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OHCA Was Created in 2022

Reduce the growth of health care spending

Monitor and review market transactions

Promote quality, value, and workforce 
stability



Statewide Spending Target Now in Effect

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

Note: 2025 target is non-enforceable

• Based on average annual median 
household income growth from 
2003-2022

• Includes a glide path that ramps 
the target down over time



OHCA Created Hospital Sector

Sector includes 439 hospitals
• General acute care
• Acute psychiatric 
• Specialty 
• Chemical dependency recovery
• Psychiatric health facilities



Certain Hospitals Subject to Reduced Targets

Hospitals Designated as High Cost*
Community Hospital of the Monterey Peninsula
Monterey

Doctors Medical Center – Modesto
Stanislaus

Dominican Hospital
Santa Cruz

Salinas Valley Memorial Hospital
Monterey

Santa Barbara Cottage Hospital
Santa Barbara

Stanford Health Care
Santa Clara

Washington Hospital – Fremont
Alameda

1.8%
1.7% 1.7%

1.6%

3.5%

3.2% 3.2%

3.0%

2026 2027 2028 2029

Hospital Sector Targets

Hospitals Designated as High Cost Other Hospitals

*Designations could change on annual basis



OHCA Methodology for Identifying “High-Cost” Hospitals

California Hospitals (N=439)

Comparable Hospitals (N=367)

Kaiser (N=31)
Long term care (N=4)
Psychiatric Health 
Facilities (N=30)
Shriner’s Hospital (N=1)
State Hospitals (N=6)

Non-comparable 
hospitals 
excluded (N=72)

Apply measurement and 
percentile calculations

Above weighted 85th 
percentile in 3/5 
years 2018-2022 on: 

Exclusions:
< 5% gross patient revenue 
Medicare and Commercial 
(N=35) OR  30th percentile 
annual discharges (~2100 
discharges, N=111)

“High-Cost” Hospitals (N=7)

Exclusion:
Improving trends in 
consecutive 2 years 
(N=2)

AND

Data source is AFDR 
complete files

1. Commercial Net Patient 
Revenue per Adjusted 
Discharge (N=41)

2. Commercial to Medicare 
Payment to Cost Ratio 
(N=35)



Potential Opportunity to Resubmit Hospital Data 

• Spring 2025 to today: Some hospitals have identified errors 
and resubmitted revised hospital financial data to OHCA

• January 2026: OHCA Board asked staff to develop a data 
resubmission process

• March 2026: Board to discuss & potentially determine: 
• Whether to create a data resubmission process
• Uses of resubmitted data (e.g., high-cost hospital determinations)
• Applicable years for data resubmission (e.g., prior years only)
• Submission deadline 
• Considering future data submissions accurate & final



Spending Measurement



OHCA Regulates Providers’ Revenues, Payers’ Expenditures

2025 2026 2027 2028 2029

Providers

Expenditures
not regulated

Revenues
regulated

2025 2026 2027 2028 2029

Payers

Revenues
not regulated

Expenditures
regulated

G
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w
th



How OHCA Will Assess Spending Against the Targets

Inpatient NPR per CMAD*

Inpatient Net Patient 
Revenue (NPR)

Outpatient NPR

Case Mix Index adjusted 
discharges (CMADs)

Intensity-Adjusted 
Outpatient Visits

Outpatient NPR per 
Intensity Adjusted Visit*

Data Source

Numerator

Denominator

Hospital Spending 
Measure

INPATIENT OUTPATIENT

*= measures not finalized

Annual Financial Disclosure (AFDR) Reports 
& Annual Case Mix Index (CMI) Report

AFDR & Health Care Payments 
Database (HPD)



How OHCA Will Assess Spending Against the Targets



Enforcement



Enforcement Discussions Have Begun



Components of Enforcement Process

Pre-
Enforcement 

Process

Notify entities 
exceeding their 
spending target

Allow entities 
to justify their 

spending 
growth

Modify findings 
if spending 

growth justified

Report entities 
that 

unjustifiably 
exceeded target

Progressive 
Enforcement 

Process

Provide 
technical 

assistance

Compelled 
testimony 

before OHCA 
board

Impose a 
performance 
improvement 

plan (PIP)

Assess 
administrative 

penalties



Potential Enforcement Considerations

OHCA’s Current List
• Population characteristics

• High-cost patient outliers

• High-cost drugs

• Entity baseline costs

• Historical spending growth

• Impact on consumer access and 
affordability

• Investments in primary and 
preventive care

• Changes in state and federal law

• Acts of God or catastrophic 
events

CHA Recommended Additions
• Macroeconomic trends (e.g., 

inflation, tariffs, supply chain 
shocks, cost of living variation)

• Uncontrollable cost growth (e.g., 
labor, capital facility)

• Changes in insurance coverage, 
payer mix, and uncompensated 
care

• Changes in service offerings
• Payment settlements & other 

factors driving revenue volatility
• Any other reasonable cause



Key Uncertainties

• How will hospital spending be measured against the 
targets?

• How will OHCA prioritize entities for enforcement?
• What cost-cutting strategies will OHCA impose through 

enforcement?
• What will the financial penalties be?



Potential Enforcement Timeline

• Financially 
penalize 
entities that 
fail their PIP

2032

• Impose 
performance 
improvement 
plans (PIP) 

2029

• Determine 
who exceeded 
2026 spending 
target(s)

• Cease further 
enforcement 
against 
entities with 
justifiable 
excess growth

2028

• First 
enforceable 
spending 
target(s)

2026



DHCS Proposing to Enforce OHCA’s APM & Primary Care Goals

• DHCS plans to require Medi-Cal Managed Care Plans to 
meet OHCA’s Alternative Payment Model (APM) adoption 
& Primary Care spending goals

• APM adoption – members attributed to APMs:

• Primary Care spending: 
• An increase of at least 0.5%/year from 2026 onward; or
• The MCP reaches & maintains at least 15% for primary care spending (if 

spending drops below 15% à increase 0.5%/year applied)

55% 
2026

60%
 2028

65%
2030

70%
2023

75%
2034



CHA Advocacy



OHCA’s Threat to Patient Care

ØNearly $40 billion in lost 
patient care resources

Ø 39,000 lost jobs

ØNegative economic impacts 
of $67 billion



CHA Sues OHCA

Spending Targets Violate State Law
– Ignored legislative mandate to safeguard 

access, quality, equity, and workforce stability

– Developed prematurely, prejudicially, and 
based on faulty data

– Will starve hospitals of the resources to 
deliver care

Desired Outcome
– Block current hospital spending targets

– OHCA to revisit key decisions, consistent 
with state law



OHCA Advocacy

• Fair rules of enforcement
• Revisit the spending targets
• Ensure shared 

responsibility
• Protect access and quality



Contact
Ben Johnson
bjohnson@calhospital.org

Jenny Nguyen
jnguyen@calhospital.org

mailto:jnguyen@calhospital.org
mailto:jnguyen@calhospital.org
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