Issue #XX –
Department of Health Care Services

Proposed Trailer Bill Language

Extension of Reimbursement Rates Reduction to Public Hospitals 

(Extend Increasing the Federalizing of State-only Funded Programs through the redirection of Safety Net Care Pool Payments)

FACT SHEET

Background on the topic (prior legislation, previous budget action, and related matters).
Background:  The 2009 Budget Act reduced Safety Net Care Pool (SNCP) payments to Designated Public Hospitals (DPHs) and the Los Angeles Medical Services Preservation Fund (SLAMSPF) by 10 percent for Fiscal Year (FY) 2009-10.  This proposal extends this payment reduction for FY 2010-11. 

The SNCP was established in 2005, to reimburse DPHs  for uncompensated care they provide to the uninsured, as part of the Medi-Cal Hospital/Uninsured Care Demonstration (hospital financing waiver).  The SNCP makes $586 million available in each of the five Demonstration Years to be claimed using the certified public expenditures of the DPHs,  for uncompensated care to the uninsured, and by claiming State expenditures for four State-funded health care programs (called “federalizing”).  Those State-funded programs include: the California Children’s Services program; the Genetically Handicapped Persons Program; the Medically Indigent Adult – Long Term Care Program; and the Breast and Cervical Cancer Treatment Program.  The federalizing of the four State-funded programs allows federal funds at the applicable Federal Medical Assistance Percentage to replace State General Fund (SGF)  for the health care costs for documented beneficiaries who receive services under these programs.  

The SGF freed up by the federalizing of the State-funded programs is used to provide stabilization funding for the DPHs, Non-designated Public Hospitals (NDPHs), private hospitals, and distressed hospitals, in addition to reimbursing the State for the SGF increase that resulted from changes to hospital reimbursement under the hospital financing waiver. 

The distribution of the SNCP is based on formulas specified in section 14166 et seq. (SB 1100 (Chapter 560, Statutes of 2005)), and as amended by SB 474 (Chapter 518, Statutes of 2007).  Additionally, SB 474 requires that $100 million of the SNCP monies be allocated to the newly created SLAMSPF. 
To further maximize the use of SNCP funding for the purposes of offsetting State General Fund expenditures, Chapter 6, Statutes of 2009 (Assembly Bill X4 6, Evans) provides the authority for the Department of Health Care Services (DHCS) to claim any and all additional federal funds made available under the SNCP pursuant to any amendments to the hospital financing waiver made on or after October 1, 2008, or pursuant to any federal laws that increased the amount of available SNCP funding including the federal American Recovery and Reinvestment Act of 2009. The additional amounts claimed would be deposited in the Federal Trust Fund for appropriation in the Budget Act of 2009. 
New Proposal:  The new proposal would have the following impact:

The DPHs and the SLAMSPF would continue to receive a 10 percent reduction in SNCP payments.  This reduction would allow the Department to use more of the four State-funded program expenditures to claim additional Federal Financial Participation to replace SGF in these four programs.  The Department would not be required to use this additional SGF savings for baseline or stabilization payments to the hospitals and instead would use these funds to reduce SGF expenditures.

Why is this change needed (i.e., what problem is the language trying to address)? 
These changes are needed to address the state’s budget deficit. 

Summary of arguments in support. 
· Reduces annual SGF program expenditures by no more than $54.2 million. 

Potential for opposition, if yes, why.   Yes.  There would be opposition to this proposal by DPHs and Los Angeles County, which would continue to receive a 10 percent reduction in SNCP payments for FY 2010-11. 
Is there a BCP associated with this language (yes or no)?   No.


Any other brief information that is relevant/important to highlight so that one can fully understand the issue that is being presented.  
The amount of stabilization funding provided to NDPHs, private hospitals, or distressed hospitals would not change. 
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