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Hospitals back Schwarzenegger plan
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The California Hospital Association has agreed to support the governor's health care proposal, which
would force hospitals to give up 4 percent of their revenue for the cause.

The vote by the association board is a huge boost to Gov. Arnold Schwarzenegger's approach, but
businesses and doctors remain opposed as the legislative session draws to a close.

The deal is contingent on voter approval of a planned November 2008 ballot measure that would
include the guarantees that the Schwarzenegger administration, seeking to overhaul the state's
health care system with time running out in the legislative session, made to hospitals in order to get
their approval. The terms also must be approved by the federal government.

Under the deal, the fee on gross revenues from private hospitals would be permanently capped at 4
percent.

The estimated $3.4 billion generated annually by the hospital fee - $1.7 billion from hospitals
matched dollar-for-dollar by the federal Medicaid program - must be placed in a hospital trust
account separate from the state's General Fund.

The money must first be spent to raise Medi-Cal fees to hospitals to the maximum allowed under
federal law, and to increase Medi-Cal managed care payments by the same amount. Fourteen other
states currently assess hospitals similar fees to maximize Medicaid contributions. California, in
contrast, does not assess fees and receives the lowest Medicaid reimbursement rates of any state in
the nation.

"The way it works is (a) hospital would put up $100, the state uses that to get a match of a $100
and then the money is paid back to the hospital to get them to the maximum amount of
reimbursement that is allowed under federal law," Duane Dauner, chief executive of the hospital
association, told reporters in a conference call.

All remaining money must be used to expand coverage to the uninsured. The interest earned on the
fund must remain in the trust account and used solely for increasing hospital payments. Annual
cost-of-living Medi-Cal rate increases in payments must be guaranteed.

The state's current general fund expenditures to hospitals must be continued and increased annually
in addition to new money generated by the hospital fee.

There must be a guarantee that hospitals will benefit from every dollar they contribute. And the
hospital fee will sunset after five years unless it is re-enacted by the by the Legislature and the
governor.

Schwarzenegger, in a statement, applauded the association "for taking a leadership role in finding a
solution to their concerns, while meeting my goal for comprehensive reform based on shared
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responsibility...Today's vote helps carry the momentum to achieve meaningful reform this year."
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