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COUNTY OF LOS ANGELES
CHIEF ADMINISTRATIVE OFFICE
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lJU)r74.imiii

SALLY R; REED
CHIEF ADMINIxmAlTVB OsnCBR

July 18. 1995

To: Supervisor Gloria Molina
First District

From: Sally R. Reed
Chief Administrative Officer

Subject: LUMP SUM SETTLEMENT OF RETROACTIVE MAC CLAIM

At the request of my staff, County Counsel has prepared the attached proposal which you 
may find useful In your discussions In Washington, D.C.

While our staff to staff discussions with the Administration have not been encouraging, 
County Counsel and we concur that, if articulated and agreed to at the very highest 
levels, this approach could offer a viable and quick means for settling past Medl-Cal 
Administrative Claiming (MAC) claims. Moreover, it could provide “bridge funding" in 
concert with other proposals (e.g., 1115 Waiver and Expansion of SB 1255 payments) 
also being advanced to provide ongoing funding.

Please let us know if we can be of further assistance.
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Executive Officer, Board of Supervisor.
County Counsel 
Burt Margolin
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TO!

FROM:

RE:

GERALD A. ROOS 
senior ASSt. Admin. Officer

nty Cl
STEVEN J. CARNEVALE 
Principal Deputy COUnVy‘"Counael 
Public Services Division

Lump Sum settlement of Retroactive MAC Claim

As we discussed, one area of focus for the County's 
lobbying efforts in the immediate future might be federal 
approval of a lump sum payment to settle the appeal of the dia- 
allowence of the retroactive Medi-Cal Administrative Claiming 
("MAC") funds. The following discusses this proposal;

Pronosa1;

Settle all claims of Los Angles County (and pre­
sumably the other affected counties) to disallowed MAC funds 
for all periods prior to July l, 1995, though a lump sum 
payment. The total payment to Los Angeles County would be 
approximately S260 million. About $180 million, the portion 
representing payment for fiscal years 1992-93 and 1993-94,

; would be paid immediately. The remaining $00 million for 1994- 
, 95 would be paid as soon as state law could be amended to 
remove, or at least significantly reduce, the participation fee 
counties must pay the state to receive MAC funding for fiscal 
yearsafter 1993-94.

i' ;
BagTcgiround:

• While Los Angeles County's original MAC claim for all 
periods prior to July i, 1995, was significantly higher, 
the revised claim for this period was $454 million. The 

^ federal government approved about $90 million of this
amount and disallowed the rest. Approvals and dlsaiiow- 
ances were also made for other counties. The state has 
appealed the disallowances on behalf of all the counties. 
State and federal representatives have agreed to stay this 

I appeal while they discuss settlement.

.......J.,,.
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Through settlement discussions, the federal government has 
approved a methodology which will allow Los Angeles County 
to obtain MAC revenue of approximately $260 million for ^ 
this retroactive period ($180 million for 1992-93 and 
1993-94, and $80 million for 1994-95). However, federal 
officials have insisted that this payment be made through 
a prospective inoreaoe in the Medi-Cal outpatient rate for 
a liffiiSjBii time period. The state objects to payment in 
this manner because of a perceived adverse impact on Medi­
cal outpatient rate litigation the state is defending. 
The County has concerns that payment through a method 
which prospectively increases Medi-Cal rates could result 
in the loss of DSH funds depending on how the OBRA 1993 
DSH Cap is applied.

There is no legal reason why the federal government could 
not agree Lo settle the retroactive claim by making a lump 
sum payment in exchange for a dismissal of the state's 
appeal as to ail disallowed MAC funds for periods prior to 
July 1, 1995. Phyllis Thompson of Covington and Burling, 
our contract counsel for MAC iecucs, strongly agrees.
Technically, the settlement would be between the state and 
the federal government and would moot likely include a 
settlement of all MAC claims statewide for this period.
The federal funds would flow through the state to the 
counties. of course, the state would need to agree to 
.this approach, but state officials have previously 
expressed support for a lump sum settlement of the 
retroactive claims.

Advantaaes;

The lump sum payment could be paid very soon and help ease 
the County's cash flow problems.

A lump sum settlement helps avoid the state's concerns 
Tegarding an impact on its outpatient rate litigation.

Since most of the payment is for fiscal years before the 
application of the OBRA 1993 DSH Cap, the potential for an 
offsetting locc of DSH revenue is minimiified.

The settlement would be structured to avoid, to the extent 
poBKible, the payment of a participation fee to the state.

The lump cum payment could be used as “bridge funding" to 
allow more timp. to develop and implement proposals to 
restructure the County's delivery of health services.

SJC;sc
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TALKING POINTS REGARDING LA COUNTY 

MEDICAID ISSUES

1

If

initial MAC claim; 2) technical assistance to the state on

provider rate increases, while HHS has worked diligently to find 
leqitimate ways to help increase Medicaid payments to Los Angeles 
County w© havo found no additional funding bayond tho $66*8 
million in federal funds approved for payment through the reviw 
of the initial MAC claim. However, we anticipate that there may 
be additional payments of uj> to $200 millioji dollars in federal 
funds resulting from the mAC resolution process and 
disproportionate share (DSH) claims.
- The special, accelerated resolution process for outstanding 
Medical Administrative Cost (MAC) claims established by HCFA in 
April is largely completed in Los Angeles County, awaiting 
closure of negotiations between the State and the counties on the 
amount of State «takeback.« To date, LA County has received 
$66.8 million in federal funds from this process, and anticipates
"receiving $3 million more.
- HCFA has worked with the State to develop six plan amendments 
for Targeted Case Management Services to cover many of the costs 
counties had claimed under the disapproved MAC process. These 
changes will provide significant relief to a number of counties, 
but Los Angeles does not expect major benefit.

- Increases in Medi-Cal clinic rates are now part of the state 
budget negotiations, although they would require no new state 
dollars. Such an increase would be worth $50 to $80. million in 
new revenue to LA County this fiscal year ;^tReF^unties would 
receive significantly less, but more in proportion to their 
needs, and are very eager for the increase and concerned that 
LA's lack of enthusiasm may damage their case. The rate increase 
will provide less benefit to LA than was previously thought 
because 1) when first proposed, it was expected to be of most 
benefit in the '94-95 fiscal year, which ended without an 
increase, and 2) because of uncertainty about the DSH cap and 
formula for the current fiscal year.
- In State fiscal year 1994 - 95, the state assessed each county 
a pro rata share of $200 million that the counties expected to 
receive from HCFA payments for administrative claims. This 
payment from the counties to the state is referred to as the 
"takeback"; it is a one time event. Originally, the state 
anticipated that total federal payments to the counties for
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administrative claims would be $700 million; of that amount, the 
state proposed taking back $200 million. Now it appears that 
federal payments will fall well below $700 million and may be 
less than the $200 million takeback. Legislation has been 
proposed to lower the takeback from $200 million to $20 million, 
but is still pending. Until the county and state resolve the 
takeback issue for 1994-95 claims, the county is not submitting 
additional claims for that year. Therefore, HCFA must wait for 
these final claims before achieving a final resolution of the 
administrative claims issue.

- In 1993, Congress enacted limits on amounts that may be 
paid to hospitals in disproportionate share (DSH) payments.
These are payments made to hospitals for the costs they incur in 
serving disproportionate numbers of low-income people. These 
limits were imposed by Congress because some states were using 
DSH payments for non-health care purposes, or in substitution of 
state funding for traditionally state-funded health care. The 
limits enacted by Congress explicitly specified how these limits 
would be calculated for each hospital.

- Los Angeles County has proposed three methods to increase 
DSH payments by an additional $350 million in federal funds in 
state FY 1995 - 1996. It has asked to include payments of 
approximately $210 million that it is required to make to the 
state as part of its costs for serving low-income people. These 
payments are intergovernmental transfers (IGTs). HCFA has not 
approved the inclusion of IGTs in the calculation of DSH costs 
because we do not believe that they represent actual costs of 
providing health care and do not meet the requirements of the 
law. The county has also asked that a higher trend factor be 
used to inflate DSH payments. HCFA has given preliminary 
indications that it will approve the trend factor. The county's 
third proposal asks that HCFA include the costs of construction 
(principal and depreciation)in the DSH limits. Typically, 
principal costs are disallowed in these calculations, but HCFA 
has not yet made a decision on this issue. To date, the county

“has not been able provide HCFA with estimates of much Medicaid 
payments would be increased if the trend factor and the 
construction proposals were approved, but we believe it may be as 
much as $140 million.

- HCFA has worked diligently to find legitimate ways to 
increase Medicaid payments to Los Angeles County. To date, 
neither the county nor the state has taken one step toward 
providing additional revenues to the county.

July 19, 1995
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TALKING POINTS REGARDING LA COUNTY
MEDICAID ISSUES DRAFT

Following is the status of the three main approaches HHS is 
pursuing to help Los Angeles County resolve its Medicaid fiscal 
difficulties — resolution of payable claims included in the 
initial MAC claim; technical assistance to the state on 
developing state plan amendments for targeted case management 
services; and technical assistance to the state on outpatient 
provider rate increases. VJhile HHS has worked diligently to find 
legitimate ways to help increase Medicaid payments to Los Angeles 
County, we have found no additional funding beyond the $66.8 
million approved for payment through the review of the initial 
MAC claim.

i A( C

j'fo-

- The special, accelerated resolution process for outstanding 
Medical Administrative Cost (MAC) claims established by HCFA in 
April is largely completed in Los Angeles County, awaiting 
closure of negotiations between the State and the counties on the 
amount of State "takeback." To date, LA County has received 
$66.8 million in federal funds from this process, and anticipates 
receiving $3 million more.

- HCFA has worked with the State to develop six plan amendments 
for Targeted Case Management Services to cover many of the costs 
counties had claimed under the disapproved MAC process. These 
changes will provide significant relief to a number of counties, 
but Los Angeles does not expect major benefit.

- Increases in Medi-Cal clinic rates are now part of the state 
budget negotiations, although they would require no new state 
dollars. Such an increase would be worth S50_to $80 million in 
new revenue to LA County this fiscal year; other counties would 
receive significantly less, but more in proportion to their 
needs, and are very eager for the increase and concerned that 
LA's lack of enthusiasm may damage their case. The rate increase 
will provide less benefit to LA than was previously thought 
because 1) when first proposed, it was expected to be of most 
benefit in the '94-95 fiscal year, which ended without an 
increase, and 2) because of uncertainty about the DSH cap and 
formula for the current fiscal year.

- In State fiscal year 1994 - 95, the state assessed each county 
a pro rata share of $200 million that the counties expected to 
receive from HCFA payments for administrative claims. This 
payment from the counties to the state is referred to as the ^takeback^; it is a one time event. Originally, the state 
anticipated that total federal payments to the counties for 
administrative claims would be $700 million; of that amount, the
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DRAFT
state proposed taking back $200 million. Now it appears that 
federal payments will fall well below $700 million and may be 
less than the $200 million takeback. Legislation has been 
proposed to lower the takeback from $200 million to $20 million, 
but is still pending. Until the county and state resolve the 
takeback issue for 1994-95 claims, the county is not submitting 
additional claims for that year. Therefore, HCFA must wait for 
these final claims before achieving a final resolution of the 
administrative claims issue.

- In 1993, Congress enacted limits on amounts that may be 
paid to hospitals in disproportionate share (DSH) payments.
These are payments made to hospitals for the costs they incur in 
serving disproportionate numbers of low-income people. These 
limits were imposed by Congress because some states were using 
DSH payments for non-health care purposes, or in substitution of 
state funding for traditionally state-funded health care. The 
limits enacted by Congress explicitly specified how these limits 
would be calculated for each hospital.

- Los Angeles County has proposed three methods to increase 
DSH payments by an additional $350 million in federal funds in 
state FY 1995 - 1996. It has asked to include payments of 
approximately $210 million that it is required to make to the 
state as part of its costs for serving low-income people. These 
payments are intergovernmental transfers (IGTs). HCFA has not 
approved the inclusion of IGTs in the calculation of DSH costs 
because we do not believe that they represent actual costs of 
providing health care and do not meet the requirements of the 
law. The county has also asked that a higher trend factor be 
used to inflate DSH payments. HCFA has given preliminary 
indications that it will approve the trend factor. The county's 
third proposal asks that HCFA include the costs of construction 
(principal and depreciation)in the DSH limits. Typically, 
principal costs are disallowed in these calculations, but HCFA 
has not yet made a decision on this issue. To date, the county 
has not been able to provide HCFA with estimates of much Medicaid 
payments would be increased if the trend factor and the 
construction proposals were approved, but we believe it may be as 
much as $140 million.

- HCFA has worked diligently to find legitimate ways to 
increase Medicaid payments to Los Angeles County. Additional 
payments may be as high as $200 million in federal funds in the 
current fiscal year. To date, neither the county, nor the state 
has taken one step toward providing additional revenues to the
county.

July 19, 1995
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Background
I

• Proposed Budget. In June 1995, the Loe Angeles County Chief Administrative j 
Offecer (CAO) submitted the county's 1995-96 proposed budget to the Board of 
SujpervisoTS- It includes;

o Major reductions in health care for the indigent and closure of the nation's 
largest hospital—the LAC/USC Medical Center-

i

o Significant reductions to social service, public protection, recreation and 
other county programs.

o Elimination of 18,250 budgeted positions (a reduction of 2D percent).

• Reason for Budget Reductions. The Los Angeles CAO indicates that the 
reductions are needed to close a $1.3 billion shortfall in the county budget, 
crejated by past shifts in property taxes to schools, reductions in federal 
support for health care, and other factors.

• Sce^e of LAO Review. The purpose of this document is to provide an 
overview and assessment of the county’s current fiscal condition and budget 
problem, induding:

i

o The magnitude of the county's budget problem, 

o The major causes and components of the budget problem. 

o Options for addressing the problem.

What Is!the Magnitude of the County’s Budget Problem?

• $2.3 Billion Shortfall Identified by the County CAO. The CAO estimated in 
Jurje 1995 that the county faces a $1-3 biliioin budget shortfall in 1995-96. Total 
county spending in the just- concluded fiscal year was about $12.4 billion. Thus 
the! CaO's estimated shortfall leptesimts about 10 percent of the county's | 
overall 1994-95 budget

I ' I
However, roughly $10 billion of the county's spending is financed by a j 
combinatibn of f^eral and state funding or fee revenues that are tied to ' 
specific programs or services.
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o (Consequently, the shortfall identified by the CAO represents about h^f of 
tlie size of the county's general purpose revenues and represents a massive 

budget ptoblem.

o lihe disculssion that follows focuses on the shortfall in the county’s general 
pjurpose budget.

• LAO Assessment of Budget Shortfall. Based on a review of the budget-related j 
inf(|)nnation made available to us, the county's estimate of its underlying
budget problem appears generally correct.

!
o li- we use a methodology for calculating the county's budget shortfall that is 

similar toihow we calculate the state's budget gaps, we would end up with a| 
sjnaller gap than the county projects.

o plrowever, our methodology also would by definition reduce the value of the 
solutions the county is proposing by an equivalent amount

o lihe net effect is that our estimate of the need for actual budget reductions or; 
additional revenues is similar to the county's.

; ! 

o Cj>ur methodoic^ies difier because. j

- The CAO's shortfall estimate includes a net county cost of $167 million i 
for the impact of the Governor's state/counly realignment proposal, but |

! also iricludes as a budget solution a deferral of action on this proposal. , 
Our methodology would exdude this factor both as a cost and solution,

! because the current conference version of the state budget does not adopt :| 
I the realignment proposal.
i . I- We also would include existing reserves as an available budget resource, | 

whereas the CAO beats the drawdown of reserves as a budget solution. !
, ■ ■ ■ 'i

What Falctors Contribute to the County’s Budget Problem? |

Figure 1 indicates that there are seven principal factors which are responsible for j
the budget problem:

I: : t' ;
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Figjre 1

Factoris Contributing to
Los Angeles County’s Fiscal Shortfall

Sif Property tax s^it^

Past reliance on one^ime measures

Ua Counrty health program utilization and financing

Major reduction in federal health car® 
rBimbursemerits

00^ State offset to federal health payments 

3^ Sk)w growth in local taxes 

Employee pay increases

Property Tax Shifts. The state's 1992-93 and 1993-94 Budget Acts shifted about
SI Billion of: property taxes from the county to public schools.

o Aibout 40 percent of these reductions in property taxes are mitigated by sales 
tajxes dedicated to public safety purposes, as shown in Figure 2.

o T lese sales tax revenues are the result of Proposition 172, that established a 
p innanent statewide half-ccnt sales tax for support of local public safety 
ftinctions in cities and counties.
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J'-gure 2;

Los Angeles County Property Taxes and 
Public Safety Sales Taxes 

(In Sniions)
L-ga Angeles County Taaea 

m Pubiic Safety SSI 8C 
ii Property

eS-90 90-91 91-92 93-93 93-94 94-9S 3|^96

Source: Los Angeles County ___

■1 !

I •Coiinfy Program Utilization and Financing. The county administ^ th^i
nation’s secOTd largest public health care system, including 6 major hospitals, ; 
6 oomprehehsive health centers, and 39 community health centers. ;

o The county health system serves a large number of indigent patients and 
others whio are uninsured.
• I ■! !

o lijs systemi is significantly affected by changes in federal and state health care j 
spending as well as the demand for health care services by low income |
residents.'

)
‘ 1 .

o More generally, the county system is operating in an increasingly ■
c<>mpetiti-^>e environment and is facing many of the pressures that apply to
tl|e health; care indu5tx>' at-large, I

1 : !
I I

Major Loss of Federal Funds. As shown in Figure 3, total federal Medi-Cal 
related payments to the county Department of Health Services (DHS) axe 
esti nated toi fall, from $1.3 billion in 1994-95 to $982 million in 1995*96.
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Figure 3

Los Angeles County Fe^rai Funding For DHS 

(In MIIHons)

$1,500

1200

9M

600

300

S3 655 p
Olher Medical

lip7^

88-09 09-90 90-B1 91-92 92-93 93-94 8*-95 35-9«
Etc

nos: Otnei'Medi-Cal induciiss SB GriOlundE. 
Souive: Los Anoeles County

c ^ luch of the decline is related to reductions in the SB 855 program, that was 
c -eated in 1991 to provide supplemental federal reimbursements to hospitals 
vhich serve a disproportionate share of low-income persons. Total funding 
for the SB 855 program will fall from $664 million in 1994-95 to $179 million 
in 1995-96, due to tlrree factors:

I
^ The Settlement of One-Time Claims. The county covered part of its 

i budget shortfalls in 1992-93 through 1994^5 through the settlement of 
! prior year claims. In addition, it accelerated SB 855 payments from 
I 1.995-96 into 1994-95 to cover an tmantidpated shortfall in SB 910 
j payments. These one-time sources are exhausted in 1995-96.

-j Caps on tfte Program. Federal law changes enacted in 1993 capped the 
amount of supplemental payments to hospitals, limiting g?x)Wth in this 

program.



JUL-13-1995 15:41 FROM PDMINISTRflTOR’S OFFICE 9 456 7431 P.15

July 11.1995

-i Declining Share Of Supplemental Funds. The county also is receiving a 
' dedining share of federal benefits under the SB 855 program, due to 

increasing competition from private hospitals that serve low-income
patients.

! :
state Offset. The loss in federal funding has been compounded by the slate 
offefet of federal SB 855 funds that would otherwise go to counties. In 1995-96, 
the icounly estimates that its loss due to the state offset will be $120 million.

Slotv Growth in Local Taxes. Properl}' taxes, sales taxes, and vehicle license 
fee^^have been impacted by the recession. For example, the single largest 
genleral purpose revenue source, property taxes, increased by almost 10 percent 
per^ear in the 1980s, but is projected by the count}' to dedine by 1.6 percent
in 11995-96. ,

I ii
Employee Pay Increases. In many county departments, employee salaries have j| 
increased faster than inflation ^ce 19S8-S9. These salary increases have ,|
coriiibuted |to cost pressures within the o3unty s budget. Specifically, our 
review of general salary inaeases granted to 58 job categories over the last 
seven years indicates that: 1

I jo hlearly half of the couny's job categories received a general salary increase ! 
ranging from 20.4 percent to 34 percent, tl^at exceeded the growth in the Los | 
Angeles area CPI (about 20 percent). i

o hieady a third of the job categories received general salary increases 

ejfceeding 25 percent.
j

On^-Time Measures. The county has relied on one-time measures to cover 
recint budgb shortfalls. Some of these actions aggravate the. budget problem | 
in 1995-96. i

I Ij
o Ii issued bonds to cover operating «penses in 1992-93 (Marina Del Rey) and 

ii|i 1994-95 (to cover its pension fund liabilities). These actions raise the |
Ongoing debt service costs to the county. j

]
o l| used prior-year settlement payments and acceleration of future federal 

Jayments' under the SB 855 program to balance its health budget in the 

1992-93 through I994r9.5 fiscal years.

o ij also depleted reserves, deferred obligations to its workers compensation 
f^nd, and deferred certain employee costs to balance recent budgets.

I
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What A rc the Gounty^s Plans for Dealing with its Fiscal Problem?

• Overmew. The proposed budget relies almost exclusively upon program ! 
rec uctions 'as a means of addressing the county’s fiscal problem.

I ;
• Ndn-HeaJtH Reductions. In genejal, the county's budget reduces all 

de|>artmenlis by 20 percent of the amount funded by county revenues, unless a 
stafutory miaintenance of effort (MOE) provision requires a higher level of 
coiinty funding. As Figure 4 indicates, this reduction will lower county 
expenditures by S207 million. In addition, the budget requires county 
departments to absorb $103 million in baseline cost increases.

Counijr Proposal for 
Addressing Budget Gap
(Dollars in Mflllans)
Aedon T

Nan-H«alth Budget
JO pcr«nt cut eouMy costs to most budgota 
Requirb dapaiiments lo aownt) baseline Increases 
Use offenerves. (uno balarices
Assunn rejection of Goweiiior's Budget realignmert proposal 
outer 

SutUOUt

Department of Health Servicses 
increase revenues; efficiencioa, oonuoildations 
Aominiifitratrve and limited ssrvicss reductions
Close is HeaBi Oerters, eiSminate mental health services, reduce 

ompariant services
Oprion;A: Close Los Angelas County. USC Medical Cenwr and four 

Comprehensive Heatm Conters, or
Option's: Close «i Hospitals encep* Los Anoeles CoumyAJaC and

fi/lartin Ltaher King Medical Center end si* Comprehensi*® Mealih Centers
Other

Subtotal

Total, ell programs _____ _____ ___________

S2C7
103
80

167
59

(«616>

S36
63

149

(S6S6)
S1,?70

Public Prot^tion. Propo;;ed total spending on public protection activities 
declines by 2.1 percent in 1995-96 compared with 1994-95 spending. The

■| I

!■ I

.■ I
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red^tion is relatively modest in part due to the need to meet state MOE 

binding recjuLremenis for continued Local Public Safety Fund allocations. 
HoWeveL the amount of reduction varies considerably among departments, i 
and all departments would have to make cuts to absorb baseline cost increases.;

o The proposed budget for the Sheriff's Department is essentially flat. ;!
'ictal spending would be $1.1 billion, including Local Public Safety Fund 
^locations vrith $567 trillion financed from general county revenues, 
however, budgeted positions decline by 452 (3-5 percent) in order to absorb I 

seline cost increases. The CAO indicates that any further reductions would | 
luce the Sheriff's budget below the state MOE requirement (the Sheriff 

tjslieves that tire budget slightly underfunds the MOE requiremenO-

o District AUomerf. Gemial county revenues provided to the District Attorney;; 
4ould dedine by $7.4 million (11 percent) compared with 1994-95, and
biudgeted positions decline by 202 (12 peicent),

1 *
o Ffrofwfiofi. Proposed total spending of $259 million declines by $52.3 million 

f:(om 199^95, and budgeted positions decline by 1,034 (24 percent). ;

o Coarfs. The budget provides $427 million for the superior and municipal 
courts. Budgeted positions would decline by 350 (7.7 percent).

1 IMhjfar Rediiciions in Health Care System. To cover an estimated $655 million i; 
shcjrtfall in its DHS budget, the county proposes to substantially reduce the ' 
si^ of its health care system,. The plan includes two options, both of which 
wojjtld involve the closun? of at least one major hospit^ and several 
corpprehensive health centers. The proposal is summarized in Figure 4.

Intilementation costs create $300 million budget pressure. The CAO's budget i 
proposal id^tifies $332 million (Option A) or $293 miOion (Option B) of 
additional one-time implementation costs tliat will paxtially offset the budgeted ! 
DHS savings of $655 million in 1995-96. These implementation costs reflect the ; 
loss of savings due to delayed action past July 1, amounts owed to laid-off 
employees, and the payoff of debt incurred to plan new facilities not included ; 
in ^ budget. These unfunded costs create a hole in the CAO's budget 
projposal of roughly S3CX) million, which dw CAO proposes to fill by reserving 
additional federal funds that may result from the approval of pending county '
claijms.

1
Health Care Reductions Woitld Have Major Impact. The reductions proposed I 
by the CAO would clearly have a major impact on health care services in the ;
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county. The shutdown of major facilities would result in a combined loss in 
era], state, and county funds for health care of $1,2 billion.

iZtc Protection. The CAO's budget would reduce public protection services 
an(jl resources in & number of areas.

i
o Sheriff, The Sheriff's Department dosed two jail facilities in March, Other 

skvings would be achieved primarily by reducing or deferring purchases of 
elquipment and supplies. The Sheriff indicates that he also may implement 
itemativH or additional reductions if the board approves the CAO's 
jjroposed level of funding.

o IHstrict Attontey. Reductions in the District Attorney's office would be 
concentrated in administrative and support functions, but there also would 
be a reduction of 154 prosecutor positions-

I
o Probation. Proposed budget reductions include the closure of five Juvenile 

camps or one juvenile hall, as well as the closure of six area offices.

o Courts. Reductions would eliminate 43 commissioners and 6 assigned 
jikdges. Electronic court reporting would be expanded and administrative 

and support functions would be reduced.

Number 0/Positions EUminated. The proposed county budget eliminates 
18,^50 positions, or over 20 percent of the county's budgeted positions. The 
number of county employees actually laid-off, however, would be lower than 
lS,feo because some budgeted positions are not filled and some employees 
normally choose to leave county emplo>Tnent in any year. The CAO estimates 
the|actual number of employees to be laid-off will be about 10,000 to 12/)00. 
Thi majority of these layoffs will involve health care workers. Figure 5 
displays information on the number of county' employees.

[ ! I ■
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■ I

Los Angeles County Employees 
Total Workforce as of June 30
(In Ttious&nds)

100-1

89-90 9C-91 91-92 92-93 83-84 94-9S 95-96*

® Midpoim of Bstimaled lanse of the 1996 woiKforoe 
LosAngefesCoijncy _____

1

o itatus of Layoffs. The county has already issued layoff notices to about 50 j 
employees and will issue another 2,000 layoff notices by mid-July. The Board 
4f Supervisors directed several large departments, including the DHS and 
tjhe Sheriff, to postpone issuing layoff notices in order to give the board 
additional time to evaluate alternatives.

o Layoff Procedures. The county indicates that it expects the process of laying | 
Iff non-health care employees to take about three to six weeks. Because the 
closure of medical centers requires the concurrence of state ar»d federal 
Jegulatoiy agencies, the layoffs of health care workers likely would be 
])hased over a longer time period. The county indicates that layoffs would be 
determined by seniority within a department and within a position 
(jlassification.

o Unbudgeted Costs. The budget does not include costs to pay terminated 
Employees for their accrued vacation time, sick leave, and any deferred
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I , ■salary increases or accumulated time off. These county costs to terminate 
employees could be in the range of millicms to tens of millions of dollars.

Other Ojptioxis For Addressing County Fiscal Problem

• The Board of Supervisor; is currently considering a variety of alternative 
options for dealing with the budget shortfall. For example, the board has v. 
CT^ited a Health Crisis Task Force to identify alternatives to the propo^d cuts/ 
inlhe health care budget. Jt is our understanding that the task force will report; 
its ^findings to the board by the end of the month.

• In jiddition, other proposals have been suggested by union representatives, 
public officials, and other pubHc and private representatives for mitigating the

r i

posed rnajor budget cuts.

Soilfie of these and related options are summarized, in Figure 6.
i :■

Federal Reimbursement Options. The county is pursuing several proposals to ; 
in^ease federal health can? revenues. For example, the county is currently 1 
negotiating with state and federal officials over the replacement of SB 910 
reimbursement claims that were rejected last year. (The SB 910 program was 
created to enable cx>unties to daim Medi-Cal reimbursements for 
administrative and case management expenses associated with health care. Thei 
meijority of SB 910 claims were rejected by the federal government last year.)

o 4. possible veliicle for SB 910 replacement is an increase in reimbureements 
tor expat^ed health dinic ’/isits. Retroactive provision for expanded caie 
would inoL'ease reimbursemfints by up to $340 million in 1995-96, and 
S^SO million thereafter. The state has been resistant to expanded payments 
because df their possible effects on existing litigation regarding Medi-Cal 
r^mbursement rates.

caps, mat wouia enaoie county nospuais 10 mcicasc t Tfi program. However, the federal government has thus far resisted 
proposals for expansion of the caps, in part because of the possible impact 
ejn the federal budget deficit.



JUL-13-1995 15:44 FRDN ADMINISTRATOR’S OFFICE 9 456 7431 P.21

July 11, W

OpjUons for Addressing
Lo s Angeles County's Fiscat Shortfall

Wrnual Amount,

'Cp'«bns Under Cbn.sideTa:ibn’T:y County.
irjiBsed tsdsral tunds: 

e:<par>iled clinic visits ntes. 
expanded hinds (or distMODortianate 
share hoepitals.

hcfioee piwale or toucrfation support.

Red uOior< in »t9l« SB B55 offsets.

Shit
frort

in distributbn o1 SB BS5 paymems 
prfuace to puWiC Pospiials.

impjise local taxes authorized under 
stale iBwr.
- 5 percant tax on sewer, oobte TV and 

wiier use.
• Piisiness license tax.
Ins4ute 10 percent tax on consumption 
pi aiochoiic ptMefages.

Other Gb'^ion
Incrjtasa sales lax by uplo Tii percent.

I

One lime options:
• di «rt furid& retervsd kr capita outtay. 

assets.
row to lund oirient oparstiena.

Adoiit revenue assurrpeiona conaiatent 
wunj stale budget esiimoies.

Employee pay mocWioaliort.

Up ta S400 million in 
I99fr96artd up » 
$tS0 mlllen ihereaHsr

UnkrxKvn

Up ID $120 million 

$46 fflilliori

lip io S3Q millon

Uo to S2SO million

Up to $400 miKion

Untoiown

Up to $50 minion

UnKnown

■ Requires modillcaiiDn of federal Medi­
cal spetidino limit.

■ CoiHd weaken state's position iri 
ongoing MedSCal lawsuit.

" Cguki increase overall aate artd 
toddrol Moc»-Cal program costs.

County drector o1 Health Services will 
ffiMt wilh President ol Blue Cross 
ilteliness PoundaCiort to roquesi funding.

Requires Stale legiclador. Increases 
state costs.
* Requires stale legteiatirm.
- Poduoos supptemenlal ModtCal 

benefits to privasa hos^tats.

Board Of Suoervisars will hold public 
hAoring on taxes this summer. Tn^ 
rpay be imposed upon residents and 
businesses In unincDiporBlad areas el 
coLmv-
Requtrfts state legislalicn. Does not 
require local voter approval.

Requires m^ority approval by local 
voters, ii revenues are used lor fienerai 
couily purposes.
Does rot ^uldress, and could aggravate, 
ongoing bucket shortfalL

• Coutty's projeaton of revenues from 
salee and use, VLF and property 
taxes are more conservative than iha 
stale's.

• Recent revenue irends tave been 
Slightly positrve.

• However, county's economic oudooK
still uncertain.

SU;i<3Ct to coneedve bargainir^g ior 
ropreaemed etripioyoea.

I; i

I :
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Cur^ently-Auihonxed Tax Options. These include: [

o Skies Taxes. Upon approval by a majority of ths county's voters, ^ county j 
could increase the local sales tax by 1/4 011/2 of one percent and use the :
fi; nds for general county purposes, aaxes for speafk purposes requue a ,
tlo-thirds vote of the electorate.) The sales tax rate in Los Angeles County is | 
ciirrently 8.25 percent. Increasing the sales tax rate by 1/2 of one percent 
vy^ould raise about 5400 million annually.

i

o diker Taxes. The county has scheduled a pubUc hearing to consider 
ii iposing taxes on businesses in the unincoiporated area—and msti^ting 
b xes on water, sewer and cable television use by people living in the 
uhincorporated area. (Current law prohibits counties frorn imposing the« 
taxes upon dly businesses and residents.) Due to the bmited nature of these 
t^xes, the county estimates that they are unlikely to generate more than 

SjJO million annually.
hfei; Local Revenue Option-Tipplers' Tax. The county developed a legi^live 
prolposal to grant it authority to impose a "tipplers' tax on the oonsum^on ^ 
a^lcohol in the county. Imposing such a tax would require a supe-mapnty vote, 
of &e County Board of Supervisors. The county estimates that this tax could , 
generate $200 million to $250 million annually.

Molrff/y County Employee Salaries. The county could consider resdnding 
schEduled 1995-96 pay increases and/or reducing current pay levels.

I Io We have been unable to verify the status of collective bargaining agreements | 
(ibi example, when they expire, when negotiations are planned for new 
ajgieements, or whether the existing agreements can be reopened in a fiscal ;
emergency).

1 IO ijjuring the course of our review, however, we found no evidence that the j 
c^nty has considered these options.

itor non-represented employees, these optiors could be implemented 
risgardless of the status/content of bargaining agreements.

I I
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Condiis ion j !
Th< ‘ current budget shortfall is reflective of a major structural imbalance | ;
betweenpitJgramcostsandrevenues. primarily caused by the combination of ; 
prcperty tax shifts sluggish revenue growth, and declining federal furtds.
Ba? ed on the current economic outlook for the state and county, it is extremely! I 
uii ikely that revenue growth from existing sources will be sufficient to cover 1 |
the gap in the foreseeable future. I

i :
Wllile the county could adopt one-time measures to cover part of the shortfall ; : 
in ;995-96, longer-term solutions to its budget problem will need to include
pejmanent revenue increases or program reduxdions. Furthermore, about
$3C 0 million of one-time funds would be needed to cover the implementation ; 
cos ts of the DHS leduclions.

; ( \M< re fundamentally, the county’s hospital and health care delivery system is | :
likdy to fac« confinuins fiscal pressures from intense competition for insured | |
paiients and continuing demand to provide uncompensated care. | |
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1
state Report Says 

L. A. County Fiscal 

Crisis Is Massive
■ Budgiet: Legisladve analyst's study was requested by 

lawmakers skeptical of probtem's dimensions. It 
confirms major cutbacks probably will be necessary.
By JOSH MEYER, iiwes wuma.

SACRAMENTO - A much-Awaited state repat on Los Angeles Coun­
ty's rinancial aiiuatiou eoniinoed Wednesday Unt th? county's fiscal crisis 
is massive, and probably will require unprecedented Uyofft and closures 
of heaJih clinics, parks, libraries—and ps^ps even County-USC Medi^ 
Center.

The report from Uie legisUU've 
analyct's oliiee w«a requested by 
state lawmakers who have been 
openly skcpiietU ci' the true nature 
Of the county's alkged fiscal crisis, 
citing yaara of wku they said was 
etaggeration by county officials.

But in 14 paps of detail, the 
report by (he irnkpeodcin and 
nonpartisan siata agency con- 
firmed dire wantiags issued Ian 
man in by Chief Administrative Of­
ficer Sally Reed waeo she released 
a budget with S1J2 billion in pro- 
poRd cuts to close the county's 
unprecedented def.tiL

"There's no ttouln that the prob- 
ien is significant, and it's « .vcnie- 
tural problem.” LegkLalive Ana­
lyst Qizabeth G. Hill said in an 
interview. "It repr aenta a nuissive 
budget problem."

The stale report—which cornea 
at a time when eouniy officials are 
here lobbying the state for help- 
says the county's proposed cula 
"would dearly have a major impact 
on health care ssrrtceaT in the 
nation's second-largest public 
health care system and would dra- 
maucaliy cut services in areas such 
as the Staehfrs and Probation de- 
panments and tht district attor­
ney's office.

And although many factora out­
side thtt county'^' control were 
partly at fault for the huge budget 
gap. (he report eeocludecL county 
officials in the last few years ^xnt 
mere money than diey.had coming 
in. gave too many raises to county 
employees and relied on stopgap 
tUndilig meoBBres that only put off

ricMS SM COUNTT, Aid

FaceoffSeen 

0v» New Smog 

Limits Plan '
By MARLA CONE
TIMES SHVIRONMBMrAl veTTeX

The .Southland's smog-figming 
agency has drafted its most ambi- 
lious measure of the decade and is 
now bcBcmg for a facedff with 
businesses that may shape the 
ffituie of many of the region's . 
manufacttirers into the next cenui- 
T-

The proposal—eapanalan of a 
groundbreaking poliution trading 
raorfect—represenm the last great 
push coward clsaniiig up the Los 
Angeles Basin's industrial sources 
of smog, a world-xeniiwned effort 
that debuted at the eod <d World 
Warn.

Large factories and small beai- 
nesses alike would be weaned off 
thousands of solvema. paints and 
other chemicals containing 
VOCs—volatile organic com­
pounds—the highly evaporative 
'oydreeatbons that along with ni­
trogen oxides mix in the sky to 
cieaiesmog.

Hydroeatbons are reisaaed into 
the air from the ubiquitous petrole- 
um-boeed sohrents used go clean

PlcM* see SMOG. Al«

I I

■i !

'I 1
;|i
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COUNTY 1 Fiscal Report
Coatin*cd ftota Ai
problems until laur.

-s«iw of these eeuoM a^-

report, wtuen cam u« -isginoce of htiwU to cover cjerai*

fund BMl detareb certain
ttA /«Asi^ ifl iialaDoe recent bito^
[UndBMidBtaTebcertaini^pto- «» g,^ Beed. who wM widely
ee costa w halaw* recent budg- ^ esa^gersting the conn-

*^B11 and Jisr stalf said t^t If the

milUan in one-time cost# for ps7* 
outa toemploywa. deto]^ 
toenting needed cots and payaW of
iaourreddetir-

The report by Uw ed analyst is su« w add anot^ 
important voice u> 
chorus «C calls tor an irom^a^ 
and wholesale restructuntig of the 
naitioii's largaat eoanty gervOT- 
fwanr, scateiand coonty lawmakers
“‘•^e cupent budget ahotifidl ia 
ToOeeuve of a major 
imbalance between program

“Baaed on; the current econoonc 
for Oie stale and eouniy. M 

is extremely onlilcely ihai revenue

foreseeable future.Vmat that means, many otat*

inevitable in the very 

problemaiMitial. W we need to deal wi^ 
it" said Beed. who waa widely 
g^iBcd of exaggerating the conn­
s'* fiscal problfetna, inilially 
hr Board of Supemaors Chair-
JJaian Gloria Molina.-I ihtailt It is
aaportant in finally puUi^ to rest
^»BBiy*s«edlbiliiy ptoblei^ 

^Sen-TcmHaydentD^- 
taMnmca), one of several step^ 
ol” ftatA Lawntakers who orderca 
the report, agreed.

t'l'X’he way the report fe se^ 1 arouiri here.” he saif

/

1 around here.” he sa» « 
that the chickens have come home 
to roost after several y«m oi 
Band-Aid fowj” by the county.

Havden said the TTtdepen»ni Banfir^iion of the “billian-doH^ 
plus bole- will add cv^ mw® 

to eflorla by the 
delegaUon in Sacramento to ihe^unty, cither with finanaal 
aW “ the freedom for county

officials to impose counvywide tax­
es to raise revenue themselv^_

So concerned are state and ^
lawmaken that they are^drtfong 
an emergency leUcr W Prtautol 
Ointoo. asking him to mtenmne 
and e«ate a t«k tece » look « 
ways to avert disastrous cuts and 
layoffs if the budgrt f* j
through. Hayden said. Alrew^. t^ I

heTcut S2S7 million m ytaa i
and services, but another Slbillioo ,
in cuts need to be made to balawe
me budget at S11.J bdlatjt- 

"We now have an obligation and-' 
a rtsPOOBibjiay » respond,very^fcly.” Democr^ 
Sen. Richard G. Polanco, whose 
nSintmm Los Angeles Jtetrict 
includes County *U SC Medic J 
Cmter. abulwarJt of theatfely net 
to the poor that Reed haa pro-

«id i»«
planned to use the j*?”
state officials for aid. eiOx«8! the
independent confirtnatioa of Ow
.uatriM that the county « quickly| 
edging toward the fiscal pceeipmii,
U^^dleadtobankrt^uy. , 

"This is a call to action for ihei 
State and the county, for Deitui- 
crars and Republicans. .
logetBsr on a coenptehenflive aoiUn <

SU™ «rim.Mwnf
short order. When Los Angeleji

I
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County sneeieis. the rest of Califor­
nia oatehescoU."

DemoeraikandRepubUcaa state 
UwBiatcen, howevfir. diaracter- 
ised pnupects for a xiate rescue 
We<liaesday aa «iim. despite the 
fnntie efIorU of the (iTe county 
superTiacTS sad myriad depart- 
ment heads and lobbyists, all of 
Whom hare apeni the N»»eek ean- 

I massing (he state Oapitol in trying 
to wring promises of aid. out of state 
lawmakesa.

A nmagthereaateszKepuhiican 
£\Cav. Pete WQson is running 
tu PpcflideiiV'sDd wants to sla^ 
the state btidgel and cunata8. and 

. the Legislature has refused to be^
■ bankrupt Orange County as it 

wrestles with iu own htUion-doUar 
dcTicit. lawmakers said.

“Even if the Legislature and the 
govemor could agree on 80»e- 
thing.’’ Harden said, “it would by

no means eloec anything but a part 
of the hole.".Although its impact on the sute 
budget remains to be seen, the 
report is Bspected to hare a sigrtfi- 
cant effect on the acriounuous 

over the county budget 
und<x way in Los Angeles.

Union leaders bare accused the 
couitty of eoggciating its 
problems as a way of getting 
employees to aiomach layoCfe. and 
peesuadine the public to accept 
reduetiORS in law erforcement and 
ebswres of parks, libraries and 
heeith clinics.

On Wednesday, union leaders— 
also in Sacramento lobbying for 
state aid for the county—said they
would use the report to taira up the
heat on state lawmaJcers.

“If the analyst has validated the 
shortlalL chat is all the moEe rea­
son toe clia Legislature uj get off 
thfr,r hulls and do somethine for

il

UJ*

County,’’ said Dan Savage^.a, 
spokeamaB tor Service EkBployeea-: 
Union Incemational, Local 680,-. 
represeacing half of the conusr's 
88JOOO emptoyeea. "It's one leas 
reason, one less excuse, for noc. 
helping LA. County." --T

By late Wedneaday. some cox-' 
servadve members of the LeglsU-.
ture said they were wUHng to head
some of Loe Angeles Comi^a 
requests, including a di8ll«« in 
state Uw that would allow tlw 
aupervisen ca raise eevanne is 
county—including a psoposed Cpc-a 
cnalcoholie ditaks thateeaidhstng. I: 
'm«250miUnnayear. ' 1 ;

Bat cocb on agreement j
oaraCf said Assemblyman StevraT. - i 
Kuykendall (B-Rancho ■psloa f I 
Verdes) and other IJapubficanB [ J 
only if Democrats agree to allow r ■ 
the county to cut health osze and !M 
other services to levels previously
required by the state.

! I ■ !
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Proposal 

to Cl0se 2 

Hospitals 

Irks Staffs
■ County: diive Viw, 
Harbor-UCLA are 
tarigeted instead of 
County-usd They serve 

many p^tien^ who can't 
pay for private care.
ey DOUGLAS P.1SHUIT
TIMS sTArr wiiT^

It tfas 000a Wedneaday at tiw 
bustling Barfaor-UCLiA MedicBi 
Center, and Cr.; Bnederick Bon- 
gsrd. en energency raom sur­
geon. was well into his secoad 
straight day oa Wy. During the 
night, he did three emergency 
surzeries on victims of tntfic 
aoddents and a snoonog.

But a foorth Case stood out in 
his miodi an asergensy surgery 
to ootrect a perforated appendix. 
That patient had been br^hl >o 
me doont^ of Harbor-UCLA by 
a private hospUaJ because he did 
not have health insurance.

"We tee Iko^e patients every 
day,” said Bongaid, chief of the 
Harbor-UCLA iirauma service. 
■We have wards literally full of 
patients sen*, by other bespitais 

Please 5«;c HOSPZTAX„ BS

HOSPITAL
CoBUqiied froot B3 
because they are uoniAired.**

Bongard's experience is key to 
the debate going on in the county 
Hall of Adrninislntion over deep 
bedget cots in health services that 
might lead to the closure of Har- 
bOf-UCLA. OUve View-DCLA 
Medical Center or County-USC 
Uedicat Center.

County administrators, armed 
with maps of area hospitals, Qnan- 
eial projections and plenty of wish­
ful thinking, hope that nearby 
private hospitals will pick up many 
ef the public bospitahf pan«»n»« m 
help cushion the blow.

Uhtll this week, the future of 
Counly-USC Medical Center 
seemed most in jeoiardy. County 
Chief Administrative Ottieer Sally 
Reed last month recommended 
daeing the public hospitBl to help 
eoneet a $655-million ahnrtfaii in 
the Department of Health Services' 
S2,5-billion budget.

But Tuesday. County Emergen- 
ey Medical Services Director Vfar- 
ginta Price Hastings threw the 
names o< Karbor-UCZ.A and Olive 
View into the mix, saying that 
dosinK these two public hospitals 
would have less impact on the 
county's emetgency 911 network 
than elosiag the bigger hoepitai,

Hastings made clear that either 
scenario would leave gnping holes 
in the oounty's health system, but 
argued that there were more hos­
pitals in the harbor and San Fer- 
oando Valley areas that could fUl 
the va*d if Kartmr-UCLA and Olive 
View dosed tbao in the east T .es 
Angeles County area served by 
County-USC

Bongard. and other doeton and 
BUzsea who would be affected if 
Harbor-UCLA and Olive View 
dosed, reacted Wednesday with 
dismay—and incredulity—to Has­

tings'proposal. . .
They stressed thait iher are hos­

pitals of last resort for tboiiiandaibf 
poor patients that other llhbspitais 
turn away. i : '

"RiS^ now, we trut 9^^ of the
iitdigeoc p^enu m the baxW 

Hoikiberger,area," said Dr. Robert H
ehairman of the depunnenri-ef 
emexsency medicine at Harbn- 
DCLA. i

Sotb hospitals Wednealay .'di- 
fered pictures of their Isbal^c 
importance. T J

Every entcrganribed ail Hacin^- 
UCLA was full atuodo, w(l|liianotll- 
er 50 patiBtus in the mak,
some of the 103,000 podeoiis arin go 
Uirmigh the hoepilaPs emergency 
reams each yew. Abouii^r, 
Uiem hare no msurenBe, evieh stat^ 
subsidized Medi-Calbcne^

A crew of dooun and mi 
overseen by Hbekbergcr! 
treating patients for e 1 
boras, congestive heart 
aathaa. appendicitu; high

feilltfd.
---------- ------------- - -.0- fcver«a

fcaeuiredia-w. a beaztattadkj interi 
«J bleeding, chest pains. sev^> 
headache and Moa 1 |

A teaehiag koapUaL Karbcllrf 
UCLA, which is near the jidneUba 
of the Harbor and San Dleta fne^ 
ways aod has a natutaal c^tat^ 
asatopemeigeneyliagltal.:

At Olive View, in Sylmar, tlte 
emergency room. Is not asl^y a* 
Harbor- oa A’*, with WflMjawiai 
al viBiis, but neverthelos it lustKc 
busiest inatorniVT vuda ln|the Saii 
Fernanda Valley, ddiveribg iOOO 
babies a year, many of 0ieiD^ 
Indigent moihen at Mghi risk'til 
problem pregnancies. J

Back at Haibor-OCLA. iemer-l 
geney room nurse Lauri^Dderdba 
said (he budget cuu wereia. bbt 
topic "We talk about it'jaill the 
cime," she said. "We doinrt! <^e 
believe it will happen, beduiaa am 
don’t see how these other hospit^ 
can Lake on all thaMpaUen^’'
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County-use aosure Seen as Pe£to ISy^
¥ Anff»iM citv Fife Dfipartittcwt- tpld the far- Mi U) clw5 tsc M \ ^ oDcned li» 1932—eiwl beeiose It is bo t?4d)y

Health: Indigent patients MwwHeiiibttbuWFtote. Jav j'
woiiid flood other hospitals and . “„„’5waMS«i oi« >»" me" “• "“** tirSi'toS«iw" ^T?,<«iBi«eiseHsai»ihi»i>««ioaisi»i«
overextend resoun**,experts “ic ."&.a.rei
say.Alternateprop^leallsfor 'D'
closing Harbor and Olive View 

focilitlcs instead.
By DOUGLAS^. SHluiT
time* STAfF WHIIER ____
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HEALTH
Conti nu^ ffoih B1
poor, without any health Jneur-
anue.

ENperls who have sludied Ihe 
problem *ay that if ihe county 
followed thj'ough on Ita plan to 
close health ceniera and clinics, the 
indigent and aick pa lien Is would 
call 911, knowing that an ambu­
lance would be Bent and they 
would be taken to a hosplUil. All 
liQspilala with emergency rooms 
arc oUlgaled to lake flIJ patlenla 
wholher they can lay oi- not.

‘If they don’t have a. . . walk- 
in clinie jclnsc by], they art going 
to cull and access our ayslem, 
which I might add is already terri­
bly overburdened." .said Cowen, 
the filly paramedic chief. "Our 911 
system will 1h? absolutely inundat­
ed. .. . Blood ia going In flow from 
the peopio that don't make It to the 
trauma centers."

Hastings, respcnalbto for coordl- 
nsling public and private health 
Eorvices during earlh(|uakf!8. tires 
ond other disasters, said, '^he 
nURihers of fSllI patients are so 
large that wo would start moving 
oul to find open hospitals, and 
within a Ishorl UmeJ every hospital 
In the county would beflUed."

‘Those views were shared by 
more than a doaen private hospital 
administraiors and emergency 
mom physidans ivhu also appeared 
before the budget panel.

Dr, Brian D, Johnston, an erner- 
gercy room piTysiu’ari and prasi- 
der.i-eiec( of the Loa Angelas

County Workers Begin Work Stoppage Over Cutbacks
ByJOSlIMBYBR -------------
TiMtj sTAfr WRireR
A 'or

budget help In Sacramento. Ihe flral of 
.K “PeeledJobacilona by county work- 

occurred Tuesday at wdfare oiflces Ihroiiglmm Los Angeles

aick or walked off lieir jobs In protest of the
“ ^*'255 Join and dash services In an efforl lo resolve an uonrece- 

dcnled budget deficit of ll.a blJIton,
M««'Cal and Aid to FJnfiilles W th Dependent ChUdren money were

; Hunc^cds were told to come back 
another day unless they had emeigencles saidServioce Sneiaia!

I think the staff ore of the opinion that IMs le 
imnff displeasure with what Is

aide Chiol Matsui blamed union 
lowers and naUi the waJkouls were limed ^

SiunwSi";. -lllwInMt emplivea In 31

J^Ik off Job Tjerday. he said, because they 
knew ;he Bve couiily aupervisnra were In the slAte 

inform slate lcgi.slalora of ihe

isrlrs.n,r it
h »«ernallves In Uyoffa «nd

"" “
Althoogh Cedlllo was In. Los Angolea, the top

j-'itp.;, 'rtfiurn'nS
u a' Waahinglon. "Wc managed

hiatal ciosers.'^--------- ------'In six montliB or a year you ere 
going to hare m^|ar cloauroa. Yon

sumorhbopIQfi.".jaiBSenaald. the iSk
‘ What-athecholcerDoyouclows Slhl^cuL 

to proieot yourself, or do ym, . ofaltemSres,bJ JiJJS.”
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LA County Medicaid Update

The Original Plan
We were working with LA County on a plan to increase Medi­
cal rates. This rate increase was meant to compensate LA 
County for the fact that it sees many hard-to-manage Medi­
cal and uninsured patients, and reimbursement rates in the 
state have not been increased for several years.

Since Medi-Cal is 50/50 Federal/state, the plan was for LA 
County to pay the state's share, with the net gain to LA 
County only the increased Federal funds.

Like other hospitals, LA County participates in the DSH 
program, which reimburses hospitals for the unreimbursed 
costs of caring for Medicaid and uninsured patients.

The Problem
It turns out that, for every dollar LA County would gain 
through a rate increase, they would lose a dollar in DSH.

This is because DSH pays for unreimbursed care; a rate 
increase directly reduces the amount of unreimbursed care.

This is only a problem because DSH reimburses LA County for 
100% of its unreimbursed costs. If DSH were paying LA 
County for less than 100% of its unreimbursed costs, the 
rate could increase up to some point without affecting DSH.

A legitimate question is why LA County has a deficit if DSH 
compensates LA County for 100% of its unreimbursed costs.

It turns out that the state rips off the counties to pay for 
the DSH program, as follows:

Example: LA County has $100 in unreimbursed costs.
Private hospital has $40 in unreimbursed costs.

How DSH should be funded:

Feds kick in $70; state kicks in $70; together these fully 
reimburse the 2 hospitals.

What Actually Happens in California:

Feds kick in $70; state kicks in nothing; LA County kicks in 
$70, or the state share for both hospitals; net gain to LA 
County is only $30 -- even though on paper the DSH program 
is fully reimbursing them for their costs.



LA Countv/State Proposal
o They want to count the payment by LA County to the state as 

a cost, in the calculation of the cap on "unreimbursed care" 
under DSH:

Example: Calculation of Unreimbursed Care ("DSH Cap"):

Costs of providing care to Medi-Cal and uninsured $300
Revenue from Medi-Cal -200
Net Unreimbursed Care 100

If We Agreed to the LA County Proposal:

Costs of providing care as above plus payment to state $370 
Revenue as above -200
Net Unreimbursed Care 170

Problems with this Plan
o Fear that other states would impose mandatory payments upon 

counties as a way of increasing the current cap on DSH.

o The DSH program has a history of abuse that attracted much 
Congressional and other interest, and Congress has cracked 
down on it twice since 1991.

o Agreeing to count this as a cost may imply that the federal 
government will be matching these dollars more than once.
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1915b HCFA has had for 30 days; RO has promised state quick 30 
day review; 0MB has some problem with trend factor

Conn blended their rates nat'1 with state

why was deal made?
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$140m: technical issues on DSH limit; construction costs, 
extremely generous inflation factor; all they have is formula, 
not numbers;

SB1255: construction bill: bless MA pymts under ; can borrow to
do construction; we've said we don't pay for constr, but depr 
when constructed; tried to sneak into

Windisch is mouthpiece; they can strip that out

DSH and rate increase; we could do it without rate increase!!!
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Roos

Further expansion SB1255 outside DSH 
Also counting on DSH trade among hospitals 
retro pc SB 910

latest county budget was 60 days

2.5 out fo 12b is health, much earmarked; public safety 

expect 266 retro plus 81 ongoing; total $347
$210 is agt; another $140 due to trend factor and ability to use 
prior year not IGT

cuts must be 650 x 2
Another $300m rest of Dept; asking state for taxing authority



LA County Medicaid

The Original Plan
o We were working with LA County on a plan to increase Medi­

cal rates. This rate increase was meant to compensate LA 
County for the fact that it sees many hard-to-manage Medi­
cal and uninsured patients, and reimbursement rates in the 
state have not been increased for several years.

o Since Medi-Cal is 50/50 Federal/state, the plan was for LA 
County to pay the state's share, with the net gain to LA 
County only the increased Federal funds.

o Like other hospitals, LA County participates in the DSH 
program, which reimburses hospitals for the unreimbursed 
costs of caring for Medicaid and uninsured patients.

The Problem
o It turns out that, for every dollar LA County would gain 

through a rate increase, they would lose a dollar in DSH.

o This is because DSH pays for unreimbursed care; a rate
increase directly reduces the amount of unreimbursed care.

o -^This is only a problem if DSH is reimbursing LA County for 
^100% of its unreimbursed costs. If DSH were paying LA 

County for only 50% of its unreimbursed costs, the rate 
could increase up to some point without affecting DSH.\

xTJhv^neFA Jusir~Fi:mtred-Thrs-0ut 
o No one spotted this problem at first because they assumed

that the DSH program was not compensating LA County for 100% 
of its unreimbursed costs -- or else they wouldn't have a 

^r-A>—^deficit in the first place. ,

) ' It turns out that the state rips off the counties to pay' for
the DSH program, as follows:

Example: LA County has $100 in unreimbursed costs.
Private hospital has $40 in unreimbursed costs.

How DSH should be funded:

Feds kick in $70; state kicks in $70; together these fully 
reimburse the 2 hospitals.

What Actually Happens in California:

Feds kick in $70; state kicks in nothing; LA County kicks in 
$70, or the state share for both hospitals; net gain to LA 
County is only $30 -- even though on paper the DSH program 
is fully reimbursing them for their costs.



LA County/State Proposal
o They want to count the $70 payment by LA County as a cost, 

in the calculation of ^ the cap on "unreimbursed care" 
under DSH:

Calculation of Unreimbursed Care ("DSH Cap")

Costs of providing care to Medi-Cal and uninsured 
Revenue from Medi-Cal 
Net Unreimbursed Care

$300
-200

100

If We Agreed to the LA County Proposal:

Costs of providing care as above plus payment to state $370 
Revenue as above -200 
Net Unreimbursed Care 170

Problems with this Plan
o Fear that other states would impose mandatory payments upon

^ increasing the current cap on DSH.
There would be nothing to stop New York from requiring its 
public hospitals to pay the state's pension costs, and 
increasing DSH by this amount.

:The DSH program has a history of abuse that attracted much 
Congressional and other interest, and Congress has cracked
down on it twice since 1991.

Recycling problem (explain this better!!!!) A
Somehow, agreeing to count this as a cost implies that the /

J^oo government will be matching these dol^larsi more tha^n^^|^ ?
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[42 U.S.C. $ 1396M]
S«e. 1923. (g) LiMrr on amount of Paymint to Hospital.—

(1) Amount of adjustment subject to uncompensated costs.—

I

(A) In general.—A payment adjustment during a fiscal year shall not be
n considered to be consis^fpt wihw-^ion (cl with resnectin a hospital if the Payment

adjustment exc^sCNUIgjjj^jncuirrejuBuring the year^numSEinFTjospital servic^j 
^ tlu determined by tae becretar^and net of payments ui^r EKis title, other tiiii^iS^

this section, and by uninsurea patients) by the hospital to individuals who either are 
eligible for medical assistance under the State plan or have no health insurance (or 
other source of third party coverage) for services provided during the year. For 
purposes of the preceding sentence, payments made to a hospital for services provided 
to indigent patients made by a Stale or a unit of local government within a Slate shall 
not be considered to be a source of third party payment.

(B) Limit to public hospitals during TRANSmON period.—With respect to 
payment adjustments during a Suie fiscal year that begins before January 1, 199S, 
subparagraph (A) shall apply only to hospitals owned or oixrated by a Sute (or by an 
instrumentality or a unit of government within a Suue).

(C) MODinCATIONS FOR PRIVATE HOSPITALS.-With rcspect to hospitals that are not 
owned or operated by a State (or by an instrumentality or a unit of government within 
a Sute), the Secreury may make such modifications to the manner in which the 
limiution on payment adjustments is applied to such hospitals as the Secretary 
considers appropriate.,

(2) Additional amount during transition period for certain hospitals with high
DISPROPORTIONATE SHARE.—

(A)In general.—In the case of a hospital with high disproportionate share (as 
defined in subparagraph (B)), a payment adjustment during a State fiscal year that 
begins before January 1, 1995, shall be considered consistent with subsection (c) if the 
payment adjustment does not exceed 200 percent of the costs of furnishing hospital 
services described in paragraph (IKA) during the year, but only if the Governor of the 
State certifies to the satisfaction of the Secretary that the hospital’s applicable 
minimum amount is used for health services during the year. In determining the 
amount that is used for such services during a year, there shall be excluded any 
amounts received under the Public Health Service Act, title V, title XVIII, or from 
third party payors (not including the Sute plan under this titlel that are used for 
providing such services during the year.

ii- Hospitals with high disproportionate share dehned.—In subparagraph
, yO * hospital is a "hospital with high disproportionate share” if—

(i) the hospital is owned or operated by a Sute (or by an instrumentality or a 
unit of government within a Sute); and

(ii) the hospiul—
(I) meets the requirement described in subsection (bXlXA), or
(II) has the largest number of inpatient days atthbuuble to individuals 

entitled to benefits under the Sute plan of any hospital in such State for the 
previous State fiscal year.

(C) Applicable minimum amount defined.—in subparagraph (A), the “applica- 
ble minimum amount” for a hospital for a fiscal year is equal to the difference between 
the amount of the hospital’s payment adjustment for the fiscal year and the costs to the 
hospiul of furnishing hospiul services described in paragraph (IXA) during the fiscal 
year.

1993 Anendmenta: Hiatory:
SectionS^iliiliiJa)^ the “Omnibus Budget Sec. 13621(b) of the “Omnibus Budget Recon- 

Reconciliaiion Act of 1993,” effective as provided ciliaiion Act of 1993” (P.L. 103.66). 
in section 13621(bX3) of these Amendmcnu at 
f 17,B10, added at the end dw subsection (g).
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department of health services
714/7*4 p ST«n 
,0. BOX 942732 
WOUMtWO. C* **»*-732«

(916} 654-0391

PtTt WllSCH, »-n*r

July lOi IMS

ranh'c«*FlS»cig]J*l”5tJ»tioi,

Washington, D.C. 20201 

pear Hr. Vladack:
HEDI-CAL PROGRAM - IMPLEHEMTATIOH OF OBRA 1993 LIMITATIONS

paymant adjustaants to any particular hospital oxceod.
. . . tha costs incumd during the year of

ia:a.r «!? % "•“Wrr Sssas^Stance under the State plan or have no health 
Insurance (or other source of third party coverage) for 
services provided during the year.

th, lMS-,6 »t»te fiscal y«r.
CliforMu's DSH frogrM, lOiMtlMS T^»rni .to, is tjis (S^g5

S^ScS .t.^mcVl YMr The ds1«rislii.tlOT Is b...d .ntir.1y .n prior yjjr 

hospltsl dsti.*' Prior to the stort of oich »trte flsesl 7«srt
TI«rd! «SftSl^u Mnui’ff
in this Banner, the amount of nonfederal expenditures necessary to fund the SB

^ Much of the hospital data used for thii purpose are collec^ and maintained by the Office^of Statewide Health Planning and Development ( OSHPJ 1. 
pursuant to a system that provides one of the moat complete and accurate hospital 
data bases in the nation.
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855 pragru 1-1 1110 · estabHshed pro1pe�th11y.; Thus. absent 11ni,1u&l 
c1rc•siance1 t tht 11z1 of the sa· 855 program,. and the tnd1v1dua1 ho1pttal 
pa,y•nt 1djustmnt ·111ocations, are· calculatld at th1;btg1nn1n9 of the applicable 
1tat• fi seal y•ar .. · · . · : · 

lhe proposed 1ppro1ch far 1■p1uent1nt �he 08RA 1993 li■tt1ttons in
Californti wa,·devaloped with the·tay·camponent� of �h• existing SB 856 progru
111 ■ind. Under the propO$il, the 08RA 1993 Hrdt1t10,,- for each el191b1e ho1ptt1l
would be d•terminad p�osp,ctlv.11, us1n1 data 11 .. 1t1 (1nc1udtng �rior ye,r
OSHPD data)·that ara integral to the u11t1ng SB 155 pro;ru. C11culat1on, of
hgsptt&l1' costs af providing servt�es t.a Mad1�c11 .,_neficfaries and un1nagred
-1�tv1dual, tilOUld be Hnk1d ta the OSHPO: data, whfle coq,utations ragarcUng
hospital revenue would be derived f'l"Oll other data sources U5ed 1n the current SB
855 progr1�. Thus, the· ..ethodo109.)' for detart1intn9\·and applying the OBRA 1993
1itnttat1oris would b1 c·arefully coordinated w1th and 1nte51rated 1nta the existing
system. 

Jn recent weeks, pub11( hospital npresent1t1ves and State Department
of Health Serv1ces (OHS)· personnel have dt1cu1sed :tfla proposed approa,h w1ttl
repre1entattves of the 0Gpart111nt of Health and Huun Services (DHHS) and th•
H111th Care Financing Adalinistr1tton (HCFA), · llhtlt accepting 11any of the key
components of the 11athodology,· DHH$ · and t&CFA rap.--.s1ntat1v1s have expras.sad
concerns ·over I few t11port1nt 1l111ents of· Caltfornta's _proPosed apprGach, In

· par.ttcwlar,· s1gn1f1cant.conc1rn taas -been expreued ·reg�rding the tre1taant of
1ntergovernmenta.1 transfers II costs. $ecandar�1y, cannents have arisen
resard1r,v the use of the Hasp1t_a1 and Re1ated Sery1ces tansu11ar Pr1ca Iride>1 
(C.P�I.) _&1 tht •tr1ndfng facto�• fpr projecting p�iar year costs into future 
f1Stll ye1r1, 

Du• f8 i,v,111 f1etol'1. it his b1c011t ,:J•1r that tlt1 aannar in wllich

the OBRA lll3 1fatt1t'/ons ,,.. 1ap1eented ttf 11 be ct-1tica1 for th, '"rvh17 of
the hea1th care Jl.fei1 net in Cdtfornj1,, Since = its incept.ion, ... the SB 855 
prograa has pr-ovided f"nd1ng thit has supported the survival af "u�1rcus OSHs in
C11tforn11. p&rt1cul�r1y county hospitals. Nevertheless. as I result of
C111fom11'1 s19n1f1c1nt recession aver the past fiY♦ years, key siato and loal 
funding sources have bHn unab1e to keep pace with the health tir11erv1ca n11ds 
of our State's 9rowing uninsured population, wh1ch,1• now approaching 25 per,ent 
of the totil populit1on. Local go"ernment .tn pa�tcu1ar has bean unabla io
1ust11n its historic 1eve1,s of funding for. 1ndtg1nt:tta1lth care tn the face of 
unprecedent1d ft,cil preuuras anci"�ompetition for. scarce resourcei. Many public
hosp1tals ire struggling ta ma.in�ain their viabi11�y. ltJts economic rea1ity, 
coaib1ned w·lth th• potential affect of HCFA's r•l�cta:nca to apprava the pl"'Oposed
approich for imple11tenting OBRA 1993, as-now placed-sever1l county hosp1t11s·on
the vergt_af closure. In los Angeles county. far ••p1a, the closur-e of LAC+uSC 
Hed1ca1 Center, one of the nation's l1r;e1t hasp1tals, is under serioU5 ✓ 
cons1der1tton. · · q_ 
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SCCKETtfV'S OISC9CTION
A central elanant of the 06RA 1993; statute reUtei to theA central eianani oj DSH

to the hospltaVs:
"costs Incurred ... as detanelned by the Secretary

■

deureinatlon of nosiJSS4«»t M AAt*lV «.ncy.
the courts have routinely

r.c.,ni»d*1— ^.«4.4^4nn nf "raasanable costs under Hedicare, the secretary 5reasonable costs' under Hedicare,definition

|W I MW a ■ w-mw • ■ -1^

. Ts?" m S Ct° m. i»J UM4)7bri.d d.f.r.nc. is ..p^tji.y 
warrante^hen. as’here, the Issue concerns ''a cotiplea and M9hjy technical 
?iSIif"t!ry progran./ and 'entainsl the exercise of judgment grounded m policy
concerns.'

S^t 2399 2WS (1977).) ffl incwMg the Veq^tar/ to "det«m»/ne the 
hospftel^s costs, i/thout reference to any other touchstones, 
autSor/zecf the Secrstiry breed latitude to Include costs that norea/Ty eight not 

be recognised by HCFA or DHHS for other purposes.
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to the other 1 The particular atituie upoh which the secretary i^l1e^» Section 190S(t){“){8) of the SoeUl Soeurlty Set i|>ee1f1(Kl that a State plan
■ust:

. . . provide for taking Into account orily ^h Incoje and reiources as are, as datawlned In fccordwca w1^ 
standards prescribed by the Secretary, aVanible to the 

applicant ....
No further auldallnes ware anunerated by the statute regaling J^e concept of 'evanable"*re8ourcea. On review, the SupreiK Court .ruled that, in 

•explicit delegation of substantive authority, the Secretary s tens "avanable* as proaulgat^ in the regulations Is entitled to Bore thanwre 
deference or weight.* Rather, the Secretary's definition was entitled to
■legislative effect* because:

...me iltuition of this hind, Congrtsi entrusts to 
the Secretary, rather than to the courts, the prliiry 
responsibility for Interpreting the statutory term.

fSchwelkpr v. 6rav Panthers, at 44, guotffig Batterten v. FranciSe at 425,)
The wanner and scope in which Congress 4el«gsted authorl^ to the 

Secretary regarding the computation of the OBRA IW llnitations Is 
the situation at issue In Schwaiher v/ Gray R^thRrs. 
nilinfl by the Supreme Court, it is apparent that thei Secretary has the broadest S«ible euthorit7and^d^^^^^ to approve California's proposed methodology 

for Implementing OBRA 1993.
j

In addition, the absence of any fedaral regulations Implementing the 
OBRA 1993 provisions suggests that inaxinum flexibility should be granted to the 
states at this juncture. In the context of a fedoral/state cooperative program, 
such as Hedlcaid, the SUte, In Us partnership role with the Federal fjvernment, 
1$ entitled to r«gu1atoi*y guidance from the Secretary regarding tha application 
Of federal limitations. Where, as here, the Secreta^ has vast discretion, but. 
as here, has Published no regulations, the equities are clearly in favor of 
Californirto craft itrprogrnrwnirin the wide bounds of the Secretary s 

discretion.
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IX. CALIFOlWI* PB0P05AL FOR CALCUUTIQII OF OBRA IpW LHHTATIOHS
on MMr«1 rwent di«cu»«1w» »1th .»nJ JjCFA

!i5rT~‘2XnfS-™SB.“ H S:»«. w..«.»•-
below:

A, ineluHwi Of Trwif«r« « CmM 

1. 01wrrt»«»ry Authority

fe..S
BJ' s«liwwn.?.S"4S2rlK».iigiK5Mnditory transfer anounts should L recognlied as hospital costs for OBRA 1993 

purposes.
The OBRA 1993 limitations are to restrict FFP the federal

share of each hospital's net costs of providing services to SSSficiarles and individuals without haalth insurance. A key eleiiBiit of the
«lculat1on. therefore, is the determination utilcosts logicilly should include all costs incurred by or on behalf of the ho^ital 
5! rinnStion with its oMratlons, ispeclally those;coats incurred as a reso7t
of providini servicos to Msdf^Ctl a/irf "aJd
be oald fas a natter of law) solely as a result of operating the hospital, anaVs &o?elrti«i to services to Indigent patients. It Is as »ich an element of net 

costs as is any labor cost or cost of supplies.
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2. Medicare Principles

si^siifassfidiscussed below.
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fund*. Upon receipt of the tronofers, the funds •” Veil*
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However, a portion of the funds, once owned by the State, Is direct^ KiJi® Health Care ^Deposit Fund* to be used for other Hedl-Cal purposes (see Calif.
Helfe and Inst. Code § 14163(d)(2)).
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mattor, even iin addrHsad S the courts. Thus, there Is no?S5l Wir?K Sllfornla's -thoddogy.
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and practical limitation «" 0SHs^n California will, in fact,

a reasonable the methodology will

For tlw rtisMS l«J

Sincerely.:

Whn Rodr^guM 
«puty Oirfector ^Hedlcal Cire Services

cc: KS«.u5 SS’ll’^ s.nic«
200 Independence Avenue, SJ. 
ilashihgton, D.C. 20201

Hs. Haney J. Dapp^
SIS &r.t1on
75 Hawthorne Street,San Francisco, California 94105

Ms. S. Kimberly BeUhe 
Director7J4 P street. Ro«Sacramento, California 95E14

■aVnt”ni^and*^^^^ the safety net.
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California Association of
Public Hospitals and Health Systems
2000 Center Street, Suite 308, Berkeley, CA 94704 Phone 510 / 649-7650 Fax 510 / 649-1533

July 11, 1995

Bruce C. Vladeck, Ph.D.
Administrator
Health Care Financing Administration 
Hubert H. Humphrey Building 
200 Independence Avenue, S.W., Room 314G 
Washington, DC 20201

Re: Medi-Cal Proeram - Implementation of OBRA 1993 Limitations

Dear Dr. Vladeck;

On behalf of the members of the California Association of Public Hospitals and Health Systems 
(CAPH), I am writing to express our full support for the attached State Department of Health 
Services’ (SDHS) letter regarding two critical components of California’s proposed methodology 
to implement the OBRA 1993 limitations. CAPH has worked closely with Los Angeles County, 
numerous other counties around the state, and with representatives of SDHS to develop a 
methodology implementing the hospital-specific payment limitations that is coordinated with and 
integrated into California’s existing disproportionate share payment program. We believe that 
the proposal fully complies with federal statute at the same time that it preserves vital federal 
dollars for California’s increasingly fragile health care safety net

California’s five-year recession has disproportionately impacted local government, which by legal 
and moral mandate serves as the state’s health care safety net Faced with increasing economic 
pressures, counties have simply been unable to keep pace with the demand for needed health care 
services and mounting competition for scarce resources. Many public hospitals are facing 
substantial service reductions; some are facing potential closure.

Despite a recent upturn in the economy, California still has one of the highest unemployment 
rates in the country. More than 6.5 million Californians have no insurance at all, while millions 
more are underinsured. The vast majority of our state’s vulnerable and low income populations 
rely on public hospitals and health systems as their only source of care. The disproportionate 
share program has provided a critical funding source for counties in their efforts to maintain a 
safety net system of care.



Bruce C. Vladeck, Ph.D. 
July 11, 1995 
Page Two

The manner in which the OBRA 1993 limitations are implemented will be critical for the survival 
of this safety net. We stand ready to work with you and with representatives of SDKS to ensure 
a speedy resolution to this critical issue.

I look forward to talking with you at your earliest possible convenience.

Sincerely,

Denise K. Martin 
President &. CEO

c: Kim Belsh6, Director, State Department of Health Services
John Rodriguez, Deputy Director, Medical Care Services, State Department of Health Services 
CAPH Board Members
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IU_USTRATION OF CA USE OF IGTs FUNDS (I.E. DSH TAKEBACK) DURJNG SFY 1993/1994

COMPUTATION OF EXCESS IGT AMOUNT RECEIVED BY STATE FROM IGT HOSPITALS;

A B C D E
TOTAL IGT NEEDED AS TOTAL IGT NET"EXCESS NET REVENUE

HOSPITAL TYPE OSH PAYMENT STATE SHARE OF PAYMENT AMOUNT IGT PAYMENT AMOUNT RECEIVED
AMOUNT DSH PAYMENT TO STATE TO STATE BY IGT HOSPITAL

{A X 50%) (C-B) (A-C)
IGT HOSPITALS

County Hosprtals except LA CO $730,601,246 $365,345,623 $484,317,022 $118,971,399 $246,374,224
Los Angeles County Hosprtals $068,921,310 $484,460,655 $642,220,755 $157,760,100 $326,700,555
District Hospitals $2,745,900 $1,372,950 $1,820,038 $447,088 $925,862
University of Calrfomia Hospitals $148,140,495 $74,070,248 $98,190,533 $24,120,286 $49,949,962
Statewide Totals IGT Hospitals $1,850,498,951 $925,249,476 $1,226,548,348 S301 29B 873 $623,950,603

STATE APPLICATION OF EXCESS $301,298,373 IGT AMOUNT RECEIVED FROM IGT HOSPITALS:

EXCESS IGT NET REVENUE
AMOUNT APPLIED AMOUNT RECEIVED

1 AS STATE SHARE BY NON-IGT HOSPITAL
NON4GT HOSPITALS

Community Hospitals except Childrens $220,178,264 $110,089,132 $0 $110,089,132 $220,178,264
Childrens' Hospitals $73,329,300 $36,664,650 $0 $36,664,650 $73,329,300
Statewide Totals Non-IGT Hospitals $293,507,564 $146,753,782 $0 8148.753.782 $293,507,664

NET EXCESS IGT RETAINED BY STATE $184.g4&ff91
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jILLUSTRATION OF CA USE OF IGTs FUNDS (l.E. DSH TAKEBACK) DURING SFY 1994/1395 

icOMPUTATION OF EXCESS IGT AMOUNT RECEIVED BY STATE FROM IGT HOSPTIALS:

A B C D E <=»
TOTAL IGT NEEDED AS TOTAL IGT NET -EXCESS NET REVENUE CO

cn

HOSPITAL TYPE DSH PAYMEm" STATE SHARE OF PAYMENT AMOUNT IGT PAYMENT AMOUNT RECEIVED
AMOUNT DSH PAYMENT TO STATE TO STATE BY KST HOSPITAL CO

(A X 50%) (OB) (A-C) 4^

IGT HOSPITALS
County Hospitals except LA CO $716,150,926 $358,075,463 $524,767,403 $166,691,940 $191,383,523 *-X5

Los Angeles County Hospitals $948,442,435 $474,221,218 $694,981,539 $220,760,322 $253,460,896 s
District Hospitals $5,039,915 $2,519,958 $3,693,053 $1,173,096 $1,346,862
University of CalifcNDia Hospitals $138,032,650 $69,016,325 $101,144,930 $32,128,605 $36,887,720
Statewide Totals IGT Kospttals $1,807,665,926 $903,832,963 $1,324,586,925 $420.753.962 $483,079,001

S
STATE APPUCATION OF EXCESS $420,753,962 IGT AMOUNT RECEIVED FROM KST HOSPITALS:

mB

g
EXCESS IGT NET REVENUE 3

1 AMOUNT APPLIED AMOUNT RECEIVED mcz
AS STATE SHARE BY NON-IGT HOSPITAL

NON4GT HOSPITALS
Community Hospitals except Childrens $298,115,888 $149,057,944 SO $149,057,944 $298,115,888
Childrens' HospHals $63,876,650 $31,938,325 SO $31,938,325 $63,878,650
Statewide Totals Non-IGT Hospitals $361,992,538 $180,996,260 so $180,996,269 $361,992,538

fJET EXCESS IGT RETAINED BY STATE 

RLENAMEiIGTUSE DISC;CAMAC7
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07-07-95 10;34AM FROM HCFA MEDICAID BUR P02

Special Madl-Cal Paynents by Counties to State 

(Referred to as "Takebacks” by Counties)

During the couree of our Administrative Claiming Resolution 
Process In California, county personnel commonly noted that the 
state was balancing the Medl-Cal budget at county expense through 
two so-called "takebacks": Medl-Cal Administrative claiming (MAC) 
and Intergovernmental Transfers (iGTs) for Disproportionate Share 
Hoepltal (OSH) payments.

MAC TAKEBACK
The current MAC legislation requires each County to remit to the 
State a pro-rata share of its mac revenues each SPY year beginning 
In SPY 94/95. This amount totals $200 million statewide and 1s 
contained as a line item in the original State budget for SPY 
94/95.
The original MAC takeback estimate included In the state budget was 
based upon the inflated mac revenue projections developed under the 
original MAC proposal. However, as a result of the HCFA 
disallowance and the revised MAC revenue estimates being projected 
under the resolution process (which may not reach $200 million 
Statewide), the State is proposing legislation which will reduce 
the MAC resolution process takeback to a total of $20 million 
Statewide. This amount was contained in Governor Wilson's May 
budget revision. Pending passage of this legislation. Counties are 
refusing to submit any resolution process claims for SPY 94/95 
since any revenues generated for the Counties by these claims are 
subject to the original $200 million takeback until the legislation 
is changed. The $200 million was to be deposited to the Health 
Care Deposit Fund for support of the Medl-Cal program. There Is no 
direct state outlay for match under MAC. The counties pay the non- 
Federal share of the match through Certified Publlc_E2iP®f^<liture8 
(CPE) and also reimburse the state Its costs of adtnTnTstSrlng—the 
MAC program.
In addition, we understand from the Counties that the State Is also 
proposing legislation that will alter the takeback mechanism and 
tie the takeback prospectively to the recently implemented TCM 
services. Thus, the Counties will again be subject to a takeback 
under TCM.
The State could provide immediate relief to the Counties by 
releasing them from the MAC resolution process takeback amounts and 
from the future proposed legislation that requires the takeback to 
be imposed upon the TCM services.



07-07-95 10:34AM FROM HCFA MEDICAID BUR P03

IGT - DSH TAKEBACK

The IGT - DSH payiaantB have just recently become an Issue, and only 
then in the context of our providing technical assistance vlth 
respect to raising outpatient rates to public providers. OBRA 93 
establishes hospital-specific payment limits which many county 
hospitals will likely exceed if they get substantial increases to 
their outpatient rates. As currently structured under OBRA 93, 
public providers could find themselves losing $1 DSH for every $1 
of increased Outpatient rate. CA counties and the CA Association 
of Public Hospitals (CAPH) will soon propose (it's unclear whether 
the state will endorse the proposal) to the Administrator that the 
OBRA 93 hospital-specific limit Include IGT payments as a provider 
cost. If calculated In this manner, the hospitals would be able to 
have much higher DSH limits and be able to retain the increased 
OP rate money. We have told the state, LA County, CAPH, and 
Willie Brown's staff that the iGT-as-a-cost proposal could not be 
endorsed by HCFA's technical and policy staff.

CA's DSH allotment la right at $2.2 billion! $1.1 billion is FFP 
and $1.1 billion is IGT provided by the counties. An IGT payment 
to the state has three components:

1. The DSH match for that county's DSH hospitals.

2. The DSH match for private hospitals for which the state has 
not required an IGT, (Community and Children's Hospitals - see 
middle column of Lotus Chart i earlier sent you).

3. The county share of funds which will be used for general 
health purposes.

Referring to the 93/94 chert:

Gross DSH Payment divided by 2 = IGT needed for DSH Match is 
$1,072,003,258. but total IGT payiaents were budgeted at 
$1,226,548,348. The excess IGT payments of $154,545,090 were 
used for general health purposes. According to state DSM 
staff, the excess IGT payments for SFY 94/95 are in excess of 
$200 million.

Revised Wednesday, 7/5/95 AM by Tom Coupar and Bill Lasowski. File 
renamed 'TAKES.WP” on Coupar'8 Dunn No.l. PROFS‘d to The 
Administrator's Office and Bill Lasowski, with a hard-copy to 
Grantland Johnson,

filename:take di8c;camac7



Budgeted Disproportionate Share Hospttal Payments For State Rscal Year July 1993 Through June 1994 

Hospital Type Gross Payments to Hospitals 
%ofTot£d Amount

Intergovernmental Trwisfer 
% of Total Amount

Net Revenue to Hospttal 
% of Total Amount

34.08% $730,691546 22.59% $484,317,022 11.49% $246,374,224
45.19% $968,921,310 29.96% $642520,755 15.24% $326,700,565

79.27% $1,699,612,556 52.54% $1,126,537,777 26.73% $573,074,779

10.27% $220,178,264 0.00% $0 10.27% $220,178,264
3.42% $73,329,300 0.00% $0 3.42% $73,329,300

13.69% $293,607,584 0.00% $0 13.69% $293,507,564

0.13% $2,745,900 0.08% $1,820,038 0.04% $925,862
6.91% $148,140,495 4.58% $98,190,533 2.33% $49,649,962

100.00% $2,144,006,515 57.21% $1,226,548,348 42.79% $917,458,167

7.77% $166,644,590 5.15% $110,456,424 2.62% $56,189,186
0J28% $5,975,360 0.18% $3,960,590 0.09% $2,014,770
5.66% $121,311,360 3.75% $80,407,637 1.91% $40,903,723
4.17% $89,321,700 2.76% $59,204,240 1.40% $30,117,480

20.63% $442,327,320 13.67% $293,183,546 6.96% $149,143,774
6.69% $143,340,980 4.43% $95,009,318 2.25% $48,331,662

45.19% $968,921,310 29.95% $642,220,755 16.24% $326,700,665

Cojnty Hospitals except LA CO 
Los Angeles Coun^ Hospitals

Cwjnty Hospitals Sub-Total

Community Hospitals except Childrens 
Childrens' Hospitals

Community Hospital Sub-Total

District Hospitals
University of California Hospitals

Statewide Total for 97 Hospitals

Detail of Los Angeles County Hospitals 
Harbor -UCLA 
High Desert
Martin Luther King/Drew Medical Cntr 
Rancho Los Amigos 
use ModicaJ Center 
Otive View Med Center

Total LACO Hospitals

Purpose To show the general relationship of DSH activity in CA and in Los Angetes County. Rnal DSH allotment was $2,191 
Source Prepared from CA State budget reports by Thom Coupar 4^17/95. Dunn#1 Disc 'DSH495.wk1 & IMpress

Note State match for Community and Childrens Hospitals is funded by the Intergovernmental Transfers Account 
filename;dsh495x discicamac?

I
CO
cjn

►TC3

pa

g

t=J

Ss
mcnpa

oim^d 07:46 AM



Budgeted Di^roportionate Share Hospital Payments For State Fiscal Year July 1994 Through June 1995 

Ho^jitalType Gross Payrrents to Hospitals 
% of Total Amount

Irttergovemmental Transfer 
% of Total Amount

Net Revenue to Hosf^ 
% of Total Amount

County Hospitals except LA CO 
Los Angeles County Hospitals

County Hospitals Sub-Total

Community Hospitals except Chldrens * 
Childrens' Hospitals *

Community HospitaJ Sub-Total

District Hospitals
University of California Hospitals

Statewide Total for 97 Hospitals

Detail of Los Angeies County Hospitals 
Hartxx -UCLA 
High Desert
Martin Luther King/Drew Medical Cntr 
Rancho Los Amigos 
use Medical Cerrler 
Olive View Med Center

Total LACO Hospitals

33.01% $716,150,926 24.19% $524,767,403 8.62% $191,383,523
43.71% $948,442,435 32.03% $694,981,539 11.68% $253,460,896

78.72% $1,064,593,361 56.22% $1,219,748,942 20.50% $444,844,419

13.74% $298,115,888 0.00% $0 13.74% $298,115,888
2.94% $63,876,860 0.00% $0 2.94% $63,876,650

16.60% $381,992,538 0.00% $0 18.68% $361,992,538

0.23% $5,039,915 0.17% $3,693,053 0.06% $1,346,862
6.38% $138,032,650 4.66% $101,144,930 1.70% $36,887,720

ICO.00% $2,169,658,464 61.05% $1,324,686,925 38.95% $845,071,639

7.15% $155,099,460 5.24% $113,650,821 1.91% $41,448,639
0.25% $5,331,010 0.18% $3,906,356 0.07% $1,424,654
697% $151,228,720 5.11% $110,814,494 1.86% $40,414,226
366% $79,514,106 2.69% $58,264,828 0.98% $21,249,277

18.65% $404,621,060 13.67% $296,490,509 4.98% $108,130,571
7.04% $162,648,060 5.16% $111,854,531 1.88%

0.00%
$40,793,529

43.71% $948,442,435 32.03% $694,981,539 11.68% $253,460,896

Purpose To show the general relationship of DSH activity in CA and in Los Angeles County. Final DSH allotment was $2,191 
Source Prepared from CA State budget reports by Thom Coupar 7/D3/95. Dunn #1 Disc 'DSH495.wk1 & IMpress 
Note State match for Community and Childrens Hospitals is funded by the Intergovernmental Transfers Account.
DSH alkJlment is $2,191,451,000 - State will pay up to the allotment with a lump sum adjustment 97 dsh hospitals sfy 94/95 same as previous yr 
fil0r»ame:d8h495x disc:camac7
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JUL-11-1995 15:34 FROM RDMINISTRflTOR’S OFFICE 94567431 P.02

I ^ DEPARTMENT OF HEALTH & HUMAN SERVICES Office of The General Coo 
Health Care Financing Div

JUL 1995

isel '
Sion !

NOTE TO BRUCE VLADECK

Re: California’s Calculation of the Costs of Furnishing Hospital
Services Under OBRA ’93

Section 13621 of the Omnibus Budget Reconciliation Act of 1993 (OBRA ’93) 
established hospital specific limits on the amount of Medicaid payment adjustments 
States may make to disproportionate share hospitals. The statutory limit for any 
hospital is the amount by which "the costs incurred during the year of furnishing 
hospital services" for Medicaid beneficiaries and the uninsured exceeds the payments 
the hospital receives from Medicaid and the uninsured. The applicable legislative 
history provides that Congress sought to limit DSH payment adjustments to no more 
than the costs of providing inpatient and outpatient services to Medicaid and uninsured 
patients, less any payments the hospital received on their account.

You have requested our comments on LA County’s proposal to include, as a cost of 
furnishing hospital services to Medicaid beneficiaries and the uninsured, that amount 
of the public hospitals’ Medicaid disproportionate share hospital (DSH) payments that 
the counties are required to return to the State. After several conversations with 
representatives of LA County and reviewing the relevant statutes and legislative 
history, we have concluded that such inter-governmental transfers (IGTs) of funds 
between certain counties and the State of California do not qualify as "costs" of 
furnishing hospital services.*

* Under California’s arrangements for financing its Medicaid program, certain ,
public facilities, including the large public hospitals such as those in Los Angeles j
County, are required as a matter of State law to return tqjh£.Sj;ate treasury a •
significant percentage of the payments made to the hospital under the Medicaid DSH i 
program. The State uses these payments to finance portions of its Medicaid program, I 
thus being able to generate additional Federal matching payments without using any ! 
additional State money. j
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In order to facilitate State calculation of the "costs... of furnishing hospital services", 
HCFA permits States to use the definition of allowable costs in the State plan, or any { 
other definition, as long as the costs determined under the definition do not exceed the 
amounts that would be allowable under the Medicare principles of cost reimbursementi 
While we have not been able to confirm with Medicare cost experts whether these
transfers would be recognizable under Medicare cost principles, we doubt that they 
would. However, as a threshold matter, it must first be determined whether these 
transfers are a cost at all. In fact, these payments are in no way related to the cost of 
providing hospital services, much less as a cost of providing services to Medicaid 
beneficiaries and the uninsured. These payments are merely a device, called an 
intergovernmental transfer (IGT), by which the State finances a portion of its 
Medicaid program.

Rather than try to argue that the mandatory county inter-governmental transfers are 
Medicaid or uninsured costs, LA County claims that the IGTs are total facility costs 
that apply to all payors (all counties operating county hospitals) and are allowable 
under the Medicare principles of cost reimbursement as a cost related to health care. 
We believe the County understands and agrees that IGTs do not qualify as 
expendimres or costs of providing care to Medicaid beneficiaries. Accordingly, the 
County’s argument seems to be based on its characterization that such IGT costs are 
related to beneficiary care or are necessary and proper costs incurred in furnishing 
hospital services in accordance with Medicare cost principles.

We find no evidence to support a claim that the mandatory inter-governmental transfer 
from the counties to the State is an allowable cost or a necessary and proper cost 
incurred in furnishing hospital services. In fact, the State establishes in advance the 
amount of the so called "costs" that must be transferred back to the Stale by the 
counties. The transferred amounts are then paid out by the State to other providers 

I under the Medicaid program. If we were to agree that these amounts are recognizable 
as costs to the counties, we would have to acknowledge that they are being recognized 
again as costs to the State’s Medicaid program when they are used as a basis for 
claiming federal financial participation in these additional provider payments made by 
the State. The transfer does not c:ontribute to the provision of services to any 
Medicaid beneficiary or uninsured individual at the facility by which they would be 
claimed or in any other way increase the actual cost of any medical services rendered. 
There is no evidence that the transfer provides services or goods that are related to 
medical services. There is no evidence that the transfer is related to patient care 
except that the State, through state law, earmarks the transferred funds to be used, in 
part, for DSH payments to other facilities.

6
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For the above reasons we conclude that there is no basis in law for HCFA to 
recognize the intergovernmental transfers, required by California law to be made by 
county facilities to the State, as part of the costs of providing hospital services to 
Medicaid beneficiaries and uninsured individuals for purposes of the DSH payment 
limits in section 13621 of OBRA ’93.

Darrel Grihst^d 

Associate General Counsel

I !■

I !i I

it

i I
! !■ i ;

' ; i



- kfcPA AO

l(^ Jh^~ HUaMk.^

l/i ^(UJ C\^^ -h M-Jf^

CP E c cl_A---<^_ 9 

7- (^ ^(5^c/V7 M/P-P -^'l//'^ _

r

3

(^ ^P£ — jl^ J'M:C 'yt '^

,/0';/t4
A



SENT BY:L A COUNTY 6-28-95 7^10: CHIEF ADMIN OFFICE- 1202456743r.# 3/ 3

PARTUENT or MfcALTh SCRVICes

W/UCLA MEDICAL CENTER
AR 1995/96

for 08RA *83 Pam 7 of i9
fA7)

C8RP 
CumnI

Awi.iuce«i 
rri»6-»> fTHBnatft

MtrMtaiorr
ICT

M«0FOtf/
UrAnumd

10.00 siaoo S111.SS 87 04%
$0.00 $1.53 $111.85 87.04%
$0.00 $1.53 S0.00 87.04%
$0.00 $1.53 $128.75 87.04%

IMnwrad 
Op*ntfqo 

-&SE5SL. 

$304.35 

$311,72 

$214 37 

$32C.43

wference for OBRA193 Pa 10oM2m?)

m/y

HadM:atr
U(»ln*lir*o
AMflU*

under/(Over) 
OSH Unit 
n«M»

uiMraurM SpKilt:
OSHLMt

$136.01 $168.33 $16.68 (7>

(S9.28)
($57.95)
($1,92)

(44.20 $177.63 $134.10 ($18.55)
(44.20 S3 38 1177.63 $36.74 ($11591)
(44,20 $177.63 $148.80 $152 65

o«uciA«c i. „e.M •™> «»»—•»



T SENT BY:L A COUNTY 6-28-95 7:10: CHIEF ADMIN OFFICE- 12024567131:# 2/ 3

COUNTY OF UKANOCLCB • DEmfrTMENT OF HEALTH

OBRA '93 FORMULA - OLIVE VIEWAJCLA ft
FISCAL YEAR 1985/06

Medi-Cs / Uninsured Eznenses AhMilkm)
m f/m (A3/ 641/ 6«4r 6i4:

iidti ♦ tt3H •At
PNcvYaar Ate rear Pnurrear PniMMi CRRP p™*-ToW Unrainbmed CARP OaanttiBe«nai Cunrani NQIVM

OMtaraM CiyaiwM Trandlrg lerUiHwtnlna 08H E;9amaa Sva.UA
Ewmead) Ur«nwMf(2) FV1M2-«3J Factor PmU A^u^rnont yoar (ry-w64Bj <rr

SeetwriDi S191.15 S7 04 $0 00 128.28% $247.82 $0.00 $10.
ScanttrtoZ $191.15 $2.04 SO.DO 128 28% $247.82 $0.00 $1.2
ScaraloS $191.15 SZ04 $0 00 128.28% $247.82 $0.00 $1.2
seerwtoe $191.15 $2 04 $0.00 128.28% $247.82 $0.00 $L2

Medi-Ca / Uninsured Revenues (SbiMWana)
fBJj 02} (BH 04} OS} (Be

fJtt. 5812% as £ai.6alienlrdaM E^amM
Cil CRRPAev MOf Juitt 1 MACrevenua cirtc Etanu
for >ywnJn9 artar laths tartw «liR caa
OfiHatyiwnt UpooHiisg OeH upoamtseOSF (CMnua psyiTti
aduonenr psyment pa^nsfit (9BS») fret

Ued-Cal Rerrrujc adHunirarx year adjuamanrvaar urrirat
lniw«cnl Ou^l»nt (tOttOO) [iaav9s)i3| (Mkm

1
Scanartol >i $S9.00 $28.00 $0.00 $41.63 $3.00 $0.00 $3.3
Scanarfo 2 $59 QO $28.00 SD.OO $4163 $1.41 $44.20 $33
SctfMtkiS $59.00 $28.00 $0.00 $4163 Sl.41 $44.20 $3 3
SoenarioA $59.00 $28.00 $0 00 $4163 $1.41 $44.20 $33

5r«narto 1 = 
Scenario 2 »

Scenario 3 = 
Scenario < =

Original 109S/96 OV/UCLA MCdata Maubmiflied on 06/15^ 
Seenario 1 adjusted for oKpanded clinic vlaR groae revenue 
Total LAC-DH5 -*680 million. OV/UCLA MC » J44 20 million 
Soerwrio 2 ad/mted lor removal of lOT (A6) aa an eapenae 
Scenario 2 adjuated to add Expanded Clinic Visit I3T to c»lunm (A8)

(1)
(2)
f3>
(A)
(5>
(«)
{7)

Thisdi 
This d« 
Revise 
TheSE 
This* 
This di 
OVfUt

■«« HMtCi lUiM ni



SENT BY:L A COUNTY : 6-28-95 : 7:09 : CHIEF ADMIN OFFICE- 12021567131:# 1/ 3

COUNTY OF LOS ANGELES 
Chief Administrative Office

TELECOPY

PLEASE DELIVER TO:

Agency:

Teiecopier #: o W/

Telephone #:

FROM:

Name:

Telephone #: 

Telecopier #: 

Subject:

Marilyn Brown 

(213) 974-1268 

(213) 620-1381

Number of Pages (not including cover sheet):

/luJL

P/ease call me if tna talacopy you receh/e is incomplete or Hlegible.

726 Hall of Administration ♦ 500 West Temple Street ♦ Los Angeles, CA fl0012



OBRA ’93

Hospital-Specific 

DSH Payment Limitations
Proposed Draft Formula 
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Hospital-Specific 

DSH Payment Limitations

Limitation on total Medi-Cal disproportionate 

share hospital (DSH) payments each DSH 

hospital can receive per year

Effective Date
- Public hospitals beginning in State FY 1994-95
- Private hospitals beginning in State FY 1995-96

as of 06/19/95
Pa^e 2 of 13



DSH Payment Limitations

Implementation
Complete & apply calculation prior to start 

of each DSH payment adjustment year

Promote certainty of DSH funding for 

each payment adjustment year

Promote consistency with current DSH 

program (SB 855)
35 of 06/19/95

Page 5 of 15



DSH Payment Limitations

Hospital Expenses Data Sources

OSHPD Annual Hospital Financial Disclosure Report

- Specific to California
- Same data source used to determine DSH eligibility

- Administrative ease

- Audited
- Only data source to delineate Medi-Cal and uninsured costs 

I Hospital-specific survey
- Medi-Cal Construction Renovation and Replacement Program (CRRP)

- Non-medical services related MAC

as of 06/19/95
Page 4 of 15



DSH Payment Limitations

Hospital Revenues Data Sources

Medi-Cal
- Medi-Cal paid claims (Short-Doyle and all other acute)

• Same data used to determine DSH payments
• Actual Medi-Cal payments to hospitals
• Administrative ease

- Survey of hospitals participating in:
• Medi-Cal Construction Renovation and Replacement Program (CRRP)
• Non-medical services related MAC

' Uninsured r-. *
- OSHPD Annual Hospital Financial Disclosure Report

! Only audited report which includes cash payments to hospitals by the 

uninsured 

\SB 1255- Most recent SB 1255 contract rates on file with CMAC at the time the 

hospital-specific DSH limit is being calculated

Page 5 of 13
as of 06/19/95



DSH Payment Limitations

Calculations
FY 1994-95

Hospital
Medi-Cal/Uninsured 

Operating Expenses

Hospital
Medi-Cal/Uninsured

Revenues

Hospital-specific ^ 2* 

DSH Limit

Doubling effect applies only to public hospitals whose Medi-Cal utilization is at least one standard deviation above the State mean

Hospital
Medi-Cal/Uninsured 

Operating Expenses

FY 1995-96

Hospital
Medi-Cal/Uninsured

Revenues

Hospital-specific 

DSH Limit

?3,q& 6 of 13



DSH Payment Limitations

Hospital Medi-Cal / Uninsured
Operating Expenses

fA6J
CRRP
Current

Expenses

(A 7)
Projected 

Non-Medical 
Services 

MAC Expenses

(Al) (A3)

Prior Year Prior Year Prior Year (A4)

Total + Unreimbursed - CRRP X Trending
Operating Cost of the Expenses Factor
Expenses Uninsured (sbi732)

(A5)

Projected
Adjusted Operating 

Expenses 

for Upcoming DSH 

Payment Adjustment 
Year

! (A8)

/Projected
Mandatorv

(A9)

Medi-Cal/ 

Uninsured 

Patient Mix

(AW)

Hospital
Medi-Cal/Uninsured 

Operating Expenses

as of 06/19/95
?d.op 1 of 13



DSH Payment Limitations

Medi-Cal / Uninsured Patient Mix

Numerator

County Indigent Program 

Medi-Cal gross revenues (charges) 

Uninsured gross revenues (charges)

Denominator

Total gross revenues(charges)

as of 06/19/95
Page 3 of 13



DSH Payment Limitations

Notes Medi-Cal / Uninsured Operating Expenses

Operating expenses
- Unreimbursed cost for uninsured

• Cash recognized in revenue
• Total gross costs recognized in expenses 

CRRP Expenses
- Matching revenues with expenses

as of 06/19/95
Pa^e 9 of 13



DSH Payment Limitations

Medi-Cal/Uninsured Revenue
Medi-Cal inpatient rates (BJ)

Total Medi-Cal days paid in
X effective June 1 prior to upcoming — Medi-Cal Inpatient

prior calendar year DSH payment adjustment year Revenue

+
Total measure units of services by Medi-Cal outpatient rates (B2)

procedure code X effective June 1 prior to upcoming — Medi-Cal Outpatient
paid in prior calendar year DSH payment adjustment year Revenue

'k

(BS)
Estimated CRRP revenue 

for upcoming DSH 

payment adjustment year
+

(B4)
Estimated SB 1255 as of 

June 1 prior to the 
upcoming DSH payment 

adjustment year

+
(B5)

Est. patient related MAC 
revenue for the 

upcoming DSH payment 
adjustment year

+
(B6)

Estimated cash 
payments from 

uninsured *

(B7)
Medi-Cal / Uninsured 

Revenue

OSHPD Annual Financial Disclosure Report Page 10 of 13



DSH Payment Limitations

CRRP Survey
Reasons

• Matches revenues and expenses

• Limited number of hospitals

No Statewide data

. Minimal data to be requested

Questions

Amount of CRRP expenses in 

prior year OSHPD Annual Report

Upcoming DSH year amount of:

- Expenses

- Revenues

as of 06/19/95
Page 11 of 13



DSH Payment Limitations

MAC Survey
Reasons

• Matches revenues and expenses

No Statewide data

• Impacts public hospitals only

• Minimal data to be requested

Questions

Amount of patient care MAC 

revenue in upcoming DSH 

year
Amount of non-patient care 

MAC expenses in upcoming 

DSH year

35 of 06/19/95
Pa^e 12 of 13



DSH Payment Limitations

Terms
CMAC - California Medical Assistance Commission

CRRP

DSH

- Medi-Cal Construction Renovation and Replacement Program 

(SB 1732)

- Disproportionate Share Hospitals (SB 855)

OSHPD - Office of Statewide Health Planning and Development

MAC - Medi-Cal Administrative Claiming

SB 1255 - Medi-Cal Inpatient Rate Augmentation

13 of 13
35 of 06/19/93
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Supervisors 

Hope for Aid 

From Clinton
■ Lobbying: Even as efforts in 
&)criiniento bear some Fruit, they and 
California lawmakers urge the White 
House to restore health care funds.
fiyJOSU MEYER
TIM£S STAFF WttITM

With an inien*« lobbying effort still under way tn 
Sacramento, the County Board of Supervisors on 
Thursday turned its attention to the White House to 
help .solve the eouniy'.s unprecedented budget crisia.

By Ute afternooa the Sacrantemo lobbying effort 
had paid a small dividend. State Sen. Hilda Solis 
(D-B! Monte) said she vould Introduce a measure 
that would authorize the supervisors to increase sales 
uum by a v4-cent. raising up to $400 million a year to 
hc^elose the county's $1.2-billion deficit.

The bill needs to pa.«!s both houses of the Leglela- 
twe and gain the approval of four of five aup«rvi*ors 
jaefore it could be put into effect, and many suie 
lawmakers are averse to raising taxes.

Because of this, supervisors sard They are pinning 
their hopes on President Clinton to help balance the 
Itodget Without his help, several said Thursday, they 
will be forcrt to make catastrophic cuts in services 
Md lay off thousands of employees, even if aid from 
baeramenlo comes through.

Super^w Mike Antonovich said an administrative 
jni ” Clinton resulted in the loss of at least $850 

million In health care funds last year. He and several 
other supervisors said they want to get back that 
mon^y.

•'ll is viui," Antonovich said "Failure of Washing- 
ion to honor its commitment (to health care) will 
result m sizable downsizing of health services In L.A. 
County."

As a result, at least two supervisors—board Chair^Bian Gloria Molina and Supervjjor Zev 
y«roBlav.kjr«pI„, JO fly yj Washiogton nea week 
for a of meetiflgs with Iswmakera aimed at 
pressuring Clinton to restore the funds.

The supervisors spent much of this week in 
Mcramenio making similar appeals, and several said 
they were buoyed by promises of aid during the 
ongoing sute budget deliberations. They hope arm-

Please see LOBBT, B3
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twisting in Washington will 
prompt similar promises of help by 
the local delegation.

'There's not enough of t flnen- 
cial solution in Sacratnente to alle­
viate the need to make deep and 
hurtful «uU,” Yaroslavsky said 
“WaohingtoB ia critical In helping 
us manage this crisis.

“We are hopeful that the Ad­
ministration and our congresional 
delegation will be helpful,” he said.

As part of the general iebbyiiig 
effort, merabcra of the California 
congressional delegation are 
scheduled to meet next week at the 
White House with members of 
Chnion’s staff, including Chief of 
Sian Uon PaaetU, a former Cali­
fornia eengreeeman.

State lawmakers also are turning 
toward Washington as a way of 
tpyiBg to help beleaguered Los 
Angeles County.

In a letter. 21 state lawmakers 
issued an “urgent plea" to Presi­
dent Clinton on Thursday, asking 
for his Inierveniion in uie county 
budget crisis.

Specifically, the lawmakers 
asked the President to help the 
county obtain $226 million of the 
health care funds denied in the past 
several years and to get back other 
fe(teral health care money that 
they sav is critical in keeping the 
county health care network up and 
worleiag.

“We know of your deep concern 
for health care and the crisis of Lo& 
Alleles." sute Senate President

*«m*snotenougliofa 
SnanettiMriitioRin 

Aranianto to allovfato 

Qe need to make doep 
" and hurtful outs. 

Washin^niacritloann 
helping us manago this 

crisis/
ZEVYADOSLAVSKY 
County supeiMaor

Pro Tern BUI Loekyer (D-Sen 
Leandro) and Sen. Tom Hayden 
(D-Sania Monica) said in the let­
ter. “We look forward to working 
with you for both an immedmu as 
well as a long-term solution.”

The county also has a law firm 
on retainer in Washington to help 
with its lobbying efforts, and many 
top county officials—including 
Health Services Director Robert C. 
Gates and Children and FamUy 
Services Director Peter Digre— 
have traveled to Washington In 
recent weeks to lobby for more 
federal aid.

"We can’t forget that [federal 
officials] also are making decisions 
and policy changes that will impact 
our ’oudget,” said Alma Maitinez, 
Molina's chief of staff.

Also Thursday, the supervisors 
took a mostly symbolic step of 
calling on department heads to join 
them in forgoing cost-of-living 
raises or to give the raises to 
charity.

But oven If they all agree, wch a 
move would save the county only 
S40.000.

Meanwhile, protests cooUnuedai 
at least seven Department of E>ub* 
lie iJocial Servicee offices.

About 900 workers admisiatar. 
ing general welfare. Aid to Fami­
lies With Dependent Children, 
Medi-Cal and food suunp money 
either called in sick or walked off 
the job during the day to protest 
about 1.800 prrsposed layoffs in the 
department that could go into af. 
feetby early August.

"The protests have been very 
disruptive.'’ said spokeswoman 
Carol Matsui, “bui we have not had 
to close any offices."



July 19, 1995

MEMORANDUM FOR THE VICE-PRESIDENT
FROM: Diana FortunaL/j^

Domestic Poli^ Council

SUBJECT: Los Angeles County Fiscal Problems

I understand that you met Los Angeles County Supervisor Gloria 
Molina at an event on Friday, and that she brought to your 
attention the county's fiscal problems, particularly related to 
Medicaid, and the potential closing of its major hospital (Los 
Angeles County-USC Medical Center). The administration has had 
continuing involvement with county officials on this issue for 
several months; this memo is intended to bring you up to date.

L.A. County has a budget deficit of approximately $1 billion for 
the fiscal year that began July 1; $650 million of this total is 
associated with the health department budget. L.A. has an 
extensive system of public hospitals and clinics. To close the 
gap, the county's administrative officer has proposed closing 
County-USC Hospital, but the five supervisors are searching for 
alternatives. Two or three of them are here this week to lobby 
for assistance. Final budget decisions will probably be made 
within two weeks.

In March, HHS denied a Medicaid claim by L.A. County for $300 
million. The claim was based on a new state-wide system designed 
to maximize reimbursement for administrative costs, and would 
have netted the county $600-800 million per year. HCFA 
disallowed the claim based on its position that these were not 
legitimate administrative costs.

Since the denial of the claim is subject to appeal and ultimately 
litigation, the administration asked the Justice Department to 
review potential litigation claims in order to see whether there 
is a way to resolve this issue without litigation. We understand 
that they are attempting to do this on an expedited basis.
Justice has had several meetings with the county and state with 
no resolution to date.

In addition, HHS attempted to identify alternative sources of 
federal assistance to the county, and has approved approximately 
$60 million in legitimate administrative costs. For several 
months, HHS told us that an increase in the clinic reimbursement 
rate would solve the county's problems, if only the Governor 
would agree to sign such legislation. However, we just learned 
that this plan does not work for technical reasons; the county is 
not happy with this development.
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Supervisor Molina is meeting with the chief of staff today at 4 
pm. I understand that at that time she may present a new 
proposal for a demonstration waiver that L.A. County believes 
would benefit them financially. I am attempting to learn more 
about this proposal.

cc: Leon Panetta
Abner Mikva 
Carol Rasco 
John Emerson




