
Budget

Cuts in the 2025-26 Budget
• Cuts to coverage for members with Unsatisfactory

Immigration Status (UIS) [mm/yy]
– Enrollment freeze for ages 19 and up [In Effect]

– Elimination of the Prospective Payment System (PPS) [“wrap
payment”] for FQHCs and RHCs [07/26]

– Elimination of dental care ages 19 and up [07/26]

16

2026 CA
Budget



Cuts in the 2025-26 Budget
• Other cuts

– Eliminates Prop 56 payments for dental [07/26]

17

2026 CA
Budget

Implementation of HR.1 in 2026



Implementation forecast
• Qualified non-citizen definition change (10/26)

• Work requirements (01/27)

• Redetermination 12  6 months for expansion group (01/27)

• Limited retroactive coverage (01/27)

19

Forecast

Implementation forecast
• January budget indicates newly ineligible non-citizens will

be moved to limited-scope (emergency) Medi-Cal
– Not shifted to state-only full-scope coverage

• DHCS has begun releasing draft guidance to counties and
plans

20

Forecast



What’s next
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Big Picture



Effects on HPSM (graphic)
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Big Picture

Approaching uncertainty with clear high-level 
priorities

• Core operations to uphold our mandate
as a local, community-organized Medi-Cal
and Duals plan

1
• Long-standing precedents aligned with

our Mission, Vision, and local priorities2
• New opportunities to consider to advance

our strategic goals, including long-term
sustainability

3

Big Picture



Grounded in our HEALTHY values

• Health care that puts members at the center of everything we do.
• Equitable access to quality services and supports for all members.
• Advocacy for members disproportionately impacted by health

inequities.
• Local health care based in San Mateo county provided in partnership

with community resources.
• Transparency and accountability achieved through local governance.
• Honesty is the core of our service to members, providers, business

partners and the community.
• You - because HEALTHY is for everyone!
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Big Picture

Next 4 months (through May 2026)
• Monitor for signs of budget health

– LAO estimates, economic trends, DHCS communication

• Monitor for finalized DHCS guidance on 2025-26 & HR.1
implementation

• Continue conversation with the Commission on real-world
impacts & potential decision making

26
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Questions?



Invest for the Future 
HPSM Strategic Goal 6
Update on our 501(c)(3) Formation Effort

January 2026
Chris Esguerra, MD

• Provide a recap of our journey and discussions for the new
entity

• Update on the work towards the 501(c)(3)

• Future Decisions

Agenda

AAttachment 3 of 3



3

We will ensure HPSM's long-
term sustainability to advance 
our mission, by evaluating and 

pursuing opportunities to 
expand or invest differently.

Goal 6: Invest for the Future

All investments of HPSM 
reserves were made applying 
our impact criteria.

Future 
Investment

6

Primary Care Investments
Provider Rates
Baby Bonus



Grounding: approaching uncertainty 
with clear high-level priorities

• Core operations to uphold our mandate
as a local, community-organized Medi-
Cal and Duals plan

1

• Long-standing precedents aligned with
our Mission, Vision, and local priorities2

• New opportunities to consider to
advance our strategic goals, including
long-term sustainability

3

6

Prioritization of themes

Commission Retreat Prioritization
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Alternative 
access to care

Communication Communication 
and health 
education

Housing
Member Member 
Voice & 

Experience

Incubator
for pilots

Convener and Data Hub 
(incl. Focus on Navigation)Benefit/service Benefit/service 

integration
(incl. BH)

Supplemental 
benefits

Specific Provider &Specific Provider & 
Primary Care 
Investments

1. Core Operations 2. Long-standing precedents 3. New opportunities

Addtnl. risk 
stratification

Childcare

Career pathways (incl. 
CHWs)

Extending 
coverage

HPSM as 
owner/operator

Retreat x HPSM Leadership Prioritization

Addtnl. Food 
as medicine
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Top priorities in brief

HowHowWhatWhat

• Employment (incl. CHWs)*
• Supporting Housing Access*
• Service & System Navigation*
• Childcare
• Behavioral Health ecosystem*
• Food as Health*
• Preserving Healthcare Coverage

• Strong support for HPSM
leveraging our strengths as a
convener and data hub

• Endorsement to continue our
precedent of piloting
integration efforts

* Early exploration and/or piloting underway in these areas
Emerging priority

8

Timeline

HPSM Strategic Plan 
2024-2028

Leadership Team 
Preparations for 
Investing for the 

Future 

Commission Retreat

Leadership Team 
further work to 

consolidate findings 
from retreat

Reflect retreat 
results and findings 

to Commission

Leadership Team 
efforts on priority 

areas

Present 
consideration to 
Commission for 

discussion and input

Authorize HPSM to 
proceed with work 

to form the 501(c)(3)

Update on 501(c)(3) 
progress
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Why a New Entity?

New Capabilities, Community Impact

• Focuses on the community broadly
• Anchor funder

• Receiving and distributing
• Organizer and convener
• Entity as operator
• Testing and learning

• Supporting and/or deploying
pilots

Address HPSM’s Limitations

• Focus on core operations as defined
by regulations and longstanding
precedents

• Efforts limited to HPSM members

Legal

• 501(c)(3)
Foundation

Governance

• Strong HPSM
influence on
the board
with
community
voice

Mission

• Align with
HPSM
• Serve the

community,
with a focus
on those
with higher
needs

Capabilities

• Align
private/public
funding

• Leverage
HPSM’s
expertise

10

The What: New Entity Considerations
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Summary

Defined the why and 
broadly the what 
501(c)(3) focused on 
San Mateo County

Authorized HPSM to 
begin the process of 
legally establishing 
the 501(c)(3) 
organization

What 
we did Decide on articles of 

incorporation, 
bylaws, funding

What 
we will 

do

Current Progress
• Engaged with firm Delfino Madden to assist with 501(c)(3)

formation

• Gathered information from IEHP Foundation

• Learning process, key decisions, and key boundaries

12



Learnings to Share: IEHP Foundation

13

IEHP Foundation

• Board
• 11 members, 2 designated by IEHP CEO (bylaws indicate at least 7 members)

• Focus
• Inland Empire and surrounding communities
• Invest in the strength and capacity of local community-based organizations
• Focusing on those serving families with children in low income

communities with the poorest health outcomes
• How

• Build organizational strength
• Systems change

Learnings to Share: HPSM funding

14

HPSM Funding of a Foundation

• Must be a public purpose
• Purpose is within HPSM’s scope
• HPSM’s funding can be restricted to fulfill

requirements



Foundation Scope, Activities, and 
Governance

15

Nonprofit Scope

• Employment (incl. CHWs)
• Supporting Housing

Access
• Service & System

Navigation
• Childcare
• Behavioral Health

ecosystem
• Food as Health
• Preserving Healthcare

Coverage

Nonprofit Activities

• Funding and supporting 
organizations that support
the scope

• Help develop community
capabilities to fulfill the
scope when there are no
existing resources

Governance

• Considerations
• Conflicts of interest

rules (for HPSM and 
from IRS for nonprofit)

• Brown Act
• Election of directors

• Election by Nonprofit
board

• Selected by CEO
• Length of terms

Are there other activities we 
wish to consider?

What we will recommend and decide

• Funding

• Articles of Incorporation

• Bylaws

16



Thank you



MEMORANDUM 

DATE: March 4, 2026 

TO: San Mateo Health Commission 

FROM: Patrick Curran, CEO 

RE: Recommendation to terminate contract with San Mateo County and City of San Mateo for the 
Healthworx Program  

Recommendation: 
We recommend that HPSM not renew its three-year agreement with San Mateo County to continue the 
Healthworx program, as well as notify the City of San Mateo about the end of the program. The current 
Healthworx agreement expires on December 31, 2026. 

Background: 
This program is one that HPSM administers for approximately 1,300 IHSS workers through San Mateo County, 
as well as a very small number (less than 15) part-time employees with the City of San Mateo. HPSM has 
administered this program for many years, and the enrollment has not changed significantly during that time. 

Over the past few years, the Department of Managed Health Care (DMHC) has removed many of the previous 
flexibilities we had in administering this program. Now we must follow all the rules and report requirements of 
any commercial health plan. This causes a disproportionate amount of work for our teams, diverting staff 
resources which we need for our core programs. In 2024, we engaged Health Management Associates (HMA), 
in collaboration with San Mateo County Health, to explore ways to expand or revise this program, including 
participation in Covered California, but no path forward was feasible.  

Since our three-year agreement to administer the program ends in December 2026, we engaged in discussions 
during 2025 with San Mateo County Health about alternatives. We believe that they are developing coverage 
options for this subset of IHSS workers. We have therefore decided to make this recommendation to the 
Health Commission to not renew our three-year agreement and end the Healthworx program in December 
2026. We will incur additional expenses in 2027 to close out the program and ensure all claims are paid, but 
that work should not extend beyond 2027. 

We do not take this recommendation lightly. However, we saw no path forward to growing membership and 
making the program sustainable, and unlike our core programs, including Medicare, Medi-Cal and ACE, there 
are other coverage options for these individuals. 

Financial Implications: 
Due to the small membership in this product (1,300), the actual experience of the plan fluctuates widely, 
making it difficult to predict the financial impact. However, we know that we will be able to better allocate 
and prioritize staff time and resources to our remaining lines of business that have been allocated 
disproportionately to Healthworx because of increasing regulatory requirements. 

AGENDA ITEM:      5.1                     

DATE:    March 11, 2026                                 



 

RESOLUTION OF THE 
SAN MATEO HEALTH COMMISSION  

 
IN THE MATTER OF DISCONTINUING ADMINISTRATION OF THE HEALTHWORX PROGRAM. 
 

RESOLUTION 2026 -    
RECITAL:  WHEREAS, 
 

A. HPSM has administered the Healthworx program on behalf of approximately 1,300 individuals for         
many years in a full-risk contract; and 

B. The administrative burden of the program has increased significantly in the past few years due to 
elimination of flexibilities by the Department of Managed Health Care; and 

C. HPSM has not identified viable pathways to grow the program in a manner that would make it 
sustainable in the long-term; and 

D. Therefore, HPSM recommends terminating the Healthworx program at the end of 2026 and ensure 
a smooth transition for the 1,300 individuals in the program to other forms of health coverage.  
 

NOW, THEREFORE, IT IS HEREBY RESOLVED AS FOLLOWS: 
 

1. The San Mateo Health Commission approves notification to San Mateo County, the City of San 
Mateo, and the State of California Department of Managed Health Care to terminate the 
Healthworx program at the end of December 2026. 

2.    Authorizes the CEO to take actions internally and externally to carry out this termination. 
 
PASSED, APPROVED, AND ADOPTED by the San Mateo Health Commission this 11th day of March, 2026, by the 
following votes: 
 
AYES:   
 
NOES:   
 
ABSTAINED:  
 
ABSENT:   
       _________________________________ 
        Bill Graham, Chairperson 
               
ATTEST:       APPROVED AS TO FORM: 

 
BY: _________________________    _________________________________ 
         M. Heryford, Clerk     Kristina Paszek 
        DEPUTY COUNTY ATTORNEY 

DRAFT 



Invest for the Future 
HPSM Strategic Goal 6
Update on our 501(c)(3) Formation Effort

March 2026
Chris Esguerra, MD

Agenda Item: 5.2

Date: March 11, 2026

• Provide a recap of our journey and discussions for the new
entity

• Update on the work towards the 501(c)(3) and discussions

• Further Decisions

Agenda
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We will ensure HPSM's long-
term sustainability to advance 
our mission, by evaluating and 

pursuing opportunities to 
expand or invest differently.

Goal 6: Invest for the Future

All investments of HPSM 
reserves were made applying 
our impact criteria.

Future 
Investment

6

Tangible Net Equity (TNE)
Balance at 12/31/2025 = $661.7M
Uncommitted portion = $129.6M



Grounding: approaching uncertainty 
with clear high-level priorities

• Core operations to uphold our mandate
as a local, community-organized Medi-
Cal and Duals plan

1

• Long-standing precedents aligned with
our Mission, Vision, and local priorities2

• New opportunities to consider to
advance our strategic goals, including
long-term sustainability

3

6

Prioritization of themes

Commission Retreat Prioritization
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Alternative 
access to care

Communication Communication 
and health 
education

Housing
Member Member 
Voice & 

Experience

Incubator
for pilots

Convener and Data Hub 
(incl. Focus on Navigation)Benefit/service Benefit/service 

integration
(incl. BH)

Supplemental 
benefits

Specific Provider &Specific Provider & 
Primary Care 
Investments

1. Core Operations 2. Long-standing precedents 3. New opportunities

Addtnl. risk 
stratification

Childcare

Career pathways (incl. 
CHWs)

Extending 
coverage

HPSM as 
owner/operator

Retreat x HPSM Leadership Prioritization

Addtnl. Food 
as medicine
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Top priorities in brief

HowHowWhatWhat

• Employment (incl. CHWs)*
• Supporting Housing Access*
• Service & System Navigation*
• Childcare
• Behavioral Health ecosystem*
• Food as Health*
• Preserving Healthcare Coverage

• Strong support for HPSM
leveraging our strengths as a
convener and data hub

• Endorsement to continue our
precedent of piloting
integration efforts

* Early exploration and/or piloting underway in these areas
Emerging priority

8

Timeline

HPSM Strategic Plan 
2024-2028

Leadership Team 
Preparations for 
Investing for the 

Future 

Commission Retreat

Leadership Team 
further work to 

consolidate findings 
from retreat

Reflect retreat 
results and findings 

to Commission

Leadership Team 
efforts on priority 

areas

Present 
consideration to 
Commission for 

discussion and input

Authorize HPSM to 
proceed with work 

to form the 501(c)(3)

Update on 501(c)(3) 
progress
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Why a New Entity?

New Capabilities, Community Impact

• Focuses on the community broadly
• Anchor funder

• Receiving and distributing
• Organizer and convener
• Entity as operator
• Testing and learning

• Supporting and/or deploying
pilots

Address HPSM’s Limitations

• Focus on core operations as defined
by regulations and longstanding
precedents

• Efforts limited to HPSM members

Legal

• 501(c)(3)
Foundation

Governance

• Strong HPSM
influence on
the board
with
community
voice

Mission

• Align with
HPSM
• Serve the

community,
with a focus
on those
with higher
needs

Capabilities

• Align
private/public
funding

• Leverage
HPSM’s
expertise

10

The What: New Entity Considerations
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Summary

Defined the why and 
broadly the what 
501(c)(3) focused on 
San Mateo County

Authorized HPSM to 
begin the process of 
legally establishing 
the 501(c)(3) 
organization

What 
we did Decide on articles of 

incorporation, 
bylaws, funding

What 
we will 

do

Current Progress
• Engaged with firm Delfino Madden to assist with 501(c)(3)

formation

• Gathered information from IEHP Foundation

• Learning process, key decisions, and key boundaries

12



Learnings: IEHP Foundation
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IEHP Foundation

• Board
• 11 members, 2 designated by IEHP CEO (bylaws indicate at least 7 members)

• Focus
• Inland Empire and surrounding communities
• Invest in the strength and capacity of local community-based organizations
• Focusing on those serving families with children in low income

communities with the poorest health outcomes
• How

• Build organizational strength
• Systems change

Foundation Scope, Activities, and 
Governance

14

Nonprofit Scope

• Employment (incl. CHWs)
• Supporting Housing Access
• Service & System Navigation 

that promotes Access
• Childcare
• Behavioral Health ecosystem
• Food as Health
• Preserving Healthcare

Coverage

Nonprofit Activities

• Funding and supporting 
organizations that support the 
scope

• Help develop community 
capabilities to fulfill the scope 
when there are insufficient 
existing resources

• Leverage and align dollars 
from other funders to fulfill
scope

• Facilitate testing and 
evaluation of new models to 
promote innovation

Governance

• Considerations
• Conflicts of interest rules (for 

HPSM and from IRS for 
nonprofit)

• Brown Act
• Election of directors

• Election by Nonprofit board
• Selected by CEO
• Length of terms



Scope Language
The specific purposes of this corporation are to ensure San Mateo County’s underserved 
residents have access to high-quality care services and supports so they can live the healthiest 
lives possible by: 

15

(i) providing financial and other forms of support for charitable and educational programs and organizations
in San Mateo County and surrounding communities, including but not limited to programs that promote
employment opportunities in healthcare, housing access and stability, service and system navigation to
promote access to healthcare for individuals and families, access to affordable childcare, food security and
nutrition initiatives, behavioral health services and supports, and efforts aimed at preserving healthcare
coverage for underserved residents;

(ii) providing support to and promoting activities and programs that meet unique or underserved healthcare
needs and healthy living in innovative ways, and ensure the availability of and access to high-quality care
services;

(iii) engaging in any other activities in furtherance of the purposes for which the corporation is formed; and

(iv) receiving, investing and utilizing funds, property and in-kind materials or services acquired through the
solicitation of contributions, donations, grants, gifts, and bequests and the like for the purposes for which
the corporation is formed.

Governance Discussion

16

• Keep the number of 501(c)(3) board members reasonable
• HPSM CEO can designate 501(c)(3) board members (control)
• HPSM CEO can remove a designated 501(c)(3) board member (control)
• The 501(c)(3) board can elect to remove an elected director by majority
• Bylaws can set a high bar for changes (durability, binding to HPSM mission)

What we 
have 

learned

• 5 board members, 3 selected by HPSM CEO (nuance discussion)
• HPSM CEO can remove designated 501(c)(3) board member (not elected)
• 501(c)(3) board can elect to remove an elected director by majority
• 4/5 vote needed to update Bylaws (nuance discussion)

Our 
proposal



Governance Options to Discuss
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501(c)(3) Board 
appointment

501(c)(3) bylaws 
and articles 

changes

Option 1: HPSM CEO appoints 3 of 5. Appointee can be a 
HPSM Commissioner or former Commissioner

Option 2: HPSM Commission appoints 3 of 5. Appointee 
canNOT be a current or incoming HPSM Commissioner

Option 1: HPSM Commission has the right to approve 
substantial changes to 501(c)(3) bylaws and articles after 
4/5 approval vote from foundation board

Option 2: 501(c)(3) bylaws and articles change can occur 
upon 4/5 approval vote from foundation board

Learnings: HPSM funding
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HPSM Funding of a Foundation

• Must be a public purpose
• Purpose is within HPSM’s scope
• HPSM’s funding can be restricted to fulfill

requirements



Funding
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• Articles of Incorporation and Bylaws of the 501(c)(3) define its activities
• IRS regulations over 501(c)(3)
• Restricted gift agreement for HPSM funds (only HPSM can modify the

terms of the gift)

Safeguards

• One time, $25,000,000 restricted gift1

• ~20% of uncommitted reserves
• Restricted gift language to align with HPSM’s mission, boundaries of use

of funds, and define reporting and accountability

Proposal

1 These funds would not be counted towards HPSM’s medical expense or incurred claims

Forthcoming:
What we will recommend and decide
• Articles of Incorporation

• Bylaws

• Funding and Restricted Gift Agreement

20



Thank you



MEMORANDUM 

DATE: March 4, 2026 

TO: San Mateo Health Commission 

FROM: Patrick Curran 

RE: CEO Report – March 2026 

Application for Veterans Affairs IDIQ 
HPSM is planning to apply to participate in the ten-year VA procurement process to improve 
Community Care Connect (CCN), the component of the health care program that incorporates health 
care services to VA members in non-VA facilities. Approximately 50% of the care to the 9.2 million VA 
beneficiaries is provided outside the VA. This application does not commit HPSM to participate in any 
program; it allows HPSM to participate in work group meetings and be able to bid on future projects. 
We believe that improving access and care for veterans is central to our mission. 

On February 26th I was invited to participate in a session in Washington, DC hosted by the White 
House to provide input regarding how to improve services to VA members. HPSM was one of only a 
few local community plans invited to this session, in which we emphasized the need for local 
engagement of providers, community organizations, and especially veterans themselves, to design 
improvements to the system. 

HR1 
Much of the work happening in HR1 implementation relates to the rules surrounding work 
requirements, the so-called Community Engagement criteria. Since states will need to start 
implementing this component as part of the qualification process for Medicaid beginning in January 
2027 (for adults in the Medicaid expansion aid category), the state of California and counties are 
working on ways to make that process as streamlined as possible. Since adult expansion members will 
also need to re-enroll every six months, this work is critical to ensuring people retain coverage. 

HPSM Budget Update in May 
By May we will begin to see early 2026 trends in both enrollment and overall financial performance 
due to the changes made in Medi-Cal enrollment (such as the ending of pandemic enrollment 
flexibilities and limits to UIS adult member enrollment). We will also have insight into our Q1 financial 
situation to see if we can identify any trends related to state and federal policy changes. Our May 
Commission meeting will also include the approval of our 2025 audited financial statements. Finally, 
though the official state May Revise may not be announced until May 14th (the day after the Health 
Commission meeting), we hope to communicate insights regarding the upcoming 2026-27 state 
budget. 

AGENDA ITEM:     6.0

DATE:   March 11, 2026                                
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