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June 18, 2026

The Honorable Akilah Weber Pierson, MD
Chair, Senate Health Committee

1020 N Street, Room 3310

Sacramento, CA 95814

SUBJECT: AB 225 (Bonta) - OPPOSE
Dear Senator Weber Pierson:

Hospital-based outpatient clinics are an essential part of California's health care delivery system. These clinics
provide primary, specialty and urgent care, chronic disease management, behavioral health, telehealth,
oncology, and other critical services close to where patients live and work. Many of these clinics serve patients
regardless of insurance coverage and provide access to care for Medi-Cal beneficiaries who often face
significant barriers to obtaining timely appointments.

Assembly Bill (AB) 225 (Bonta, D-Alameda) would prohibit hospitals from being reimbursed for off-campus
evaluation and management and assessment and management visits and all telehealth and preventative
services, regardless of where the patient or provider is located. While intended to reduce health care costs, the
bill would instead reduce the resources that support community-based care and ultimately increase costs for
patients, who would have fewer alternatives to emergency departments for care.

For these reasons, the California Hospital Association (CHA), representing nearly 400 hospitals and
health systems, opposes AB 225.

By eliminating the facility fee, AB 225 would significantly impact the way care is delivered. While a
professional fee reimburses the physician or other clinician for providing care, the facility fee helps cover the
costs of operating the clinic and providing the staff, technology, interpreter services, care coordination,
compliance activities, and other resources necessary to support patient care.

Hospital-based outpatient clinics operate under the hospital's license, and must adhere to heightened
regulatory standards within the Health and Safety Code, Title 22 regulations, and the federal Medicare
Conditions of Participation. Unlike physician offices, hospital-based outpatient clinics must comply with
extensive regulatory oversight requirements related to charity care, quality improvement, credentialing and
peer review, nursing oversight, infection prevention, emergency preparedness, patient safety, medical records,
physical environment, and life safety. In addition, they must comply with Office of Statewide Health Planning
and Development building standards that are significantly more comprehensive than those for physician
offices. Facility fee reimbursement helps hospitals meet these substantial obligations and maintain patient
access to critical services such as primary care, specialty care, behavioral health services, and telehealth in
communities throughout California.
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AB 225 would eliminate a significant source of funding that supports community-based care. If hospitals can
no longer be reimbursed for the costs of operating these services, they would be forced to reduce clinic hours,
scale back services, limit telehealth capacity, re-evaluate staffing levels, and, in some communities, close
outpatient clinics altogether. These impacts would be felt most by patients who depend on hospital-based
clinics for accessible primary care, specialty care, urgent behavioral health services, and other essential health
services. Patients would instead need to take time off work to drive to hospitals to receive care in higher cost
environments, like emergency departments. For immune-compromised patients, this could also present health
risks as they would be unnecessarily exposed to additional bacteria and viruses.

California hospitals are already operating in an extraordinarily challenging financial environment, and the risk
of losing access to care has never been greater. In the past three years alone, two California hospitals have
closed and 22 hospitals have been forced to shutter maternity units simply to remain financially viable, leaving
12 counties without maternity care. Thousands of health care workers lost their jobs in 2025 alone, and,
according to an analysis by Public Citizen more than 40 hospitals are currently at significant short-term risk of
closure. Statewide, 44% of hospitals are operating at a loss, relying on uncertain investment income to stay
afloat as hospital operating expenses exceed patient care revenues by $2.8 billion annually.

At the same time, the cost of providing care continues to rise sharply. Labor costs — the largest component of
hospital spending — have increased by 51% since 2019, more than twice the rate of general inflation. Yet AB
225 would strip approximately hundreds of millions to billions of dollars from California hospitals and health
systems statewide by eliminating a critical source of funding that supports community-based services. For
hospitals already struggling to maintain essential services and access to care, these additional losses would
accelerate service reductions, workforce cuts, and hospital and outpatient clinic closures that would further
erode access to care.

AB 225 would also risk doing the opposite of what it intends. Prohibiting a key resource that supports lower-
cost health care options would only increase health care costs for Californians, not reduce them. Hospital-
based outpatient clinics and telehealth services provide care in lower-cost settings than emergency
departments and inpatient hospital facilities. If access to these services is reduced or eliminated, patients may
delay treatment or seek care in emergency departments. This would only increase costs for patients, payers,
and the health care system and comes at a time when emergency departments are already overflowing — in
fact, Californians’ emergency department visits in 2025 were the highest on record.

In addition, AB 225 would have far broader financial implications for hospitals than the direct loss of facility
fee revenue. Reductions in hospital outpatient reimbursement would adversely affect Medi-Cal supplemental
payment programs that help support access to care for California's most vulnerable patients. Hospitals depend
on these payments, which come at no cost to the state and leverage significant federal funds, to sustain
essential services and remain financially viable. Without these funding streams, many more hospitals and
outpatient clinics would be at risk of service reductions and closure.

At a time when California hospitals are facing unprecedented financial pressures and communities are
experiencing the loss of critical services, AB 225 would move the state in the wrong direction. The bill would:
e Strip resources from hospital-based outpatient clinics that provide primary care, specialty care,

behavioral health services, and telehealth in communities across California
e Jeopardize access to care for Medi-Cal beneficiaries and other vulnerable patients
e Drive more patients into higher-cost emergency department and inpatient settings
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https://www.citizen.org/article/big-ugly-threat/

Rather than lowering health care costs, AB 225 would undermine community-based care, exacerbate hospital
financial instability, and increase costs across the health care system — all of which would force patients to
travel farther for care, wait longer to be seen, and be at greater risk for health complications.

For these reasons, CHA strongly urges your “NO” vote on AB 225.

Sincerely,
Vanesea %wga&g
Vanessa Gonzalez

Vice President, State Advocacy

cc: The Honorable Mia Bonta
The Honorable Members of the Senate Health Committee
Vince Marchand, Principal Consultant, Senate Health Committee
Joe Parra, Health Policy Consultant, Senate Republican Caucus
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