California
Hospital
Association

July 28, 2026

The Honorable Sabrina Cervantes

Chair, Senate Appropriations Committee
1021 O Street, Suite 7330

Sacramento, CA 95814

SUBJECT: AB 1923 (Soria) — SPONSOR

Dear Senator Cervantes:

Patient care across California is at risk. Hospitals throughout the state are struggling with
unprecedented cost growth pressures, low reimbursement from Medicare and Medi-Cal, new
legislative requirements that demand more resources for care delivery, and patients visiting with
greater unmet needs than ever before. These challenges are only exacerbated by the One Big
Beautiful Bill Act (OBBBA), which enacted the largest cuts to Medi-Cal coverage and reimbursement
in the nation’s history. State intervention is critical to mitigate a cascade of hospital closures, staff
layoffs, and service line cuts that will endanger Californians’ well-being in communities throughout
the state.

Hospitals are deeply grateful for the Legislature’s appropriation of up to $160 million across this and
last year’s budgets to provide grants to hospitals in significant distress, support that will help
hospitals keep their doors open and maintain services and staffing levels. To further protect access
to lifesaving hospital care, the California Hospital Association (CHA) — on behalf of nearly 400
hospitals and health systems — is sponsoring Assembly Bill (AB) 1923 (Soria, D-Merced), which
would ensure that existing participants in the Distressed Hospital Loan Program do not return to
financial distress.

Created in 2023 in the aftermath of the COVID-19 pandemic, the Distressed Hospital Loan Program has
proven incredibly effective. It successfully prevented closures and cuts for 15 participating hospitals and
helped one closed hospital, Madera Community Hospital, reopen its doors against significant odds.
However, these successes are undermined by looming impacts from OBBBA, including $46 billion in
federal funding cuts and unprecedented coverage losses — and loan repayment is now due.

OBBBA'’s cuts come as the hospital field is already struggling; in 2024, nearly half of the state’s hospitals
(44%) operated in the red. For the 40 hospitals with the greatest financial challenges, operating
margins averaged negative 20%. The impact on patients and communities cannot be understated: In
2025 alone, hospitals were forced to lay off nearly 3,500 workers. Dozens of hospitals have had to shutter
service lines to remain financially viable. Between 2018 and 2022, 22 hospitals closed their maternity
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units, leaving 12 counties without maternity care entirely. Another 17 hospitals stopped providing acute
psychiatric services, and 80 hospital-based medical education programs were closed.

In the face of these challenges, hospitals that participated in the original Distressed Hospital Loan
program must now repay their loans. Combined with cuts from OBBBA, these financial challenges will
send many of them back into financial distress. While there is a process to obtain loan extensions and
forgiveness, the eligibility criteria to receive loan modifications are tight and do not consider looming
impediments to financial recovery, including OBBBA’s cuts. This would create a two-tiered system
wherein hospitals that receive recently appropriated grant funding can fully use the funds to steady their
financial conditions, whereas hospitals that received the initial funding face a five-year burden of loan
repayment.

AB 1923 would address this, directing the state to forgive loans for all participants that have complied
with the program but are likely to return to financial distress due to OBBBA, the cost of servicing the
loans, and other factors. Ensuring loan forgiveness under AB 1923 would come at no cost to the
General Fund within the existing budget window — but the benefits to the patients, workers, and
communities who rely on their local hospitals would be immediate and real.

For these reasons, CHA requests your “YES” vote on AB 1923.

Sincerely,
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Mark Farouk
Vice President, State Advocacy

cc: The Honorable Esmeralda Soria
The Honorable Members of the Assembly Appropriations Committee
Allegra Kim, Principal Consultant, Assembly Appropriations Committee
Joe Shinstock, Consultant, Assembly Republican Caucus
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