Place on hospital letterhead

Kim Johnson
Chair, Health Care Affordability Board
2020 W. El Camino Ave.
Sacramento, CA 95833

Subject: OHCA Must Establish Thoughtful, Reasonable Enforcement Process
(Submitted via email to Megan Brubaker at ohca@hcai.ca.gov)

Dear Chair Johnson:

As the Office of Health Care Affordability (OHCA) board continues its discussion of spending target enforcement, <hospital name> must share our deep concerns about the potential process outlined to date. The bottom line is this: Exorbitant fines at the levels proposed would be simply disastrous for the patients for whom we care. OHCA must pursue a collaborative approach to enforcement that provides hospitals with a meaningful opportunity to improve spending trends. 

<Hospital name> urges the OHCA board to instead promulgate regulations that balance affordability with continued access to care by: 
· Informing hospitals how their spending growth will be assessed against the target and clarifying how payer and service mix will be considered 
· Basing the determination of a violation on multiple years of data to avoid the volatility of year-over-year spending swings; only multiyear assessment can reliably distinguish hospitals that genuinely exceeded their target 
· Standardizing the process for explaining growth above the target, as established under the statutory waiver process 
· Establishing a collaborative performance improvement process that gives hospitals a real opportunity to improve before fines are levied 
· Phasing in penalty amounts and accounting for essential circumstantial factors, like investments in patient-centered care or a hospital's financial condition

<Hospital name> is currently experiencing cost growth far in excess of the 3.5% spending target. Last year, our labor costs grew by X%, our medical supply costs grew Y%, and our drug costs grew by Z%. Facing such uncontrollable cost growth at the same time as OHCA is putting a lid on the resources we have to pay our bills is forcing challenging decisions: cut staff and services now to avoid potential penalties, or provide the care our patients need and risk fines that would wipe out what little financial cushion we have.
To adapt to the new financial environment, including the largest health care cuts in history from the One Big Beautiful Bill Act (OBBBA), we have taken the following steps:
· <Hospital name> has closed/reduces <service lines> that our community needs, but that are cost prohibitive. Patients must now travel XXX further to receive that type of care. 
· <Hospital name> has paused or canceled investments in [list community projects that are no longer possible]. 
· <Hospital name> no longer has the resources necessary to make the $X investment in our facilities to meet the state’s 2030 seismic compliance goals.
· With XX% of our labor costs falling outside of collective bargaining agreements and thus subject to OHCA’s cap, <hospital name> has cut XXXX jobs to date. 
· [Insert other examples of cost-cutting measures]

And yet, those efforts might not be enough. However, <Hospital name> has no way of knowing that, because OHCA has yet to finalize how spending will be measured, which payer and service lines will count, and what rules hospitals will be required to follow. Troublingly, OHCA has indicated that it will base its determinations on only a single year of data, which may be woefully misleading. Consider that for <hospital name>, year-over-year data show: [if possible, include data on your YOY spending volatility]. One year in isolation does not give an accurate picture of <hospital name’s> spending trends. 

Worse, OHCA has also indicated it may consider separate enforcement across every payer and service line, giving hospitals six separate ways to violate the target. For <hospital name>, that means greater investment in one area could be offset by lower spending in another — but we would still be penalized for work and conditions like: 
· Increasing access to efficient and effective outpatient treatment, which patients often prefer as they’re able to get the care they need without a hospital stay. 
· Maintaining revenue increases to keep up with costs in the face of federal funding cuts under OBBBA. 
· [Insert other examples of costs that result in meaningful improvements for patients but that would put your hospital at risk for exceeding the cap]

<Hospital name> is committed to helping patients afford the care they need. That’s why we offer [financial assistance programs, medical debt forgiveness, free clinics for certain services, free vaccination programs. If possible, quantify the number of patients who pass through these programs each year and/or the dollars those patients saved]. 

<Hospital name> also understands that affordability in the long term can’t happen without focused efforts now. That’s why we’re committed to [insert examples of investments in community-based care, value-based contracts, quality programs, programs to address social determinants of health, and other ways you’re working to drive down costs].

Penalties at the levels proposed by OHCA would threaten [hospital name’s] viability, jeopardize our patients’ health, and endanger the livelihoods of the X number of workers who rely on us. [Hospital name] is also concerned that OHCA may seek to financially penalize entities before they have had the chance to improve their spending trends based on voluntary strategies. We know our organization best, and are worried that one-size-fits-all strategies imposed from the outside would have detrimental effects on our ability to sustain access to high-quality, equitable care, as well as a stable workforce — priorities we share with the office. 

In addition to establishing a fair and collaborative enforcement process, OHCA has a statutory duty to protect health care workforce stability. It has various tools at its disposal to do this, including adjustments to the spending targets and considering labor cost growth as a justifiable reason that an entity exceeded its spending target. [Hospital name] urges OHCA to treat all health care workers equitably and ensure that neither our frontline workers nor the hospital itself are punished for wages and benefits that grow above the spending target. 

The measurement and enforcement process OHCA establishes will directly impact whether we can continue to be there for the XXXXX city/county residents who pass through our doors each year. <Hospital name> appreciates the opportunity to comment and encourages the OHCA board to incorporate these recommendations into future rulemaking. We look forward to working with the office as these rules are finalized and to collaborating on a more affordable and accessible health care system for Californians. 

Sincerely, 

Name
Title
Organization

cc: 	Members of the Health Care Affordability Board: 
Dr. Sandra Hernández 
Dr. Richard Kronick 
Ian Lewis 
Elizabeth Mitchell 
Donald B. Moulds, PhD 
Dr. Richard Pan 
Elizabeth Landsberg, Director, Department of Health Care Access and Information
Vishaal Pegany, Deputy Director, Office of Health Care Affordability
[Insert your local lawmaker(s)]


	
	
	



