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From: anabelle7 95051 @everyactioncustom.com on behalf of A. B.

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 10:43:00 AM

[You don't often get email from anabelle7 95051 @everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
A.B.



From: hedgebeast@everyactioncustom.com on behalf of Abbie Bernstein

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 8:23:18 PM

[You don't often get email from hedgebeast@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

I do not want my health insurance costs to go up. I do not want the general public to be unable to afford medical
care that can result in, among other things, pandemics that make me or my loved ones sick, or make it impossible for
anyone to go out in public.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Abbie Bernstein

—



From: anabelle7 95051 @everyactioncustom.com on behalf of A. B.

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 11, 2025 11:42:40 AM

[You don't often get email from anabelle7 95051 @everyactioncustom.com. Learn why this is important at
https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

Seriously, what is it with highly paid best benefits politicians and government officials in their obsessive
determination to kill off, impoverish & rob taxpayers of few measly benefits they PAY INTO. Health Insurers & big
pharma, mostly owned by foreign leeches like pfizer moderna gilead are for profit OUTED PARASITES.

It is SADISTIC & CRUEL MAKING AMERICANS BEG FOR A RETURN ON EGREGIOUS TAXATION
WITHOUT REPRESENTATION. Both parties of wealthy pols on taxpayers treat hell bent on robbing and killing
off Americans.

The Thin the herd stated agenda. Criminal vile corps loot treasury pay zero taxes and rob Americans. This is
ghoulish. Hunger Games Armageddon the goal here?

High health care expenses, specifically high hospital bills and monthly insurance premiums make difficult decisions
about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
A.B.



From: adamkaplan@everyactioncustom.com on behalf of Adam Kaplan

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 11, 2025 7:50:26 PM

[You don't often get email from adamkaplan@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Adam Kaplan
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Adventist Health

Adventist Health

One Adventist Health Way
Roseville, CA 95661
AdventistHealth.org

April 11, 2025

Megan Brubaker

Office of Health Care Affordability
2020 W El Camino Ave., Suite 1200
Sacramento, CA 95833

Subject: Adventist Health Opposes Proposed Hospital Sector Spending Target
Recommendations
(Submitted via email to OHCA@HCAI.ca.gov)

Dear Megan:

Thank you for the opportunity to provide comments on the Office of Health Care
Affordability’s (OHCA) proposed hospital sector spending target. We appreciate the Board's
commitment to transparency and stakeholder engagement throughout this process. We
respectfully urge the Board to reconsider its proposal on hospital sector spending targets.
The impact of this proposal will increase financial pressure on California’s already strained
healthcare system and negatively impact the most vulnerable patients and communities we
serve.

Adventist Health is a Safety Net Provider

Adventist Health is a faith-based, nonprofit integrated health system that serves over 80
diverse communities across the West Coast and Hawaii. In California alone, we operate 23
hospitals that span the state, from the Mendocino Coast in the north to Los Angeles in the
south. Our commitment to care is deeply rooted in our mission to serve all individuals, with
many of our facilities situated in rural and medically underserved areas where healthcare
disparities are most pronounced.

Rural and medically underserved communities face unique challenges in addressing health
disparities, ensuring accessibility, and sustaining viable operations. These issues are
compounded by the closure of rural and safety-net hospitals and clinics, further restricting
access to care for vulnerable populations. Across our system, 60% of our facilities are in rural
settings, including four California critical access hospitals. With approximately 80% of our
patients relying on government healthcare funding and less than 20% covered by commercial

N\
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insurance, Adventist Health supports underserved populations through acute care hospitals,
rural health clinics, home care services, and more.

OHCA’s Hospital Sector Spending Target

OHCA’s approach to slow spending growth with the adoption of sector targets appears
premature and lacks any supporting analysis. We are concerned about the impact and
unintended consequences it will have on access to care it will have on our vulnerable
populations.

For instance, OHCA has provided no assurance that its proposal would sustain access to high-
quality care, how the proposal fulfills statutory requirements to minimize fragmentation, how
it will prevent cost shifting, or how it will promote cooperation in meeting statewide and
regional targets.

Throughout the process, OHCA failed to meet essential milestones, such as conducting a
comprehensive review of healthcare spending across potential sectors or establishing a
method to measure growth in hospital spending, before proposing a hospital sector-specific
target. Furthermore, the proposed methodology fails to account for health system
relationships and selectively ignores outpatient services. This results in an incomplete and
misleading picture of financial performance.

OHCA’s Sector Targets Impact on Finances and Operations

OHCA’s actions will limit hospitals’ ability to invest in patient care without any assurance that
the proposed targets will lead to meaningful savings for patients. In contrast, health
insurance companies continue to raise consumer premiums by 10% or more each year.
Without ensuring that any savings achieved through the hospital sector targets would result
in lower health insurance premiums and cost sharing, insurers will end up being the
beneficiaries of OHCA’s sector targets.

OHCA'’s proposed spending growth targets do not cover the rate of inflation and will
negatively impact hospitals’ ability to sustain vital patient services. Since 2021, labor costs for
our organization have risen by 9.7% annually, supply costs have increased by 7.7% annually,
purchased services have increased by 9.1% annually, and pharmaceutical expenses have
increased by 8% over the last 4 years. Additionally, Adventist Health is facing significant costs
related to other legal obligations. Seismic upgrades alone are projected to cost upwards of
$542 million, and minimum wage increases will cost an additional $73 million. As a nonprofit,
these escalating costs threaten our ability to sustain operations and meet the healthcare
needs of the communities we serve.
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Generating sufficient revenue in excess of operating expenses is critical for reinvesting into
our care delivery system. This margin allows Adventist Health to ensure ongoing access to
healthcare in underserved regions, expand our services, enhance our services with the use of
technology, and support our healthcare workforce. The proposed sector targets will not
allow Adventist Health to reinvest in its care delivery system. Planned investments in new
patient services, departments, and advancements in medical care would need to be
reconsidered, leaving our communities without access to critical healthcare innovations.
Vulnerable service lines—particularly those in rural areas—would face closure or reduction.
Financial constraints under the cap would also hinder our ability to recruit and retain highly
skilled healthcare professionals, creating barriers to providing quality care. These impacts
will lead to reduced access to services and likely result in larger healthcare disparities in the
communities we serve.

Medicare and Medi-Cal

OHCA’s creation of sector targets must take into account additional challenges from Medicare
and Medi-Cal. In 2023, Adventist Health had a shortfall of over $685 million from Medicare and
Medi-Cal. As the primary healthcare provider for many underserved areas, these shortfalls
disproportionately impact our rural patients, who are often sicker due to limited access to
preventative care. These patients often require resource-intensive services, which elevate
costs that are not adequately reimbursed. The financial strain caused by these shortfalls has
forced Adventist Health to make difficult decisions, including closures of units at various
hospitals and clinics. These measures limit access to healthcare for underserved populations
and restrict investments in infrastructure, technology, and new services that would otherwise
improve care delivery. Without adequate compensation, closures may increase, leaving
communities without viable healthcare options.

Compensating for these shortfalls is essential to safeguarding healthcare access and equity
for the vulnerable populations served by Adventist Health. In many areas, our organization is
the only provider of healthcare services, making it critical to maintain operations. Bridging
funding gaps ensures access to preventive care, chronic disease management, and essential
medical services, ultimately reducing long-term healthcare costs and improving public health
outcomes.

The timing of the proposed target is especially premature, as federal policymakers are
currently considering significant cuts to vital healthcare programs. Particularly at risk are the
Medicaid program and enhanced premium support for individuals with coverage through the
individual market. These proposed cuts could strip tens of billions of dollars in federal
funding from California’s health care system—funding the state is unlikely to replace given its
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own fragile budget situation. As a result, reductions in coverage, benefits, and provider
reimbursement rates are likely, threatening to turn an already challenging financial
environment for rural and safety-net hospitals into a full-blown crisis.

Adventist Health Recent Acquisitions

Adventist Health has taken significant risks to sustain vulnerable hospitals and ensure
equitable access to care. For example, in 2023, Adventist Health acquired Beverly Hospital in
Montebello, which was in bankruptcy and at risk of closure. The acquisition ensured that the
community continued to have access to healthcare services. Now known as Adventist Health
Montebello, this hospital is integrated with Adventist Health White Memorial and other
locations, supporting a region predominantly reliant on Medi-Cal and Medicare.

Similarly, Adventist Health played a pivotal role in reopening Tulare Regional Medical Center,
which had been closed for nearly a year following bankruptcy in 2017. In October 2018,
Adventist Health entered into a partnership with the Tulare Local Healthcare District
(District), providing a $10 million loan, which allowed the District to fund critical
improvements necessary to reopen the hospital. This included upgrades such as installing a
new nurse communication system, repairing infrastructure, and enhancing the facility's
overall functionality. The reopening marked a significant milestone, as Tulare Regional
Medical Center became operational once again under the management of Adventist Health,
ensuring that the community regained access to vital healthcare services. This effort
exemplifies Adventist Health's commitment to preserving healthcare access in medically
underserved areas and supporting the sustainability of rural hospitals. With an aggressive
cost-growth target cap, these opportunities to increase services in underserved areas will no
longer be an option.

Thank you for the opportunity to provide feedback on the hospital spending growth target
proposal. We urge OHCA to reconsider its proposal and conduct a thorough analysis to ensure
its work does not negatively impact access to healthcare services. We also urge the
organization to consider the unique challenges faced by hospitals and nonprofit safety net
providers like Adventist Health. Adequate funding is essential for ensuring equitable
healthcare delivery for medically underserved populations across California. Adventist Health
remains committed to collaborating with stakeholders to ensure sustainable healthcare
delivery. We appreciate OHCA’s efforts to address healthcare affordability and welcome the
chance to share insights regarding the potential impacts of the proposed spending cap on our
operations, workforce, patients and communities we serve.
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Sincerely,

Julia Drefke, MPA

Public Affairs Executive, Adventist Health

Cc: Members of the Health Care Affordability Board:
David M. Carlisle, MD, PhD
Dr. Sandra Hernandez
Dr. Richard Kronick
lan Lewis
Elizabeth Mitchell
Donald B. Moulds, Ph.D.
Dr. Richard Pan
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
Darci Delgado, Assistant Secretary, California Health and Human Services Agency

Richard Figueroa, Deputy Cabinet Secretary, Office of Governor Gavin Newsom



From: amenoartemis@everyactioncustom.com on behalf of Al cho

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Friday, March 21, 2025 9:27:11 PM

[You don't often get email from amenoartemis@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

I already have to pay student loans on top of everyday expenses. (Such is the reality of needing to eat and use water
and fuel.) My employer's insurance plan requires me to pay hefty co-pays and deductibles for care, so if I ever end
up in the hospital for any reason, I won't be able to afford the bills after. Killing myself would be the more freeing

option.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
AJ cho



From: amenoartemis@everyactioncustom.com on behalf of Al cho

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Monday, March 10, 2025 10:25:07 PM

[You don't often get email from amenoartemis@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
AJ cho



From: teekell@everyactioncustom.com on behalf of Alex Teekell

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 11, 2025 9:10:27 AM

[You don't often get email from teekell@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Alex Teekell



From: alexzukas@everyactioncustom.com on behalf of Alex Zukas

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 9:32:14 AM

[You don't often get email from alexzukas@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Alex Zukas



From: alexcris@everyactioncustom.com on behalf of Alexandra Crisafulli

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 2:45:55 PM

[You don't often get email from alexcris@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I still need to survive and am hoping for help !

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Alexandra Crisafulli



From: allanlci6@everyactioncustom.com on behalf of Allan Campbell

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 9:57:58 PM

[You don't often get email from allanlc16@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.
Instead I rely on Medi Cal for my health insurance.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Allan Campbell



From: allygat15@everyactioncustom.com on behalf of Alyssa Fregoso

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 11:13:40 AM

[You don't often get email from allyqatlS@everyactioncustom.com. Learn why this is important at
https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Alyssa Fregoso



From: rebelmom1999@everyactioncustom.com on behalf of Amy McKendree

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 9:30:36 AM

[You don't often get email from rebelmom1999@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Amy McKendree



From: dreadreas22@everyactioncustom.com on behalf of Andrea Schulz

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Wednesday, March 12, 2025 7:46:29 PM

[You don't often get email from dreadreas22@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Andrea Schulz



From: Whitsonandrea@everyactioncustom.com on behalf of Andrea Whitson

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 11, 2025 9:08:29 AM

[You don't often get email from whitsonandrea@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.
I work with patients that are having a difficult time getting procedures and medical supplies that are essential to their

cancer treatment.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Andrea Whitson



From: angied4dolls@everyactioncustom.com on behalf of Angela Gardner

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 11, 2025 3:23:27 PM

[You don't often get email from angie4dolls@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

Our for profit healthcare system does not support people having good health. Myself and my policy partner co-
founded the Good Healthcare 4 All campaign with the goal of improving access to healthcare in the Black
community which has high healthcare needs due to lack of access to healthcare.

One of the biggest issues with healthcare cost is medical debt. According to West Health Gallup Poll in 2024, 31
million Americans borrowed $74 billion for healthcare cost/ bills. The poll breakdown is 20% of those polled where
under 49. 23% are Black. 16% are Hispanic and 9% are white. Black people have the highest amount of medical
debt.

Cost sharing increases(deductibles) by healthcare plans prevent people from getting timely healthcare treatment or
delay treatment possibly putting their health at risk.

Delays in approvals from healthcare plans for medical treatment for patients who pay their health care plan
premiums each month. If a patient pays their premiums then they should receive healthcare services. The same for
workers who pay for Medicare health plans have the same problems as well.

OHCA must address these issues because for profit managed healthcare plans find ways to deny healthcare through
higher deductibles, delaying or denying approval for health treatments to patients that already paid their premiums
sometimes for months or years before needing to use it.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Angela Gardner




From: angelosimao@everyactioncustom.com on behalf of Angelo Simao

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 11, 2025 3:11:49 PM

[You don't often get email from angelosimao@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Angelo Simao



From: blabber-blanks.7o@everyactioncustom.com on behalf of Ann Watters

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 11, 2025 7:37:16 PM

[You don't often get email from blabber-blanks.7o@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially. It is criminal the cost of
healthcare! lower it now

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Ann Watters



From: amraible@everyactioncustom.com on behalf of Annette Raible

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 11, 2025 9:22:31 AM

[You don't often get email from amraible@everyactioncustom.com. Learn why this is important at

https://aka.ms/T earnAboutSenderIdentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Annette Raible



From: annitabowman@everyactioncustom.com on behalf of Annita Bowman

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 8:25:48 PM

[You don't often get email from annitabowman@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Annita Bowman



From: oracles-hickory.0d@everyactioncustom.com on behalf of Audrey Jin

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 7:22:52 PM

[You don't often get email from oracles-hickory.0d@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Audrey Jin



From: Avkui Damaryan-Nordloff

To: HCAI OHCA
Subject: Monterey County Hospital
Date: Monday, March 10, 2025 10:08:32 AM

You don't often get email from adamaryan@mpusd.k12.ca.us. Learn why this is important

CAUTION: This email originated from outside of the organization.

Dear OHCA Board Members,

I want to express my sincere gratitude for your dedication to improving healthcare
affordability and access in Monterey County. As a school psychologist in Monterey, I had the
opportunity to attend one of your board meetings at Embassy Suites and greatly appreciate the
time and effort you devote to addressing healthcare challenges in our community.

Your commitment to implementing cost caps on local hospitals is a significant step toward
preventing monopolistic practices that have burdened our residents. We deeply appreciate
your advocacy and encourage the Board to continue its efforts in holding hospitals
accountable and ensuring fair healthcare access for all.

Thank you again for your hard work and commitment to our community.

Sincerely,
Aykui Damaryan

Aykui Damaryan-Nordloff, M.A., NCSP
MPUSD School Psychologist



From: kismetabc@everyactioncustom.com on behalf of Barbara Babin

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 11, 2025 10:04:55 AM

[You don't often get email from kismetabc@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

Under-stafting and poorly trained personnel in accounting/billing/accounts receivable departments of such facilities
create additional and prolonged stresses, often without resolution over years. Ridiculous.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Barbara Babin
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April 11, 2025

Megan Brubaker

Office of Health Care Affordability
2020 W El Camino Ave., Suite 1200
Sacramento, CA 95833

Subject: Barton Health Opposes Proposed Hospital Sector Spending Target

Recommendations
(Submitted via email to OHCA@HCAl.ca.gov)

Dear OHCA Board Members,

As the Chief Nursing Officer of Barton Health, a 63-licensed bed facility with an average daily
census of 18, | am compelled to speak out on behalf of our hospital and community. The recent
portrayal of Barton Health as one of the "most expensive hospitals in California” by OHCA is not
only misleading—it’s damaging to the reputation of a healthcare organization deeply committed
to serving its community with excellence.

If Barton Health is bound to a 1.8% spending cap in 2026 and just 1.6% in subsequent years —
while the average California hospital operates at a 3.5% spending growth—we face a serious
threat to our ability to function. Labor costs alone have risen 3-4% annually, supply costs 4-7%,
and drug costs 5-10%. These are not optional expenses, and we cannot simply choose to limit
growth to 1.8% without consequences.

If OHCA does not reconsider, we may be forced to scale back or even close essential services
such as our highly regarded Labor & Delivery department, inpatient pediatrics, Level Ill Trauma
Center, and Intensivist program. These are not luxuries—they are critical services, especially in a
rural area like South Lake Tahoe, where the nearest alternative facility is 30-50 miles away.

We fully support efforts to achieve cost efficiencies and operational excellence. However,
comparing Barton Health to all other California hospitals using hospital-only metricsis an “apples
to oranges” comparison, More than 70% of our services are deliver ed through outpatient care, yet
the current classification does not account for this reality —resulting in a skewed and potentially
misleading representation. Financially comparing small rural hospitals like ours to medium and
large hospitals overlooks the significant differences in overhead and scale. These nuances are

important to consider for a fair assessment.

We respectfully urge OHCA to re-evaluate the methodology used to include Barton Health on
this list. The potential reputational impact of such a designation could have long-term
consequences that may significantly outweigh the intended financial savings realized.

Consistently Exceptional Care



As someone who rounds daily and speaks with patients—both local residents and visitors from
across the country—I hear firsthand the deep appreciation for the quality of care we provide. Our
physicians and care teams consistently deliver exceptional care, t he kind you would want for your
own loved ones.

Please reconsider the impact of these decisions and remove Barton Health from the list.

Sincerely,

Oote Ao,/

Carla Adams
Chief Nursing Officer

cc: Members of the Health Care Affordability Board:
David M, Carlisle, MD, PhD
Dr. Sandra Hernandez
Dr. Richard Kraonick
lan Lewis
Elizabeth Mitchell
Donald B. Moulds, Ph.D.
Dr. Richard Pan
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
Darci Delgado, Assistant Secretary, California Health and Human Services Agency
Richard Figueroa, Deputy Cabinet Secretary, Office of Governor Gavin Newsom
Mark Ghaly, California Secretary of Health and Human Services
Rob Bonta, California Attorney General
Dr. Tomas Aragon, Director, California Department of Public Health
Alex Padilla, California US Senator
Adam Schiff, California US Senator
Kevin Kiley, California State Congressman
Marie Alvardo-Gil, California State Senator
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April 11, 2025

Megan Brubaker

Office of Health Care Affordability
2020 W El Camino Ave., Suite 1200
Sacramento, CA 95833

Subject: Barton Health Opposes Proposed Hospital Sector Spending Target

Recommendations
(Submitted via email to OHCA@HCAI.ca.gov)

Dear OHCA Board Members,

| want to thank the OHCA staff for working with Barton’s team over the past month. Barton has
identified an error in our historical data submitted to the state of California and has corrected the
error. Barton believes this correction will materially change the calculations utilized by OHCA to
determine high-cost hospitals, thus resulting in the removal of Barton from this list.

Again, thank you for taking the time to consider our concerns. We look forward to engaging more
with your team and board at the upcoming board meeting on April 22, 2025.

Sincerely,

cc; Members of the Health Care Affordability Board:
David M. Carlisle, MD, PhD
Dr. Sandra Hernandez
Dr. Richard Kronick
lan Lewis
Elizabeth Mitchell
Donald B. Moulds, Ph.D.
Dr. Richard Pan
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
Darci Delgado, Assistant Secretary, California Health and Human Services Agency
Richard Figueroa, Deputy Cabinet Secretary, Office of Governor Gavin Newsom
Mark Ghaly, California Secretary of Health and Human Services

Consistently Exceptional Care



Rob Bonta, California Attorney General

Dr. Tomas Aragon, Director, California Department of Public Health
Alex Padilla, California US Senator

Adam Schiff, California US Senator

Kevin Kiley, California State Congressman

Marie Alvardo-Gil, California State Senator
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April 11, 2025

Megan Brubaker

Office of Health Care Affordability
2020 W EI Camino Ave., Suite 1200
Sacramento, CA 95833

Subject: Barton Health Opposes Proposed Hospital Sector Spending Target
Recommendations
(Submitted via email to OHCA@HCAI. ca.gov)

Dear OHCA Board Members,

My name is David Young, and | am writing to you on behalf of Barton Health and the medical
staff | represent. | have been a practicing cardiologist here at Barton for the last 13 years and over
the las two years have been the health system's chief medical officer. In this arrangement | still
actively participate in patient care and am also charged with making sure we provide the
resources and access that is necessary to care for our community. This involves not only
developing a robust primary care network but also providing specialty care services. We have
gone to great lengths to work with our medical staff to preserve services such as OB and
pediatrics while every other rural hospital surrounding us has closed them down. We find an
ability to provide cardiology, pulmonology, rheumatology, gastroenterology, ENT, urology and
many other specialty services because that is what are community asks for. We also take care of
all patients regardless of their insurance or socioeconomic status and | know that our medical
staff prides themselves on that.

My fear is that if Barton remains listed as a "high cost" hospital and subject to the proposed
charge cap limitations the deliverance of health care in our community will drastically change.
The services we fought so hard to preserve we will be forced to eliminate. The recruitment of
high caliber specialty care doctors that are vital to meet the needs of our community will be
restricted. We will no longer be in a place to develop a health system based upon the needs

of community but rather what we can sustain to endure that the health system remains viable. |
do not look forward to the days that I have to tell our physicians who are also our community
leaders and friends that we have no choice but to close their programs.

I know that your job is difficult, and that there is no perfect formula that takes into account all the
variables and provides you with a perfect list. However, as a physician in this community and as
the leader of our medical staff please reconsider the methodology that has placed labeled Barton
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as a "high cost" hospital so that we can continue to ensure consistently exceptional care to our
community.

Thank you for your time and consideration,

TS

David Young

David R. Young MD

Chief Medical Officer

Director Cardiovascular Services
Barton Health System

cc: Members of the Health Care Affordability Board:
David M. Carlisle, MD, PhD
Dr. Sandra Hernandez
Dr. Richard Kronick
lan Lewis
Elizabeth Mitchell
Donald B. Moulds, Ph.D.
Dr. Richard Pan
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
Darci Delgado, Assistant Secretary, California Health and Human Services Agency
Richard Figueroa, Deputy Cabinet Secretary, Office of Governor Gavin Newsom
Mark Ghaly, California Secretary of Health and Human Services
Rob Bonta, California Attorney General
Dr. Tomas Aragon, Director, California Department of Public Health
Alex Padilla, California US Senator
Adam Schiff, California US Senator
Kevin Kiley, California State Congressman
Marie Alvardo-Gil, California State Senator
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April 11, 2025

Megan Brubaker

Office of Health Care Affordability
2020 W El Camino Ave., Suite 1200
Sacramento, CA 95833

Subject: Barton Health Opposes Proposed Hospital Sector Spending Target
Recommendations
(Submitted via email to OHCA@HCAI. ca.gov)

Dear OHCA Board Members,

Barton Health is located in a rural community with a year-round population of about 40,000.
There are not enough licensed clinical employees located in our area, so we must recruit staff
from urban areas such as Sacramento.

Housing affordability and lack of workforce housing in South Lake Tahoe has a significant impact
on our ability to recruit workers to support hospital operations. The cost of living in South Lake
Tahoe is 15.9% higher than Sacramento and 24% higher than the national average. To retain our
non-licensed employees, such as patient service representatives, environmental services
technicians, food service workers, etal., we need to be competitive our wages to retain employees
who pay more for housing than their urban counterparts.

To maintain competitive salaries, employees receive pay increases based on their performance
over the past year. Those increases range from 3-5%. As we continue to negotiate our union
contract, | am sure our nurses will not agree to a 1.8% spending limit for their salaries and
benefits. Employee turnover is an urgent concern that influences the financial efficiency and
quality of care in healthcare. A lack of pay raises increases an employee's intention to leave their
job and significantly reduces their job satisfaction. Limiting our spending target to 1.8% in 2026
and even lower in future years will not cover the salary increases and incentive programs needed
to retain our staff. For Barton Health to render consistently exceptional patient care, a stable
workforce is vital. ‘

In conclusion, labor costs, including salaries, wages, benefits, and contract labor account for over
60% of our expenses. With such a large percentage of our total operating costs covering labor
costs, restricting our spending growth target this year to 1.8% will likely precipitate the layoff of a
significant number of employees and closure of business units, such as Labor and Delivery and
Inpatient Pediatrics, to meet those targets.
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Please consider changing your target methodology to exclude smaller hospitals.

Sincerely,

Elizalfeth Stork
Chief Administrative Officer

cc: Members of the Health Care Affordability Board:
David M. Carlisle, MD, PhD
Dr. Sandra Hernandez
Dr. Richard Kronick
lan Lewis
Elizabeth Mitchell
Donald B. Moulds, Ph.D.
Dr. Richard Pan
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
Darci Delgado, Assistant Secretary, California Health and Human Services Agency
Richard Figueroa, Deputy Cabinet Secretary, Office of Governor Gavin Newsom
Mark Ghaly, California Secretary of Health and Human Services
Rob Bonta, California Attorney General
Dr. Tomas Aragon, Director, California Department of Public Health
Alex Padilla, California US Senator
Adam Schiff, California US Senator
Kevin Kiley, California State Congressman
Marie Alvardo-Gil, California State Senator
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April 11, 2025

Megan Brubaker
Office of Health Care Affordability
2020 W El Camino Ave., Suite 1200

Sacramento, CA 95833
Subject: Barton Health Opposes Proposed Hospital Sector Spending Target
Recommendations

(Submitted via email to OHCA@HCAI.ca.gov)

Dear OHCA Board Members,

My name is Dr. Kandra Yee. | am the Vice President of Hospital Operations at Barton Health in
South Lake Tahoe and a practicing emergency physician with 16 years of experience serving this
community.

South Lake Tahoe is a geographically isolated, rural community. Our severe winters often cut us
off from larger medical centers, making Barton Health a critical lifeline. We are not just a
hospital; we are the sole provider of essential healthcare services for thousands.

The recent report from the Center for Healthcare Quality & Payment Reform highlights a
devastating trend: rural hospital closures. Nearly 200 rural hospitals have closed in the past two
decades, and over 700 more, including a third of all rural hospitals, are at risk.

Barton Health faces the same financial pressures outlined in this report. We operate with thin
margins, and the costs of providing care in a rural setting far exceed those in urban areas.
Implementing the restrictive spending targets proposed by OCHA could add Barton to the list of
hospitals at immediate risk of closure.

The consequences of closure for our community would be catastrophic. We are the only
emergency room, inpatient care, and often the only source of primary care, laboratory, and
imaging services for our residents. Closure would mean:

o Loss of emergency care: Residents would face potentially life-threatening delays
in accessing critical care, especially during weather-related isolation.

e Loss of labor and delivery services: Residents would have heightened
pregnancy risks due to travel hardships.

e Increased travel times: Patients would endure long, arduous journeys to distant
hospitals, exacerbating medical conditions and reducing access to timely care.

o Economic impact: Barton Health is a major employer. Its closure would
destabilize our local economy by the loss of income to over 1,000 families.

e Loss of essential services: the loss of our hospital would mean the loss of the
only hospital for workers in other essential industries like tourism and recreation.

Consistently Exceptional Care
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We understand the need for healthcare affordability, but we must ensure that affordability does
not come at the cost of accessibility. Rural hospitals like Barton Health are not just buildings;
they are vital community pillars. We implore the Board to recognize the unique challenges faced
by rural hospitals and to take additional time to analyze the impact of the spending targets on
all California hospitals.

Sincerely,

Kandra Yee, MD, FACEP
VP Hospital Operations, Barton Health
Emergency Physician & CEO, Tahoe Emergency Physicians

cc: Members of the Health Care Affordability Board:
David M. Carlisle, MD, PhD
Dr. Sandra Hernandez
Dr. Richard Kronick
lan Lewis
Elizabeth Mitchell
Donald B. Moulds, Ph.D.
Dr. Richard Pan
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
Darci Delgado, Assistant Secretary, California Health and Human Services Agency
Richard Figueroa, Deputy Cabinet Secretary, Office of Governor Gavin Newsom
Mark Ghaly, California Secretary of Health and Human Services
Rob Bonta, California Attorney General
Dr. Tomas Aragon, Director, California Department of Public Health
Alex Padilla, California US Senator
Adam Schiff, California US Senator
Kevin Kiley, California State Congressman
Marie Alvardo-Gil, California State Senator
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April 10, 2025
Kim Johnson
Chair, Health Care Affordability Board
2020 W El Camino Ave., Suite 1200
Sacramento, CA 95833

Subject: Barton Health Response to OHCA’s Proposed Hospital Sector Spending Target
Recommendations
(Submitted via email to OHCA@HCAI.ca.gov)

Dear Chair Johnson,

| appreciate the opportunity to provide comments regarding OHCA’s Proposed Hospital Sector
Spending Target Recommendations.

Our CEOQ, Dr. Clint Purvance and | were able to meet with OHCA representatives yesterday to
further discuss why Barton Memorial Hospital (“Barton”), a small hospital with low volume,
should be removed from the Disproportionate High-Cost Hospital list (“the List”), our preliminary
recalculations of the metrics that determine a hospital’s placement on this list and to present a
proforma of the devasting impacts to our financial performance should this net revenue targets be
applied against Barton. Presentation slides were shared during this meeting.

Barton Compared to Other Hospitals on the List

Barton is licensed as a 111-bed hospital. Our licensed acute care beds are equal to 63, while our
annual Average Daily Census runs 16-18 patients. This is compared to the 2022 average of the 11
hospitals on the List of 186. Our 2022 discharges were 1,711 (a decline of nearly 30% since 2018)
compared to the 11-hospital average of 12,231. Our hospitalis also 1 of the 2 independent, rural
hospitals on this List. The following is a demographic comparison of the 11 hospitals on the List.

Consistently Exceptional Care



Similar to other small hospitals in rural settings, our inpatient business has been decreasing while
our outpatient services are increasing. From 2018 through 2022, our annual Average Daily
Census decreased by 10% while our outpatient registrations increased by nearly 20%. Today, our
hospital census today was only 15.

Each year, more and more patient care is provided outside of the hospital’s walls in ambulatory
clinics. Lower discharges mean less revenue to cover the fixed costs required even for a small
hospital.

Metrics Used to Determine Disproportionate High-Cost Hospitals
Upon learning that our hospital was added to the List, we immediately began to analyze the

underlying HCAI Annual Financial Disclosure Report (“AFDR”) data that was used for metric
calculations. Upon comparing source data such our Epic EMR data extracts and CMS PS & R
reimbursement reports, we were able to prepare preliminary recalculations of the two metrics.

The first metric, the Commercial Inpatient Net Patient Revenue per Case Mix Adjusted Discharge
originally reported us at over the 85" percentile for all 5-years under comparison. We determined
that our commercial discharges (the denominator of the calculation) were understated on the
AFDR for each year. As aresult of the preliminary recalculations, we were under the 85"
percentile thereby disqualifying us from placement on the List.

85th% $ 30,300

Barton Recalculated 2018 2019 2020 2021 2022 Average
All Other Comparable Hospitals $ 19900 |$ 19600 |$ 20,000 |$ 20,300 |$ 21000 |$% 20,160
11 High-Cost Hospital $ 35050 |9% 38653 |% 39,136 |$ 36619 |9 36549|% 37,802
Barton Memorial Hospital $ 33468 |$ 29,163 |$ 31405 |$ 29690 |4 28968 |$ 30,539
Previously reported by OHCA based on AFDR data | § 44,175 |§ 37411 |% 39,998 |§ 33344 |§ 34843 | % 36,400
Community Hospital of the Monterey Peninsula $ 32729 |% 41866 |$ 42292 |$ 43655 |% 38,891 % 39,887
Doctors Medical Center - Modesto $ 27288 |$ 40915 |$ 35947 |$ 36831 |% 39,679 |§ 36,132
Dominican Hospital $ 37,237 |$ 33720 |$ 33201 |$ 34923 |$ 33291 |$ 34474
Salinas Valley Memorial Hospital $ 46937 |$ 43061 |$ 44748 |($ 50400 | % 48,784 | % 45,786
Stanford Health Care $ 47705 |9$ 47374 |$ 49,091 |§ 53366 |$ 58873 |% 51,282
Goleta Valley Cottage Hospital $ 29669 |9% 30225 |% 31,738 |$ 35619 |9 34842|3 32419
Marshall Medical Center $ 37593 |9$ 37,125 |$ 40612 |$ 31,305 (% 29328 |$ 35193
Northbay Medical Center $ 56414 |$ 59246 |§ 53,057 |$ 24582 |§ 22062 (% 43,072
Santa Barbara Cottage Hospital $ 31,185 |$ 30325 |% 36617 (% 32636 |% 33596 |% 32,872
Washington Hospital - Fremont $ 32200 |% 33404 |% 30929 |% 33.082|% 35432 |% 33,009




The second metric, the Commercial to Medicare Payment to Cost Ratio (“PTCR”) compares the
Commercial payor net revenue to Medicare net revenue and the ratio of how each covers
operating expenses. While we feel using Medicare reimbursement as a baseline for covering the
cost of hospital expenses is not logical since Medicare does not cover the cost of care, we
additionally recalculated this metric as anomalies were noticed beginning 2019. We noticed
inconsistencies with net revenue by financial class reported on the AFDR compared to source
data. Specifically, Medicare net revenue was underreported by an average of 56% due to various
revenue adjustments (pursuant to FASB ASU 2074-09 Revenue from Contracts with Customers
(Topic 606) not correctly applied by financial class. Although this preliminary recalculation is still
above the 85" percentile, the recalculation is consistent year to year.

85th% 279%

Barton Recalculated 2018 2019 2020 2021 2022 Average
All Other Comparable Hospitals 202% 199% 200% 190% 197% 198%
11 High-Cost Hospital 345% 405% 408% 381% 396% 387%
Barton Memorial Hospital 406% 379% 390% 405% 403% 397%

Previously reported by OHCA based on AFDR data 409% 868% 981% 776% 942% 773%
Community Hospital of the Monterey Peninsula 239% 436% 352% 362% 369% 392%
Doctors Medical Center - Modesto 325% 371% 341% 324% 371% 346%
Dominican Hospital 355% 313% 336% 315% 333% 330%
Salinas Valley Memorial Hospital 405% 457% 461% 556% 501% 476%
Stanford Health Care 328% 336% 341% 301% 340% 339%
Goleta Valley Cottage Hospital 368% 391% 398% 370% 384% 382%
Marshall Medical Center 266% 302% 306% 297% 267% 288%
Northbay Medical Center 396% 290% 329% 174% 165% 271%
Santa Barbara Cottage Hospital 293% 300% 310% 310% 311% 305%
Washington Hospital - Fremont 349% 394% 353% 329% 364% 358%

Our third-party preparer is currently recalculating our AFDR data through 2023 and will upload
revised reports as soon as possible which may result in slightly different values from the above
preliminary calculations. We request that the OHCA staff recalculate the metrics based on the
corrected AFDR data.

Barton shares the concerns of other hospitals and the California Hospital Association that carving
out only hospital services does not give a complete picture of operations. Instead, alook at an
entire organization’s business provides an accurate picture of the cost of care in addition to
routine and infrastructure related capital investments. For instance, Barton invests millions of
dollars annually in our Barton Medical Foundation to ensure our community has access to
ambulatory care and physicians locally. Without these subsidies, many of these physicians
would not remain in our community, forcing our residents to travel for at least an hour over a
mountain pass to receive basic care. Barton is additionally investing over $6 million into our Rural
Health Center that will expand services to the most economically vulnerable in our community
and another $20 million in a medical building that will expand services within our primary service



area. Both projects are planned to begin later this year. If the spending targets are implemented
as proposed, we will be forced to reconsider these investments.

Financial Impacts of Proposed Limited Spending Targets
Barton will face devasting financial implications if the proposed spending targets are

implemented. The hospitalis just a piece of our organization and as such, changes in revenue to
the hospital impact on our entire organization. Beginning with 2026’s 1.8% spending growth
target, Barton will flip from a projected 2025 operating margin of 1.7% to a loss of 1.6%. We
modeled this loss will explode to -14.8% for 2029 when the spending target is reduced to 1.6%.
Our overall net revenue is projected to grow by an average of 1% while our operating costs will
grow by a minimum of 5%. The resulting cumulative losses from 2026-2029 are estimated at $87
million. This projection assumes no changes to service lines, volumes, impacts of tariffs or
MediCal funding cuts.

We have no control over the cost growth of many of our operating expenses. For example, since
the 2022 expansion of the MICRA cap, our malpractice insurance rates have increased
considerably even though our claims have decreased. Our property and liability insurance is
increasing by 20-25% this year and we are expecting a 15% increase to our medical and
pharmaceutical supply cost due to tariffs. California has the highest healthcare wages in the
nation coupled with staffing ratios and as a result, we must offer top wages to recruit and retain
staff and physicians.

As an independent, sole community hospital with labor and physician services consisting of 68%
of our operating expenses, Barton will not be able to absorb these losses and will be forced to
immediately implement service line and staffing reductions. Service lines operating at losses will
be evaluated for cuts which will create a healthcare desertin our region. These losses will further
restrict our ability to invest the required capital to retrofit or rebuild our aging facility for seismic
compliance.

Shared Goals

Barton is a leader in quality and safe healthcare with many accolades that prove our
commitment. These services are provided to our community and visitors to the Tahoe region alike
without regard to one’s ability to pay. We have additionally begun reducing the rate of spend
growth independently as well as have a robust financial assistance program providing millions of
dollars in free or discounted care per year.

In conclusion, to remain a viable healthcare provider to our community, we implore the OHCA
board to remove low-volume hospitals such as Barton from the List. Low-volume hospitals




simply do not have the volume to support the expensive and required infrastructure and fixed
costs under restrictive spending target caps. We recommend that the board consider volume
data such as average daily census or discharges to evaluate a hospital’s inclusion on the List.

We appreciate OHCA'’s collaboration and are grateful for the opportunities given to meet with
staff and participate in board meetings.

Sincerely,

Kelly Neiger, CFO
Barton Health

cc: Members of the Health Care Affordability Board:
David M. Carlisle, MD, PhD
Dr. Sandra Hernandez
Dr. Richard Kronick
lan Lewis
Elizabeth Mitchell
Donald B. Moulds, Ph.D.
Dr. Richard Pan
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
Darci Delgado, Assistant Secretary, California Health and Human Services Agency
Richard Figueroa, Deputy Cabinet Secretary, Office of Governor Gavin Newsom
Mark Ghaly, California Secretary of Health and Human Services Agency
Rob Bonta, California Attorney General
Dr. Tomas Aragon, Director, California Department of Public Health
Alex Padilla, California US Senator
Adam Schiff, California US Senator
Kevin Kiley, California State Congressman
Marie Alvardo-Gil, California State Senator
Ben Johnson, California Hospital Association



From: benita.herrera@everyactioncustom.com on behalf of Benita Herrera

To: HCAT OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 18, 2025 4:46:55 PM

[You don't often get email from benita.herrera@everyactioncustom.com. Learn why this is important at
https://aka.ms/I.earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

Hello! My name is Benita Herrera. I've worked at the Highlands Inn in Carmel,
California, as a housekeeper for 26 years and a Member of UNITE HERE Local 19.

I got shingles and felt so bad that I had to go to the Emergency Room at Monterey
Hospital. I was there for two hours and then went home to recover.

Shortly after, my medical bill arrived I owed close to $5,000, and I thought,"Why are
they charging me so much for two hours?";

This affected my family emotionally and financially. This is an injustice that hasn't been
fixed. I ask that we pay a fair price for health care access.

I hope that you who are in a place of power can help regulate the prices so that we can
all go to the hospital for care when we get sick and get well.

Thank you so much for listening, and I hope you can stop hospitals from continuing to
increase their pricing.

Thank you

Benita Herrera

iHola! Me llamo Benita Herrera. Trabajo en Highlands Inn de Carmel, como
housekeeper por 26 afios y soy miembro del UNITE HERE Local 19.

Tuve culebrilla y me senti tan mal que tuve que ir de emergencia a el Hospital de
Monterey. Estuve alli dos horas y luego me fui a casa a recuperarme.

Poco después, llegd mi factura médica. Debia casi $5,000, y pensé. ";Por qué me
cobran tanto por dos horas?"

Esto afectd a mi familia emocional y econémicamente. Es una injusticia que no se ha
solucionado. Pido que paguemos un precio justo por el acceso a la atencion médica.
Espero que quienes tienen poder puedan ayudar a regular los precios para que todos
podamos ir al hospital a recibir atencion cuando nos enfermamos y nos recuperamos.

Muchas gracias por escuchar, y espero que puedan evitar que los hospitales sigan
subiendo sus precios.

Gracias.

Benita Herrera

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make



health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Benita Herrera



From: benfinke94@everyactioncustom.com on behalf of Benjamin Finke

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Friday, April 11, 2025 7:07:48 PM

[You don't often get email from benfinke94@everyactioncustom.com. Learn why this is important at
https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High healthcare costs cause our communities to suffer. Through high school and community college, most people I
knew would talk about how they were afraid to get sick or hurt, as healthcare costs were so high-it was normal to
talk about never calling for an ambulance or doing everything you could without professional help in order to avoid
a huge medical bill. Many people I know, including myself, have chosen to live with issues rather than exploring or
seeking treatment options. Healthcare should not be something to be afraid of, and it should not be something only
for the privileged and wealthy.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Benjamin Finke




From: mcgrane@everyactioncustom.com on behalf of bernard mcgrane

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Tuesday, March 11, 2025 11:17:16 AM

[You don't often get email from mecgrane@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
bernard mcgrane



From: missbo142857 @everyactioncustom.com on behalf of Beverly Stowe

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 9:51:15 AM

[You don't often get email from missbo142857@everyactioncustom.com. Learn why this is important at
https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Beverly Stowe



From: Bill Monning

To: HCAI OHCA

Cc: gavin.newsom@gov.ca.gov; ann.oleary@gov.ca.gov; senator.mcguire@sen.ca.gov;
assemblymember.rivas@assembly.ca.gov

Subject: Support for Recommendation on Target Values for High Cost Hospitals

Date: Wednesday, March 19, 2025 5:41:29 PM

You don't often get email from billmonning@gmail.com. Learn why this is important

|CAUTION: This email originated from outside of the organization.

Dear Ms. Johnson, Ms. Landsberg and Mr. Pegany,
Below, please find my letter in support of the OHCA recommendation on target

values for high cost hospitals.
Thank you for your consideration.

SENATOR BILL MONNING (ret)
California State Senate
Majority Leader Emeritus
Attorney-at-Law, Mediator, Professor
P.O. Box 1385
Monterey, Ca 93942
billmonnin mail.com

March 18, 2025

TO: Kim Johnson, Secretary California Health and Human Services Board
Elizabeth Landsberg, Director Department of Health Care Access and Information
Vishaal Pegany, Deputy Director Office of Health Care Affordability Department of
Health
Care Access and Information

By email ohca@hcai.ca.gov

PLEASE DISTIRBUTE TO FULL BOARD - THANK YOU.
Re: Support for Recommendation on Target Values for High-Cost Hospitals
Dear Ms. Johnson, Ms. Landsberg and Mr. Pegany:

I write to support the recommendation made at the February 25 meeting of the Office of
Health Care Access to set lower cost targets for the high-cost hospitals noted in the
presentation. While it would be preferable to see even lower cost targets effective even sooner,
I understand the Board’s desire to move quickly but cautiously.

As members of the UNITE/HERE have testified, the inclusion of the Community Hospital of
the Monterey Peninsula, Salinas Valley Health, and Stanford in the list of high-cost hospitals
is warranted as members have paid many outsized claims from these hospitals. As members
have further testified, when excessive amounts are paid for care at these hospitals, not only do
members face staggering out-of-pocket bills but they also forgo money in wages increases.



While it is the hospitals’ contention that commercial payers “must” be charged more to

make up for alleged shortfalls in payments from Medicare and MediCal as well as to help
underwrite deficits in other parts of their systems, these hospitals should find ways to decrease
inefficiencies and reduce waste if they’re looking for additional funds. Many hospitals have
provided examples of projects they plan to undertake to meet the goals OHCA has set.

I would hope that instead of arguing about the merits of the targets, the high-cost outlier
hospitals will work to reduce their rates. This would be a real benefit to the communities they
serve. Patients, including those with union representation, should not be afraid to go to the
hospital because they fear they won’t be able to pay their bills.

I greatly appreciate the hard work of the OHCA Board and staff to bring some relief to those
hard-working patients including members of UNITE/HERE who do so much to support our
communities on so many fronts.

Sincerely,

Bill Monning

SENATOR BILL MONNING (ret)

cc: Members, Health Care Affordability Board
Governor Gavin Newsom

Senate President pro Tempore Mike McGuire
Assembly Speaker Robert Rivas

Senator Bill Monning, Ret.
California State Senate
Majority Leader Emeritus
Attorney at Law
he/him/his

P.O. Box 1385

Monterey, Ca 93942-1385

****CONFIDENTIAL INFORMATION****

The information contained in this email is ATTORNEY PRIVILEGED AND
CONFIDENTIAL. It is intended only for the use of the individual or entity named
above. If the reader is not the intended recipient, or the employee or agent
responsible for its delivery to the intended recipient, you are hereby notified that the
dissemination, distribution or copying of this document is strictly prohibited. If you
have received this communication in error, please immediately notify the sender by e-
mail at billmonning@gmail.com and destroy the original message. Thank you.



From: barton@everyactioncustom.com on behalf of Bruce Trickel

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 9:50:03 AM

[You don't often get email from barton@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Bruce Trickel

F



From: caephren@everyactioncustom.com on behalf of Caephren McKenna

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 2:22:56 PM

[You don't often get email from caephren@everyactioncustom.com. Learn why this is important at
https://aka.ms/I.earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Caephren McKenna
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April 11, 2025

Sent via email:
Megan Brubaker OHCA@hcai.ca.gov
Office of Health Care Affordability
2020 West El Camino Avenue, Suite 1200
Sacramento, CA 95834

Re: OHCA Proposed Hospital Sector Spending Target Recommendations to the Board
Dear Ms. Brubaker and OHCA Staff:

The California Association of Health Plans (CAHP) represents 41 public and private health care service
plans (plans) that collectively provide coverage to over 28 million Californians. We write to submit
comments in response to the Office of Health Care Affordability’s (OHCA) proposed Hospital Sector
Spending Target Recommendations to the Board.

CAHP is pleased to see OHCA'’s continued commitment to addressing high-cost hospitals as a major
contributing factor to increasing health care costs in California. Acknowledging that time is of the essence to
address the impact of high health care costs in the state, we support the general direction of OHCA’s
approach, but we also emphasize the importance of a thoughtful, iterative process that can be refined over
time. There are several different ways to target these efforts, and as we have observed during recent
discussions at the Board and Advisory Committee level, there are many outstanding questions that should

be resolved to ensure that OHCA’s hospital sector methodology is efficient and effective.

For example, OHCA should consider the potential to examine regional variations in more detail. As noted
by Board Member Dr. Carlisle and others at the most recent OHCA meeting, there is more discussion to be
had regarding the association between geography and competitive markets, especially with regard to
Southern California counties. The existing list of top hospital outliers is heavily focused on Northern
California facilities and it may exclude high-cost outliers in other parts of the state which should be
included.

The complexity of looking at individual hospitals vs. systems is also a topic that merits further discussion.
There will be challenges associated with any proposed approach, but thorough vetting at the front end of
the process is more likely to lead to smooth implementation down the road.

Board members and stakeholders have identified legitimate questions that need to be addressed prior to
OHCA finalizing its hospital sector methodology. However, with further research and the inclusion of
additional data, OHCA’s approach to addressing high-cost hospitals holds great promise to be successful.

CAHP and its member health plans are gateful to be participating partners in OHCA’s mission to keep
health care affordable and accessible.
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Thank you for your consideration of our comments.

Sincerely,

Anete Millers
Director of Regulatory Affairs



From: Caitlin Aleru

To: HCAI OHCA
Subject: Cap the price increases for local hospitals in Monterey
Date: Tuesday, March 11, 2025 9:01:43 PM

You don't often get email from caitlin.aleru@gmail.com. Learn why this is important

|CAUTION: This email originated from outside of the organization.

Good afternoon,
My name is Caitlin and I am an educator in Monterey. [ wish to write in support of the board’s

proposal to further cap the price increases for local hospitals in Monterey. The high healthcare
costs in our area deeply affect myself, my colleagues and our community.

Thank you for your time,

Caitlin
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April 10, 2025

Megan Brubaker

Office of Health Care Affordability
2020 W EL Camino Ave., Suite 1200
Sacramento, CA 95833

Sent Via email to: OHCA@HCAIl.ca.gov

SUBJECT: PROPOSED HOSPITAL SECTOR SPENDING TARGET - OPPOSE
Dear Megan:

| am writing on behalf of the California Children’s Hospital Association (CCHA), representing
California’s eight not-for-profit, freestanding children’s hospitals. We thank you for the opportunity
to provide feedback on the proposed methodology for identifying high-cost hospitals that would be
subject to a lower cost growth target. While none of our member hospitals have been identified as
high-cost hospitals under the proposed methodology, we have serious concerns about the
underlying approach recommended by the Office of Health Care Affordability (OHCA) and the
potential ramifications of moving ahead as proposed.

Critical Role of Children’s Hospitals

CCHA's member hospitals offer unparalleled regional expertise to treat the most complex, life-
threatening conditions a child can face, including sickle cell disease, pediatric cancers, cystic
fibrosis, and congenital heart defects. They disproportionately serve children and youth covered by
Medi-Cal, which pays for approximately 63 percent of all children's hospitals claims. They also serve
as the largest providers of pediatric specialty care for the State's California Children's Services (CCS)
Program, with 68 percent of all CCS claims attributable to our members.

Children's hospitals train 49 percent of California's pediatric residents and provide pediatric
rotations for approximately 30 percent of all nurses. In addition, they house 46 percent of all licensed
pediatric beds and 58 percent of all PICU beds in the state, and they provide 114,000 inpatient visits
and 2.3 million outpatient visits each year. The well-being of children in the state is directly
connected to the well-being of its children's hospitals.

Unique Operational and Financial Challenges

Children's hospitals face distinct challenges that affect their cost structures and ability to adapt to
spending constraints:

Higher Acuity and Specialty Care: Our members treat the most medically complex pediatric
patients, often receiving transfers from hospitals across California and beyond when those
patients require specialized (and often costly) care unavailable in their local communities.

Disproportionate Dependence on Medi-Cal: As mentioned above, two-thirds of our patients
receive coverage through Medi-Cal, which has historically under-reimbursed for care. Over the
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past decade, our members have already implemented extensive efficiency measures to
compensate for flat or reduced reimbursement rates.

Impact of New Therapies: Children's hospitals disproportionately provide access to new, life-
saving therapies like gene and cell therapy cures for conditions like sickle cell disease,
transfusion-dependent beta thalassemia, and spinal muscular atrophy. One member hospital
reports that providing these curative therapies to all eligible children could increase their
pharmacy spending by over 60 percent in a single year.

Increasing Pediatric Service Consolidation: Community hospitals across the state are continuing
to scale back or eliminate pediatric services because these programs are financially
unsustainable to maintain. This growing trend is leading to regional gaps in access, particularly in
rural and underserved communities. As a result, children's hospitals are being asked to absorb a
greater share of high-acuity patients, creating what is effectively an adverse risk pool.

Implementation Concerns and Timing

CCHA has consistently advocated for a more measured approach to OHCA's implementation
timeline. Most recently, in our January 18, 2025 letter, we expressed concern about the speed with
which OHCA is considering the creation of hospital-specific sectors and the establishment of sector-
specific targets.

While OHCA staff are correct that the statute doesn't prohibit the board from establishing sectors
and sector targets sooner than the statutory deadline, moving quickly is not necessarily prudent. This
process should proceed cautiously, with full consideration of how the statewide target is affecting all
stakeholders, including families, providers, insurance companies, drug manufacturers, medical
device suppliers, labor unions, governmental agencies, and others.

All stakeholders would benefit from a comprehensive analysis of spending across various segments
of the health care system, identification of areas with high spending growth, and meaningful
assessment of spending drivers to determine whether differences in spending are appropriate.
Without this analysis, we question how this proposal meets OHCA's statutory requirement to
"minimize fragmentation and potential cost shifting and encourage cooperation in meeting statewide
and geographic region targets."

Advancing to the next step in this process without sufficient data on the previous step's impact could
undermine system stability and access for children and families.

Methodological Concerns

Children's hospitals clearly recognize the financial pressures that rising health care costs place on
families, employers, and the state. We fully support the Office of Health Care Affordability's mission
to make health care more affordable and equitable. However, we have significant concerns about
the proposed methodology for identifying high-cost hospitals and establishing a lower cost growth
target for them.

As currently designed, the approach appears overly simplistic and raises important questions about
its potential downstream impact on hospital operations and, most critically, on the patients and
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families these institutions serve. The current proposal does not fully address key statutory
requirements, namely, how spending targets will safeguard access to care, promote equity, or
prevent cost-shifting.

Instead, it focuses narrowly on inpatient costs, and the ratio of commercial costs to Medicare costs,
metrics that, while useful, can overlook legitimate structural cost drivers. These include payer-mix,
average daily census, local wages, and the financial health of each institution. For example, the
current list of high-cost hospitals includes one with a very low average daily census and another with
fewer than 20 days of cash on hand. These factors suggest the methodology may be targeting
hospitals whose elevated commercial rates reflect operational necessity rather than inefficiency.

While children's hospitals are not currently included in the high-cost group identified by OHCA, we
are deeply concerned about the precedent these targets set, particularly given the unique financial
and operational challenges pediatric institutions face. Children's hospitals often rely on specialized
staff, equipment, and medications that are especially vulnerable to supply chain disruptions and
price increases. If future targets are applied without fully accounting for these factors, the impact on
pediatric care access and quality could be substantial.

Financial Feasibility Concerns

We are also concerned about the financial viability of the proposed spending targets for hospitals
designated as high-cost. The growth caps, starting at 1.8 percent in 2026 and declining to 1.6 percent
by 2029, fall well below projected inflation (estimated at 2.6 percent) and well below the actual rate
of cost growth for hospitals. Labor expenses alone are rising by approximately 6 percent annually,
while drug and supply costs are increasing by 10 percent and 8 percent, respectively. These are real,
compounding pressures that hospitals must manage every year. Asking hospitals to absorb these
increases while simultaneously restricting spending growth could significantly affect their ability to
maintain staffing levels, invest in infrastructure, and sustain critical services—particularly in high-
need areas such as pediatric care, trauma response, and behavioral health.

Additionally, the current U.S. tariff environment introduces further financial uncertainty. Ongoing and
proposed tariffs on medical equipment, pharmaceuticals, construction materials, and electronic
components, many of which are essential to hospital operations, threaten to drive supply and capital
costs even higher. Hospitals have limited ability to mitigate these externally imposed cost surges,
and they disproportionately affect institutions already operating with thin margins or serving
complex, high-cost patient populations.

California’s hospitals are already under considerable financial strain. Imposing tight cost growth
limits without mechanisms to account for shifting economic conditions, policy changes, or trade-
related cost shocks may unintentionally jeopardize access to care for vulnerable populations. We
encourage OHCA to incorporate safeguards and flexibility into the methodology to ensure spending
targets reflect operational realities and protect essential services.

Conclusion
We respectfully urge OHCA to reconsider implementation of its current methodology for establishing

high-cost hospital designations and associated spending targets. A more balanced and inclusive
process, grounded in rigorous data, comprehensive system-wide analysis, and a shared
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commitment to both fiscal responsibility and equitable access to care, is essential. We remain eager
to work collaboratively with OHCA and other stakeholders to build a path forward that demonstrates
thoughtfulness and sustainability and centers the needs of patients and communities.

If you have any questions or would like additional information, please contact me at (916) 203-0488
or mmorton@ccha.org.

Sincerely,
Mira Morton

Vice President of Government Affairs
mmorton@ccha.org

Cc: Members of the Health Care Affordability Board:
e Dr. Sandra Hernandez

Kim Johnson
Dr. Richard Kronick
lan Lewis
Elizabeth Mitchell
Donald B. Moulds, Ph.D.

e Dr. Richard Pan
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
Darci Delgado, Assistant Secretary, California Health and Human Services Agency
Richard Figueroa, Deputy Cabinet Secretary, Office of Governor Gavin Newsom
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April 11, 2025

Megan Brubaker

Office of Health Care Affordability
2020 W. El Camino Ave., Suite 1200
Sacramento, CA 95833

Subject: Dignity Health-California Hospital Medical Center Opposes Proposed Hospital Sector Spending Target
Recommendations
(Submitted via email to OHCA@HCAl.ca.gov)

Dear OHCA Board Members and Staff,

On behalf of Dignity Health-California Hospital Medical Center, | appreciate the opportunity to provide
comments regarding OHCA’s consideration of sector-specific spending targets and the methodology for
determining a high-cost hospital list. | am deeply concerned about the speed and the process that has been
taken to develop this list and the overall hospital sector spending targets and urge the Office to take additional
time for analysis and discussion before finalizing sectors or corresponding targets.

Patients’ access to care is at stake and California Hospital Medical Center remains committed to achieving our
shared goals of affordable, high-quality care, and we ask that OHCA proceed with a keen eye toward ensuring
that care is not diminished in a hasty pursuit. Establishing a hospital sector-specific spending target first and
identifying high-cost hospitals without a comprehensive analysis, including ignoring uncontrollable cost factors
like the required 2030 seismic retrofitting, which will cost more than $100 billion statewide, or the new
$25/hour minimum wage, risks destabilizing hospitals and reducing access to essential services. These
uncontrollable cost factors, paired with significant underfunding from Medicare and Medi-Cal, are making it
extremely difficult for us to continue to provide care for our community.

California Hospital Medical Center is located in the urban core of Los Angeles, blocks from skid row—the
epicenter of a large, unhoused population in the city. California Hospital is a long-standing safety net/DSH facility
with the vast majority of patients insured by government-sponsored programs—Medicaid/MediCal or Medicare.
Emergency department visits exceed 70,000 while over 2,500 babies are delivered per year. In the California
Hospital service area, 30% live in households less than 100% of the federal poverty level with 38% of families
with food insecurities.

California Hospital provides numerous programs to address the needs of area patients including Early Head

Start, Welcome Baby, supportive housing for chronically homeless services, behavioral health clinic, and
substance abuse navigation services.

If these factors are ignored, California Hospital Medical Center will need to reconsider certain investments in the
community and in access, making some service lines vulnerable for reduction or even elimination. Maternity
care, Pediatrics, and Neonatal Intensive Care are essential services for South Los Angeles community members
yet will be at risk of closure if sufficient funds are not available.
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OHCA’s spending targets fail to adequately consider the impact of inflation and other rising costs that are
beyond hospitals’ control. {gnored areas include pharmaceutical costs, general inflation, and other state or
federal mandated spending. Pharmaceutical costs are high and rapidly increasing, particularly with the rise of
gene therapies and other advanced treatments. It is a significant driver of hospital expenses. Since 2000,
California has experienced a cumulative inflation rate of approximately 67.5%, significantly increasing the cost of
supplies and services. Hospital cost inflation trends confirm this pressure:

O FY 2024 Salaries and benefits costs rose 6.4% over the prior year.

o FY 2024 Supplies costs rose 6.1% over the prior year.

O FY 2024 Purchased services costs rose 8,0% over the prior year (adjusted for California’s
provider fee).

© Recent Kaufman National Hospital Flash Reports validate these trends, showing labor costs
rising 5%, supplies 9%, and pharmaceuticals 9%.

We face numerous state and federal mandates that increase costs, including seismic retrofit requirements that
must be met by 2030 that will cost hospitals in the billions. These obligations must be factored into spending
targets, sector specific spending targets, and-any development of a “high-cost” list. OHCA must address these
underlying cost drivers or risk imposing artificial constraints that do not actually improve affordability for
patients.

Less than 10% of gross charges come from commercial payers; that means that more than 90% of our patient
care results in government payers, self-pay, or charity care. Dynamics between commercial and government
payers need to be accounted for: Approximately 9 out of 10 patients who come to our hospital rely on Medi-Cal
or Medicare products for their health coverage. This results in 92% of patients having government-sponsored
health plans where reimbursement falls far short of covering our costs. For California Hospital Medical Center,
this dynamic resulted in over $19 million in losses last fiscal year.

We have significant concerns with the premature development of the sector target, a “high-cost hospitals” list,
and what staff have used or excluded in their determination of which hospitals fall on this list for many of the
reasons mentioned above. One of the most obvious areas for concern for the spending targets that is also very
relevant for this sector list: Focusing solely on the commercial year over year revenue caps, the office is missing

the complete picture and does not solve the underlying problem causing commercial rates to necessarily bridge
the gap.

California Hospital Medical Center is already striving to figure out how we would meet the recently set 3.5%
spending target. However, setting specific sector targets and lowering the target further for certain hospitals—
without a clear understanding of how spending will be measured—would force us to reduce the care we
provide. While it is difficult to predict exactly which services would be impacted, it is clear that further
constraints would negatively affect our ability to maintain or expand services for our community’s most
vulnerable populations.
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Health care affordability is a shared responsibility, and we remain committed to working with OHCA and other
stakeholders to achieve sustainable cost containment strategies. However, imposing one sector’s spending
targets without addressing the real cost drivers will only undermine our ability to provide high-quality care. We
urge OHCA to take additional time for analysis and continue with further stakeholder engagement before
finalizing any sector-specific targets or high-cost hospital determinations.

We appreciate your consideration of our concerns and welcome further dialogue on this critical issue.

Sincerge 7}

Jill Welton
Market President, Southern California
Dignity Health-California Hospital Medical Center
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Megan Brubaker

Engagement and Governance Manager
Department of Health Care Access and Information
Office of Health Care Affordability

2020 W El Camino Ave.

Sacramento, CA 95833

Subject: Concerns with High-Cost Hospital Sector Target Proposal and Request for Time-
Limited Public Health Care System Exclusion

Dear Ms. Brubaker,

On behalf of the members of the California Association of Public Hospitals and Health Systems,
I am writing to express concerns with the Office of Health Care Affordability’s (OHCA's)
proposed methodology to identify high-cost hospitals and set separate target values for these
facilities and to urge that public health care systems (PHS) be excluded from the high-cost
hospital sector target(s) until concerns around the metrics and underlying data that
disproportionately impact PHS are resolved.

California’s 17 PHS, which include county-operated and -affiliated facilities and the five
University of California health systems, are the core of the state’s health care safety net. PHS
have a mission and mandate to deliver high-quality care to all, regardless of ability to pay or
insurance status, across a comprehensive range of services. Despite representing only 6% of
all hospitals statewide, PHS provide 35% of all Medi-Cal and uninsured hospital care. They
contribute over $4 billion annually to the Medi-Cal program, in place of the state’s share, with
many of their payments uniquely tied to quality and performance improvements. Additionally,
these systems train a diverse and inclusive workforce, including nearly half of all new doctors in
hospitals across the state.

We share the goals of OHCA and the Health Care Affordability Board to improve affordability for
patients and slow the growth of health care spending. However, we have concerns with the
high-cost hospital metrics and the underlying data being used to measure performance. We
have conveyed a number of these concerns to OHCA and the Department of Health Care
Access and Information (HCAI) leadership, and we appreciate their engagement with us.

While OHCA has acknowledged many of our concerns and is working to explore solutions for
some or gain a deeper understanding of others, several issues remain unresolved. We are
concerned that these will not be addressed in time for the final adoption of the methodology for
determining high-cost hospitals and setting sub-sector target(s).

We therefore urge OHCA and the Board to avoid any adverse impacts to our systems by
adopting a temporary exclusion for PHS from the high-cost hospital target(s). We commit
to continuing to work with OHCA and HCAI leadership to resolve these issues and inform the



development of a more meaningful methodology for determining high-cost hospitals in the state.
Our specific concerns are detailed below.

Concerns with High-Cost Hospital Metrics and PHS Considerations

Since December 2024, OHCA has considered a number of metrics to identify and measure
“disproportionately high-cost hospitals.” Several PHS have appeared in prior high-cost hospital
lists created by OHCA. We are concerned that some of the metrics being considered to identify
high-cost hospitals and the underlying data being used to measure performance do not account
or adjust for several attributes that are unique to PHS’ financing and care delivery, including the
following issues:

PHS’ Medi-Cal self-financed payments and HCAI hospital reporting: PHS play an
enormous role in the Medi-Cal program. They do so not just as providers, but also as a
source of financing, in which most of their Medi-Cal revenues are reimbursed through
self-financed payments, meaning that PHS themselves — not the State — provide the
non-federal share of the payment. For these Medi-Cal payments, PHS only receive as
revenue the federally matched portion, or the net amount of the payment. It is only this
portion that helps PHS cover the costs of the care. However, many PHS report the gross
amount of the payment — both the non-federal share they provide and the federal match
— in the Hospital Annual Financial Disclosure Reports (the data source being used to pull
revenue information), which is different from how private hospitals report supplemental
funding from the Hospital Quality Assurance Fee Program. Using this reported data
drastically, and inaccurately, inflates PHS’ revenues. For example, several PHS have a
payer mix of more than 60% Medi-Cal, for which they are self-financing the majority of
the payments. Using gross data for these payments significantly increases the inpatient
net patient revenue (NPR) per case mix adjusted discharge (CMAD) results for these
systems, leading to inaccurate outcomes in their performance on the metric.

OHCA's enabling statute further points to the need for additional considerations of this
issue, stating that “with respect to Medi-Cal, the methodology shall consider provision of
nonfederal share ... associated with Medi-Cal payments, such as expenditures by
providers ... that serve as the nonfederal share associated with Medi-Cal
reimbursement.”

If Medi-Cal revenues are used in any way to determine which hospitals should be
identified as high-cost (e.g., such as the all-payer inpatient NPR per CMAD metric
previously considered), or in determining PHS’ performance against spending target(s),
issues around self-financed payments and how they are reported or treated must be
resolved for OHCA's analysis to be meaningful and valid.

We appreciate several prior conversations with OHCA to discuss this issue in more
detail and look forward to partnering on a solution.

Most county-affiliated PHS do not have commercial contracts: Most county-operated
and/or -affiliated PHS primarily serve Medi-Cal and uninsured patients, and do not have
commercial contracts with health plans due to challenges with contracting. However,
PHS are major providers of intensive, high-cost services like trauma and burn care —
services that are not provided by other hospitals in the community. Patients in need of
this care (regardless of their type of coverage) are often served by one of our systems.

" CA Health and Safety Code § 127502 (2022).



Consequently, the revenue for the services provided by county-affiliated PHS in the
commercial market is likely for very expensive and highly acute services for a relatively
small patient population. This heavily skews PHS’ performance on metrics like the
commercial inpatient NPR per CMAD measure and contributed to some county-affiliated
PHS appearing in OHCA’s prior high-cost hospital lists.

We look forward to having conversations with OHCA on this specific issue and how it
can be resolved or accounted for in the high-cost hospital methodology.

PHS facility attributes/services: PHS are integrated systems of care. Several PHS that
appeared in OHCA's prior high-cost hospitals’ lists have other types of facilities, service
lines, and/or facility attributes that impact their revenues and performance on the metrics
when compared to standalone or community hospitals. For example:

o One PHS previously identified by OHCA as a potential high-cost hospital has
three other hospitals on its license that are captured in the reporting and metric
performance but that provide significantly different services, including psychiatric
care, subacute care, and long-term care. These types of services and the
associated data must be evaluated separately or reconciled in OHCA's analysis
of high-cost hospitals to accurately make comparisons across hospitals for the
metrics under consideration.

o Nearly all PHS are major providers of very high intensity services. For example,
eight of the 13 burn centers in California are operated by a PHS. All the
University of California (UC) academic health centers operate a burn center and
provide many other types of extremely high-cost quaternary and tertiary care,
such as major organ transplants. They also care for rare conditions like sickle cell
disease and hemophilia. The case mix index (CMI) adjustment in the current
proposed methodology does not adequately account for the revenues needed to
support these services and the variation in services across the hospital sector.

In recent conversations, OHCA has acknowledged the need for continued engagement
to inform how it will account for specific facility attributes and its measurement of health
systems, and we look forward to partnering on solutions.

Coding challenges, CMI adjustment issues, and need for outlier adjustments:

o Impacts due to limited coding abilities: We appreciate OHCA's efforts to adjust for
patient acuity in its analysis. However, the methodology OHCA is using benefits
hospitals with better coding abilities. PHS are not paid according to a diagnosis-
related group (DRG) methodology for their Medi-Cal inpatient stays.
Consequently, most county-affiliated PHS have more limited coding abilities and
resources. County PHS have reported having a lower CMI compared to other
similar hospitals, which resulted in questionable performance outcomes.

o Need for Outlier Adjustments: PHS serve some of the highest-risk and complex
patients (e.g., for burn, transplant, and trauma care, etc.) that require longer
lengths of stay when compared to other acute hospitals. This distorts PHS’
performance on the metrics under consideration. While we appreciate that OHCA
has tried to normalize the data using Medicare Severity DRGs (MS-DRGs), this
methodology alone does not factor for longer lengths of stays typically seen with
higher acuity patients.



We recommend OHCA consider additional adjustments for these outlier lengths

of stay. Specifically, we suggest OHCA:

1) Exclude services that have longer lengths of stay like rehabilitation, subacute
care and skilled nursing. OHCA should remove facilities that solely provide
these services altogether from its analysis. OHCA should also exclude these
services when provided by acute care hospitals as identified by their DRG or
place of service and remove any of the associated data from its analysis; and

2) Exclude highly specialized services like transplants, burn, and trauma,
associated with longer lengths of stay, by removing data associated with
these services from the analysis as identified by their DRG/International
Classification of Diseases, Tenth Revision (ICD-10) diagnoses.

Without such adjustments, a comparison across hospitals would not be
appropriate and unfairly penalizes PHS for providing these services and the
patient populations they serve.

o Need for Adjustment for Children’s Services: Several PHS also provide high-
intensity services like trauma and neonatal intensive care to children. The UC
academic health centers that have appeared on prior high-cost hospital lists have
children’s hospitals embedded within their systems and often receive referrals
from other nearby children’s hospitals. The MS-DRG methodology in the current
measurement approach does not adequately adjust for children’s services, which
is an issue that has been acknowledged by OHCA and the Board for children’s
hospitals. This issue also impacts some PHS and results in skewed performance
in OHCA's analysis.

We appreciate OHCA'’s attention to these issues and its openness to work towards
resolving them. OHCA staff have expressed an interest in learning more about PHS’
payment methodology and how this impacts coding abilities and performance outcomes,
potential adjustments for outlier stays, and conveyed that it is looking at a tool to better
adjust for children’s services. We look forward to OHCA’s feedback about our
recommendations related to outlier adjustments. We also recognize there are limitations
with the data sources OHCA is considering, and there may be a need for OHCA to
consider additional data. CAPH remains committed to working with OHCA to resolve
these concerns.

In addition to the concerns described above that are unique to PHS, we also encourage OHCA
and the Board to consider broader challenges with the measurement methodology:

Discrepancies with OHCA's methodology re: revenues: For some payers, OHCA must
estimate the allocation of inpatient NPR vs. outpatient NPR based on billed charges.
Several PHS have found OHCA's estimates to be significantly different when compared
to actual inpatient and outpatient NPR amounts. Further, some PHS have unique
payment methods that could further skew performance. For example, one county-PHS is
uniquely paid via an all-inclusive bundled charge methodology rather than through
itemized billing. From their analysis, the split between inpatient and outpatient using
gross charges (OHCA's approach) is skewed heavily to inpatient, inflating the proportion
of NPR to inpatient. These nuances must be considered as OHCA works to identify
which hospitals should be considered “high cost.”




We understand OHCA does not anticipate making any changes to its estimate of
inpatient NPR. We remain concerned about this approach for the reasons described
above and would encourage further consideration so that OHCA’s analysis is valid and
meaningful.

e Measurement of health systems: OHCA's proposed methodology to measure health
system revenues and performance based on the HCAI hospital reporting, which is done
according to how the system/facilities are licensed, may not align health system
financing.

As described, PHS are systems of care and have integrated financing across their
systems. And some PHS have multiple hospitals within their systems that are separately
licensed facilities. This creates challenges with accurate measurement of health systems
under OHCA's approach as some revenue allocations to individual facilities can be
somewhat arbitrarily reported or there could be a higher likelihood of revenue shifts
between facilities from year to year depending on individual facilities’ financial
circumstances, impacting performance on the measures. Other PHS have consolidated
licenses, with multiple hospitals on one license, and are measured together as a system.
OHCA’s measurement approach should be disconnected from the licensing structure of
health systems to create more meaningful and accurate results.

Further, PHS operate over 150 clinics across their systems, with many that are off the
hospital license and that are not captured in the HCAI hospital reporting. Focusing only
on inpatient revenues to determine high-cost hospitals and measure performance does
not account for the entire financial circumstances of health systems, where inpatient
revenues are often used to support outpatient service delivery.

¢ Need to account for capitated arrangements: Some hospitals and health systems
(including some PHS) are fully capitated for the patients they serve, responsible for
providing and managing all of the care provided to their patients, as well as the financial
risk. This means that they must also make payments to other providers for any out-of-
network care delivered to the patient population they are capitated for. Although there is
variation in reporting, some systems report the gross amount of the capitated payment in
the HCAI hospital reports without removing the out-of-network expenses. This inflates
the net patient revenues and could significantly skew performance on a metric like
inpatient NPR per CMAD. For example, one PHS reported that nearly half of all their
capitated revenues go towards covering out-of-network expenses but this is not adjusted
for in the net patient revenues reported to HCAI. OHCA must also consider these
arrangements and how they are accounted for in the data as it could lead to significant
impacts to performance on the measures being considered.

We Urge the Board to Adopt a Temporary Exclusion for PHS from the High-Cost Hospital
Sector Targets

For all of the reasons described above and given OHCA and the Board’s rapid timeline to adopt
high-cost hospital sector target(s), we urge OHCA and the Board to temporarily exclude PHS.
More time is needed to carefully consider and work through these concerns. We appreciate the
dialogue and engagement with OHCA and HCAI staff and are hopeful we can continue working
towards solutions.

Thank you for your consideration and partnership to support California’s health care safety net.



Sincerely,

Erica B. Murray
President and CEO

cc: Members of the Health Care Affordability Board:
Secretary and Board Chair, Kim Johnson
Dr. Sandra Hernandez
Dr. Richard Kronick
lan Lewis
Elizabeth Mitchell
Dr. Donald Moulds
Dr. Richard Pan
Elizabeth Landsberg, Director, HCAI
Vishaal Pegany, Deputy Director, OHCA
Darci Delgado, Assistant Secretary, California Health and Human Services Agency
Richard Figueroa, Deputy Cabinet Secretary, Office of Governor Gavin Newsom
Michelle Baass, Director, Department of Health Care Services



From: cledesma@everyactioncustom.com on behalf of Carol Ledesma

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Monday, March 10, 2025 12:33:18 PM

[You don't often get email from cledesma@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

I live in a more rural area and our local hospital charges generally double what I can spend on the same services in
the next community, about 45 minutes away. That trade off costs me more of my precious sick time. And I'm lucky.
I have sick time and reliable transportation. There are many in my community who have neither and must bear the
outrageous local costs. I have Medicare. Even with that, Medicare does not cover everything so my reasonable
deductible can more than double or triple for those items not covered. Drug costs are high. Again, I am insured, but
everything I take tends to be Tier 3, the most expensive. High health care expenses have caused me to delay or
ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Carol Ledesma



From: storyspice@everyactioncustom.com on behalf of casee maxfield

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 5:16:58 PM

[You don't often get email from storyspice@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
casee maxfield



April 9,2025

Megan Brubaker

Office of Health Care Affordability
2020 W El Camino Ave., Suite 1200
Sacramento, CA 95833

Subject: OHCA'’s Cost Cutting Measures Hurt Patients Like Me
(Submitted via email to OHCA@HCALca.gov)

Dear Ms. Brubaker:

Thank you for the opportunity to share my story. As a Californian who relies on care from Stanford
Hospital. 'm concerned that the Office of Health Care Affordability’s attempts to cut health care costs
will cause me to lose the care we need.

My late husband survived a traumatic brain injury without long-lasting handicaps thanks to excellent
care at Stanford. He later was rushed to Stanford after suffering a stroke. Again, his care was excellent
and he was able to be discharged home. T have used the emergency room several times and gotten good
care and two friends have been hospitalized there and were very pleased with the outcomes.

In addition to caring for my husband, Stanford helped me. Nurses and doctors spent time with me
discussing outcomes and supporting me with information and moral support as I made medical decisions
about his care. During most of his time in ICU and special stroke wards I felt I was treated as part of the
medical team caring for him. They listened to me and gave me information so I could contribute to his
care.

Unfortunately, he suffered another fall and ultimately died of a second traumatic brain injury, but I
remain grateful for the extra time we spent together thanks largely to his care at Stanford. I feel so
strongly about hospital that [ have volunteered for nearly 10 years to help give voice to the needs and
experiences of family members and caregivers. I have experienced hospital managers listening to my
concerns and making changes to improve patient care based on those concerns.

In this time when research and healthcare seem to be under attack from all sides. Stanford is an
institution that cares deeply for patients and their families while contributing to the world’s
understanding of many types of injury and disease. [ would hate to see changes that could peel away
resources and force change that could lessen the quality of that care.

Sincerely,

Cathy Castillo

Castillo.cathy@ymail.com



From: iambasque@everyactioncustom.com on behalf of Cathy Foxhoven

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 9:59:03 AM

[You don't often get email from iambasque@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Cathy Foxhoven



From: Celina Perez

To: HCAI OHCA

Cc: laura.edwards@asm.ca.gov; Nick Buro

Subject: OHCA's Cost Cutting Hurts Hospitals and NorthBay Health’s Patient
Date: Friday, April 11, 2025 10:31:28 AM

You don't often get email from celina.perez@firstchancevallejo.com. Learn why this is important

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability,

My name is Celina Perez, Executive Director of First Chance Vallejo, a nonprofit that provides
essential resources and opportunities to underserved youth in Vallejo. | also serve as a
Juvenile Justice Commissioner for Solano County and Chaplain for VFW Post 1123, where |
support our veterans and their families.

I’'m writing to express serious concerns about OHCA's proposed 3.5% spending cap on
hospitals and the inclusion of NorthBay Health on a list of so-called “high-cost” providers. This
proposal poses a direct threat to the health and well-being of our community, especially the
most vulnerable among us.

NorthBay Health is an independent, nonprofit hospital system that delivers high-quality care
to all Solano County residents—including a high percentage of Medicare and Medi-Cal
patients, as well as area veterans and families from Travis Air Force Base. The services
NorthBay provides are not only unmatched in our region—they are lifesaving.

The proposed cap is well below inflation and does not account for soaring costs in staffing,
medicine, and supplies—now estimated between 6% and 10%. If implemented, this cap would
severely restrict NorthBay’s ability to maintain its top-rated care, let alone follow through on
its $250 million investment to help close our region’s primary care gap over the next six years.

Labeling NorthBay as “high cost” is misleading and unfair, especially when 76% of its patients
receive Medi-Cal and Medicare support. It punishes efficient, community-based systems that
are doing the hard work of caring for vulnerable populations.



Our community depends on NorthBay—not only for emergency and preventive care, but for
the services no other local provider offers. Limiting their ability to deliver care will mean
longer wait times, potential layoffs, and worsening health outcomes—particularly for our
seniors and those who served our country.

| urge OHCA and state leaders to reconsider this misguided cap and protect access to care in
Solano County and across California.

Thank you for your consideration.

Sincerely,

Ms. Celina Perez, Executive Director
(707) 652-9925

www.FirstChanceVallejo.org
First Chance Vallejo 501(c)(3) children's charity dedicated to closing the gaps for our

youth.
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April 11, 2025

Megan Brubaker

Office of Health Care Affordability

Department of Health Care Access and Information
2020 West ElI Camino Ave., Ste. 1200

Sacramento, CA 95834

Proposed Hospital Sector Spending Target Recommendations to the Health Care Affordability
Board: SUPPORT

Dear Ms. Brubaker:

The undersigned union locals represent education workers of all kinds, from teachers to instructional
aides, custodians to maintenance workers, office administrators to kitchen staff and more. While our jobs
are very different, our basic needs are the same: the fair wages, quality benefits, and safe working
conditions necessary to live decent lives with our families. However, in recent years, the skyrocketing
cost of healthcare has threatened to derail all three.

More and more of our needed pay increases are lost to cover out-of-control healthcare costs, efforts to
expand benefits often fail in the face of relentlessly expensive healthcare coverage, and costs are so great
that care becomes inaccessible, and we must simply suffer through illness and injury while trying to do
our already difficult jobs. Add to this the stress of explaining to our children that times are tight and a
given expenditure must be forgone because health care costs take more and more, and we are in a dire
situation that demands immediate attention.

That’s why we have joined together to support the proposed hospital sector spending target values that
would set lower cost growth targets for a small number of extraordinarily high-cost hospitals. These
highest cost hospitals in California are paid much more than the average California hospital and lie at the
heart of our current cost crisis.

For example, out of a total of 439 hospitals, 11 were found to be the highest cost hospitals in California.
These 11 hospitals are literally twice as expensive as the average, costing $40,000 per hospital visit as
opposed to $20,000 at the average hospital, after adjusting for severity of condition requiring care.
Employer coverage and individual consumers pay these hospitals 4-5 times—or even 7-8 times—as much
as what Medicare pays as a proportion of costs. Californians simply cannot afford these exorbitant costs;
we must allow the Office of Health Care Affordability to achieve your legislatively mandated charge and
set a lower cost target for these indefensibly expensive hospitals.

Setting a lower cost growth target for these hospitals would force their relentless price hikes to slow over
time, bringing much needed relief to Californians, to our health care system, and to our families. We urge
you to support this critically important proposed regulation.
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President
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President
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Classified Employees Local 4683

Matt Meyer
President
Berkeley Federation of Teachers 1078
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President
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President
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President
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President
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President
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Union President
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President
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President
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Co-President
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President
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‘ Hospital
Association

April 11, 2025

Megan Brubaker

Office of Health Care Affordability
2020 W EI Camino Ave.
Sacramento, CA 95833

Subject: CHA Requests Withdrawal of Proposed Hospital Sector Spending Target
Recommendations to the Board
(Submitted via Email to Megan Brubaker)

Dear Ms. Brubaker:

California’s hospitals are committed to improving affordability, access, quality, and equity in California’s
health care system. However, they represent just one slice of the health care industry. Statewide, $2 out of
every $3 of health care spending goes to providers and payers other than hospitals. Moreover, National Health
Expenditure data show a significant gap between hospitals’ efficiency and that of the health care field at large.
Despite the state’s high cost of living, per capita spending for all health care services ranks in the middle of the
pack, at 29t lowest nationally. However, when narrowed to only per capita hospital spending, California’s rank
improves 11 places — landing at 18 lowest nationally. Accounting for California’s nation-leading cost of living
shows that hospitals are even more efficient, outpacing most of the nation in delivering cost-effective care to
patients.

Unfortunately, the Office of Health Care Affordability (OHCA) continues to ignore these and other key
facts. Its February 2025 proposal to establish reduced spending targets for hospitals determined to be
“high cost” is deeply flawed. It unfairly targets a single class of providers, comes before OHCA has done
the necessary groundwork, relies on unsound methodologies and anomalous data, is inconsistent with
key aspects of state law, and would endanger access to health care in communities across California. For
these reasons, the California Hospital Association (CHA), on behalf of more than 400 hospitals and
health systems, asks OHCA to withdraw its proposal until the office has addressed these issues and
conducted a far more balanced consideration of sector targets under all relevant statutory factors.

Flawed Approach for Identifying High-Cost Hospitals Leads to lllogical Results

OHCA proposes to designate hospitals as high cost if, for three out of five years between 2018 and 2022,
they fell in the top 15% on two financial measures. The first measure reflects commercial inpatient
reimbursement per case mix-adjusted discharge, while the second measure compares the relative cost
coverage between hospitals’ commercial and Medicare payers. Neither measure accounts for factors
beyond hospitals’ control that significantly influence their measured scores, and together generate an
arbitrary list of hospitals that bear little relation to one another — other than the fact that they just
happen to be high on two narrow measures that do not fully reflect the myriad factors influencing

1215 K Street, Suite 700, Sacramento, CA 95814 = Office: (916) 443-7401 = www.calhospital.org



hospital costs. Even at this late stage of the process, the office has yet to address questions about the
underlying data’s quality and appropriateness. Ultimately, these shortcomings are a result of OHCA
moving too fast and neglecting legislatively mandated due diligence. That critical work must be
completed prior to adopting policies that will profoundly impact millions of patients and workers who
rely on hospitals. More detailed comments on the proposed methodologies are provided below.

Commercial Reimbursement Measure Penalizes Hospitals for Operating in High-Cost Areas and
Paying Their Workers Accordingly. California is home to four of the 10 highest cost-of-living

metropolitan areas in the entire
country. The Bay Area and Central
Coast are extraordinarily expensive
places to live, even by California
standards. Predictably, OHCA'’s
commercial reimbursement
measure disproportionately
identifies hospitals operating in
high-cost areas, with eight of the
11 listed hospitals located in just
these two regions of the state. The
figure to the right shows just how
expensive the cost of living is in the
areas containing hospitals
designated as high cost. To offer
competitive wages in their
communities, the 11 high-cost
hospitals paid nonsupervisory
workers an average salary of
$111,350 in 2022 — 21% higher
than the $91,883 average salary
paid to comparable workers at
other hospitals. Adequate
compensation is critical to ensuring
a strong, stable workforce. To avoid
penalizing hospitals simply for
negotiating commercial rates that
allow them to pay their workers
fairly, OHCA must evaluate and
incorporate adjustments that
account for differences in hospitals’

OHCA's High-Cost Hospitals Are Overwhelmingly Located in Regions
with the Highest Cost of Living

Source: American Community Survey 5-year average ending in 2023

operating costs due to cost-of-living factors beyond their control.

Commercial Reimbursement Measure Myopically Focuses on a Small Subset of Patients and
Services. Shortfalls in reimbursement from government payers — Medicare and Medi-Cal — force
hospitals to rely on commercial payers to cover their costs. By looking only at hospitals’ commercial
reimbursement, the measure fails to control for the fact that some hospitals have more financially
favorable payer mixes than others; hospitals without this distinct financial advantage need more revenue
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per commercial patient to cover their costs. As the figure below shows, hospitals with higher commercial
inpatient revenue per case mix-adjusted discharge have disproportionately small commercial payer
mixes. By using this measure without any control for differences among hospitals in their payer mixes,

Hospitals with Higher Commercial Reimbursement Have Lower Commercial Patient Volumes OHCA risks penalizing
hospitals for treating
° 2 z
—_ disproportionate shares
" o of low-income Medi-Cal
B s e patients and elderly
L. R Medicare patients and
A o . ® making up their
P L]
S $40,0001 P o ¢ payment shortfalls the
= s T % only way they can —
o e 2. L, through higher
® @ ® .
< o s ¢ s © ® o ° commercial payments. If
E Y A X0 A . hospital bl
3 s 9.“.}... o3 o & - ospitals were not able
£ ~ ey o0 LY - to recoup shortfalls in
G $20,000 ..\‘ &% o Og’ :: ® .
s °s .!w o eRge - ~ ~ . this way, the number
o® = P o g
°t€ﬁf‘.’.. ce ', .‘.':0 % - U e operating at a loss
& -
3..0‘.305&- '. 0 e o0 . ¢ (currently more than
® ® ®0 . 2
:.. 2% e o .8 o « half of hospitals in
® California) would
®
$01
undoubtedly skyrocket,
0% 25% 50% 75% = H >
Commercial Discharges as Percent of Total Discharges further erOdmg patients
access to care.
Note: Data reflect averages from the years 2018-2022 and include all hospitals not excluded from OHCA's analysis for its February
2025 high-cost hospital sector target proposal. NPR per CMAD means net patient revenue per case mix-adjusted discharge.

On top of overlooking
reimbursement for 75% of the patients a typical hospital sees, OHCA’s commercial reimbursement
measure disregards 40% of the care hospitals provide: outpatient services. These services include
emergency care, outpatient surgeries, specialty drug infusions, and other hospital services that do not
require an admission. As the figure below shows, by ignoring government payers and outpatient services
under this measure, OHCA is poised to determine hospitals’ financial futures based on payments
received for just 13% of the services provided. What’s more, these payment data don’t even reflect actual

reported revenues, but rather OHCA's Commercial Inpatient Revenue Measure Overlooks Reimbursement for All But 13% of
an estimate (by OHCA'’s parent [the Services Hospitals Provide

department, the Department of | «—— commercial —+—————  Medicare ————+e—— Medi-Cal —
Health Care Access and 0
Information) of the breakdown
between hospitals’ commercial
revenues on the inpatient
versus outpatient sides.

Inpatient Outpatient Inpatient Outpatient Inpatient Outpatient

13%

Note: Reflects proportional breakdown of 2023 statewide gross patient revenue by payer and service type.

Medicare Payments Are an
Inappropriate Benchmark for OHCA Target Setting. OHCA'’s second measure for identifying high-cost
hospitals singles out those whose commercial payments cover their costs better than Medicare does.
The foundational assumption is that Medicare hospital payment policies are sound and equitable — but
that is not the case. Distortions and idiosyncrasies in Medicare payment policies significantly and variably
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Medicare Payments Disproportionately Fail to Cover Costs in Higher-Cost Areas, as Indicated

by the Area Wage Index
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Note: Wage Index Factor reflects the area wage index averaged by county, weighted by traditional Medicare gross
patient revenue. The margins are from pooled net patient revenues and expenses from the years 2018-2022. The
methodology is based on that used in Gaudette E, Bhattacharya J. California Hospitals' Rapidly Declining Traditional

Medicare Operating Margins. Forum Health Econ Policy. 2023 Mar 7;26(1):1-12. doi: 10.1515/fhep-2022-0038. PMID:

36880485.

reduce hospitals’ Medicare
reimbursement, often as a
result of budget neutrality
requirements in federal law
that have the effect of
redistributing funding from
some hospitals to others. The
figure to the left illustrates
how far Medicare payments
have diverged from what it
costs to operate hospitals in
different parts of the state. It
shows the degree to which
Medicare’s area wage index,
used to adjust hospital
payments based on regional
differences in hospitals’ labor
costs, fails to appropriately
adjust payments based on
underlying regional differences
in the operating costs. Were
the area wage index working
properly, hospital margins on
the traditional Medicare book
of business would not have a

consistent trend with the area wage index, since the area wage index-related payment adjustments
would offset differences in regional costs. But there is a starkly negative trend, clearly indicating that the
area wage index fails to fully compensate for the higher costs at hospitals located in more expensive
areas. Differences in average salaries for nonsupervisory workers between OHCA’s high-cost and other
hospitals bear this out. While high-cost hospitals pay their nonsupervisory workers 21% more, their area
wage index scores are just 8% higher, revealing wholly inadequate and inequitable cost coverage from
Medicare payments.

A Handful of Payment Policies Cause a Significant Portion of the Medicare Funding Losses Incurred
by Hospitals. A small set of distortions reduces Medicare payments to California hospitals by more than
$1.3 billion annually, including:
¢ Occupational Mix Adjustment. Due to nurse-staffing ratios, California hospitals employ a higher
number of nurses relative to other professionals than hospitals nationally. However, for the
purpose of estimating hospitals’ area wage index scores, the federal government reverts the
occupational mix of California’s hospitals to the national average. This reduces California
hospitals’ Medicare payments by $435 million, with OHCA'’s high-cost hospitals bearing two to
three times the losses of other hospitals, again distorting how hospitals score on OHCA’s
commercial-to-Medicare payment-to-cost ratio measure.
e Graduate Medical Education Caps. Medicare pays hospitals for providing graduate medical
education, but the funding is generally capped at 1996 levels. As a result, California hospitals train
more than 3,000 residents annually without any financial support from Medicare. One California
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hospital on OHCA’s high-cost list bears more than 25% of the $430 million in losses in Medicare
funding due to the cap artificially boosting its commercial-to-Medicare payment-to-cost ratio
score.

¢ Rural Floor Adjustment. Medicare imposes a floor on urban hospitals’ wage index scores equal to
the statewide rural area wage index score. In California, this policy redistributes more than $100
million in Medicare payments away from hospitals in the Bay Area, Central Coast, and greater
Sacramento region to other hospitals throughout the state. Predictably, hospitals in these three
regions dominate OHCA’s high-cost hospital list, in part due to this redistributive component of
Medicare hospital financing.

Commercial-to-Medicare Payment-to-Cost Ratio Penalizes Hospitals with Worse Medicare

Reimbursement. The Correcting for Major Distortions in Medicare Payment Policies Substantially Reduces OHCA's
$1.3 billion in Medicare High-Cost Hospitals' Scores on the Commercial-to-Medicare Payment-to-Cost Ratio (PTCR)

funding losses are not
borne equitably by all
California hospitals. The
11 hospitals identified
by OHCA as high cost
represent a mere 3% of
all hospitals in the state,
but collectively bear
nearly $300 million
(21%) of the statewide
losses from these
distortions in Medicare
payment policies. This
artificially reduces their
Medicare payment-to-
cost ratio (the
denominator in OHCA’s
measure), biasing their
overall score on OHCA'’s
commercial-to-
Medicare payment-to-
cost ratio upward. The
figure to the right
shows the effects these

adJUStments have on Note: Five Medicare payment policies artificially reduce hospitals’ Medicare payments, depressing their Medicare payment-to-cost
seve ra| high_cost ratios, and inflating their scores on OHCA's relative cost measure. These reductions are not born equitably among hospitals.

. Instead, OHCA's high-cost hospitals bear a disproportionate burden. The five Medicare payment policies are: (1) the rural floor on
hOSpltaIS’ 2022 the area wage index, (2) an adjustment to the area wage index to revert California's occupational mix to the national average, (3)

caps on graduate medical education funding, (4) Medicare disproportionate share hospital funding reductions, and (5) limits on

CommerC|a|-to- payments for bad debt.

Medicare payment-to-

cost ratios, while also showing the disproportionate effect on OHCA'’s high-cost hospitals. OHCA'’s
spending targets must account for these inequities, not compound them by imposing harsher spending
targets on hospitals with the greatest reductions in Medicare payments.
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Identifying Hospitals as High Cost Based on Financial Performance During the Pandemic Runs
Counter to State Law. OHCA has proposed using data from 2018 through 2022 to determine which

Hospital Finances and Patient Volumes Were Highly Volatile During the COVID-19 Period
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Financial metrics are calculated using same data and methodologies used by OHCA. Accordingly, "Revenue Per
Discharge” is shorthand for inpatient net patient revenue per case-mix adjusted discharge. Variance is
measured using standard deviation, making it directly comparable to the statewide average.

hospitals are high cost,
completely disregarding the fact
that the worst pandemic in a
century hit in March 2020. In
addition to upending people’s
lives and livelihoods, COVID-19
severely tested health care
providers’ finances and
operations. Routine services
were canceled, patients came to
hospitals with greater health
needs, costs exploded, and
health care workers experienced
unprecedented levels of burnout.
As the figure to the left shows,
these anomalies show up in the
financial data OHCA is using to
determine which hospitals are
high cost.

Recognizing the abnormalities in
COVID-19 years and their
potential to distort historical
trends, state lawmakers required
that OHCA’s spending target
methodology “shall provide

differential treatment of the 2020 and 2021 calendar years due to the impacts of COVID-19 on health care
spending and health care entities” (Health and Safety Code Section (HSC §) 127502(d)(3)).

Identifying “high cost” hospitals by measuring hospital performance without differentiating for those
years ignores an important and express legal requirement to appropriately account for the impacts of
COVID-19 on hospital and other health care providers’ financing and operations. This disregard for the
statutory requirement has a material effect — four hospitals on OHCA'’s high-cost list only meet the
qualifying criteria based on their performance in 2020 and 2021, the two years lawmakers required to

receive differential treatment.

Data Anomalies Show Analysis and Adjustments Are Needed. The data OHCA is using to determine
which hospitals are high cost were neither designed nor have been used for OHCA’s intended
administrative purpose. Unsurprisingly, even a high-level review of the data has revealed anomalies and

inconsistencies both over time and across hospitals. For example:

e Abrupt Shifts in Commercial Reimbursement. Two hospitals’ commercial inpatient
reimbursement per case mix-adjusted discharge measures fell precipitously during the period
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under review, reflecting commercial reimbursement rate cuts of roughly 25% and 50% or,
alternatively, the correction of previously faulty data.

Sudden Change in Medicare Cost Coverage. One hospital saw its commercial-to-Medicare
payment-to-cost ratio more than double in a one-year period due to its Medicare payment-to-
cost ratio suddenly falling in a single year from roughly 0.6 (in line with the average for the other
designated high-cost hospitals) to around 0.2 (64% lower than the average for those hospitals).
Differences in Reported Revenues Across Hospitals. One hospital has a unique reporting
structure that requires it to combine its professional and facility revenues in reporting its patient
revenue; other hospitals only report their facility revenues. This difference in reporting increases
the hospital’s reported revenues by an estimated 10%, biasing its scores on OHCA’s measures
upwards.

Payments from Other Payers Are Wrongly Designhated as Hospital Commercial Revenues.
Hospitals’ financial reports did not separate out the payments they received from commercial
payers during the five-year period used by OHCA to designate high-cost hospitals. Rather, these
payments are lumped together with others, including those for government programs overseen
by the Department of Health Care Services (DHCS) like California Children’s Services, the Child
Health Disability Prevention program, the Genetically Handicapped Persons Program, and the
Short-Doyle program. Including funding from these programs distorts hospitals’ measured
performance on at least one of OHCA’s measures.

OHCA must conduct further analysis and make appropriate changes to its proposal to ensure it is based
on the best possible data before taking actions that endanger the financial and operational futures of the
affected hospitals. For example, OHCA must provide hospitals with the opportunity to submit updated
filings to correct clear errors, as is common with other state agencies that oversee hospital finances and
reporting, like the DHCS. It also must properly separate out hospitals’ commercial revenue from other
sources given its intent to determine which hospitals are high cost based on their commercial
reimbursement levels.

OHCA'’s Approach Yields an Incoherent Set of Hospitals. OHCA has set out to identify the highest cost
hospitals in the state that substantially contribute to high health care costs broadly. The list generated,
however, obviously does not match. It includes:

Two Medicaid disproportionate share hospitals, which serve large numbers of Medi-Cal patients
— California’s most vulnerable seniors, children, and low-income individuals

Six independent hospitals, which have little to no influence on the broader health care
marketplace

Two rural hospitals, which serve crucial roles in providing care to patients who have fewer
options than those in urban areas

Three small hospitals that discharge fewer than three commercial patients per day

Four hospitals that lost money on their operations in 2022 and three that lost money in 2023
(with 6 of the 11 hospitals having unsustainable operating margins of less than 3%)

What’s more, looking beyond commercial payers to Medi-Cal, Medicare, and other payers, 9 of the 11
hospitals were below the top 20% in all-payer reimbursement per case mix-adjusted discharge in 2022.
In fact, one hospital’s all-payer reimbursement was in the bottom 40% of all comparable hospitals and
another’s was in the bottom 60%, in both cases due to their low commercial volumes and poor
reimbursement from government payers. What these hospitals do have in common is a tireless
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dedication to serving their communities and providing accessible, high-quality, and affordable care,
including for Californians who can least afford it.

Proposed Targets for High-Cost Hospitals Are Inconsistent with State Law and Would
Jeopardize Access to Quality Care and Workforce Stability

OHCA Lacks Authority to Adjust Sector Targets as Proposed. State law establishes several authorities
under which OHCA may impose spending targets on one or more health care entities. These include:

o The statewide target, applicable to all regulated health care entities (HSC § 127502(a))

e Sector targets, specific targets by health care sector, which may include fully integrated delivery
systems, geographic regions, and individual health care entities (HSC § 127502(b)(1))

e Targets adjusted by sector (HSC § 127502(b)(2))

o Adjusted targets for high- and low-quality providers, targets adjusted downward “for health
care entities that deliver high-cost care that is not commensurate with improvements in care,”
and vice versa (HSC § 127502(d)(6)(A))

e Labor cost-adjusted targets, accounting for actual or projected nonsupervisory employee
organized labor costs (HSC § 127502(d)(7))

¢ Individual entity sector targets, based on an entity’s status as a high-cost outlier (HSC §
127502(e)(1)).

In January 2025, OHCA'’s board assented to staff’s recommendation to (1) define all hospitals as a single
sector and (2) adjust the target for all or a specified subset of hospitals within the hospital sector. OHCA
cited HSC § 127502(b)(2) as its legal authority to proceed as recommended. This provision states:

“The board may adjust cost targets by health care sector, including fully integrated delivery
systems, geographic regions, and individual health care entities, as appropriate, when warranted to
account for the baseline costs in comparison to other health care entities in the health care sector
and geographic region.” (emphasis added)

While OHCA'’s cited legal authority allows it to adjust targets by sector, it has proposed to adjust targets
and apply differential standards within a single prospective sector. Related provisions in the enabling
statute all conform with the above language, only allowing OHCA to establish or adjust targets by sector.
While there are arguably exceptions under specified conditions where OHCA has authority to impose
different targets within the same sector (see, HSC § 127502[d][6][A],allowing adjustment of targets
upward or downward based on the level of quality improvement, and HSC § 127502[d][7], requiring
target adjustments to account for nonsupervisory employee organized labor costs), neither of those
scenarios are applicable to the immediate high-cost hospital proposal.

Instead, when setting a target for a high-cost entity that is different from the statewide or sector target
that would otherwise apply, HSC § 127502(e) contemplates accomplishing that only through adoption of
a sector definition comprised of that individual health care entity, to which uniquely established or
adjusted targets could be applied based on the entity’s status as a high-cost outlier or to encourage the
entity to serve populations with greater health risks. The requisite use of one target per defined sector,
outside the potential exceptions noted above, is further supported by HSC § 127502(/)(2)(D), which
requires OHCA to “specify which single sector target is applicable if a health care entity falls within two
or more sectors.” As a result of exceeding its statutory authority, OHCA must withdraw its hospital
sector target proposal and return with an alternative consistent with its enabling statute.
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OHCA'’s Proposed Sector Target Value for 2026 Doesn’t Align with Methodology, Potentially Due to
Premature Rounding. OHCA’s method for determining high-cost hospitals’ sector target values is to
derive a relativity score based on how much more costly this set of hospitals is on OHCA’s two measures,
compared to other hospitals. Then, OHCA divides the statewide spending target by this relativity score.
This approach lacks a sound foundation by misapplying a within-year measure of hospital costliness to an
across-year measure of hospitals’ cost growth over time. In addition, as described later, it fails to consider
whether the resulting target values are attainable, sustainable, and protective of access to care. On top of
all these shortcomings, the starting value of the sector target is a full decimal point lower than expected
according to the data and methodology presented at the February 2025 board meeting. Rather than
resulting in a 1.8% value, CHA’s replication of OHCA'’s presented methodology returns a 1.9% value — a
seemingly small difference, but with major financial implications. OHCA’s lower-than-expected value is
likely due to premature rounding of the relativity scores, rather than waiting until the final calculation to
round to the desired, single decimal point.

On Their Own, Proposed Sector Target Values Would Decimate Access to High-Quality, Equitable
Care and Workforce Stability. OHCA has proposed sector targets of between 1.6% and 1.8% annually
on hospitals designated as high cost. Such targets are 35% below projected inflation for all goods and
services — even before factoring in the impact new tariffs will have on pricing for medical devices,
pharmaceuticals, and other supplies hospitals need. This means real, inflation-adjusted cuts in hospital
resources are coming, with real consequences for patients and health care workers.

What’s worse, this understates the true magnitude of the proposed cuts given the current extraordinary
cost growth pressure hospitals are facing. According to Kaufman Hall, western states’ hospital costs are
currently growing at 6% for labor, 8% for supplies like personal protective equipment, and 10% for drugs.
The proposed high-cost hospital sector targets are 70% to 80% lower than the recent cost growth for
these essential inputs. Such targets could only be met with draconian cuts to the affected hospitals’
workforces and service lines, as well as the abandonment of investments to expand access to high-
quality care.

The figure on the next page drives home the catastrophic effects of OHCA'’s proposed high-cost hospital
sector target, in combination with the statewide target, on hospital care in the current inflationary
environment. The figure compares projected revenue under the spending targets (starting at 1.8% for
hospitals designated as high cost and 3.5% for other hospitals) and what is expected given recent trends.
The end result: nearly $5 billion diverted from patient care by 2029, more than 10,000 lost jobs, and
83% of California’s hospitals operating in the red. These consequences would overwhelmingly fall on
the high-cost hospitals; despite the proposed 11 hospitals representing just 3% of statewide hospitals,
they would bear 25% of the losses in resources and 22% of the resulting job eliminations. Hospitals would
be forced to take drastic actions to reduce services and workforce, or risk closing entirely. This would
devastate the health and well-being of local communities.

1215 K Street, Suite 700, Sacramento, CA 95814 = Office: (916) 443-7401 = www.calhospital.org



Hospital Sector Targets Would Endanger Hospital Care in California, Especially in Areas with Hospitals Designated as High

Cost
Projected Impact of the Statewide and Proposed Sector Targets on Hospital Resources, Jobs, Financial Sustainability

1-Reduced Resources for Patient Care 2-Lost Hospital Jobs
2026 2027 2028 2029 2025 2026 2027 2028 2029
-$689m -1,500
-$1.8b -4,000
M High-Cost Hospitals H High-Cost Hospitals
Other Hospitals -$3b | Other Hospitals -6,700
-10,200
-$4.7b
Percent of Hospitals Projected to Operate in 4-Resource and Job Losses Concentrated at High-
the Red by 2029 Cost Hospitals

B High-Cost Hospitals Other Hospitals

83%
82% Hospitals I 3%

Jobs

Lot Rcsourccs -

High-Cost Hospitals Other Hospitals

NuULE>,
Panel 1: Hospital resources are defined as net patient revenue. Lost resources reflect the difference between recent historical growth in net patient revenue and growth

allowed under the spending targets.

Panel 2: Job losses are projected based on the expectation that hospitals scale down their workforces proportionate to their lost revenues.

Panel 3: Hospital operating margins are projected as the difference between allowable revenue growth under the spending targets and projected expense growth using
recent historical trends.

Panel 4: Uses the definitions and terms defined above to show that despite making up a small portion (3%) of all hospitals in the state, OHCA's high-cost hospitals would
bear enormously disproportionate negative consequences due to their reduced targets.

Negative Impacts of Proposed Targets Would Not Be Nullified by Selective Enforcement on the Back
End. OHCA staff have promised to practice discretion and not aggressively enforce the sector targets in
circumstances where excess growth is beyond the hospital’s control. Unfortunately, the mere possibility
of being forgiven at a later date for excess spending growth does not offer the security needed to avoid
the devastating consequences of the sector targets under discussion. First, the designated hospitals
would face major reputational consequences, causing patients — including those on Medicare and Medi-
Cal — to seek care elsewhere. Second, health insurance companies would immediately pressure hospitals
to accept rate increases at the insufficient sector target level. Hospitals would be left with no good
options: those that accept the insufficient rate increases would inevitably be forced to make real cuts in
patient care, while those that cannot accept the offered rates would undoubtedly face contract
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terminations (this recently played out in San Diego, where thousands of patients lost their usual source
of care because of an insurer’s efforts to push inadequate rates on a local hospital). Third, the targets
would stifle investment aimed at improving access to high-quality care, as affected hospitals will have no
assurance that the increased revenues funding these investments will not be taken away on the back end
due to violation of the aggressive targets.

Combining Proposed Sector Targets and Looming Federal and State Funding Cuts Would
Unnecessarily Imperil Care. Federal policymakers are currently considering proposals to drastically cut
funding for vital health care programs, potentially by tens of billions of dollars annually. Meanwhile, the
state’s already precarious budget situation on its own could necessitate significant cuts to health care
programs and unquestionably forestalls the state’s ability to backfill lost federal funding. Medi-Cal and
Covered California are uniquely at risk. Millions of Californians could lose coverage, causing newly
uninsured Californians to seek care in hospital emergency departments in droves; benefits and provider
rates are similarly exposed to potential cuts. This would turn an already challenging financial
environment, wherein more than half of California’s hospitals operate in the red, into a full-blown crisis.
Compounding federal funding threats and potential state budget solutions with unconscionably low
sector targets would all but guarantee the dire consequences the Legislature sought to avoid when it
initially created OHCA: cuts in hospital services, if not outright closures; chilling effect on investments;
jobs lost; and reduced access to care for millions of Californians. Highly consequential decisions on sector
spending targets must consider these potentially catastrophic policy changes for government health care
programs. Finalizing a proposal before state and federal decisions are made would demonstrate a
troubling disregard for OHCA'’s statutory mission to sustain and promote access to high-quality,
equitable care. OHCA must take stock of the looming cuts to federal and state health care program
funding before imposing even more aggressive targets than the statewide target currently in place.

OHCA Has Provided No Assurance That Patients Would Benefit from Sector Targets. OHCA has yet
to propose a plan to ensure that the reduced spending targets imposed on hospitals would be passed to
consumers in the form of lower premiums and cost sharing, rather than simply being retained by payers
as higher profits. While payers contracting with the high-cost hospitals would benefit from limiting the
growth of payments in 2026 to 1.8%, these payers’ targets would remain at the statewide level,
generating a margin for payers to use as they see fit, including for administration and profits. A
comprehensive approach to sector targets could take this into account and ensure that commensurate
adjustments are applied to payer targets to ensure that Californians actually benefit from differentiated
provider targets OHCA is imposing.

Sector Target Proposal Is Inconsistent with the Letter and Spirit of State Law in Failing to Consider
All Relevant Statutory Factors. In creating OHCA, state lawmakers clearly sought to prevent pure cost
cutting at the expense of other goals for the state’s health care system. Instead, they mandated OHCA
proceed in a balanced fashion to

“improve the affordability, quality, equity, efficiency, access, and value of health care service
delivery” (HSC § 127500(c)).
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Aside from the legislative intent, the spending target provisions in statute provide the same direction,
requiring that all spending targets

“promote the goal of improved affordability for consumers and purchasers of health care, while
maintaining quality and equitable care, including consideration of the impact on persons with
disabilities and chronic illness” (HSC § 127502(c)(5)).

This requirement to balance affordability with other equally important factors is specifically imported to
the adoption of sector targets, stating they

“shall be informed by... consideration of access, quality, equity, and health care workforce stability
and quality jobs” (HSC § 127502(b)(3)).

Further, the enabling statute requires consideration of other factors in addition to or supplementing
these overarching goals, including:

o HSC§127502(c)(5): Targets must promote the stability of the health care workforce, both
present and in the future

o HSC §127502(d)(3): Target methodology must provide differential treatment of COVID years

e HSC §127502(d)(4): Target methodology must allow for consideration of a host of factors
impacting costs including but not limited to health care employment cost index, provider payer
mix, state or local mandates, and federal/state policy changes

e HSC §127502(d)(5): Target methodology must consider the level of hospital self-financing
associated with Medi-Cal payments

e HSC §127502(e): Target methodology for an individual health care entity sector must allow for
treatment as a high-cost outlier while encouraging the entity to service populations with greater
health risks taking into account patient mix and geographic costs

o HSC§127502(/)(2)(C): Sector targets must be developed in a manner that minimizes
fragmentation and potential cost shifting, and that encourages cooperation in meeting targets

Despite the clear requirements in state law that these various goals for California’s health care system be
protected and meaningfully considered in the setting of spending targets, OHCA has performed no
analysis or review of the potential consequences of its hospital sector proposal on access, quality, equity,
or workforce stability. Similarly, OHCA has ignored or given merely cursory attention to these other
legislatively mandated considerations in rushing to finalize its flawed proposal. Thus, OHCA has fallen
short in its duty to adequately consider all the relevant statutory factors and demonstrate a rational
connection between those and the targets embodied in its proposal. Most alarmingly, OHCA has
provided no assurance that the exact consequences the Legislature sought to avoid would not inevitably
follow the strict cost-cutting nature of the proposed sector targets. In light of recent hospital expense
growth, alongside further imminent cost increases due to tariffs, other economic challenges, and looming
federal/state budget actions, it is essential for OHCA to perform its due diligence to ensure that access
to high-quality, equitable care is protected under its spending targets.
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California’s Hospitals Ask OHCA to Withdraw Its Proposal and Maintain the Statewide
Spending Target for All Regulated Entities

OHCA’s proposed hospital sector targets are three years ahead of the statutory timeline, are inconsistent
with various requirements in state law, are based on data and methodologies with known shortcomings,
and would jeopardize access to hospital care in communities across the state. The proposal has come
before OHCA has given consideration to any other sector, evaluated the sustainability of the statewide
spending target, or done the necessary groundwork to assure California’s patients that its sector targets
will maintain access to care, quality, and workforce stability. For these reasons, California’s hospitals
respectfully ask OHCA to withdraw its proposal and defer action until the above antecedent steps can be
completed.

Sincerely,

Ben Johnson
Group Vice President, Financial Policy

cc: Members of the Health Care Affordability Board:
Dr. Sandra Hernandez
Dr. Richard Kronick
lan Lewis
Kim Johnson
Elizabeth Mitchell
Donald B. Moulds, PhD
Dr. Richard Pan
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
Darci Delgado, Assistant Secretary, California Health and Human Services Agency
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From: ckoubek9@everyactioncustom.com on behalf of Char Koubek

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 1:27:37 PM

[You don't often get email from ckoubek9@everyactioncustom.com. Learn why this is important at

https://aka.ms/T earnAboutSenderIdentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Char Koubek
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April 9, 2025

Kim Johnson

Chair, Health Care Affordability Board
2020 W El Camino Ave.

Sacramento, CA 95833

Submitted Via Email: OHCA@hcai.ca.gov
Re: Proposed High-Cost Hospital Spending Target — CONCERNS for pediatric services
Dear Chair Johnson,

On behalf of the Children’s Specialty Care Coalition (CSCC), | am writing to express our concerns
regarding the speed with which the Office of Health Care Affordability (OHCA) is considering
hospital sector-specific spending growth targets. We urge OHCA to consider the impacts these
targets could have on patient care, particularly at a time when there are looming cuts to
Medicaid that could be devastating to California, and have detailed our concerns specific to
access to pediatric specialty care below.

CSCC represents the pediatric specialty physicians affiliated with children’s hospitals and other
tertiary care centers throughout the state, including Cottage Children’s Medical Center in Santa
Barbara and Stanford Medicine Children's Health in the Bay Area. We previously submitted a
letter of concern about the unintended consequences on patient access to care as a result of the
overall spending target that went into effect this year and will drop down to 3% by 2027. The
even more restrictive cap being proposed for certain hospitals that have been deemed “high
cost,” including our two aforementioned members, will have downstream effects on their ability
to provide pediatric specialty care services, as well as training programs for pediatric residents.

The pediatric specialty care workforce is facing a growing crisis, and children and youth with
medical complexity already struggle to receive timely care.? One-third of families of children
with special health care needs in California are waiting over three months for a new specialty
care appointment.?

Moreover, there are concerning trends related to the pipeline of pediatric specialists, with an
increasing number of non-procedural based subspecialty fellowship slots going unfilled.> These
trends largely stem from low and stagnant Medi-Cal reimbursement rates, which are slowly
eroding providers’ ability to recruit and retain a sufficient workforce to meet the current
demand. Given the high percentage of Medi-Cal patients that pediatric specialists serve, 62%
and 43% respectively at Cottage and Stanford, commercial reimbursement is a necessary lifeline
to subsidize inadequate public payer rates.

1 Fact Sheet: California’s Children Need Access to Pediatric Subspecialists - https://childrens-coalition.org/wp-
content/uploads/2023/04/5.-Access-to-Care-Infographic.pdf

2 Fact Sheet: Access to Care in California The CYSHCN Family Experience -
https://cepc.ucsf.edu/sites/cepc.ucsf.edu/files/Impacts-of-Delays-in-Care-Factsheet-24-0208.pdf

3 Match Results Statistics Medicine and Pediatric Specialties — 2023 - https://www.nrmp.org/wp-
content/uploads/2023/11/2023-MPSM-Match-Results-Statistics-Report.pdf
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Both institutions also train pediatric residents. In fact, despite the uncompensated costs, Cottage just established their
pediatric residency program three years ago. Itis well-known that residents often stay to practice where they train,
however, a 1.8% cost target would make it extremely challenging, if not impossible, to sustain this vital program. Also
on this point, the authorizing statute requires OHCA to develop cost targets that “promote the stability of the health
care workforce including the development of the future workforce, such as graduate medical education teaching,
training, apprenticeships and research,” (Health & Safety Code § 127502(a)(6)). Adopting sector targets that do not
consider the costs of graduate medical education programs does not further the statutory goals.

Further, OHCA has not yet finalized its method for measuring hospital spending. OHCA has a legal prerogative to
inform the creation of sector targets with historical cost data. However, the lack of a finalized methodology means the
relevant historical cost data has not been reviewed and leaves hospitals in the dark as to how to comply with the
target. Establishing hospital-specific sector(s) and corresponding spending targets is premature.

We respectfully request that OHCA devote additional time for analysis and discussion before finalizing sectors or
corresponding targets. We remain committed to achieving our shared goals of affordable, high-quality care, and we
ask that you proceed with a keen eye toward ensuring care is not diminished in the pursuit of lower costs.

CSCC represents over 3,000 pediatric subspecialty care physicians throughout California, and our mission is to ensure
that children and youth with complex health care needs have access to equitable, timely and high quality care,
provided by pediatric specialists who are able to thrive in California’s health care environment, through strong
leadership, education and advocacy. Thank you for considering our concerns.

Sincerely,

//1 WMz

Erin M. Kelly, MPH
Executive Director
Children’s Specialty Care Coalition

CcC: Members of the Health Care Affordability Board:
David M. Carlisle, MD, PhD
Dr. Sandra Hernandez
Dr. Richard Kronick
lan Lewis
Elizabeth Mitchell
Donald B. Moulds, Ph.D.
Dr. Richard Pan
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
Darci Delgado, Assistant Secretary, California Health and Human Services Agency



From: cborje@everyactioncustom.com on behalf of christine Borje

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 10:25:11 AM

[You don't often get email from cborje@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
christine Borje



» Ao ® 1500 East Duarte Road
piy Cityof HoOpe.
Phone 626-218-7178
Harlan Levine, MD

President, Health Innovation & Policy
April 9™, 2025

Kim Johnson

Chair, Health Care Affordability Board
2020 W EL Camino Ave.

Sacramento, CA 95833

Subject: City of Hope Comments on OHCA Sector Targets
(Submitted via Email to Megan Brubaker)

Dear Chair Johnson,

We appreciate the opportunity to provide input on the state’s approach to addressing rising
healthcare costs. We commend OHCA’s commitment to developing a thoughtful, data-driven
framework to improve healthcare affordability while promoting transparency, accountability, and
high-value care across California’s healthcare system.

City of Hope (COH) is one of America’s largest and most advanced cancer research and treatment
organizations and is also a leading research center for diabetes and other life-threatening illnesses.
Founded in 1913, City of Hope is an independent, National Cancer Institute-designated
comprehensive cancer center that is ranked in the top 5 in the nation for cancer care by U.S. News
& World Report. Our growing national system includes our Los Angeles campus, with extensive
facilities for patient care, research, and academic training; a network of clinical care locations
across Southern California; a new cancer center in Orange County, California; and cancer
treatment centers and outpatient facilities in the Atlanta, Chicago, and Phoenix areas. The Arizona-
based Translational Genomics Research Institute, a world-renowned genomics research institute,
is also part of the COH organization.

COH’s mission is to make hope a reality for all touched by cancer and diabetes. More than 86
million people now live in communities with local access to a COH location. Last year, our
organization treated close to 160,000 patients. As a leading independent biomedical research
institution and cancer treatment center, COH is dedicated to leveraging cutting-edge technologies
to improve cancer care and expand access to lifesaving treatments.

I. Limitations of OHCA’s Methodology for Identifying Disproportionately High-Cost Hospitals

COH appreciates OHCA’s goal of establishing a data-driven, standardized approach for identifying
disproportionately high-cost hospitals. However, we believe that the current methodology—
specifically the use of Case Mix Adjusted Discharge (CMAD) and the Commercial-to-Medicare
Payment-to-Cost-Ratio (PTCR)—does not fully capture the clinical realities of high-acuity care
providers like COH. Without appropriate recognition of the complexity and resource intensity of this



care, there is a risk that institutions like ours may face reimbursement constraints that could
ultimately limit patient access to life-saving treatments.

Limitation of the Unit Price Measure (CMAD-Based NPR)

While CMAD is a valuable tool for adjusting for patient complexity, it does not fully account for the
higher costs associated with the advanced treatments provided at specialty hospitals. In particular,
the measure fails to reflect:

1. Ultra-high-cost therapies: Treatments such as CAR-T cell therapy, bone marrow transplants,
and precision medicine are not only more intensive but also carry significantly higher drug,
technology, research, innovation and administration costs. These therapies are essential to
patient outcomes but disproportionately impact revenue and cost calculations because
they are not reimbursed at rates that cover the added costs.

2. Specialized workforce needs: Cancer care requires highly trained personnel—including
oncologists, geneticists, and clinical researchers—who command higher salaries due to
their expertise. CMAD does not account for the labor intensity or cost differential of staffing
advanced cancer teams.

3. Complex care delivery models: Multidisciplinary teams, prolonged inpatient stays, and
intensive post-treatment follow-up are standard in cancer care and represent substantial
added cost. For example, patients receiving quaternary care may remain hospitalized for 30
days or longer due to complications associated with aggressive treatments. These extended
stays are not adequately reflected in CMAD metrics.

Limitations of the Relative Price Measure (Commercial-to-Medicare PTCR)

While the PTCR may serve as a useful comparison tool at a broad system level, it is not a reliable
indicator for high-acuity specialty hospitals. Several factors distort the ratio for institutions like
COH:

1. Higher Medicare reimbursement: institutions that treat complex, high-risk patients—often
academic or specialty centers—tend to receive higher Medicare rates due to teaching
status, patient acuity, and care complexity. This artificially lowers the PTCR, making
commercial reimbursement appear disproportionately high.

2. Higher baseline treatment costs: Advanced therapies and complex interventions carry
inherent cost burdens that are not captured in the PTCR framework. This includes
treatments, like CAR T-cells, described above.

3. Cross-subsidization: Specialty hospitals often rely on commercial reimbursement to
subsidize underfunded services, such as clinical trials or high-cost procedures with limited
Medicare and Medi-Cal reimbursement. This dynamic is essential to maintaining access to
care for high-need populations but is not reflected in the PTCR calculation.

Taken together, the CMAD and PTCR metrics do not fully reflect the financial and clinical complexity
of hospitals that provide advanced, high-acuity care such as cancer hospitals. While COH may not
currently be classified as a high-cost outlier under the proposed methodology, we remain
concerned that the current approach does not adequately account for the cost structures of



specialty hospitals. Without further refinement, the methodology risks misclassifying institutions
that deliver complex, life-saving treatments to some of California’s sickest and most underserved
patients.

Il. Ensuring Sustainable Reimbursement for High-Acuity Specialty Care

Cost containment discussions must consider the unique financial and clinical realities of high-
acuity specialty hospitals like COH. Institutions such as ours are not general acute care hospitals;
they are dedicated to developing and delivering advanced, resource-intensive treatments and cures
to some of the most complex and vulnerable patient populations in the state. As a non-profit
comprehensive cancer center focused on innovating lifesaving treatments and delivering the
highest value care, COH navigates a complex, fast-moving space for the benefit of our patients. Our
work ensures families impacted by cancer have a path forward — even if their diagnosis requires we
invent that path.

COH, as aresult, provides care models and services that differ significantly in both cost and
complexity from the average hospital. Our programs include:

e The largest blood and marrow transplant program in the country, with 20,000 transplants
performed to date.

e One of the nation’s largest CAR T-cell therapy programs, which has delivered more than
3,000 treatments.

e More than 500 active therapeutic interventional clinical trials, spanning phases |, Il, and IlI.

e Approximately 6,000 discharges annually, with over 95% of patients in 2022 presenting with
a cancer diagnosis.

These treatments are often paired with longer hospital stays, intensive monitoring, and
multidisciplinary care teams, driving higher per-patient costs that are directly tied to clinical
complexity and improved outcomes—not costs due to inefficiencies or excess. Additionally, many
of these therapies require cutting-edge pharmaceuticals, specialized infrastructure, and highly
trained personnel, further contributing to the cost profile of care at institutions like COH.

A truly patient-centered approach to cost containment must ensure that hospitals are not
penalized for treating the most complex cases or for delivering complex treatments that improve
patient outcomes. Narrowly applied cost metrics, if not adequately adjusted for the nature of high-
acuity care, risk creating perverse incentives—discouraging hospitals from accepting referrals for
the sickest patients or shifting care to settings that lack the expertise or capacity to manage these
conditions safely and effectively.

A more effective framework would account for the unique cost drivers associated with specialty
hospitals, particularly those focused on cancer and other life-threatening conditions. COH urges
OHCA to consider establishing a carve-out for institutions that operate as stand-alone cancer
centers, such as National Cancer Institute (NCI)-designated comprehensive cancer centers. These
hospitals differ fundamentally from general acute care providers in that they treat a concentrated,
high-acuity patient population and deliver care that is significantly more resource intensive,
research-driven, and technologically advanced. We ask that OHCA consider:



e Theinherent costs of high-acuity care differ substantially from those at general acute care
hospitals.

e The development and delivery of new and emerging technologies, such as gene therapy for
sickle cell disease and CAR T-cell treatment, offer transformative potential for patients with
few alternatives, but also require significant upfront investment.

e Thecritical role of specialty hospitals in serving underserved populations, ensuring that
complex, cutting-edge care is not limited to those with the means or proximity to access it.

e The necessity of investing in research, innovation, and clinical trials, which directly benefit
patients but often fall outside traditional reimbursement structures.

Sustainable reimbursement for high-acuity care is essential to maintaining patient access to
advanced treatment options and fostering continued innovation in areas such as gene therapy,
genomics, and immunotherapy. As a national leader in advancing the standard of care, COH often
bears the financial burden of implementing breakthrough treatments well before they are widely
adopted. Cost containment strategies should be designed to support, rather than disincentivize,
institutions that push the field forward and provide transformative therapies to patients with the
most complex needs and limited treatment options.

lll. The Broader Healthcare Cost Equation
Any sustainable policy must also acknowledge that hospitals are only one part of the healthcare
cost equation. Overall affordability is also shaped by:

e Commercial payer reimbursement practices, which influence provider behavior and access
to care.

e Pharmaceutical pricing, especially for specialty drugs that are essential in oncology and
other high-acuity fields.

e Administrative burdens placed on providers, including complex billing systems, prior
authorization requirements and delays, and claims denials, which add cost and divert
resources away from patient care.

A holistic strategy—one that addresses the entire cost structure rather than isolating hospitals—
will result in more meaningful, long-term solutions for California’s patients, providers, and health
systems. We urge OHCA to pursue date-driven, equity-oriented policies that preserve access to
advanced care while promoting shared accountability across the healthcare sector.

Conclusion

COH appreciates the opportunity to provide feedback on OHCA’s proposed methodology and
commends the agency’s broader mission to advance healthcare affordability, transparency, and
accountability. As a high-acuity hospital, we strongly support the development of a nuanced, data-
informed framework that promotes cost sustainability without compromising patient access to
complex, life-saving care. We encourage OHCA to continue refining its approach in a way that
recognizes the distinct role of institutions like COH in driving innovation, advancing standards of
care, and treating the most medically challenging cases. We welcome the opportunity to remain a
collaborative partner in this work and to help shape policies that support both fiscal responsibility
and equitable access to advanced cancer treatment.



Sincerely,

M aila il

Harlan Levine, MD
President, Health Innovation and Policy

Joseph Alvarnas, MD
Professor, Division of Leukemia, Department of Hematology
Vice-President, Government Affairs

CC: Elizabeth Landsberg, Director, Department of Healthcare Access and Information
Dr. Sandra Hernandez
Dr. Richard Kronick
lan Lewis
Elizabeth Mitchell
Donald B. Moulds, Ph.D.
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From: msctstewart04@everyactioncustom.com on behalf of Clarence Thomas

To: HCAI OHCA
Subject: Public Comment on Sectoral Spending Target Value
Date: Saturday, March 8, 2025 2:18:39 PM

[You don't often get email from msctstewartO4@everyactioncustom.com. Learn why this is important at

https://aka.ms/I earnAboutSenderldentification ]

CAUTION: This email originated from outside of the organization.

Dear Office of Health Care Affordability Board,
Californians like myself face high costs of living and cannot afford the ever-escalating price of health care.

High health care expenses, specifically high hospital bills and monthly insurance premiums, have caused me to
delay or ration care and make difficult decisions about what to prioritize financially.

I support the Office of Health Care Affordability’s recommendation to set a specific, lower, spending target value
for disproportionally high-cost hospitals without any further delays. Californians like myself need OHCA to make
health care more affordable, especially now when people are struggling to afford food and rent.

Sincerely,
Clarence Thomas



April 11, 2025

Secretary Kim Johnson

Chair, Office of Health Care Affordability Board
Department of Health Access and Information
2020 West EL Camino Avenue

Sacramento, CA 95833

Submitted via: OHCA®@hcai.ca.gov
RE: Proposed Hospital Spending Target Methodology and Value
Dear Secretary Johnson:

On behalf of our more than 50,000 physician and medical student members, the California
Medical Association (CMA) appreciates the opportunity to comment on the Office of Health
Care Affordability (OHCA)’s proposed high-cost hospital spending methodology and target
values. We appreciate the public discussions and the meetings with some hospitals that have
taken place over the last several months about the potential of speeding up the timeline
envisioned in the statute relating to setting sector specific cost targets. Those discussions have
demonstrated that OHCA does yet have the information it needs to define high-cost outliers
without capturing some hospitals for which setting a lower cost target in 2026 could negatively
impact the delivery of care by those hospitals. CMA encourages the board to consider the
following issues to ensure that decisions by OHCA minimize any negative impact on access,
quality, equity, and workforce stability.

Setting High-Cost Hospital Sector Targets Is Premature

California’s statewide health care spending targets just went into effect in January of this year.
2025 is a reporting year prior to the enforcement of the health care spending targets. It is not
until 2026, after data for 2025 is submitted and analyzed, that the OHCA Board will have a
sense of how various health care entities performed against the 3.5% spending target and the
factors that cause some health care entities to be unable to meet the statewide target. While
we appreciate the urgency to slow the rate of health care spending, it is premature to place an
even lower spending target (slightly more than half of the current 3.5% spending target) on
hospitals OHCA has identified as high cost. The cost of labor, medical supplies and drugs are
all increasing annually at well above 3.5%, and a state requirement to lower health care
spending growth to 1.8% or lower could push hospitals to lay off staff, reduce service lines, or
scale back community investments. We continue to be concerned that the 3.5% health care
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spending target is too low for some health care entities to meet given inflation, the cost of
providing care and increasing costs of labor, medical supplies, drugs, and those costs
associated with new tariffs. Cutting the statewide spending target in half for this list of
hospitals, at this time, will be incredibly difficult to meet and may lead to negative
consequences for patients and quality, equity, and access to care.

The list OHCA developed of high-cost outliers appears to include multiple rural hospitals,
multiple safety net hospitals, multiple hospitals that are located in high cost geographic
regions of the state where labor, real estate and other costs are higher than average, at least
two hospitals with Level 1 Trauma Centers, some that appear on HCAI’s Maternity Care Honor
Role (at a time when other hospitals have shut down labor and deliver services all together)
and some hospitals that are financially distressed. Our sincere worry is that if you act now,
rather than waiting to learn from the 2025 reporting year experience, the patients who need
care at these hospitals will suffer access to care and quality of care issues brought about by
setting artificially low-cost targets or applying those cost targets to the wrong list of health care
facilities.

California is not Massachusetts, which has a dozen years of experience with their Health Policy
Commission that was established in 2012 to address health care spending growth; we are just
starting out and even Massachusetts hasn’t gone down the path of setting a hospital sector
target yet.

CMA has the following comments regarding the high-cost hospital target methodology:

Measuring Hospital Spending

CMA encourages OHCA to finalize a methodology that captures how both inpatient and
outpatient hospital spending will be measured and provide guidance on enforcement prior to
identifying and establishing a spending target for high-cost hospitals. It is crucial that this
methodology is sound and accurately captures both inpatient and outpatient spending before
moving forward with establishing high-cost hospital sector targets.

Unit Price Repeat Outlier

OHCA’s recommendation to measure unit price based on Commercial Inpatient Net Revenue
per Case Mix Adjusted Discharge has some challenges because this measure is only based on
a hospital’s inpatient services. By excluding outpatient services, the current methodology
excludes a significant portion of hospital services. Additionally, excluding charity care from this
calculation does not provide OHCA a complete picture of the level of services provided, or
consider the cost of charity care provided at some hospitals.
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Relative Price Repeat Outlier

OHCA staff recommend measuring the relative pri