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Overview of the Office of Health Care
Affordability



Office of Health Care Affordability (OHCA)

Reduce the growth of health care
spending

Promote quality, value, and
workforce stability




Statewide Spending Target Now in Effect Wi =

In April 2024, the OHCA Board approved the first statewide spending target

» Based on average annual median Performance Per Capita Spending
household income growth from Year Growth Target

2003-2022
2025 3.9/
» Includes a glide path that ramps °

the target down over time 2026 3.5%
2027 3.2%
2028 3.2%
2029 3.0%

Note: 2025 target is non-enforceable



California

OHCA’s Hospital Spending Methodology Is Far From Proven P

Association

Annual Growth in Commercial Inpatient Spending

Anonymous Hospital 86%

Untested Measurement
Approach

» Extraordinary Volatility

6%

» Incomplete Data - I

-9%

> Six distinct assessments

-22%

-39%

2019 2020 2021 2022 2023



Most Hospitals Will Miss Their Target in Any Given Year

. . Hospital Spending Growth Under OHCA's Methodology Is Extraordinarily Volatile
167 hospitals would have violateda ) ‘

0 1 1 ospitals grew ospitals grew
3.5@ spendlng.target in 2023 on 157 apitalsgrew | 67 Hospilslag
their commercial lines 60
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Dozens of hospitals had measured
spending growth greater than 50%
or less than -50%

2023 for any payer and service line G . I I I I I | I I

&
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92% of hospitals would have
violated a 3.5% spending target in 1

(=]

Below -50% Between -50% Between -25% Between -10% Between -3.5% Between 0% Between 3.5% Between 10% Between 25% Over 50%
and -25% and -10% and -3.5% and 0% and 3.5% and 10% and 25% and 50%

Note: 2023 commercial spending growth rates for combined inpatient and outpatient services derived from OHCA's Hospital Measurement Combined Dataset 2022-2023.



OHCA Seeking Exorbitant Penalties Wi ===

Proposed penalties
v’ Start in the hundreds of millions of dollars for larger hospitals

v' Exceed 3-year cumulative operating earnings for hundreds of hospitals

v Are 20x higher than the next closest state’s, and arrive 3 years faster

£ifd

A rural California hospital that A critical access hospital with less A public safety-net hospital with
disproportionately serves low- than $30m in annual revenue and an 90% of its patients covered by
income patients operating margin below -25% Medi-Cal or Medicare
receiving a receiving a receiving a

S25 million fine S4.8 million fine S86 million fine



Making a Bad Situation Worse - Lost Jobs P o

Association

? Health Care Job Losses
{ | = 3,300 shed in California in 2025

& | = 39,000 projected lost by 2029 under
Hf OHCA’s spending targets

Select Map Shape Type
(O Assembly
(@ sSenate

() Congreszsional

Source: CHA projected losses in revenue, jobs, and economic activity
by the end of 2029 resulting from OHCA’s spending targets. These
losses reflect the gap between allowable revenue growth and
projected cost growth. More information available upon request.

Impact Measure




Making a Bad Situation Worse - Service Line Closures

Labor and delivery, pediatric care, and behavioral health
are all under threat

Hospitals Reduced Their Service Offerings from 2017 to 2022

-20
-20

Newborn Care
Long-Term Care
Medical Education
Ambulatory Services
Obstetric Services
Organ Acquisition
Home Care
Chemical Dependency
Inpatient Jail Care
Blood Bank
Intensive Care
Emergency Services
Other Services
Surgery Services
Hospice Care
Psychiatric Services
Laboratory Services
Diagnostic Imaging

This chart displays the
net change in the number —
of hospitals offering each E
service category, defined as F
services that were offered
one yeat, gone the next, and
that did not return in the
subsequent year.

. -1
Over a five-year span, 3

) P Pharmacy 0
1 6 2 22::Igcoeries ] Clinic Services 0
were lost. R Diagnostic and Therapeutic
P Acute Care
ECMO

Renal Dialysis




Making a Bad Situation Worse — Hospital Closures W o=

Net Hospital Closures by State Over the Last 20 Years

Top/Bottom 10 States

California
New York
Pennsylvania
Georgia
Michigan
New Jersey
Tennessee
Illinois
Missouri
Alabama
New Mexico
Washington
Wyoming
Utah
Wisconsin
Florida
Nevada
Arizona
Colorado
Texas

-41
-39

-28

Today, 44% of hospitals are
operating at a loss

By 2029, over 80% will under
OHCA'’s targets, absent drastic
cost-cutting interventions
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Closures Source: Health Care Affordability Lab at Yale. Hospital Closures Guide. https://markets.healthcareaffordabilitylab.org/closures-explorer/usa?indicator=closure



https://markets.healthcareaffordabilitylab.org/closures-explorer/usa?indicator=closure
https://markets.healthcareaffordabilitylab.org/closures-explorer/usa?indicator=closure
https://markets.healthcareaffordabilitylab.org/closures-explorer/usa?indicator=closure

Impact on Affordability

The Target Caps Spending. It Does Not Cap Premiums.

Provider Revenues Payer Revenues
10.3% 9.0% .
OHCA spending
targets apply to
provider revenues,
2.5% 2200 payer expenditures
Statewide spending Statewide spending Covered CA Covered CA
target (2026) target (2027) Premium Increase  Premium Increase

(2026) (2027)



Protecting Access Is a Top Priority for Californians Wi e

Californians prioritize protecting access to high-quality care
when asked which statements come closer to their opinions:

Protect Quality Care Protect Access to Care

It is most important to me to have 515 S ITAPIEIEIE (0 iE 10 EWE

high-quality care at California 0 conYenlent access to nearbY
Sespltials, even 17 meens dhet 81%  hospital care and shorter wait 76%
times, even if that means hospital

hospital spending may increase ) X
spending may increase

It is most important to me to limit
hospital spending in California,
9%, even if that means fewer hospital
services in my community and
having to drive further or wait
longer to access care

It is most important to me to limit
hospital spending in California,
even if that means a reduction in
the quality of care

11%

Source: Fairbank, Maslin, Maullin, Metz & Associates (FM3) interviewed 837 California voters in the summer 2025 to understand their
views on health care affordability and access.



What’s Needed: Protect Access to High-Quality Care Wi i

Recognize the realities of care delivery within the spending targets

Create a fair and collaborative enforcement process

Promote real affordability, not just provider cuts

Take provider perspectives seriously

Be mindful of new mandates that raise costs



Hospital Perspectives



Questions? Wi =

Mark Farouk
Vice President, State Advocacy

mfarouk@calhospital.org
(916) 267-4467

Ben Johnson

Group Vice President, Financial Policy
bjohnson@calhospital.org

(916) 552-7620

Victoria Valencia

Vice President, Data Analytics
vvalencia@calhospital.org
(916) 552-7680
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