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1. Public Health Care System
Overview
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About CAPH/SNI

« The California Association of Public Hospitals and Health

Systems (CAPH) and the California Health Care Safety
‘ Net Institute (SNI ) represent California’s 21 public health
care systems and academic medical centers.
« As atrade association, CAPH works to advance policy
and advocacy efforts that strengthen the capacity of its
members to ensure access to comprehensive, high-

quality, culturally sensitive health care services for all
Californians, and educate the next generation of health
care professionals.
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« SNI, a 501(c) 3 affiliate of CAPH, designs and directs
programs that accelerate the spread of innovative
practices among public health care systems, public clinics,
and beyond. SNI's work helps these providers deliver
more effective, efficient, and patient-centered care to the
communities they serve.




Evolving Role of PHS Over Time
1914: Virtually every CA county runs a hospital
1964: 50 of 58 counties run 66 hospitals

2007: Most recent 2 conversions/closures (MLK/Drew and

Tuolumne General Hospital)

2023: 12 of 58 counties and 5 UCs run public health care systems
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California’s 21
Public Health
Care Systems

« Alameda Health System

« Arrowhead Regional Medical
Center

« Contra Costa Regional
Medical Center

« Kern Medical

* LA County Department of
Public Health Services
« Harbor/UCLA Medical Center
« LAC+USC Medical Center

* Olive View/UCLA Medical
Center

« Ranchos Los Amigos National
Rehabilitation

 Natividad Medical Center

* Riverside University Health
System

San Francisco Department of
Public Health

« Zuckerberg San Francisco General
Hospital and Trauma Center

* Laguna Honda Hospital and
Rehabilitation Center

San Joaquin General Hospital
San Mateo Medical Center

County of Santa Clara Health
System

Ventura County Health Care
Agency

UC Health
« UC Davis Health
« UCI Health
« UC San Diego Health
* UCSF Health
* UCLA Health

Includes county-owned and -affiliated health systems and the UC medical centers



Who we serve

Though accounting for just 6% of hospitals
In the state, these public health care
systems:

Serve more than patients annually, a

Increase since 2014
Provide nearly of all hospital care to the '™ cmyrestn ey
remaining uninsured . Nearly of patients identify A
Provide of all hospital care to state’s as persons of color
Medi-Cal beneficiaries + Or | hrepﬁrt a

. ] o primary language other than
Provide over outpatient visits per year S English y
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PHS: Core Providers of Care to Medi-Cal and Uninsured

Payer Mix by Cost, FY 20-21
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‘\Ap H = N I Source: HCAI FY 2020-21 Hospital Annual Financial Data
DPHs: 15 county-owned and operated hospitals and six University of California medical centers
NDPHs: Non-designated public hospitals, often referred to as district hospitals
Privates: All non-DPH, non-NDPH, non-children’s comparable general acute hospitals



2. Public Health Care System
Financing
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Medi-Cal in California

Medicaid: Federal-State joint program, with costs shared
Affordable Care Act vastly increased eligible population

About 25% of enrollees are in newly-eligible groups
Increasing role of managed care

About 75-80% enrolled in managed care plans, usually automatically

More enrollees and services have been and will continue to be transitioned into managed
care — including duals, state-only, transplants, long term care, sub-acute etc.

Even with increased focus on managed care, fee-for-service still retains
significant role (churn and waiting period)

Large proportion of payments for services remain FFS
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Medi-Cal Non-Federal Share

Under shared financing, federal government requires match to pay federal
funds (the non-federal share)
Federal Medical Assistance Percentage (FMAP) determines non-federal share
50% for Traditional Medi-Cal population (in CA)
90% for Newly-eligible Medi-Cal (ACA), permanent after gradual decrease from 100%
Potential sources of these matching funds:
State general fund

Public governmental entities (PHS)
Private entities (in limited circumstances, chiefly hospital fee program)
MCO tax (negotiating with state for funds that could be used for the non-Federal share)
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PHS in Medi-Cal Context

 “Self-financing”: PHS provides both services and puts up financing for
those same services

DHCS (Medi-Cal) _
Capitated payments

(per beneficiary)

PHS $ for _— PHS $ for
_federal non- Managed Care
non-iedera payments | federal
share of FFS Plans
share of

MC

MC
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Funding the Non-Federal Share

Two primary ways that PHS fund the non-federal share

CPEs: Certified Public Expenditures

IGTs: Intergovernmental Transfers
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CPE Mechanics

Federal Government

0
$200 : $100
Claimed as I Payment
Spent l
0
. Certification of | $100
Certified > $200 I Payment
1
1

Expenditure

Public > Public Provider

Expenditure > $200 Expenditure on Services
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|IGT Mechanics

Federal Government

Commitment to
spend $200 on
services

$100
Payment

—————>
—

&
N
o
o

Inter- $100
Governmental Transfer Payment

Public Provider

Transfer
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Supporting Medi-Cal

120

- State general funds increase
slowly or remain flat

* Increased reliance on self- 5 °
financing over time to maximize .
federal funding I I I I

100

$ billions
o o o

o

o

. . S Q‘b Qo-’ :\Q \ ,\‘], '\rb ,'\ N
» Growing importance of federal B R
fu n d S m State General Fund = Other Non-Federal  m Federal

- -
‘,Ap H — N I Source: May Medi-Cal Local Assistance Estimates



Mounting Role of Self-Financing Over Time

2010s: PHS 2020s: Managed
increasingly self-  care becomes

1990s: First PHS- 2000s: Self-

financed financed : :
supplemental payment finance low base more dominant

: rates from where PHS
payments streams multiply, managed care increasing|
developed under largely via FFS B ?o hetter E NQF{Q,
Medi-Cal and waivers

fund our services  through IGTs

FY2020-21:

For PHS, supplementals now
represent 2/3rds of their Medi-
Cal and uninsured payments

CAPH =NI



Financing for Medi-Cal Services —

With Self-Financing
Local funds,
A=mmmm e other

PHS must consistently
seek payment streams to
offset low base rates and
the costs of serving the
safety net

payments,
etc

Supplemental
payment

Base payment
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Diverging Viewpoints on Payments Received
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$50 FFP

$50 IGT




Pros and Cons of Self-Financing

Gives PHS unique role in developing, sustaining key
orograms

Persistent loss, aka “the 50%”

Other funding sources: 1991 health realignment, others

Cash transfer requirements

Reporting requirements
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3. 1115 Waivers
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What i1s a Medicaid 1115 Waiver?

Section 1115 of Social Security Act allows states more flexibility in running

and financing their Medicaid programs, specifically by:

Walving rules normally in Medicaid to demonstrate innovative approaches to care

Granting authority to spend Medicaid dollars on people or services not normally covered in

the Medicaid program (“Costs Not Otherwise Matchable” or “CNOM”)

Waivers can cover all or part of a state’s Medicaid program

Requires HHS/CMS approval
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1115 Waiver Components — In Practice

Typical programmatic elements:

Coverage expansions

P4P for quality and outcomes

Financing care for uninsured

Rethinking continuum of care

Demonstration

In California, predominantly PHS-financed
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Evolution of 1115 Waiver Programs

2010 Bridge to Reform | Medi-Cal 2020 Waiver Waiver Programs —
(2010-2015) (2015-2021) 2022- 2026

Coverage Innovations Low Income Health Global Payment Program Global Payment Program
Program (LIHP) (GPP) (GPP) — provide non-
traditional services to
align with CalAlIM

Quality and Delivery Delivery System Reform Public Hospital Redesign Providing Access and
Incentive Pool (DSRIP)  and Incentives in Medi-  Transforming Health
Cal (PRIME) (PATH) — incentives to
support ECM /
Whole Person Care Community Supports
(WPC) transition
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4. Where are we now:
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Coverage in California

Post-ACA coverage

Roughly 5 million in CA gained coverage through ACA, about 3.5 million through Medi-Cal
expansion

Over 3 million Californians remain uninsured

Public health care system perspective
Declines in uninsured
Increased enrollment in Medi-Cal, state-only expansion
Over 50 state-only expansion started in May 2022
26-49 expansion in Jan 2024

Continued role in funding a growing Medi-Cal program
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Importance of Managed Care

Increasing enroliment

Long-term state direction: new services and strategies should be implemented
via health plans

Managed care plans typically the lead entity for new initiatives organizing collaboration

2016 federal regulation obligated DHCS and PHS to redesign multiple
financing streams that flow through managed care plans:

Enhanced Payment Program (EPP): Uniform supplemental payment for Managed Care
services

Quality Incentive Program (QIP): Performance incentive payments through Managed Care
plans
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Importance of Data

» PHS financing increasingly relies on accurate, reliable, service
level reporting

Supplemental

Regular payment tied to
payment* data on cost,

- relatively utilization, outcomes,
low etc. — may be high

* E.g., state fee schedule, or negotiated w/ Medi-Cal plan

CAPH =NI



COVID-19 impacts

COVID-19 has severely impacted every facet of PHS operations and financing

PHS have taken on additional responsibilities to assist with state and local government responses to
the pandemic

Continuing to adapt to unforeseen impacts to supplemental payment programs

Funding assistance from the federal government:
Provider Relief Fund (PRF)
Funds for state and local governments (CRF and CSLFRF)
Enhanced FMAP during COVID (56.2%)
FEMA

The funding assistance has largely ended, but reporting requirements are still present; federal
OIG audits have begun
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5. Looking Ahead
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Opportunities and Challenges Going Forward

Opportunities

. Continue to demonstrate waiver, CalAIM and QIP/EPP success
. Tremendous strides in moving toward value — linking payment to performance improvements with impressive results

. Leading way on equity work

Challenges

. Continued uncertainty at the federal level: approval of continuing and new programs, including waiver and supplemental payments (waiting
on approval of MCMC rule)

. Self-financing creates a structural gap in PHS financing, ongoing effort to close and minimize that gap but is growing over time
. Returning to a (new) normal post pandemic continues to pose challenges — staffing,escalated costs
. CalAIM services — challenge working with plans and getting services approved and paid at rates sufficient to cover investments.

. Placement — 20% of beds should be discharged
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Beyond the waiver focus

Supplemental payments through managed care are now much larger
annually than 2022 waiver ask (EPP, QIP, DPNF, transplants, etc.)

Cash flow concerns — working on solutions

Structural gap => need to increase state general fund support, not just
FFP, as many of our supplemental programs are hitting their ceiling

$300m pandemic assistance in unprecedented SGF infusion

State-only expansions of Medi-Cal for all residents — which brings more SGF to
PHS but only helps financing to extent supplementals are increased

Need increased supplemental and base rates as well as new waiver or other

funding to close gap — MCO tax, new waliver programs, MCMC incentive
payments

CAPH =NI



Future of Financing

Focus on social drivers of health/equity

Data on cost, quality and outcomes will be more crucial than ever

Centrality of managed care plans
Supplementals
Redeterminations
CalAIM
Duals
Placement
No more carveouts and little FFS
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Key Takeaways

PHS have unique, major role in serving low-income Californians (Medi-Cal, uninsured)

Vast majority of PHS funding is self-financed, across wide array of Medi-Cal subprograms
Governmental status means PHS can contribute nonfederal share (IGTs, CPES) in place of state

This ability both empowers and constrains PHS

Payment programs constantly evolving — or being replaced — due to swings in federal
regulations, priorities, etc.

1115 waivers are an important way PHS drive and fund strategic change, with major
successes to date, but other paths also exist (managed care plans vital)

New challenges continue to arise for both Medi-Cal and PHS in sustaining their role —
looming deficits need to be addressed

CAPH =NI



TMPOSSIBLE.
- ¥

OH HERE
WE GO!
N
T'LL NEVER
T BE GOOD.-..
| THIS IS l/

LEARNING CURVE

I TOTALLY
GOT THIS!

!

WHAT WAS T
WORRIED ABOUT?
N

I CANT
RELIEVE T
THOUGHT T,
KNEW WHAT
T WAS DOING.

e

@S TEINBEREDRAAISCARTOON S




Questions?

Contacts:

Rich Rubinstein rrubinstein@caph.org
Malavika Narayan mnarayan@caph.org
Liz Mullen Imullen@caph.org
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