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Background 
 
In April 2003, the Managed Risk Medical Board (MRMIB) awarded a contract to MAXIMUS, Inc. 
to perform administrative vendor (AV) services for the Healthy Families Program (HFP), the 
Single Point of Entry (SPE) and the Access for Infants and Mothers Program (AIM) for the 
contract period of April 23, 2003, to December 31, 2008.  In March 2008, the Board approved a 
one (1)-year contract extension to December 31, 2009 at the existing contract rate in 
recognition of the contractor’s superior performance.   
 
Aware that the original contract period was ending, MRMIB staff began preparing to conduct a 
procurement process for the AV services. Staff estimated that the procurement process 
including a possible turnover period (if a new vendor were successful) would take at least 24 
months.  In late 2008, MRMIB sought the additional resources necessary to conduct the 
procurement process but was not successful in obtaining them. Because MRMIB was very 
satisfied with the performance of the vendor (see Section I below), staff then advanced an 
alternate proposal to negotiate a no-cost long-term extension with the existing contractor.  This 
approach was approved in January 2009.  
 
Staff supported a long-term extension because: 
 

1. MAXIMUS’ performance as the administrative vendor has been superior; 
2. The rates under the MAXIMUS contract achieved considerable savings for the state 

compared to the prior contract ($123 million over five years); and 
3. MAXIMUS had repeatedly demonstrated its ability to adapt to ongoing program 

changes.  
 
The five (5) year contract extension timeframe was selected because: 
 

 The Board has the statutory authority to negotiate a contract that provides the best 
overall value to the state which includes the enhanced service levels, technological 
improvements and cost-effectiveness.   

 Maximus would be more likely to agree to significant program enhancements at no cost 
in the context of a longer extension; 

 It maximizes state costs savings over an additional five year period (2004 rates through 
the end of 2015.); 

 Given the severity and long term nature of the state budget crisis, it seemed unlikely 
that MRMIB would obtain resources to conduct a procurement process any time in the 
near future.  

 It would take a minimum of two years to conduct a procurement that provided for the 
possibility of a contractor turnover; and 

 The state contract periods for contracts of a similar size and complexity usually range 
from eight to ten years (The DHCS Fiscal Intermediary contract is for up to 10 years, 
including extension options, and the HCO contract is up to 8 years, including extension 
options).  

 
The Board concurred with staff’s recommendation to pursue a long term no-cost extension and 
directed staff to negotiate for additional program enhancements as part of the discussions. 
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In March 2009, MRMIB staff discussed with the Board the enhancements staff would seek 
during the negotiation process. In April 2009, MRMIB staff also obtained input from the 
Department of Health Services (DHCS) who is responsible for the SPE functions of the vendor, 
on enhancements it would like for the SPE contract. Negotiations for new contractual 
requirements and enhancements continued through 2009 but became secondary to the state 
budget deficits impact on the HFP.  The AV and MRMIB’s priority became implementation of 
the HFP Wait List; developing and testing HFP AER Disenrollment Process (that never was 
implemented); and then the clearing of the HFP Wait List. 
 
On November 18, 2009, the Board approved a second (2nd) one (1)-year extension of the 
contract at the existing contract rate structure. The Board also directed MRMIB staff to continue 
the negotiations for a long-term extension with Maximus.  MRMIB staff followed the Board’s 
direction and has completed negotiations on a long-term five (5) year extension of AV 
Contract with Maximus at the existing rates.  The extension also includes priority 
enhancements to the contract requirements that MRMIB and DHCS sought. Those 
enhancements have an estimated value of approximately $14.6 million. 
 
 
Recommendation 
 
MRMIB staff recommends that the Board approve the negotiated five (5) year contract 
extension of the HFP, SPE and AIM Administrative Vendor Services contract at the 
existing rate structure at its September 15, 2010 meeting.  
 
 
I. AV Contractor Performance 
 
Implementation of the contract began immediately upon the award and the change over of 
vendors occurred in January 2004. The new vendor was able to process applications by the 
first (1st) week of January. Six hundred thousand (600,000) children transitioned from the old 
vendor to the new. Inevitably, there were some operational system issues at the beginning, 
but after six (6) months the system was working reliably. 
 
MAXIMUS' performance over the last six (6) years has been excellent and has been repeatedly 
independently verified through various external audits (BSA, SAS-70, ISO Certification and 
PERM). The vendor’s contract includes both performance standards and quality/accuracy 
standards. For the HFP, MAXIMUS met the monthly performance standards in six hundred 
twenty nine (629) out of six hundred thirty two (632) categories, a 99.5 percent performance 
rate. In AIM, the vendor met the standards 204 times out of 204, equaling 100 percent.  The 
quality and accuracy standards were added to the contract in November of 2006. Since the 
inception of the quality and accuracy standards, MAXIMUS met the standards 100 percent of 
the time for both HFP and AIM. For the HFP/SPE, MAXIMUS met two hundred thirty eight (238) 
quality standards of two hundred thirty eight (238). In AIM, MAXIMUS met thirty-four (34) 
quality standards of (34). 
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The Center of Medicare and Medicaid Services (CMS) instituted the Payment Error Rate 
Measurement (PERM) for the Children’s Health Insurance Program (CHIP). For Federal Fiscal 
Year (FFY) 2007 California was selected as one of the seventeen (17) states for the first round 
of PERM reporting for CHIP managed care claims. Through MAXIMUS' administration of the 
HFP, California's performance on PERM was exceptional and the HFP error rate was 0.04% —
the best in the nation. 
 
 
II. New Contract Enhancements 

 
The extension with MAXIMUS provides for thirty-three (33) enhanced contract 
provisions with an estimated added value of approximately $14.6 million while 
maintaining the existing payment structure and incurring no start-up costs.  The 
enhanced contract provisions are included in Enclosure 1.  
 

III. Savings and Enhancements Associated with the Original MAXIMUS Contract 
 
 The original contract with MAXIMUS provided for a number of improvements over 

the prior contract and offered significantly enhanced customer service provisions 
and much better price than the competing bid (and actual prior AV expenditures for 
HFP/SPE/AIM). (Enclosure 2) 

 
1. The cost to the state and federal government decreased on a per enrollee basis 

by 23% ($123 Million savings) from the prior contracts and was 16% ($80 
Million savings) less than the competing bid; and 

 
2. The level of customer service required was significantly improved from the prior 

contract and was significantly better than the level proposed by the competitor. 
For example, the new contract requires: 

 
• 5 attempts (vs. 3) to reach a family to ask about customer satisfaction with 

vendor services;  
• 2 notices (as opposed to one) to families whose child disenrolled regarding 

the possibility of re-enrolling; 
• 5 Person Years (PYs) to provide on-site and on-line CAA registration and 

training; 
• An HFP and AIM website in Spanish; 
• An additional plan training on operational consumer and system issues 

(from 2 to 3); 
• An application that could be downloaded to a family's computer in 11 

languages; 
• Mapping and driving directions when a family uses the network information 

service to locate a provider;  
• An automated dialing system to be used in efforts to contact families; 
• Doubled the Vendor’s financial responsibility for incorrect eligibility 

determinations that result in applicant’s incurring unreimbursed health, 
dental or vision expenses at initial application or at AER ($500,000 per year 
for HFP and $150,000 per year for AIM);  
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• Provided the State online web-based access to a Decision Support System 
and all contractually required control binders; 

• Provided actual electronic images of all incoming and outgoing 
correspondence; and 

• Provided ability to listen to tapes of all incoming calls to the toll-free lines for 
appeal processing and staff training purposes. 
 

IV Proven Vendor with the Ability to Adapt to Ongoing Program Changes 
 
During the past two (2) years, the State, MRMIB and MAXIMUS have faced unprecedented 
funding uncertainty and have had to implement significant program changes accurately, 
efficiently and quickly to maintain the HFP. MAXIMUS has been a flexible and creative partner 
as HFP and AIM have gone through these very challenging times. It has taken a superior 
organization to keep pace with the shifting realities of HFP and AIM program changes and 
funding.  
 
 

Timeline of Specific Program Changes 
 

Program Changes Since July 2008 
 

• November 1, 2009 HFP changes implemented to reduce expenditures including 2nd 
premium increase, co-payment increase and limited dental plan choice for new 
subscribers 

• September 2009 Began clearing the approximate 108,000 children that were 
placed on the HFP wait list 

• August 2009 Developed and tested HFP AER Disenrollment process to reduce 
program expenditures but never implemented due to availability of new funds  

• July 31, 2009 HFP change implemented to reduce expenditures by elimination of 
application assistance payments 

• July 17, 2009 Implemented the HFP Wait List in order to reduce program 
expenditures 

• June 30, 2009 HFP change implemented for lawfully residing aliens to bring in $12 
million in new federal CHIP funding 

• Development of business rules and specifications for system changes necessary to 
implement HFP changes; systems and acceptance testing of new program 
changes prior to implementation of the HFP premium increase, dental benefit cap 
and vision benefit modifications 

• Sending out Premium Re-evaluation Forms to allow existing HFP families the 
opportunity to reduce their HFP premium level prior to the implementation of the 
HFP premium increase 

• February 2009 Program changes implemented to reduce program expenditures 
including premium increase for higher income families  

• Development  and implement two (2) HFP Open Enrollment Processes and 
two (2) HFP handbooks effective February and July 2009 

• Development of business rules and specifications for system changes 
necessary. to implement HFP waiting list 
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Program Changes Since January 2004 
In the past seven (7) years, the Governor, the Legislature and the Board have instituted 
many program changes to HFP and AIM. It is critical that the administrative vendor have 
the flexibility to adapt to program changes. MRMIB has amended the contract eight (8) 
times since January 2004. The vendor implemented all changes accurately and on time. 
The eight (8) amendments did the following; 

 
1. Made various changes to financial requirements for administering AIM and HFP 

premium collections and refunds. Added funding to reimburse the costs of mailing 
outreach materials to applicants and to specify compliance with additional provisions 
of the federal Health Insurance Portability and Accountability Act. (1/2004) 

2. Added and funded a Research Analyst position. (Amendment has expired)  
3. Modified the payment process for Open Enrollment (OE). The original contract 

indicated that MAXIMUS collect OE costs directly from the plans. The amendment 
revises the payment process to reflect that MRMIB will pay  
MAXIMUS directly for OE and then bill the plans. It provides for additional services 
such as allowing families to have automatic re-occurring credit card payments and 
adding a T-1 circuit line. The line allows MAXIMUS to accept higher volumes of 
incoming calls through the toll-free line and decreases the likelihood of busy signals 
for callers. (3/2006) 

4. Established SPE/HFP/AIM Quality and Accuracy standards, the highest standards in 
the country.(11/2006) 

5. Revised the OE process. MAXIMUS no longer sends families customized OE 
packets, Instead, OE postcards are sent to families who do not experience a change 
in HFP premiums or who are not required to transfer to another plan. Families who 
receive OE postcards must contact MAXIMUS in order to receive customized OE 
packets. Families who experience premium changes or are required to transfer to 
another plan automatically receive OE customized packets and do not receive 
postcards. The amendment also adds services for Health-e-App public access. 
MAXIMUS is required to assess the technical requirements needed in order for 
Health-e-App to become available for public use. (12/2006) 

6. Incorporates scope of work changes for the streamline enrollment projects, such as 
no longer requiring families to submit their initial premium payment for the 
application process, as well as automatic and equitable assignment of plans when 
the families' selections are not provided with the initial application. The Amendment 
also includes the encounter data project. (12/2006) 

7. Extended the term of the original agreement by one (1) year, incorporates state 
flexibility into HFP Open Enrollment process, revision of joint application, adds two 
additional joint application languages (Arabic and Tagalog), updated the pre-printed 
telephone and Health-e-App with the revised joint application and incorporated the 
state agreement with the Social Security Administration, 

8. Implementation of February 2009 HFP increase; implementation and funding for the 
HeApp Public Access Project; and reporting of translation/interpretive services costs 
for CHIPRA purposes. 

 
MAXIMUS has successfully implemented a number of other program changes in a relatively 
short time period such as replacing the HFP-to-Medi-Cal Bridge with presumptive eligibility. 
MAXIMUS was the creator of the on-line eligibility verification system designed so plans can 
electronically confirm eligibility and all pertinent information of their assigned subscribers. Every 
HFP plan can access their subscriber information on a secured web based site. 
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Item 
Number Contract Extension Element Description Added Value

1
Access for Infants and Mothers Program (AIM):  Eleventh Month 
Report Technical conforming change to align contract verbiage with existing methodology.

2 Audits: Payment Error Rate Measurement (PERM) Inclusion of PERM support effort.

3 Call Center:  Reporting Plan Complaints
Operational and system enhancements to include reporting of plan complaints received 
via applicants/families.

4 Call Center:  System and Operational Enhancements Enhancement to the MAXe2 Call Center Single Screen.

5 Call Center: Interactive Voice Response (IVR) Enhancements
Partnership with Contact Solutions, Inc. to enhance the IVR functionality and customer 
service elements

6 CHIPRA:  Date of Expiration Operational and system enhancements to comply with CHIPRA.  
7 CHIPRA:  Direct access to Vital Statistics Operational and system enhancements to comply with CHIPRA.  
8 CHIPRA:  Other Operational and system enhancements to comply with CHIPRA.  

9

Department of Health Care Services/Single Point of Entry 
(DHCS/SPE):Medi‐Cal Eligibility Database System (MEDS) 
Reconciliation  Incorporation of a liquidated damage element.

10
DHCS/SPE: County Welfare Department (CWD) Process and 
Liaisons

Operational and system enhancements to enhance the services provided by the CWD 
and SPE Liaison Team.  Example:  Liaison Recruitment . 

11
Enrollment Entity/Certified Application Assistant (EE/CAA):  
Imaging  Imaging of all relevant documentation and correspondence.

12 EE/CAA:  Website Enhancements
Expansion of information available on the HFP website to include EE and CC level 
information and indicator for Health‐e‐App users.

13 EE/CAA:  Reporting Inclusion of additional EE/CAA reporting elements.

14 Electronic Application Process:  CWD
Replacement of the existing paper process with an electronic process for CWD 
application and supporting document transmission.

15
Plans:  Healthy Families Program (HFP) Monthly Plan 
Reconciliation Service incorporated into Per Month Per Member (PMPM) payment provision.

16 Plans:  AIM Capitation Inclusion of monthly AIM plan capitation process.

17 Plans:  AIM Monthly Plan Reconciliation Service incorporated into PMPM payment provision.
18 Plans:  AIM On‐line Eligibility Verification Service (OEVS) Inclusion of OEVS for AIM plans. 

HFP/SPE/AIM CONTRACT EXTENSION
MAXIMUS ADDED VALUE
Contribution Elements

1
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HFP/SPE/AIM CONTRACT EXTENSION
MAXIMUS ADDED VALUE
Contribution Elements

19 Public Access:  AIM credit card payments Inclusion of AIM credit card payments following implementation of Public Access.
20 Public Access:  Operational Inclusion of operational support of Public Access.
21 Public Access:  Infrastructure Inclusion of infrastructure support of Public Access.

22 Appeal Chronologies Service incorporated into PMPM payment provision.

23 American Recovery and Reinvestment Act of 2009 (ARRA) Operational and system enhancements to comply with ARRA.  

24 California Chidlren's Services (CCS)
Operational and system enhancements to comply with HFP regulations to include 
indicator for CCS children.  

25 Revised HFP Application
Technical conforming change to align contract verbiage with existing methodology.
Two new languages for Phone‐in‐Application.

26 Envelope Decal
Envelope Decal on the outside of key correspondence such as HFP Missing Information 
and AER Missing Information.

27 Premium Re‐evaluation Missing Information
Operational and system enhancements to include a Missing Information Process for 
Premium Re‐evaluations.

28 Medi‐Cal Presumptive Eligibility Technical conforming change to align contract verbiage with current business rules.

29 Encounter data 
Inclusion of dental encounters and scope of most recent payment provision 
amendment.

30 Translations and Desktop Publishing
Inclusion of translations and desktop publishing (such as correspondence and 
brochures).

31 Social Media Inclusion of Social Media for HFP and AIM:  Currently in pilot stage.

32 Appeals/Eligibility Mailboxes Staffing of mailboxes specifically for MRMIB for Eligibility, Appeals and general inquiries.
33 School Outreach Support to MRMIB school outreach initiative due to loss of funding.

*Estimated for 5 years and 6 months

Added Value Grand Total  $14.6M
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