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I FILE NO. 141097 ORDINANCE J. 

1 [Administrative Code- Department of Public Health Managed Care Contracts] 

2 

3 Ordinance amending the Administrative Code to authorize the Director of Health to 

4 enter into managed care contracts for the provision of services to individuals covered 

5 under federal and state programs including subsidized health coverage for low income 

6 populations. 

7 

8 

9 

10 

11 

12 

13 

NOTE: Unchanged Code text and uncodified text are in plain Aria! font. 
Additions to Codes are in single-underline italics Times New Roman font. 
Deletions to Codes are in strikethrough italics Times }few Roman font. 
Board amendment additions are in double-underlined Aria I font. 
Board amendment deletions are in stril<ethrough /\rial font. 
Asterisks (* * * *) indicate the omission of unchanged Code 
subsections or parts of tables. 

Be it ordained by the People of the City and County of San Francisco: 

14 Section 1. The Administrative Code is hereby amended by adding Section 21.44, to 

15 read as follows: 

16 SEC. 21.44. DEPARTMENT OF PUBLIC HEALTH MANAGED CARE CONTRACTS. 

17 (a) Findings. 

18 (1) The federal government and state government continue to increase the proportion of 

1 9 safety net health care services provided under a managed care model, by, among other things. 

20 transitioning Seniors and Persons with Disabilities to Medi-Cal managed care. expanding Medi-Cal 

21 managed care eligibility to individuals below 138 percent o[the federal poverty level. establishing pilot 

22 programs to transition those persons who are dually eligible for Medicare and Medicaid into managed 

23 care. and establishing state health exchanges to provide federally-subsidized health insurance for 

24 persons with incomes up to 400 percent ofthe poverty level. 

25 
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(2) The Department o[Public Health's ("DPH") mission includes the provision o[high

quality health care to all San Franciscans. including the uninsured and low-income individuals who 

access health care through federally- and state-subsidized programs. Historically, DPH has fit/filled 

its mission by providing services through a fee-for-service structure or in partnership with the San 

Francisco Health Authority. also known as the San Francisco Health Plan ("SFHP ") authorized by 

California Welfare & Institutions Code§ 14087.36, and Administrative Code Chapter 69. 

(3) Under the shift to a managed care-focused system (or delivery of health care 

services, to participate as a provider in certain programs. DP H will need to be a contracted partner 

with insurers. Otherwise. current and prospective DPH clients will not have the option ofselecting 

DPH as a provider. IfDPH cannot offer itsel[as a contracted provider. continuity o[carewill be r 

disrupted (or those who have long histories with DPH health care providers. and DPH will lose 

revenue due to reduced patient care. 

(4) Both the federal and state governments acknowledge through policy and legislative 

actions that county health care providers are expected to increase services to individuals newly eligible 

.for insurance under the Atfordable Care Act {"ACA ")(see, 42 US.C.A §18091 and 26 

US. CA. §5000A). In 2016. the federal government plans to reduce the Disproportionate Share 

Hospital program. which has been a source o[funding for safety net providers. like DPH (or many 

years. Similarly. under AB85 (June 27. 2013), the State o[Cali(ornia will recoup indigent health care 

realignment allocations. funds that formerly went to counties. In both cases. providers such as DP H 

are expected to replace those revenues by increasing enrollment o[persons who are newly eligible (or 

managed care insurance programs. 

(5) Shortly after the passage ofthe ACA. DPH entered into a year-long Integrated 

Delivery System planning process. which concluded that to remain financially viable under ACA. DPH 

must transition tram a "provider oflast resort" to become a "provider of choice" to retain clients 

newlv enrolled in insurance under the ACA. 

Supervisors Farrell; Chiu, Campos 
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1 (6) In February 2013. DPH and the Controller's Office jointly launched a Health 

2 Reform Readiness Assessment project and engaged Health Management Associates, a consulting firm 

3 specializing in healthcare. The Controller's summary report o[that effort. on file with the Clerk ofthe 

4 Board of Supervisors in File No. 141097, concluded that in order to maintain excellence in patient 

5 care and financial health. DPH should focus on increasing "the number ofinsured and covered clients. 

6 bv maximizing the current Medi-Cal expansion." and "contracts with health plans." The Health 

7 Reform Readiness Assessment also recommended that DP H increase the number ofinsured patients in 

8 its network by 3 0, 000 over the next five years. The timely ability to enter into and modify managed care 

9 contracts is critical to achieving these goals. 

10 0) In July 2013, the City convened the 41-member Universal Healthcare Council 

11 (" UHC "), engaging a wide range o(stakeholders to examine San Francisco's implementation oft he 

12 ACA. The UHC Final Report 2013, on file with the Clerk ofthe Board ofSupervisors in File No. 

13 141097. adopted guiding principles, including: a commitment to "full implementation ofthe ACA in 

14 San Francisco; " "maximizing enrollment of San Franciscans into the new insurance opportunities 

15 created by the ACA;" and sharing responsibility among all sectors ofsociety, including City 

16 government. to "reduc[e 7 the number of uninsured residents and ensur[e 7 access to care." To meet 

17 these expectations, DPH must be given the administrative tools to fully engage in implementation ofthe 

18 ACA. 

19 (8) The ACA requires the creation o(state health exchanges to provide options for 

20 insurance coverage, including for the formerly uninsured To meet this mandate, the State of California 

21 established Covered California. which provides a marketplace where individuals can purchase health 

22 insurance. Health insurers providing coverage under Covered California must offer health plans 

23 compliant with federal and state regulations under the ACA and subsequent legislation. 

24 (9) Covered California provides the key means for individuals to comply with the 

_ 25 individual mandate in the ACA. Through Healthy San Francisco and other programs. DPH has 

Supervisors Farrell; Chiu, Campos 
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1 historically provided health care for a large number o[individuals. who are now required to have 

2 health insurance under the ACA 's individual mandate. For many ofthese individuals. obtaining 

3 insurance through Covered California is the only affordable way to comply. 

4 (1 0) The only way to become a health care provider to individuals insured under 

5 Covered California is to enter into contractual arrangements with one or more ofthe state-authorized 

6 insurance providers. DP H currently serves approximately 5. 000 individuals who will be eligible for 

7 Covered California subsidized insurance in 2015. Jfthose individuals choose to enroll in insurance 

8 under Covered California. they will no longer be able to receive primary care. preventative care. 

9 specialty care. and other services (rom DP R and will be forced to move to another provider. unless 

1 0 DP H enters into contracts with those insurance companies. 

11 (I I) To participate in the new health care markets. DP H will need flexibility to enter 

12 into and modify managed care contractual arrangements. Most insurers operate with an annual open 

13 enrollment period Time between these open enrollment periods is limited and health care contracts 

14 are often negotiated and executed in a relatively short time period. Under current City procedures for 

15 approving such contracts. DP H will struggle to meet time lines expected in the industrY, which could 

16 limit its ability to retain patients and revenue. 

17 {Q) Acting under Charter section 9.118, the Board ofSupervisors authorizes the Director of 

18 Health to enter into contracts anticipated to generate over $1 million in reimbursements or revenue to 

19 the City to provide health care services at DP H facilities. including. but not limited to, primary care. 

20 specialty services. hospital services. and behavioral health services. These contracts may include fee-

21 for-service arrangements. fully capitated arrangements where DPH receives fixed monthly payments 

22 per individual and is financially responsible for managing health care costs o[its patients. or a hybrid 

23 ofthe two. The term ofsuch contracts may not exceed three years and shall be-subject to the review and 

24 approval ofthe Controller for consistency with the terms ofthis Section 21.14. The DP H annual budget 

25 
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1 shall show the revenues from the contracts as capitation rates or patient fees (collectively "Rates of 

2 Reimbursement"). 

3 

4 

5 

6 

7 
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(c) Rates o[Reimbursement for health services in contracts entered into under this Section 

21.14. shall be equal to or higher than either (1) Fee (or Service: the California Department Health 

Care Services (DHCS) published Medi-Cal fee (or service rates. which are updated monthly and posted 

J at http://tlles.medi-cal.ca.gov/pubsdoco/rates/rateshome.asp; or (2) Capitated Rates: the average o( 

II 
per-member-per month rates (or Medi-Cal managed care for Aid Codes Family and Medi-Cal 

Expansion. or successor provisions. set by DHCS as authorized by federal and state law and posted at 

http://www. dhcs. ca. gov/ dataandstatslreports/Pages/MMCDFinancialReports. aspx. For the purposes of 

determining whether the Capitation Rates in contracts are equal to. or exceed the minima specified in 

this Section 21.44. the Controller shallconsider net payments the City will receive for health services 

provided by DP H after removing administrative fees and other amounts that state law allows the San 

Francisco Health Authority or other provider to withhold 

(d) No later than January 1. 2016. and every two years. thereafter, the Controller. in 

15 coordination with DPH shall conduct an analysis ofhealth care services payment rates to ensure that 

16 the rates in the DP H contracts are within a reasonable range oft he industry standard or that of 

17 comparable helth systems, and identifY opportunities to improve contract terms. 

18 (e) The Director ofHealth shall provide quarterly reports.· commencing on September 1. 

19 2015. to the Health Commission o[the contracts approved under this Section 21.44, and the aggregate 

20 amount ofreimbursement and revenue generated. The Director ofHealth shall provide an annual 

21 report, no later than July 1, 2015, and each July first. thereafter, to the Mayor and the Board of 

22 Supervisors. indentifies the contracts approved and the aggregate amount o[reimbursement and 

23 revenue generated 

24 

25 
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1 Section 2. Effective Date. This ordinance shall become effective 30 days after 

2 enactment. Enactment occurs when the Mayor signs the ordinance, the Mayor returns the 

3 ordinance unsigned or does not sign the ordinance within ten days of receiving it, or the Board 

4 of Supervisors overrides the Mayor's veto of the ordinance. 

5 

6 

7 

8 

9 

APPROVED AS TO FORM: 
DENNIS J. HERRERA, City Attorney 

By: ~w=1rnY 

10 n:\legana\as2014\1500221\00965544.doc 
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FILE NO. 141097 

LEGISLATIVE DIGEST 

[Administrative Code - Department of Public Health Managed Care Contracts] 

Ordinance amending the Administrative Code to authorize the Director of Health to 
enter into managed care contracts for the provision of services to individuals covered 
under federal and state programs including subsidized health coverage for low income 
populations. 

Existing Law 

Charter Section 9.118 requires the Board of Supervisors to approve, by resolution, all 
contracts entered into by a department, board or commission having anticipated revenue to 
the City and County of one million dollars or more, or the modification, amendment or 
termination of any contract which when entered into had anticipated revenue of one million 
dollars or more. 

Amendments to Current Law 

Through this ordinance, the Board will delegate authority to the Director of Health to enter into 
managed care contracts where the City will be reimbursed for health care services provided at 
Department of Public Health (DPH) facilities by insurance companies and other health care 
providers. It is anticipated that these reimbursements will exceed one million dollars. 

The rates of reimbursement will be equal to or higher than either: 
(1) Fee for Service: the California Department Health Care Services (DHCS) published 

Medi-Cal fee for service rates, which are updated monthly and posted at http://files.medi- · 
cal.ca.gov/pubsdoco/rates/rateshome.asp; or 

(2) Capitated Rates: the average of per-member-per month rates for Medi-Cal 
managed care for Aid Codes Family and Medi-Cal Expansion, or successor provisions, set by 
DHCS as authorized by federal and state law and posted at 
http://www.dhcs.ca.gov/dataandstats/reports/Pages/MMCDFinanciaiReports.aspx. 

These contracts will be for a term of 3 years, or less. They will reviewed and approved by the 
Controller. Additionally, every two years, the Controller and DPH will conduct an analysis of 
health care services payment rates to ensure that the rates in the DPH contracts are within a 
reasonable range of the industry standard or that of comparable health systems, and identify 
opportunities to improve contract terms. 

The Director of Health will provide quarterly reports to the Health Commission of the contracts 
approved under this ordinance and the aggregate amount of reimbursement and revenue 
generated, and an annual report to the Mayor and the Board of Supervisors, indentifying the 
contracts approved and the aggregate amount of reimbursement and revenue generated. 
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FILE NO. 141097 

Background Information 

The federal government and state government continue to increase the proportion of safety 
net health care services provided under a managed care model. The DPH's mission includes 
providing high-quality health care to all San Franciscans, including the uninsured and low
income individuals who access health care through federally- and state-subsidized programs. 
Historically, DPH has fulfilled this mission by providing services through a fee-for-service 
structure or in partnership with the San Francisco Health Authority, also known as the San 
Francisco Health Plan, a separate governmental entity. 

Under the shift to a managed care-focused system for delivery of health care services, to 
participate as a provider .in certain programs, DPH will need to be a contracted partner with 
insurers. Otherwise, current and prospective DPH clients will not have the option of selecting 
DPH as a provider. If DPH cannot offer itself as a contracted provider, continuity of care will 
be disrupted for those who have long histories with DPH health care providers, and DPH will 
lose revenue due to reduced patient care. 

As the federal and state governments reduce previous forms of health care reimbursement to 
counties, those counties are expected to replace those revenues by the Increasing enrollment 
of persons newly eligible for managed care insurance programs. 

To participate in the new health care markets, DPH will need flexibility to enter into and modify 
managed care contractual arrangements. Most insurers operate with an annual open 
enrollment period. Time between these open enrollment periods is limited and health care 
contracts are often negotiated and executed in a relatively short time period. Under current 
City procedures for approving such contracts, DPH will struggle to meet timelines expected in 
the industry, which could limit its ability to retain patients and revenue. 

n:\legana\as2014\1500221 \00965644.doc 
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BUDGET AND FINANCE COMMITTEE MEETING NOVEMBER 5, 2014 

Department: 
Department of Public Health 

Legislative Objectives 

The proposed ordinance would amend the City's Administrative Code to add subsection 21.44, 
wherein the Board of Supervisors authorizes Department of Public Health (DPH), under City 
Charter Section 9.118(a), to negotiate and enter into managed care contracts without 
additional Board of Supervisors approval provided that such contracts are: (1) for a term of 
less than three years, (2) approved by the Controller's Office, and (3) equal to or greater than 
the reimbursement rates used by the State Medi-Cal Authority as published by the California 
Department of Health Care Services. 

Key Points 

• With the passage of the Federal Affordable Care Act (ACA), more people are enrolling for 
health insurance through either their employer or directly through the State's health 
exchange. As a result, the funding model for DPH is changing and requires that DPH focus 
more on a managed care model of service delivery, for which DPH would be reimbursed by a 
third-party insurance company. 

• Currently, there are five insurance companies that offer plans through Covered California 
and none of these plans allow the insured persons to select DPH as a health care provider. 
According to Mr. Greg Wagner, DPH Chief Financial Officer, DPH did not enter into any 
contracts with these insurance companies to be a health care provider during the 2014 
open enrollment period in part because DPH was not able to quickly move the necessary 
contracts through the City's Charter-required approval process. DPH is requesting the 
proposed ordinance to prevent such a delay for future contracts that are currently being 
negotiated. 

Fiscal Impact 

• The value of the four potential managed care contracts to be entered into by DPH cannot 
be accurately estimated at this time. However, Mr. Wagner estimates DPH would receive up 
to $30 million of new revenues per year starting in 2019. 

Policy Consideration 

• Since DPH request is based on a need that is more significant in the short-term than it may 
be in three to five years, amend the proposed ordinance to allow DPH to enter into 
managed care contracts for up to three years, or through December 31, 2017. 

Recommendations 

• Amend the proposed ordinance on page 4 lines 16-18 to read "authorizes the Director of 
Health to enter into contracts through December 31, 2017 anticipated to generate over $1 
million in reimbursements or revenue to the City". 

• Approve the proposed ordinance as amended. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE COMMITTEE MEETING NOVEMBER 5, 2014 

MANDATE STATEMENT/ BACI<GROUND 

Mandate Statement 

City Charter Section 9.118(a) states that contracts entered into by a department, board or 
commission that will generate revenue in excess of $1 million or any modification of that 
contract is subjectto Board of Supervisors approval. 

Background 

The San Francisco Department of Public Health (DPH) provides various health care services to 
people in San Francisco through the San Francisco General Hospital, Laguna Honda Hospital, 
and the primary care clinics. In order to recover costs for these services, DPH charges fees to 
individuals or to their insurance providers. 

With the passage of the Federal Affordable Care Act (ACA), more people are enrolling for health 
insurance through either their employer or directly through the State's health exchange 
(Covered California1

). As a result, the funding model for DPH is changing and requires that DPH 
focus more on a managed care model of service delivery, for which DPH would be reimbursed 
by a third-party insurance company. 

Currently, DPH has managed care contracts with two State-designated Medi-Cal managed care 
plans, including the San Francisco Health Authority and Anthem Blue Cross. Any person who has 
health insurance through these two plans, can select DPH as his or her health care provider and 
can receive health care services from DPH, with the costs of such services reimbursed to DPH by 
those two plans. 

Under the ACA, additional San Franciscans will enroll for health insurance through Covered 
California. According to Mr. Greg Wagner, DPH Chief Financial Officer, unless DPH enters into 
managed care contracts with these other non-Medi-Cal plans that offer coverage in San 
Francisco prior to the open enrollment period, which is from November 15, 2014 through 
February 15, 2015, then persons enrolling for health insurance through these other plans would 
not be able to select DPH as a health care provider. Consequently, DPH would forgo the 
revenues associated with those newly insured persons. 

Currently, there are five insurance companies2 that offer plans through Covered California and 
none of these plans allow the insured persons to select DPH as a health care provider. 
According to Mr. Wagner, DPH did not enter into any contracts with these insurance. companies 
to be a health care provider during the 2014 open enrollment period in part because DPH was 
not able to quickly move the necessary contracts through the City's Charter-required approval 
process. DPH is requesting the proposed ordinance to prevent such a delay for future contracts 
that are currently being negotiated. 

1 Covered California is the ACA-required State health exchange. People enrolling for health care can compare and 
enroll in competing State-authorized health insurance plans, through Covered California. 

2 Anthem, Blue Shield, Chinese Community Health Plan, Health Net, and Kaiser Permanente offer health plans in 
San Francisco. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE COMMITTEE MEETING NOVEMBER 5, 2014 

DETAILS OF PROPOSED LEGISLATION 

The proposed ordinance would amend the City's Administrative Code to add subsection 21.44, 
wherein the Board of Supervisors authorizes DPH, under City Charter Section 9.118(a), to 
negotiate and enter into managed care contracts without additional Board of Supervisors 
approval provided that such contracts are: (1} for a term of less than three years, (2} approved 
by the Controller's Office, and (3} equal to or greater than the reimbursement rates used by the 
State Medi-Cal Authority as published by the California Department of Health Care Services. 

According to Mr. Wagner, DPH has had discussions with four3 of the five third-party insurance 
companies that offer plans in San Francisco with the goal of being a listed health care provider 
under those plans. According to Mr. Wagner, the terms and provisions of the various contracts 
will vary based on the structures of the individual contracts (capitated rate4

, fee-for-service, or 
a combination), the term of the contracts, and the specific services to be covered or excluded 
by the contracts. 

Mr. Wagner estimates that the first managed care contracts with each of the four health care 
plans will be for a term of approximately one year so that DPH and the plans can negotiate 
more appropriate contracts that are informed by the first years' experience. However, 
according to Mr. Wagner, after a few years of experience, DPH and the plans may enter into 
two-year or three-year contracts that are annually adjusted. As noted above, the proposed 
ordinance would limit such contracts to a term not-to-exceed thre·e years. 

As noted above, the proposed ordinance would authorize the Board of Supervisors to pre
approve managed care contracts entered into by DPH and third-party insurance plans provided 
that such contracts are (1} for a term not-to-exceed three years, (2) approved by the 
Controller's office, and (3} equal to or greater than the reimbursement rates used by the State 
Medi-Cal Authority as published by the California Department of Health Care Services. 

Under the proposed ordinance, DPH is required to submit (1) quarterly updates to the Health 
Commission about these managed care contracts identifying the amount of revenues received, 
(2) annual reports to the Board of Supervisors and the Mayor, and (3} biennial analyses with the 
Controller's Office to guarantee that the rates and reimbursements are within an appropriate 
range of costs. 

FISCAL IMPACT 

According to Mr. Wagner, the value of the four potential managed care contracts to be entered 
into by DPH cannot be accurately estimated at this time. Mr. Wagner notes that the value of 
such contracts will depend on (1} the number of insured persons who select DPH as their 

3 
DPH was unable to provide the names of the four insurance companies since these discussions are confidential 
and since the details of the discussions are highly sensitive. 

4 
A capitated rate model of service assumes that the health care provider is responsible for all treatment under a 
plan and is reimbursed a flat, monthly amount per insured person. By contrast, under a fee-for-service model, 
the insurance plan sets individual rate for each service and reimburses the health care provider on per-use basis. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE COMMITTEE MEETING NOVEMBER5,2014 

health care service provider, (2) the State's reimbursement rates, (3) whether the contract is 
based on a fee-for-service model, a capitated rate model, or a combination of the two, (4) the 
length (one-, two-,·or three-years) of the contracts, and (5) the services covered or excluded by 
the individual plans. According to Mr. Wagner, the annual amount of revenues received by DPH 
are anticipated to be less initially, but will grow over time as more insured persons select DPH 
as their health care provider. Mr. Wagner estimates DPH would receive up to $30 million of 
new revenues per year starting in 2019. 

Additionally, not all persons who receive care through DPH will be covered by one of the plans 
in Covered California or will have insurance. In such situations, DPH will not recover costs from 
third-party insurers but will charge the individuals directly, or will subsidize the cost of services 

) 

through the City's General Fund. Alternatively, if DPH is not a contracted provider under a 
patient's designated managed care health plans, those patients would not be authorized to 
receive services through DPH (except for emergency services) and DPH would not be 
reimbursed for those patients. 

POLICY CONSIDERATION 

Deferring Charter-Required Approvals 

The proposed ordinance would allow DPH to enter into revenue-generating managed care 
contracts that could potentially generate significant revenues for the City without future Board 
of Supervisors approval of these contracts, as currently required under the City Charter. 

As noted above, DPH is requesting this authority to more quickly enter into managed care 
contracts in order to be an eligible health care provider under health insurance plans and 
therefore to recover costs. 

Since DPH request is based on a need that is more significant in the short-term than it may be in 
three to five years, the Budget and Legislative Analyst's Office recommends amending the 
proposed ordinance to allow DPH to enter into managed care contracts for up to three years, 
through December 31, 2017. Mr. Wagner concurs with the Budget and Legislat'ive Analyst's 
Office's recommendation. 

RECOMMENDATIONS 

1. Amend the proposed ordinance on page 4 lines 1618 to read "authorizes the Director of 
Health to enter into contracts through December 31, 2017 anticipated to generate over $1 
million in reimbursements or revenue to the City" . 

. 2. Approve the proposed ordinance as amended. 

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST 
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San Francisco Universal Healthcare Council 2013 
FINAL REPORT - EXECUTIVE SUMMARY 

On July 25, 2013, Mayor Lee asked Director of Health Barbara Garcia to reconstitute the 
Universal Healthcare Council (UHC) to engage stakeholders in a data-driven process to 
examine San Francisco's implementation of the federal Affordable Care Act (ACA) 
and its integration with the City's Health Care Security Ordinance (HCSO or Ordinance). 
The work of the original UHC, convened in February 2006, ultimately resulted in_ the 
enactment of the HCSO. The Ordinance imposes an Employer Spending Requirement, 
which requires some employers to make health care expenditures on behalf of their 
San Francisco employees, and establishes a public health benefit program that 
includes Healthy San Francisco, a health care access program for the uninsured. The 
reconstituted 41-member UHC reviewed in-depth analyses of the ACA, the HCSO, and 
the impact of these laws on individuals and employers in San Francisco. Council 
members held an open dialogue to share views and concerns, and collected 
suggestions for final submission to the Mayor in this report. 

Two key findings emerged during the UHC's deliberations: 
• The HCSO remains intact alongside the ACA. While the ACA's insurance market 

reforms remove one option for compliance with the HCSO (the medical stand
alone health reimbursement account), the Ordinance itself remains intact. This 
means that for the large majority of San Francisco employers covered by the 
HCSO, the ACA does not present hurdles to compliance with either law. 

• Potential affordability concerns remain for some. Due to the high cost of living 
and doing business in San Francisco compared to other places in the state and 
the nation, the UHC identified a number of categories of people or entities 
(particular populations of individuals, certain types of employers, and the City 
public health system) that may face affordability concerns beginning in 2014. 

The UHC did not seek consensus and, as such, a diversity of opinion is expressed in the 
30 suggestions offered by UHC members, which fall generally into the following 
categories: 

• Maintain the Current Status 
• Modify the HCSO to Mirror the ACA 
• Modify the HCSO Employer Spending Requirement 
• Modify the City Option 
• Address Carryover HRA Balances 
• Conduct Outreach & Research, 
• Other 
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San Francisco Universal Healthcare Council 2013 
FINAL REPORT 

On July 25, 2013, Mayor Lee asked Director of Health Barbara Garcia to reconstitute the 
Universal Healthcare Council (UHC) to engage stakeholders in a data-driven process to 
examine San Francisco's implementation of the federal Affordable Care Act (ACA) . 
and its integration with the Health Care Security Ordinance (HCSO). The work of the 
original UHC, convened in February 2006 by then-Mayor Newsom, ultimately resulted in 
the enactment of the HCSO, which requires employers to make health care 
expenditures on behalf of their employees and established a public health benefit 
program that includes Healthy San Francisco, a health care access program for the 
uninsured. This report details the work and recommendations of the 2013 UHC. 

THE 2013 UNIVERSAL HEALTHCARE COUNCIL 
The 2013 Universal Healthcare Council (UHC) was an inclusive group of stakeholders 
brought together to analyze, identify, and assess key issues underlying the intersection 
of the HCSO and ACA. The reconstituted 41-member UHC was co-chaired by Director 
Garcia and Dr. Sandra Hernandez, CEO of The San Francisco Foundation. The 
membership largely mirrored that of the 2006 UHC and included representation from 
the city's labor, business, health care, and government sectors. A list of 2013 UHC 

. members is included as Attachment 1. 

The UHC met five times from September to December 2013. Research support was 
provided by the City's Department of Public Health, Office of the Controller, and the 
Office of Labor Standards Enforcement. All meetings were open to the public and time 
was allotted for public comment. Complete meeting materials, including issue briefs, 
presentations, and minutes, can be accessed through the Department of Public Health 
website, at http://www.sfdph.org/dph/comupg/knowlcol/uhc/default.asp. 

UHC members reviewed in-depth analyses of the ACA. the HCSO, and their impact on 
individuals and employers. A summary of the key data examined by the UHC is 
included in Attachment 2. They held an open dialogue to share views and concerns 
and to collect suggestions. The group did not seek consensus and, as such, the array of 
suggestions offered in this report reflects a diversity of opinion. The various suggestions 
have not been tested for their legality or practicality, nor have they been evaluated for 
the extent to which they reflect the UHC's guiding principles (set out below). Rather, 
this document presents the complete list of individual UHC members' suggestions in 
order to provide the Mayor with a full accounting of the many possibilities and 
considerations generated by the UHC to inform the City's policy deliberations going 
forward. 
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UHC Guiding Principles 
The UHC unanimously adopted the following guiding principles, adapted from the 2006 
UHC and updated to reflect the charge of the 2013 UHC in the post-ACA environment. 

1. Support the Affordable Care Act -The UHC supports the ACA and is committed to 
full implementation of the ACA in San Francisco. The ACA builds on what San 
Francisco began and presents an opportunity for San Francisco to continue to lead 
the way in health care access. 

2. Maximize Enrollment into Health Insurance - Health insurance is better than 
uninsurance and the UHC is committed to maximizing enrollment of San Franciscans 
into the new insurance opportunities created by the ACA. 

3. Leverage State and Federal Funding - All available state and federal funds that 
support enrollment of San Franciscans into health insurance should be utilized and 
encouraged. 

4. Maintain Healthy San Francisco - Though Healthy San Francisco is not health 
insurance, it provides access to health care services for San Francisco's most 
vulnerable uninsured. At a minimum, Healthy San Francisco should be preserved for 
individuals who do not qualify for publicly-funded health insurance, but also should 
not be an impediment to full implementation of the ACA. 

5. Maximize Affordability - Health insurance options must be affordable for San 
Franciscans to maximize enrollment. 

6. Shared Responsibility- Fundamental to the UHC's vision and goal is the notion of 
collective responsibility. All sectors of society - individuals as well as public, private, 
and non-profit entities - must take a role in reducing the number of uninsured 
residents and ensuring access to care. Shared responsibility increases affordability 
and should continue to form the basis of creative local solutions to provide access 
to health insurance and care. 

BACKGROUND 

Health Care Security Ordinance 
The Health Care Security Ordinance (HCSO) requires employers with 20 or more total 
employees (50+ for non-profit) to make health care expenditures on behalf of covered 
employees working a minimum of 8 hours per week in San Francisco. Employers comply 
by providing health insurance, allocating funds to health reimbursement accounts 
(HRAs), or paying into the City Option. Under the City Option, the City subsidizes eligible 
employees' membership fees for Healthy San Francisco or sets up a medical 
reimbursement account, known as the City MRA. Healthy San Francisco is operated by 
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the City's Department of Public Health and provides program participants access to a 
medical home, which is a health care facility (in most cases, a clinic) through which 
participants access their medical care. To be eligible, one must be: a San Francisco 
resident, uninsured, earning less than 500% of FPL ($57,450/year), and not eligible for 
state or federally subsidized coverage. The City MRA reimburses employee account 
holders for eligible health care expenditures. 

The HCSO requires health care expenditures in an hourly dollar amount, but the 
employer controls how it makes its expenditures. Employers may use a single 
compliance strategy for all of its employees, multiple compliance strategies to cover 
different employees, or use multiple strategies to cover one employee. Each year, 
HCSO-covered employers report their compliance strategies and expenditures to the 
City's Office of Labor Standards Enforcement (OLSE). Through the HCSO's Employer 
Spending Requirement (ESRJ, employers have contributed an average of $1.2 billion for 
health expenditures to cover on average 235,000 employees each year. 1 

Since its enactment in 2007, the HCSO has served an important role in increasing 
access to health care and is a contributing factor to the declining rate of uninsurance 
in San Francisco, which dropped from 15.2% in 2009 to 13.6% in 2012.2 Healthy San 
Francisco has won national acclaim and has provided medical homes to over 116,000 
uninsured San Franciscans during the past five years. The program currently serves an 
estimated 70% of the City's uninsured population. 

The HCSO has also helped to put San Francisco ahead of the curve in implementing 
the ACA. Healthy San Francisco has provided uninsured San Franciscans regular 
access to health care services since 2007. In addition, Healthy San Francisco currently 
serves more than 70 percent of San Francisco's uninsured, who can now easily be 
contacted to tell them of the changes that are coming with Health Reform and help 
them enroll into insurance. 

Affordable Care Act 
The Affordable Care Act (ACA) was enacted in March 201 0. Over the past three years, 
local health systems and City Departments have developed implementation strategies 
to comply with the phase-in process of the federal law. Over the next two years, 
several more important reforms and provisions directly affecting San Franciscans will 
take effect. The individual mandate, which requires most individual taxpayers to carry 
health insurance for themselves and their dependents, and health insurance market 
reforms go into effect January 1st, 2014. The employer mandate, which requires 
employers with 50+ full-time employees to offer affordable health insurance to full-time 

1 
San Francisco Office of Labor Standards, Analysis of Annual Reporting Forms, 2010-2012. 

2 
United States Census Bureau, American Community Survey, 2009-2012. 
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employees, is effective January pt, 2015. To assist with these mandates, the ACA makes 
new health insurance options available through Covered California and expands 
eligibility for Medi-Cal, beginning January 1st, 2014. It also creates a health insurance 

· exchange and limited subsidies for small businesses that wish to offer health insurance. 

UHC FINDINGS ON THE INTERSECTION OF THE HCSO AND ACA 
At the intersection of the HCSO and the ACA, the UHC identified two key issues that 
have implications for individuals, employers, and the City: the compatibility of the HCSO 
with the ACA, and the affordability of health care coverage. 

HCSO Remains Intact Alongside the ACA 
Insurance market reforms under the ACA affect one market-based option for. 
compliance with the HCSO but leave the Ordinance itself intact. This means that for the 
large majority of San Francisco employers covered by the HCSO, the ACA does not 
present hurdles to compliance with either law. Eighty-eight percent of the City's 
employers meet their HCSO Employer Spending Requirement by offering insurance to 
some or all of their employees, a trend that is particularly evident among large 
employers and further incentivized under the ACA. Employers who currently pay into 
the City Option can also continue to do so unaffected, and their covered employees 
will continue to have access to Healthy San Francisco or the City MRA, which the 
employees can use to purchase individual insurance on Covered California. 

However, the ACA does make changes to the third commonly used method of HCSO 
compliance, the health reimbursement arrangement (HRA}. HRAs are accounts 
created by employers on behalf of employees to reimburse employees for their health 
care expenditures. Typically, HRAs are structured such that employer contributions 
expire and the unused funds revert to the el!'ployer. Under the HCSO, contributions are 
treated as employer health care expenditures only if the contribution remains available 
for at least 24 months from the date of the contribution or 90 days from separation. The 
HCSO also requires HRA contributions to be "reasonably calculated to benefit the 
employee" to ensure that eligible expenses are not subject to restrictions that make it 
unreasonable to believe that the employee will be able to benefit fully from the 
employer's contributions. 

HRAs have been a cost-effective way for some businesses to comply with the HCSO 
because the average employee expenditure rate is 24.6%, meaning that roughly 75 
cents of every dollar contributed to an HRA reverts to the employer. In comparison, 
dollars paid for insurance premiums and to the City Option do not revert to the 
employer. The use of HRAs to make health care expenditures (HCE} is highest among 
small businesses and those with many part-time employees. OLSE estimates that a 
minimum of 658 employers (16%} subject to the HCSO allocated funds to at least one 
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stand-alone HRA in 2012. Per the HCSO 2012 annual reporting forms, 190 employers 
(5%) used stand-alone HRAs exclusively. 

The ACA market reforms affect HRAs such that they will no longer be available as a 
complete HCSO compliance strategy for employees who work more than 20 hours per 
week. As of January 1st, 2014, the ACA requires most HRAs to be integrated with 
comprehensive, employer-sponsored health insurance plans. 3 HRAs that are not 
coupled with an insurance plan, known as stand-alone HRAs, are disallowed unless they 
reimburse only for "excepted benefits." 4 "Excepted benefits" is a term used in the 
Affordable Care Act to describe a limited number of health benefits that are 
"excepted" from some of the market reform requirements, so employers can still 
provide excepted benefits whether or not they also provide health insurance. But the 
scope of such benefits is extremely limited in comparison to the full range of health care 
benefits that stand-alone HRAs could provide prior to January 1st 2014. Because the 
excepted benefits will be so limited, OLSE has correspondingly limited the HCSO credit 
an employer receives for contributing to an excepted benefits HRA to the amount of 
the employer's spending requirement for an employee who works an average of 20 
hours per week. Contributions to stand-alone HRAs that were not limited to excepted 
benefits did not have this limit. 

This change will affect how some employers comply with the HCSO and will likely have 
financial impacts for both employers and employees. Employers who relied exclusively 
on HRAs to make health care expenditures for employees working more than 20 hours 
per week can no longer do so and will have to choose a different type of expenditure 
for any additional hours. Because providing insurance and paying into the City Option 
are more expensive than HRAs, this will create additional costs for affected businesses in 
2014. Employees will also have additional burdens, because their non-excepted 
medical expenses, including health insurance premiums, will not be eligible for 
reimbursement. 

In addition, the City has confirmed with federal officials that beginning ~anuary 1st, 
2014, individuals who have carryover balances in stand-alone HRAs that provide 

3 U.S. Departments of Treasury and Labor. IRS Notice 2013-54: Application of Market Reform and other 
Provisions of the Affordable Care Act to HRAs, Health FSAs, and Certain other Employer Healthcare 
Arrangements. September 13, 2013. 

4 Section 9832(c) of the Internal Revenue Code and its accompanying regulations contain the full list of 
excepted benefits and place some limits on how they can be offered. But only some of those excepted 
benefits also qualify as "health care seNices" under the HCSO. Those benefits are: 

dental benefits limited to treatment of the mouth; 
vision benefits limited to treatment of the eye; 
medical indemnity insurance; 
long-term, nursing home, home health, or community-based care; and 
coverage limited to a specific disease or illness. 
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reimbursements for health· care expenditures other than excepted benefits will not be 
eligible for federal subsidies on Covered California for any month they carry an HRA 
balance. Employees may still spend down their accounts, including by using it toward 
unsubsidized purchase of plans on Covered California (if the terms of the HRA allow), or 
they may permanently opt out and waive the balance in the account in order to 
qualify for a subsidy sooner. This rule affects HCSO covered emplo)'ees, who are 
guaranteed access to their HRA funds for 24 months from the date of the allocation. 
OLSE estimates that a minimum of 35,469 employees (13%) had stand-alone HRAs in 
2012, many of which will have rollover balances in 2014. These employees are likely to 
be part-time and/or low-wage employees. The carryover rule also affects employers 
who have employees with HRA balances. Under the ACA, these employers must allow 
employees to opt out of their HRAs at least once per year; and under the HCSO, these 
employers will need to use another strategy to make the required expenditures on 
behalf of employees who opt out. 

It is important to note that the non-excepted benefit stand-alone HRA issue is a 
temporary one. Employers can continue to comply with the HCSO in other ways, and 
employees become eligible for premium subsidies as soon as they spend down their 
accounts or permanently opt out. Any remaining carryover accounts will expire by 
their own terms by the end of 2015. 

Potential Affordability Concerns Remain for Some 
The cost of living and doing business in San Francisco is high compared to other places 
in the state and the nation. Health insurance can also be expensive, with small 
businesses ond part-time employees at high risk for not being able to afford coverage. 
While the ACA provides ne"0' coverage options through Medi-Cal and Covered 
California's individual and small business insurance exchanges, and offers federal 
subsidies in some cases, the high cost of living in San Francisco may keep health 
insurance out of reach for low- and middle-income individuals and families. 
Meanwhile, ACA changes to HRAs potentially increase the cost of complying with the 
HCSO for small businesses. Such affordability concerns could translate to a lack of 
coverage, which ultimately becomes a financial concern for the City. 

The UHC identified the following populations and entities as potentially facing 
affordability concerns beginning in 2014. 
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Potential Affordability Concern 

• Undocumented immigrants · 

Individuals 

• Part-time employees 
• Employees of small business 
• Families 
• Individuals with Carryover Balances .in Existing Stand-alone HRAs 
• !ndlvidual.s choOsing to -pay p~nalties_ 

• Small businesses (20-49 employees) 
Employers • Businesses relying on stand-alone HRAs 

• Businesses choosing to pay penalties 

City • Public health cdresystem 

Undocumented immigrants are ineligible to p~rchase insurance through Covered 

California and eligible only for limited Medi-Cal benefits. While low-income 
undocumented persons below age 65 will continue to have health care access 
through Healthy San Francisco or Healthy Kids, those whose income or age does not 
qualify them for these programs may not have access to affordable health care. 

Part-time employees are less likely to have offers of employer-sponsored insurance, and 
are also more likely to be low- and middle-wage earners. ACA employer provisions do· 
not extend employer-sponsored coverage to part-time workers. Employees working 8-
29 hours per week are covered by the HCSO, but those benefits may not cover the full 
cost of insurance. The ACA provides financial assistance for individuals with incomes 
between 138-400% of FPL ($15,856-$45, 960 per year) when purchasing insurance on 
Covered California. The amount of the subsidy declines sharply between 250-400% of 
FPL meaning that a person earning $45,000 pays nearly the full price of premiums, 
which may be a deterrent to buying insurance. 

Employees of small business are less likely than employees of large business to have 
insurance and are likely to pay more for premiums and deductibles than employees 
working for large businesses. Small business employees currently comprise a large 
number of enrollees in stand-alone HRAs. 

Families may face financial and coverage concerns depending on an employer
sponsored offer of coverage. The ACA considers employer-sponsored coverage as 
affordable if an employee's contribution for. self-only coverage is less than 9.5% of 
household income. However, family coverage can cost three to four times more than 
individual coverage, which could in practice be unaffordable for the family. Should a 
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family decide to decline employer coverage and purchase on Covered California, all 
family members covered under the employer's plan are barred from accessing federal 
subsidies on Covered California. 

Employees with carryover stand-alone HRA balances will be considered to have 
satisfied the individual mandate during the months they retain a balance. If otherwise 
eligible for federal tax subsidies on Covered California, these employees will lose access 
to those subsidies during the months they carry a balance. 

Individuals choosing to pay ACA penalties rather than purchase health insurance 
would remain uninsured and liable for all health related costs. 

Small businesses with 20-49 employees have difficulty financing insurance for their 
employees for various reasons, including high cost and low employee participation in 
insurance, especially if the employees are low-wage earners. A small business also may 
not have the requisite number of full-time employees or a large enough workforce to 
negotiate affordable health insurance rates. Small employers generally operate on low 
profit margins and it is unclear whether Covered California's small business exchange 
will put health insurance within their reach. 

Businesses relying on stand-alone HRAs as a mode of compliance with the HCSO 
anticipate the reversion of allocations that go unused for 24 months. These may be 
small businesses relying solely on HRAs, or larger businesses that offer HRAs to part-time 
or low-wage employees. 

Having built the HRAs into their business strategy, these businesses face an increase in 
costs to the extent that they will have to move a portion of their HCSO spending to 
insurance or the City Option. 

Businesses choosing to pay ACA penalties rather than provide health insurance would 
do so to save health insurance costs, but this may not be a cost-effective option for 
businesses that would still be required to comply with the HCSO. 

The City's public health care system, operated by the Department of Public Health 
(DPH), absorbs the cost of care for those who are uninsured and/or indigent through its 
hospitals and clinics and the Healthy San Francisco program. To recover revenue losses 
related to caring for the uninsured, DPH draws from the City's General Fund. In the last 
three years, DPH has required $248.7-336.5 million per year in General Fund support; 
these numbers reflect revenue shortfalls related to patient care only and do not include 
General Fund support for DPH's other programs and services. Currently, DPH projects 
that 49,000-53,000 San Franciscans will remain residually uninsured in 2014. A higher rate 
of insurance among San Franciscans may help to reduce DPH's revenue shortfall. 
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SUGGESTIONS OFFERED BY MEMBERS OF THE 2013 UHC 
The UHC's suggestions for the City, collected throughout the process, are listed below. 
Like ideas were combined and grouped for ease of understanding and numbered for 
ease of reference. The order in which they are presented is not a reflection of priority. 
Each suggestion stands on its own and, as the UHC process did not require members to 
reach consensus, some suggestions may directly or indirectly conflict with others. 

Maintain the Current Status 
1 . Maintain the HCSO in its current form with robust monitoring and 

enforcement. 

2. Maintain Healthy San Francisco and Healthy Kids for those left out of the 
A CA. 

Modify the HCSO to Mirror the ACA 
3. Align HCSO employer obligations with ACA employer prov1s1ons, and 

eliminate the Employer Spending Requirement for businesses with fewer than 
50 employees.s 

4. Deem large and small employers that offer full- or part-time employees ACA
compliant health insurance as compliant with the HCSO and provide a "safe 
harbor" from any financial obligations that may remain under the HCSO. 

5. For large employers that choose to pay the ACA penalty, credit the amount 
of the ACA penalty toward compliance with HCSO. 

Modify the HCSO Employer Spending Requirement 
6. Lower the health care expenditure rate (e.g., to reflect the current average 

health reimbursement account reimbursement rate of 24.6%.) 6 

7. Tether health care expenditure rates to costs on Covered California, rather 
than to the 1 0-County Survey rate. 

8. Remove requirement for employers to make health care expenditures for 
employees who decline insurance. 7 

s The HCSO requires employers with 20+ employees to make health care expenditures on behalf of 
employees working a minimum of 8 hours per week in San Francisco. The ACA requires employers with 50+ 
full-time equivalent employees to offer affordable health insurance to employees working at least 30 hours 
per week. 

6 The health care expenditure (HCE) rate is currently set to 75% (for large employers) and 50% (for small and 
medium employers) of the average contributions made by the 10 most populous California counties to 
their employees' health insurance. The 2014 rates are $1.63/hour worked per employee for businesses with 
20-99 employees, and $2.44/hour worked per employee for businesses with more than 1 00 employees. 
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9. Credit as valid health care expenditures only those funds that are irrevocably 
spent by employer. 

10. Approve a method of HCSO compliance that allows for direct reimbursement 
of employee health expenses that does not require fully irrevocable, upfront 
expenditures for small businesses and does not jeopardize employee eligibility 
for ACA subsidies, such as excepted benefit health reimbursement accounts. 

11 . Restrict the amount of funds that can be allocated to excepted benefits 
health reimbursement accounts to a level that can reasonably be spent' by 
an average employee in a year, and require employers to make remaining 
expenditures through another option. 

Modify the City Option 

Medical Reimburffiment Accounts 

12. Allow unused City medical reimbursement account funds to revert to 
employers after a certain time. 

13. Petition Covered California to accept direct payments from City medical 
reimbursement .accounts, saving employees the need to pay for premiums 
up-front. 

14. Enforce the HCSO policy that allows unclaimed City medical reimbursement 
account funds to be transferred to the Department of Public Health to help 
defray the costs of indigent care. 

He a !thy 83n Francisco 

15. Expand Healthy San Francisco eligibility to cover San Francisco residents not 
eligible for ACA coverage, including seniors without coverage, people 
exempt from the individual mandate, immigrants not eligible for publicly
subsidized coverage, individuals barred from subsidies due to the "family 
glitch," and those for whom insurance would cost more than eight percent of 
family income. 

16. Delay the disenrollment of current Healthy San Francisco participants until 
after confirming that they have enrolled through Covered California. 

7 The HCSO allows employees to waive HCEs made on their behalf only if they have employer-sponsored 
coverage, either from another employer or through a spouse's employer. Individual coverage, whether 
purchased through Covered California or through the individual market, does not qualify for a waiver. 
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Create a New City Option 
17. Create a wrap-around program funded by health care expenditures to pay 

for services not covered by Medi-Cal or Covered California plans (e.g., 
dental, vision). 

18. Create a public benefit program that pools health· care expenditures to 
support Healthy San Francisco for those ineligible for ACA coverage and to 
assist with premiums and out-of-pocket costs to assure the affordability of 
health insurance for those eligible for ACA coverage. 

Address Carryover HRA Balances 
19. Work with employers to convert carryover health reimbursement accounts to 

City medical reimbursement accounts. 

20. Work with employers to modify policies to keep carryover health 
reimbursement accounts from interfering with employee eligibility for health 
insurance subsidies on Covered California. 

21 . Work with employers to amend restricted carryover health reimbursement 
accounts to allow employees to spend down the balance to purchase 
insurance on Covered California. 

22. Do not require employers to make additional health care expenditures for 
employees who opt out of carryover health reimbursement accounts.8 

Conduct Outreach & Research 
23. Conduct an extensive outreach campaign to educate employees about the 

consequences of and options for use of carryover health reimbursement 
account balances. 

24. Disseminate educational materials highlighting the difference that City 
medical reimbursement accounts could make to the affordability of health 
insurance on Covered California. 

25. Promote the City Option to employers as a means of complying with the 
HCSO for employees for whom they do hot provide health insurance. 

26. Aggressively market availability of unused City medical reimbursement 
accounts funds to account holders, in conjunction with a campaign to help 
enroll account holders into insurance on Covered California. 

s Under HCSO regulations, if an employee opts out of the HRA and waives his/her carryover funds, the 
employer is not considered to have met its HCSO obligations and is required to make valid health care 
expenditures in the amount of the waived funds. · 
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27. Conduct further research and data analysis on affordability concerns for San 
Franciscans under the ACA. 

28. Educate the community at large about continued access to health care 
services through existing charity care and sliding fee scale programs at 
health care providers throughout the City. 

Other 
29. Continue the UHC into 2014. 

30. Indemnify employers if they face federal penalties for following City's 
guidance on HCSO. 

PUBLIC INPUT 
The following were suggestions offered by members of the public. 

1 . Small businesses that purchase insurance through the Small Business Health 
Options Program {SHOP) on Covered California should not be required to 
make the full amount of HCE for insured employees. The cost of SHOP plans is 
likely to be less than the annual HCE for a full-time employee, while providing 
comprehensive ACA-approved coverage. 

2. Create a hon-MRA HCSO compliance option specifically for small businesses. 

3. Because California law extends insurance to employees regularly working 20 
hours per week, the focus should be on solutions that provide insurance to 
employees working 20-30 hours/week. 
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Attachment 28. Insurance Status in San Francisco 
The graphs below detail the characteristics of San Franciscans wiih and without heOith 
insurance. Data reported are from the 2011 American Community Survey for the City 
and County• of San Francisco. ~ 

! 
:> 
~ 
g 
"" 

Most San Franciscans have private insurance 

T)"Pe olli!'IHttnt:• 
Ag• 

·% ol San l'lanchcaru 

lmdtfl~ 1e-:u ~$·44 6$+ 

l'riW.t.t os._rJ;.··· 7:.'1.4% ··\ . 7f.G z.•r,t 

P~bllc 26.4% 8.4':"1. l•.t%. :'>1}7:4 

Mific&Pdvcd. ~j% l.l':r. z.n:. 4~::i: 

Non• ~.~~ H\.1)1'. 11.~ o:n:. 

Most San 

employment 

10 

15 

0 

AnnuallnCQmll: 

18.1.% 

Those with 
higher incomes 
at·e more likely 

to have 
insurance 

0·24.9 25·49.!! 50·74.9 75·!l!M 1DD+ 
Oolt.m.{tnouland;) 

Those working less than full time are mnre likely to buy 

Among all San Franciscans, 13-64 yearolds, those wilD are unemploved, and those •Nho work part time have the 
highest rates of uninsurance · 

Age Emptl)'!rt'lif.111tStilt!t$ 
20 ~s 3Z~£.% zs 

~I} 
20 

i~ lS 
14A% 

20 15 
10 

15 10 

10 
:> 

$ 

li D 
0·111 lB.£4 65~ ~mpl<>)'~~ tJnomploy<)d Nolin l"bgr 

fQr<;Q 

An1ong those without insurance. the maj.oritv are empiDyed .. work part-tif..-,e, and earn less than SSO,ODO per year 
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AHachment2C. Residually Uninsured 
a) Of the -84,700 uninsured San Franciscans. -60,000 are.s.erved by Healthy San.Froncisc;:o 
(HSF) and SF PATH, which is a program that win automatically transition enrollees into flt1e9i~ 
Cal in 2014. Given historical uptake rates and experience •• with the HSF population, 
approximate~' 25,000 of curr€1nt HSF/SF PATH P(]rficipants.are expected to successfully enroll 

in ACA coverage. . •••••• .... •••·• • ••••· i <{/• i••••·••··•· > •·•·••·· > 3 
b) Using UC Berkeley's. CaiSIM model to estimate.Jnsuraoce pptake rat€1s (]mong -24,700 
uninsured persons non enrolled in HSF/SF PP,. TH•. DPH c;stimat~s. fh(]t a t()fal of -49 ,Ooo :-- 53.oo{) 
San Franciscans are likely .to remain residually. upinsured Jf1 .. 2014. The totaL.residually 
uninsured number reflects persons ineligible for ACP,. coverage, as well as those wro may be 
eligible but are unlikely to enroll for a varieht.reasoQs. 

a; Expected 
Transitions Among 
Healthy San Francisco 

{HSF)/SF PATH 
Participants: 

b. Total Residually Uninsured Estimates 

Who iseligibte for 
insurance? 

Whatarethey 
eligible for? 

Whowmenroll? 

15,500 (38'1') 
Ui1!lblo bllt hOt ~nroUcd 

· · · · fnsuranceuptcil<:e scenario Among t.lon~HsF · 

Healthy San Francisco Uninsured + 
non·Healthy San Francisco Uninsured 

: 1ota1Eii9ible f()rAcfo: . . . · 
Eligible-Expected to Enroll 

[. Eltglbie~Likely noffoEnroiF'' 
•- •' .• ;_,~. -~-·~' .}.- .. -, -n'-~·•>• •- • - ,;. ~-- .. -1.,•- •»• • 

Totallneli ible 

Residually Uninsured as% of Total Uninsured 

Residually uninsured Cis% of scm Francisco . 
, P_opulation.ciged !S::&4 .•.. c____ . 

Low 

···\llninsured,P~pulati<Hl .. 

Mid 

.58,722 
33,607 
25,1~5:'· 

High 

. .58,722 

35,362 
23;360. 

58% 

. 8.4% 
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Attachment 20. Key Employer Provisions under the Health Care Security Ordinance 
(HCSO) and the Affordable Care Act (ACA) 
The HCSO covers a broader range of employers and employees than the ACA, and does 
not require health insurance as the only mode of compliance. 

HCSO 
Employer .•. 
spending·•• 

;~~~~~j; 

• m 
T 

f f= Covered Employer HRA= Health Reimbursement Account 
HSA =He a lt:h Savi ngsAccaunt • V Covered Employee MRA= Medica! ReimbursementAccount 

• r-= 1 
!b"jj'~ 

ll+!14fiU tllot "''" M"'"'"..., 
El~tltl C0</010(0 &\lld•lwl .. ,.,.., 

· ;,;tc~t~!~~~,~~~.~~~~{c, 

"EffectiveJanuar~2014, the ACAdLsalows 
HRA.s that are not integrated with group 
he a tth insurance. 

"EffectiveJanuary2014, excepted benefit 
H RA.s w m be a!fowed under the HCSO. 
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Attachment 2E. Comparison of ACA Employer Provisions and HCSO Employer Spending 
Requirement 

Large Employer Shared Responsibility Employer Spending Requirement 
under the ACA under the HCSO 

·me;c&ve: n ' -

Date' 

Covered 
Employer 

Businesses with 50+full~time equivaler.t 
(FTE) employees 

'civered .... workin'g an ann~cl1 civera9~ of 30 

:~()!7C;' -~~o~~s7week;~_ .. 

Employer 
Responsibllily 

Penalties 

• Offeraffordableself-onlyhealth 
insurance (defined as covering at least 
60% of health costs with employee 
coniribution<9.5%of household 
income) to all covered employees 
(defined as at least 95%of FTEs) 

• Employers with 200+ employees must 
automatically enroll employees in 
health coverage. Employee may refu.se. 

• For no coverage: $2000annually/FTE 
beyond the first 30 

• For unaffordable coverage, lesser of: 
• $2,000annually/FTE beyond thefirst30; 

or 
• $J,OJOannually/employee purchasing 

subsidized coverage on Covered CA 

··Annual 
R~u~rem~nt. _ 

Enforcement 
Agency 

United States Internal Revenue Service (IRS} 

Employerswith:one employee working at least$ 
hours in SF and: . . 
• 20+ employees (medium; for-profit} 
• 50+ employees (medium, non·profit} 

1 00+ employees (large, regardless of profit 
status) 

• EmpiCJyed fo~ 90+ days; and 
• · W orkl n9. at. least 8 hot.lrs/week 1n SF 

>,"', .• ,oc~;' .,--~--,~~ .• - .•.. ··,'_'· •. •,,!-' 

Make minimum Health Care Expenditures (HCE} 
for all covered employeesvia: 
• Health insurance 
• Health reimbursement accounts 
• Payments to the City Option 
• Any combinationoftheabove, or 
• By any other means that provides health care 

or reimburses health care costs for covered 
employees 

:. \' 

For2Ql4- · .··. ' · 
··. ··•·· ~- · $1.63iho!Jrpa.id(20-99 e~pt6vee~); 

$2A4It1?ur paid(lOO+~mploy~esJ ·. • 
• Capped at 172hours"imonth percoyered. 

employee ·. '< :, •.. · •... ·•·· · ' ·., ·· 
•• .Exp~nditur~smust be rnade whn 30 days of 

·end ofe:achql.J<Jrter 

• Failureto make HCE: full compensatory 
payment to employee and $100/ 
employee/quarter 

• Failure to submit annual reporting form: 

. $500/quarter 
• Retaliation against employees: $100/ 

targeted employee/day 
• Not allowing City access to records: 

$25/employee with missing records/day 
• Failure to maintain accurate or complete 

records: $500/quarler 

San Francisco Office of Labor Standards 
Enforcement (OLSEj 
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Chart 1: Submissions by 
Employer Size 

1600 

0 

$l..200 

$1,{}00 

$800 

( 4,204 Total) 

1293 
(31%) 

Chart3: Reported Health Care 
Expeudittu·es 

($1,881. 7 Million Total) 

Chart 2: Covered Employees 
(263,674Total EmployeE-s) 

108,861 12o.ooo T-···- --····-·---------T4J.a"lo) 

Employer Size-.# of Employees•' 

In 2012:, 4,204 employers made $1.88 billion in 
health care expenditures to cover 264,674 
employees. While 49% of covered employers are 
small/medium businesses (20·99 employees), 
82:% of covered employees work for large 
businesses with more than 100 employees. 90% 
of all health care experiditures m<Jde by 
employers are for health insurance premiums. 

Page 22 



COMPUANCE STHATEGY 

, Health Insurance Only't: 
Health Insurance* + CUy 

NUMBER OF % Of 

EMPLOYERS 

2407 

TOTAL 

57.3% 

, . Pll~~0':'. , . , •.•.• , • , , .• ,·, ...• ,,,,, •• ~~~,.... . •. ?-.~;~5'? ..... , 
.Health Insurance*+ HRA 720 . 17.1%. 

!'~ > < • o,!" 1- ~ t' ~, •.,, ~- j • + +-f-~ • • "! • • I • ·• l;. ..-- •' • ( • ~ ( • >I', l +' 1\ •' • I<~ • • 'I' • 

City Option Only 143 3.4% 
· · ·"RA ·.:.~,;,· · · ·- · · · · · · · · ·. · · · · · · · · · · ·19o · · · · ·- · ·- · · · · · · 4·.5~i · · · · · · 
-~ oih~i-sir~iegy .. -·-- .. -· .. · .. · ·-- ':i54 .. -.. - ·- ·-- ·-- 3·.1%· .. -- ·-
~ ~· 1 • " I < • < r ' < t ~ , t ~ t • •· ' • • •< " ~ I I - ' t ' 4 I • , I ' 1 ~ • I ' • ' ' ' < • ~ l t - < I ' • ' - ' ' • • 1 • ' ' ' 

Total Employers 4204 100.0% 

50-99 EE> Tot<> I Humberol Empiol'ees {EEs) 

Einployers with HRAs in2012(#) 

20:49 EEl: 

336 

26.0% 

212 

:100-499 EE> 5.00+ EE:s 

22:3 225. ~ 
Employers with HRA in 2012(%) 28.5% 23.7% 

B'/ cross referencing the number of C.overed Employees 

receiving Health ln5urance with the nun1ber participating 
in HRAsi OlSEestirnates that a minimum of 658employers 
subject to the liCSO (16% of a·ll) allocated funds to atleast 
one stand-alone HRA in 2012. 

20-49 EEs 50-99 EEl:. 500+ Efs Total Uumberof Employees (EE:s) 

·&nptov~es_with HRAs (inch.ldes . . . . .. . 6.112 . : both stimcl-alorie and integrated) ' 
.6,589; 

:1.00-,199 E& 

:11,723- . 21,627 
,. < f ,~~- ! >. • 1' > •" ) I~, 1 I" • 'j ,-, -• < ' < I'-< : '. ~ l I ~ I 'I "' < ',- ; ' < ' ; I ., .,-· ;.,. 

.~ : . ' . - . - . . . . . . ' . 
1·>'<•; ··~-, •··~ < ··- 1 1·~ l ,-~ .,., '• t·•·• 1 ,.,.. I,·~-<,-~ I •'~ 1 ''"'l >''1''1 •'• \ •'•' > ' 

Number of Employees (EB) 

By. cross referencing the number of Covered Ernployees 
recei11ing Health Insurance with the number participating in 
HRAs, OLSE estimates a minimum of :35,469 HCSO covered 
employees (13% of all) had stand-alone HAAs in '2012. 

20-49 E& 50-99 EE:s Total 

Ernployees ·Receivini Citv: . ., . . . . . . , .·· . 
. . ··. Option 6ultributions . · 1;401: ... ·.. 1,092:. .. 2,874 . 14,s3s . 19,70:f -. 

I'~--,.-~~, "1 ,·~·-. .,-• ~ > I -'-..-1 > "" -, ,·,. I > • I >'• 1 I • '! >' • 1 -, "~ -, <' ~ '; -,. ,·-; > ·o ' .,~~ 'I , .. _,, "f o"• '1 ( < > ' "• '• >" > f < ·,, 1' I'' '1 I ~ \ ('k,' ''~ I ,· ,; i •'' 'I I' _,• • > '~ ' ~- t ' > • ! >'" ' •' • ! < -'"I-,·~! 1"'" -• 
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Attachment2H. Comparison of Health Reimbursement Account (HRA) and CitY Option 
Medical Reimbursement Account(Cify MRA) 
This chart represents the City's best understanding and interpretation of available federal 
guidance. It does not constitute legal advice or opinion. 

Health Reimbursement Account SF City Option Medical 
(HRA) Reimbursement Account {MRA} 

End of year funds 

iconstdei-e<i byACA to. 
'be a group~M!alth plan 

May roll over. (HCSO requires HRA funds 
to be available for24 months from the 
date of distribution. Employee may opt 
out of rollover HRAJ 

Revert to employer. (HCSO requires 
Funds atterminallon of HRA funds to be available to employees 
employment for 90days after separation from 

employment.) 

Types 
• Carryover Health Care HRAs 
• Excepted Benefit HRAs 

.coV"erag~' · ....•.•. ·•• , ... ,···•·· 
• di&qualifieslndividual for 

· pr~mi~rnsubsidlesonCov€lr~ cA · · · · ·. · · · · 
• Some'disal!6winsurcinbe 

piernJum reimbursements 
·.Excepted BenefitsHRAs: 
· •• Allowableasstond'<llone HRA 

< onlyfor excepted bene·fits [e.g., •. 

···• visiori,denfal) · •··. .. . .. . .. . 
•· Does ndqualifvasminim'um 

e~nilal coverage. ·.·· , .• 
Doesnotdis~ualifyfrom ...• 
individual for premiumsubsidies
.ort Cover-eid CA . ·· · · · 

Roll over. (City MRA funds technically 
revert to the City after 18 consecutive 
months of non-use. However, in 
practice, the funds roll over in perpetuity 
and administrativetyclosed accounts 
are reactivated at employee's request.) 

No· 

Remain available to employee 

Unrestrict~; qualifying expenses 
defined more broadly thantax-€xempt 

N/A 

• Does not quality as minimum 
essentiOI coverage 

• · May be used toward premiums for 
individual coverage on Covered c.A 

• Does not disqualify employee from. 
'.ac<:essing income-bored s'ubsidies 
on Ccivel'ed CA . ·. 
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Attachment 21. Impact of ACA Insurance Market Reforms on HCSO CompJiance Choices 

Employer Impact Employee Impact 

;, J~::~·· ~·:~~~,:':~':;~;·ro:ir'(~,ff~~~~~~9v~i~~l~t~t,ri,~t':. ,, , . ,~:~',· -., ·" 
i . . · · '''"'' ·· 'r~spo~sil:liniY~~u·i~e~entth~;:ugh · 
' HCSO ifinsurancels"affordable".forFT 

· ·{k. •· .eTplov~.::s:: .• , •... · ....• ·· .·• 
.· • •; s .. ~.·. oU e.·.m···· .... ·.PI·o. yer.roo .. ··· Y.b. e oble•t. 0 ••. 

:ffioup h'e<:lub ··· · · · IEivera9~foxcreditandESR'Io provide 
,. •ig .;.1JisUron?~·2 .: 9 ~· · · .. ··.•. ·. ', 

i .. ····• '/ •• }" :'Mrivn6i~eov6il~bleopticinfO'rsc)me 
• ·' : · ····> .P¢q~tiJn¥~mpl~·v.,;es ·. · . • ... 

i>' ;Xz.~~ :·~ :.:~a·····vn?t5e···sufficie·i:lltarneeHSR 
~:<: ;; •. ·~.:·· ~; • ":(a~ favored ·;~, · · 

·, h9 ;;;x •· ; .... ·. ~~';; (~~~mi'I.Jmpo~me~tS. ~y.be irrevo~able 
t , L~:·~.-~~~:i:, ~::i~' :·~:-_::·.>_:· 

HRA 

• Employer must al.so offer health 
insurance unless employee is covered 
by spouse's in~urance or HRA only 
covers excepted benefits 

• Excepted benefitsHRAmoy stand 
aloi".e 

• Must be '"reasonably calculated to 
benefit employee" 

• Tax favored 
• Unused funds may be returned to 

employer after 24months. 

· Nod-lange td ernployer 
• Does11'tsatisfysHC1redresponsibiliiy 

· piovisionsunder ACA for ~~p!oyeri 
requiredtooffergroup health 

·lnsDrarice 

• .Employer-sponsored ~~a lth ir,surance 
. -~" ~iJ(be ·mbre wldeJY~~qiJablet'o , 
· · · ·• <:lm~l.;vees •· ·• 
• Willsatisfyindividualmorid<Jte 
• Jvi(J~ meet'ACA definition of , . . 

Offordabilitywifhout b'eing affordable ·· 

• 2013 carryover balances are 
considered minimum essential 
coverage 

• Unrestricted carryover HRA funds may 
be used to buy unsubsidized insurance 
on Covered CA 

• Eligible for subsidies month after spend 
down or permanent opt out · 

• Excepted BenefitsHRA providesonly 
limited benefits to employee 

• NeitherHSFnor MRAisminimum 
essential cayeroge 

• Does ·not satisfy individualmo ndate 
• Does. not disqualifyfrbm premium 

subsidies 
• MRA canbe used to purchas:e; 

insurance onCovered CA 
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~CSO l:mployer Minimum Health Cat~ E~pettditutes 
{perCoverecfEmployee per Year) 

40 

:l<,m ~n St.ll~ U~.ut $1l,OU nl.l•f Sl1,~!>) $1~5!~ m,111 

t""""ff t""'r«> P<t Yr<t .JI !f """""""'Ill'!< I!J 

Using 2014 expenditure rates, a person 
employed full-time in San Fr·andsco can expect 

between $3,300 and $5,000 in annual health 
care expenditures from his/her employer, 
depending on employer size. 

Depending on wages and work schedule .• lo•.v- and 
middle-income persons are eligible for no cost Medi
Cal or for federally subsidized coverage on Covered 
CA. 

A\'mge AnnualWorkerl>rem!um Conlrlbtrtions and 'total Prtmiull'i~ fot Covered Wothrs.,Single and 
Faml1yCG~rage.byFltmSite,2(1t3 Family coverage can cost two to 

II All Slll~ll Flml$ t3•199 W~rlttts> 
lilA II ~rge Fl!ti\11 (:WO ~r H~r:e Worken} 

Worbrta~lrlbutlon• 

• Esti<n3tes ore >1a.1iltirally rli1fef!Mt b<!tw;;en All ~.all Firm~ and· All large Rrm> fp·:.CIS]. 
SOliRCE; ~al~(!f/H~ETS;•rv~y Ql Emph;.;'tf.Spom.ored H:eillth Semfits, Zl.llJ. 

thr,.ee times more than single 
coverage. For out-of-pocket costs, 
participants in employer-sponsored 

insurance face average annua I 
deductibles of $1,107/year for 
individuals and $1700-$4,000/year 
for families. Other out-of-pocket 
costs, such as co-pays and co-
insurance vary wide!)• by the type of 
pliln. 
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Cost of Plan Premiums on Covered CA 
by Household Size and Income 

"Child maybee[g1b!eforMed1-Calfor incomesupto 250% of FPL. 

At incomes below 250% of !=PL, the 
combination of premi-um assistance 
tax credits and cost-sharing subsidies 
significantly reduces enr-ollee cosh. 

*"Thesubsi~ inthlscasels higher atthehlgher income because it now includes the 
subsi~forthe child, whowaselfgib!efor Medi-Ca[ at lovler fncomes. 

Percent of Amnual Premiums Subsidized by lneoine l.evel .. 

·~Urte h-!;J;d oo rr.,•u.imUr. i.!lkth•Jb.lt"JI'!n:!-11 fJ::.; (ti:diht"'..d ~(' oH«Yif"'sl !:D~1 ~~;w, in r•lcll 
1itt,1¥ ~ t;.{:~~-JN:tfd >Jrt rr~t.~Cf.lt~;!ftit. Olt:·ill~~,,~U"J)\jJ 4ft rq. ;J{(I)IJ(JJ~i('f. 
)\11..:<-'. ;.n('Vown f01 ltw Sll',-erpbn, ~ov.tkh ¥.h;-~~..t1ldi~ Jrdt"':he-rtd. 

r 
1 
'0 
!. 
-~ 

~ 
§ 
"" i 
i 
g 
1l 
E 
l 
~ 

''" 
'"' 
'"" 
~ 

"" 
~!I; 

l!ol 

Annual Premiums as,; af Annual Income 

-l~.~ Jl..WQ l-f,OQO :1'1~ •5-.~ S-;".000 ?Q.Qt» 
ru,.,;rttl IUL.,,f'!l 1""~'"1 ll .. M>tl [.,.,.,,., I'~""Hil r,om:r11.1 

,l"""llO<om<l~J 

... "C,<t-Lt:.t;.J.·~~-n'.,unn,m•,~~·..!l.W.,r.nWf_ ~ll"* ~rrtil. ,ln~r.d•'.l:' r:! bww.l ~~q vt¥·.c"l 
)~hll~r !Q;-- ~ ~~·~1 ~-~mf r.ll\l;h>:\-'1'!"1n.itft fki1M ·~,.-1~"'."1 rrfl«l JJ"l<"',tw!r.r»;o;o tl
r.tl~'d;.ntl;:;dt; Wl·(l1-p:x(f1f-17',I\.U'r;n}l ln;k;~. 

As household income surpasses 250% of FPL_, the amount of the subsidy declines sharply and cost-sharing 
assistance is no longer available (left graph). Effectively, this means that persons earning near 4oo·%of FPL are 
likely to pay a higher percent -oft heir annual income toward premiums than persons earning more or less than 
400% of FPL (right graph). Below 400% of FPL, subsidies reduce cost, and above 400% nf FPL, the cost is 
mitigated by higher inwme~. 
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200+ Workers 

50-199 Workers 

25-49 Workers 

10-24 Workers 

0% 

Percentage of Firms Offering Health Benefits~ 
by Firm Si:ze-j 2013 

i 

I 
I 

-----~---~-~-~--~-!-----~-·h- . -·· --~1 

20% 40% 60% 80% 100% 

The larger an employer is,, 
the more likely it is to 

offer healih insurance to 
its employees. 

SOURCE: Ka jser/HRETSuntey of Emp!oyer-Sponsored Health Benefits2013 

Importance to Nonofferlng f:irms When Consldering 
Whether to Offer fnsurance 

Costs less than today 

Costs will ris~ mor11 slowly 

Sick employee wouldn't 
increase premiums 

More health pf:tn chokes 

Compardeatures online 

20 40 
Per~11nt 

Data: Commeonw~alth fund/NOR( 201 ~ SUNC")' of Small Employ~rs. 

so 100 

Sour<~Adoptw from J. R. Gnh<!l, J.l'kkroign, ~L Whitmwe m ~I., ')mat! [m~~r P<mp<?(:ti\'0'$ ond•~ Alford./lble 
Cor~ Acrs l'mmiwns. SHOP hch.-n9e~. ~nd S~1Hnsur~rn:.,; Hrolrh Alfalrs Web First. pubtish"d on lin" Oct. t 6. £013. 

Small businesses cite cost as the most in<portant consideration in offering insunmce. 
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EKhibit3.3 
Among Workers in Frrms Offering Health Benefits, Percentage of 
Workers Eligible for Health Benefits Offered byThetr Firm, by Firm 
Characteristics~ 1013 

i,.OCO\'( ~ ... n"'·{Mn ,.ft.~ f 'f+:V>'!.(" ~t'JI!.;, 

~~"'i- ~t..~,...~-{J."1'i ~l<-Xt .. 'if,., •)of l~~ ... 

i~.,~·P'•fl~i11;~li~W~~*"'J 
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~~~ l~ ~~'W~P!tlo.<'l' .lf:~!,.l)i>ftJI.df"' 

~(h'•t~ f(:;(.\)T-1;-fj~ 

P,.~!i"<: 

r'lv:ft.-f' f-tN·fQf·Pr-c<tu. 

74'1< 

6ft£§ 
'-::::::::::::::::::::::::::::71~ I ns 

~ f~litn..iii~M-II'!J.t d..ith~lf'(&.!l~~h!:~fM!~.lrih i.itl':lf<r ~Iilii u~ fp...MI
~l!t{{. t.J:!ktMJ:;[T 'Su1'Wl' ~ [frlfJ1i:f\t"tf-$WlV~triflk.-!lh-~·n,1NJ. 

Eliglbility, TaJoo...Up Rate, and Coverage In firms otrertng Health Beneftts by Firm Size, 2013 

Fewer employees are eligible for 
health benefits at firms that have 
high proportions (35% or more) of 
low-wage workers.. part-time 
'''orkers, and younger wo1·kers. The 
discrepan.cy is most evident when 
considering part-time employees: at 
businesses that have more than 35% 
part-time wn rkers, only 52% Df 

emplnyees are eligible for insurance . 
.con1pared t<J Bil% at businesses with 
fewer part-time WDfkers. 

II 

AltiHJ ugh more emplayees are 
eligible for insurance at businesses 
with fewer than 49 employees, the 
perrent of employees participating 
in the pian is higher at firms with 
more than "19 employees. This is a 
reflectian of higher costs for 

•.H.SW{lt~.lil!$ insura nee in the small business 
market. 

% WQrkers £1fgl~le Fqr £mployer• 
llff~r~d Health llenl'fils 

% Vlg~te \Vartl1"i Wb!l 
l'arlf(rpat~lnEmployer>' rlaJI 

% \Varleri Clwet~ ~V Their 
Ernplo~r$' H~alth llen~ftl!i 

I 2 S·49 Worfo;tf$ 

t Sll-19!1 Workers 

' 200+ Worktrs 
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DPH Direct Patient Costs FY 2010-11 to FY: 2012-13 ~ ~, ~~ , 
~ t ,:-~ ':; 

! .. . . FY2010-ll($) . FY2011-12($). FY2012-13($) f 
~~~,,,,..,;._~~""~•·~--.~-~.;~;~'"'-~-~~·~~~-M~~--~*-~·"'"'''''~''•"''"''-' • •. ~,,,_,,,;,;,."_'~--:.,..;_:_,:_.,,,,_,,.,,~,_~.""'~~~"~'~~~~-··'-'~•••·""'"'';,,,,,[ 
1 Expenses 1,382,649,481 1,482,827,765 1,596,688,969 l 
j Revenues l ,096,922,204 • 1 ,234,11 6,532 ·.; 1,260,184,512 
1------~--~~~~----~--~~~~----

L~~-~~~po_rt -.. ~~····u·"""''""-=~:~7~~:7~---····""-"'"""~···- -~~-~!-~1,233 3:~~=~~.:~~ ~ .... l 
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CITY SERVICES AUDITOR 

The City Services Auditor (CSA) was created in the Office of the Controller through an 
amendment to the Charter of the City and County of San Francisco (City) that was approved 
by voters in November 2003. Under Appendix F to the Charter, CSA has broad authority to: 

o Report on the level and effectiveness of San Francisco's public services and 
benchmark the City to other public agencies and jurisdictions. 

D Conduct financial and performance audits of city departments, contractors, and 
functions to assess efficiency and effectiveness of processes and services. 

D Operate a whistleblower hotline and website and investigate reports of waste, fraud, 
and abuse of city resources. 

o Ensure the financial integrity and improve the overall performance and efficiency of 
city government. 

Project Team: Peg Stevenson, Director 

415-554-7500 

Michael Wylie, Project Manager 

Michelle Schurig; Performance Analyst 

Jennifer Tsuda, Performance Analyst 

City Hall • 1 Dr. Carlton B. Goodlett Place • Room 316 • San Francisco CA 94102-4694 FAX 415-554-7466 
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SJmmary of Health Reform Readiness 

Health 03re Reform OVerview 

The mission of DA-l is to protect and promote the health of all Sm Franciscans. In O::tober 2013, 
DA-l re-organized its healthcare delivery system into the am Franclsoo Health Network ("the 
Network") as a step toward achieving the goal of a fully integrated delivery system. The Network 
must rover more people, improve quality, and rein in costs. in order to remain a competitive 
provider in the new environment outlined below. 

0 Federal Health 03re Reform: ACA requires individuals have insurance, provides additional 
options to obtain coverage, and changes reimbursement mechanisms. 

o aate Implementation of the ACA: The roll-out of the state's insurance exchange, OJvered 
Cllifornia, provides the new options, and expansion of Medi-031 increases revenues. This is 
coupled with reductions in historical state and federal payments that support the safety net. 

o Local Implementation of the ACA: The aty passed a health care aocess rolution four years 
before the ACA. called the Health 03re Sla.lrity O"dinance (HCSJ), which requires employers 
to make health care expenditures on behalf of their employees and established a program for 
the uninsured. The intersection of \he HCSJwith ACA continues to be investigated by the 
aty, DPH, and engaged stakeholders. 

DA-llmplementation & the HMA Blgagement 

Building on a two-year planning effort, DA-l engaged HMA, a firm with experience in public 
health delivery systems. to assist in integrating its service delivery system and to: 

o Frepare DA-lto effectively compete for clients as the environment changes and financial 
reimbursement moves from fee-for-service toward capitation (fixed monthly payment) 

o Transform DA-l's delivery system and its corresponding support systems in order to become a 
"provider of choice," going beyond being" provider of last rerort" 

Key Netwo~k Cllallenges 

o Provide timely aocess to care now that there are provisions ensuring clients have a right to 
care within a rearonable time 

o 03pitation which creates a greater incentive to reduce unnecessary use of high cost care and 
to invest in prevention and care management 

o Competition since more providers are interested in the same clients as DA-l and traditional 
clients will have more choice 

Copies of the full report may be obtained at: 

Recommendations 

The report groups recommendations 
into three topic areas: 

1. Patient 03re Aocess and Quality 
Improvement: Achieve quality 
patient care and efficient service 
delivery through improved aocess. 
capacity, coordination, and client 
flow 

2. Managed 03re: Develop and manage 
a new managed care network 
through focus on operational 
aorountability, utilization, and new 
contracts 

3. Rnanclal SJstainabi\ity: arive for 
financial susta\nability through 
exploitation of financial opportunities 
and key cost management efforts 

Additional supplemental 
recommendations include: 

o Investments: Oinic, HR. and IT 
infrastructure investments required 
to implement the above 
recommendations 

0 Partnerships: arategic partnerships 
and collaborations required in the 
new healthcare environment to 
achieve the above recommendations 

Sle the summary of all strategies and 
key milestones on next page 

Controller's Office • City Hall, Room 316 • 1 Dr. Carlton B. Goodlett Place • San Francisco, CA 94102 • 415.554.7500 
or on the Internet at http://www. sfgov. orglcontro!ler 



.. Highlighted Accomplishments 

oO:Jmbined direct services under 
thes=Health Network 
("Network") 

oa-eated a plan to ensure Network 
dient care is accessible and 
ooordinated 

Dldentified the Network's "vision" to 
oontinuousiy increase quality 
and value of services to dients, 
staff, and partners 

DD-eated an Office of Managed Olre 

oCeveloped detailed labor and 
productivity reporting tools to 
improve expense tracking at 
s= General Hospital (s=GH) 

DR9duoed the amount oftimefor 
state reimbursement at laguna 
Honda Hospital (ll-lH) 

DHired key Network leadership 
oBegan hiring process 

improvements 

DEilaiuated the Ucs= physician 
group partnership in light of 
health reform 

Dldentified oommunity partners 
DBlgaged key stakeholders on the 

Network's structure, vision, plans 
OBegan strategizing with the s= 

Health Plan in light of reform 

Key Strategies 

Dlncrease primary care aooess and capacity 
(e.g., centralized call center, increased 
productivity) 

oEstablish a central care management 
database to identify high-risk dients 

DTrack unneoessery or inappropriate 
· utili:zation of health services 

DR:linforce the plans and vision statement for 
the new Network through internal and 
external education with staff and partners 

oaaffthe new Office of Managed Olre 
OS91ectappropriate metrics to manage risk 

and increasea=untability 

Dlncrease managed care revenue and 
oontinue to seek new state and federal 
funding 

Dlmproveoost management through 
improved oontract management and 
expense tracking and analysis 

Dlncrease staffing flexibility and oontinue to 
rerolve hiring barriers 

oCevelop a strategic short and long term 
information technology and financing plan 

Dlnvest in dinic facilities to help the Network 
become a provider of choice 

oarengthen and manage partnerships to 
improve quality, increase revenue, and 
manage oosts (e.g., s= Health Plan, O:Jvered 
Cl\ health plans, ucs=; labor) 

DO:Jntinue to engage and inform key 
stakeholders (e.g., s= Oinic O:Jnsortium, 
state leaders, local leaders, business) 
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Barbara Garcia 
Director of Health 

CITY AND COUNTY OF SAN FRANCISCO 

OFFICE OF THE CONTROLLER 

Department of Public Health, City and County of San Francisco 
101 Grove Street, Room 308 
San Francisco, CA 94102 

Dear Ms. Barbara Garcia: 

Ben Rosenfield 
Controller 

Monique Zmuda 
Deputy Controller 

The Controller's Office is pleased to provide this summary of recent planning and steps needed to prepare for 
federal health care reform. Our office contributed by supporting DPH's engagement of a health care consulting 
firm, Health Management Associates (HMA), and provided contract monitoring and other assistance during the 
process. 

This report aims to summarize key highlights and recommendations from the consultant engagement and 
related work occurring in 2013. This is not a comprehensive list of all HMA activities and products but our 
office's attempt to provide the major results to city policymakers and the public, placed in context of the new 
healthcare environment and DPH's achievements already underway. 

The report organizes the many recommendations and strategies into three broad topic areas, listed below. 
From a citywide perspective, some of the key takeaways of the work are: 

1. Patient Care Access and Quality Improvement. For DPH ·and its current network of direct health 
services to sustain itself in the new healthcare environment, it must ·implement numerous critical 
strategies and changes to transform into a "provider of choice" for its clients, going beyond "provider of 
last resort." Key changes include: 
D Increasing primary clinic and ambulatory care access, capacity, and productivity 

D Improving patient care quality and resulting client satisfaction 
D Continued integration of services and improved coordination of care 

n Increasing patient flow through DPH's institutions, including reduced length of stays and 
unreimbursed patient days 

2. Managed Care. The provisions of the Affordable Care Act (ACA) have altered the operating 
environment for healthcare especially for public systems. To sustain DPH's network of services in the 
era of managed care and capitated payments for our insured clients, the system must attain a high level 
of accountability and success regarding quality, utilization, and cost management. Key changes 
include: 

D Implementing a Managed Care Office to provide needed focus on performance reporting, 
efficiency, and new contracts with health plans in the state insurance exchange ("Covered 
California") 

D Implementation of network-wide metrics and accountabilities 

415-554-7500 City Hall• 1 Dr. Carlton B. Goodlett Place • Room 316 • San Francisco CA 94102-4694 FAX 415·554-7466 



3. Financial Sustainability. As a result of this engagement, the City has a revised five-year projection of 
the City's health system clients, costs, and revenues. The new ACA environment introduces a higher 
level of revenue uncertainty. Assuming DPH's current level of service without increases in enrollment or 
capitated revenue, the financial outlook is not sustainable, with the City's general fund contribution 
projected to increase to $831 million by FY18-19. Some of the strategies to achieve financial stability 
include: 
o Increasing the number of insured and covered clients, by maximizing the current Medi-Cal 

expansion, contracts with health plans, and other enrollment efforts 

o Actively pursuing targeted opportunities for additional state and federal funding 
o Better controlling spending through improved cost center tracking, as well as new reporting and 

shared financial incentives in the UCSF contract 

We have greatly valued the opportunity to work with DPH staff on this project. The department and its partners 
continue to show a high level of professionalism and commitment to protecting and promoting the health of all 
San Franciscans. We specifically appreciate the collaboration and support from Colleen Chawla, Greg Wagner, 
Roland Pickens, Tangerine Brigham, Lindsey Angelats, and all Action Team members. Lastly, we acknowledge 
your vital leadership as director, in proactively addressing the dramatic change coming in health care and 
leading the agency to thrive in the challenging environment ahead. 

cc: Mayor's Office 
Board of Supervisors 
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INTRODUCTION 

Purpose 

The evolving healthcare operating environment increases the number of insured individuals and changes the 
payers of health care serviCEs. A'ior to the implementation of the 
Affordable Care Pd. (N:A), there were 84,000 uninsured S:m R'anciscans. 
However, the implementation of the N:Aon J:muary 1, 2014, provided 
56,000 of these individuals with access to health insuranCE.1 The challenge 
for DA-l is that the newly. insured can choose to elect private and non
profit providers for their health care. At. the same time, reimbursement 
for serviCEs is moving aNay from fee-for-service and toward capitation; 
meaning instead of receiving reimbursement for every serviCE provided or 
"fee-for-service", systems are reimbursed a set amount per member per 
month or" capitation". These factors bring about a major change for 
county health care systems because they must move from being a 

To adapt to the new 
healthcare environment, 

DR-I like many public 
health systems is being 

challenged to beoome the 
provider of choice, not the 

provider of last rerort. 

"provider of last resort" to a" provider of choice'' to compete with other providers for dients and revenue. 

The purpose of this report is to educate and provide engaged stakeholders and city policymakers.with a 
summary of the 2013 consultant engagement between the Department of F\Jblic Health (DA-1) and Health 
Management Pssociates (HMA). This report highlights the resulting recommendations and strategies for the 
Oty and County of S:m R'ancisoo (Oty) to achieve a fully integrated delivery system and to suooeed under the 
Affordable Care Pd. (ACA). The organization of this report aims to inform readers of the major environmental 
healthcare factors as well as key DA-l operational milestones identified . .Addressing the external environmental 
issues and timely meeting implementation milestones will significantly impact CA-l's fiscal sustainability and 
ability to continue to provide high quality care within the community safety net. 

Background 

The mission of DPH is to protect and promote the health of all S:m R'anciscans. To achieve this, DPH must adapt 
to the changing healthcare operating environment brought about by the ACA., which represents the most 
significant social policy change in a generation. The ACA requires individuals have insurance and provides 
additional options to obtain coverage. The Sate of California implemented the ACAand continues to support 
the Ar:P(s goals through the implementation of the state's health insurance exchange, Covered California 
(Covered Ct>.), and the expansion of the state's Medicaid program, Medi-Cal. A1 the local level, the Oty and 
County of S:m R'ancisoo (aty) passed an innovative, local solution four years before the ACt\ was enacted called 
the Health Care ~rity O'dinance (I-ICSJ), which required employers to make health care expenditures on 
behalf of their employees and established a public health benefit program that induded Healthy 83n Francisoo 
(Hs=), a health care aOCESS program for the uninsured. 

11here will &ill be a significant number of residually uninsured 8311 R'andscans for two rearons: (1) due to the ACI\ provisions, there will 
be individuals ineligible for coverage (e.g., undocumented, etc.) and (2) there will ba individuals who are eligible but do not enroll. 
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DA-ls' goals align with the intent of the policies enacted at the federal, state, and local levels to: oover more 
people, improve quality, and rein in oosts. Internally, DPH has undergone a three-year transformation to adapt 
to this new healthcare landscape by reorganizing, revamping business prooesses, implementing new 
technologies, hiring and retraining staff, and more efficiently serving new and existing dients. HMA was hired in 
February 2013 to assist DPH in this effort; additional information about HMAis in .Appendix I. 

New Healthcare Environment 

Federal Level: The Affordable Care Act 

Federal health reform or the Affordable 03re Pd. (ACA), passed in 2010, has two primary oomponents (1) it 
requires individuals have health insurance (the" individual mandate") and (2) it provides additional options to 
obtain health insurance. Many of the major provisions went into effect on .Bnuary 1, 2014.2 

Individual Mandate. The Individual Slared A:lsponsibility provision of theACA(aka Individual Mandate), requires 
most U.S residents to obtain health insurance that meets minimum essential coverage (MEG) guidelines for 
themselves and their dependents, per federal income tax guidelines or pay a penalty, beginning in 2014. There 
are some exceptions to the mandate, such as undorumented individuals, the incarcerated, and those 
experiencing hardship, among other exceptions, but most U.S residents will be subject to the mandate. 
A:lnalties for not oomplying with individual mandate are $95 or one percent of inoome in 2014 and will increase 
incrementally on an annual basis, to $695 or 2.5 percent of inoome in 2016. 

,Additional Health Insurance Q:>tions. The seoond component of the ACA provides additional options to obtain 
qualified health insurance in three ways. 3 

1. S:ate Implemented A:lforms: The Ac:Aexpands public insurance for low income citizens through the 
Medicaid program, called Medi-cal in california, and creates an online insurance marketplace where 
individuals can oompare and buy insurance; these provisions are further described in the section below. 

2. Bnployer Incentives & Penalties: The Ac:Adoes not explicitly mandate that employers offer their employees 
acceptable health insurance. However, it does provide tax benefits for small businesses that offer affordable 
insurance and imposes penalties on certain" large employers'' that do not offer affordable insurance. 

3. Market A:lforms: The final way in which health reform is making health insurance more accessible, is 
through health insurance marketplace reforms. Examples of these new health insurer standards are below. 

D Coverage of essential benefits for small group and individual plans 
o Blsures that all plans offer a baseline of benefits 
o Blables oomparisons across plans 
D Glarantees issue and renewal or prohibits insurers from refusing to renew a policy because of the 

·amount of health care services used in the previous year · 
D. Biminates pre-existing oondition exdusions 
D Extends dependent ooverage up to age 26 
D Biminates oost-sharing for prevention 

2 Additional information regarding the Affordable Care Ad and its provisions can be found on the IRSwebste. 
3

" Qualified" health insurance is insurance that meats the minimum essential coverage (M B::) outlined in the ACA. and on the IRSwebste. 
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State Level: Medi-Cal Expansion & Covered California 

The S:ate of 031ifornia now has two expanded options for health insurance: Medi-cal and Covered ca.. 4 Rgure 1 
shows, by income, how Medi-031 and Covered CA. expand health insurance coverage. 

Figure 1: Post-ACA Expanded Eligibility for Health Insurance . 
ltl lit lltlflltllt,.lltllt-'tl ._lltlllll.tltlll• tl II •• ••••••• •• ••• •lltlltllttlllt II lit II llttl ••• ••••••i••• ol II lit lit lit t1 I lit II lit. • Ill •••• tltlllt llttl lit ••" •• ••• lltlltlltllt•ll ll11t """ tlllttl 1111ttl ll«ll lit lit II II •• 

O:lvered CA takes over where 
Medi-Oll stops. Individuals 

with inromes up to 400%of 
federal poverty level, or $47k 
for an individual and $79k for 
a family of three, are eligible 
for siding s::ale subsdies for 

insurance purdlased through 
O:lvered CA Individuals with 

inromes above 400%of 
poverty can purdlare 

insurance through O:lvered CA 
without a subsdy. 

$46,680/individuei 
$79, 160/family of 3 

No cost 

Children Adults 

Medi-Oll is available for the 
lowest inrome and for 
dlildren up to $49k for a 
family of three Now adults 
are eligible at $16k for an 
individual or $27k for a family 
ofthree. 

$16, 105/individua 
$27,31 0/family of 3 

·······························································~····················· Souroe: Dopartment ofPublicHealth. 

Medi-cal B<pansion. A'eviously, single healthy low-income adults were not eligible for Medi-cal, yet this 
population comprises a significant portion oft he uninsured. 5 On .Bnuary 1, 2014, adults aged 18-64 with 
incomes below 138%of the federal poverty level (FR.), which is about $16,1 05 for a single person, became 
eligible for Medi-031, named the" Medi-0:11 B<pansion" population. Existing and new Medi-cal dientswill enroll 
into one of the two S:m Ffancisco managed care plans-Anthem Blue Qoss or the San R"andsco Health Ran 
(s=HP). Although more individuals are eligible, enrollment is not automatic. A'ior to expansion, approximately 
1.3 million O:ilifornianswere already eligible for Medi-cal but did not enroll. 
Individuals can apply for Medi-0:11 any time during the year, but joint 
enrollment efforts between DPH and the Human SarviresPgmcy (HSII.) will be 
key to successful implementation of Medi-0:11 expansion at the local level. 

Covered california. The second option for health insuranre is the state 1-ealth 
lnsuranre Exchange created by the Ar::A, called Covered O:ilifornia (Covered CA.), 
an online market pi are where individuals can purchase health insuranre. 
Individuals who have incomes that are above Medi-cal eligibility and small 
businesses can purchase insuranre on the exchange. More than five million 
O:ilifornians are eligible for Covered ca.. Plans are standardized so that they are 

As of ..Bnuary 1, 2014, 
approximately 14,000 
individuals have been 
transtioned from the 

low inrome health plan 
(UHF1 to Medi-031. 

4 California is one of 26 states that chose to expand Medicaid in 2014 and one of only 17 states that chose to operate a state-based 
health insurance exchange marketplace in 2014.1<airer Family Foundation, Elate Dedsonson Heeith Insurance Marketplaces and the 
Medicaid 6<panson. 
5 Medi-Cal was previou9y only for low-income individuals who are children, In families, over age 65, or disabled. 
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easily compared aa-oss insurers. There are four tiers from lowest to highest monthly premiums based on the 
actuarial value of the plan6

- bronze, silver, gold, and platinum. There are sliding s:ale subsidies available to low 
in rome individuals up to 400 percent FR.. OJrrently, there are five plans approved for S:m Fi"andsro: Anthem 
Blue O'oss, Blue Slield, Olinese OJmmunity Health Flan, HealthNet, and Kaiser. Uke many insurance offerings, 
enr'ollment can only occur in a spedfied period- October to March for the initial open enrollment, and October 
to December annually thereafter. 

Local Level: Health Care Security Ordinance 

JlJ. the local level, the S:m Fi"andsro Health 03re S=lourity Ordinance (HCSJ) was passed unanimously by the 
Board of SJpervisors in l.liy 2006, four years before federal health reform, and codified as Olapter 14 of the l:Bn 
Fi"andsro Administrative OJde. The two main romponents are: the Healthy S:m Fi"andsro program and the 
8nployer ~ending R:lquirement. 

Healthy l:an Fi"andsro. A health access program- called "Healthy l:an Fi"andsro" (Hs:)- created by the DFI-l. Hs= 
will still be available to those who need it, but insurance through OJvered CA. or Medi-031 is better for dients as 
it provides access to affordable medical care when and where needed, rovers routine care that prevents illness 
and improves health, and protects families from high rosts in the event of major injury or illness. 

8nployer ~ending R:lquirement. An 8nployer ~ending Rlquirement (eF), which mandates that employers 
subject to the HCSJ "make required health care expenditures to or on behalf of their covered employees each 
quarter." 7 The aty's Office of Labor S:andards Blforcement (OlE) enforres the B:Rand annually collects 
employer data regarding romplianre with the health care expenditure requirement. 

On J.Jiy 25, 2013, the Mayor asked the Director of Health to reronstitute the Universal Healthcare OJundl to 
engage stakeholders in a data-driven proress to examine the intersection of the ACI\and HCSJ. 8 Two findings 
emerged: the HCSJ to remain intact alongside the ACI\ and potential affordability roncerns remain for rome. 

DPH Preparedness 

DA-l is focused on transitioning the uninsured to health insuranre by (1) exiting or redudng DA-l health roverage 
programs (S: PATH and Hs= enrollees), (2) providing outreach to spedfic, vulnerable, but eligible populations 
(i.e., homeless, public housing residents, jail inmates, etc.), and (3) growing partnerships with community-based 
organizations and dty departments. The Network must transition to berome a provider of choice and achieve 
the following goals to remain a rompetitive provider of care in the new healthcare environment: (1) rover more 
people, (2) improve quality of care, and (3) rein in rosts. 

Rgure 2 provides the new integrated delivery system's vision. For additional information on the development of 
this structure and the new DA-l organizational structure, please refer to Appendix I. 

6 Actuarial values are estimates of how much the insuranoe plan will pay of an average pers::m'smedical expenses. California Healthcare 
Foundation, "Health Feform in Translation: Vvhat isActuarial Value?' August 2013. 
7 The HCS:> is oodified in Cl'lapter 14 of the S3n Francisoo Administrative Code, and is available via the HCSJwebste: 
www.sfgov.org/ olse/ hcso. . 
8 More information regarding the Universal Healthcare Council (UHq can be found at 
http://www.sfdph.org/ dph/ comupg/knowlool/ uhd default.asp. 
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Figure 2: DPH's IDS Vision ..................... ··-· .. -~· ..................... """"" ........................... " .......................... -... " ............. . 
POPULATION HEAllll The Network (s=HN provides direct health care services to insured or 

covered dients whose care is managed through the Network, from 
primary to acute to long term care. 

i:$ll!if§fit.:J,-1t:fjlifMJi!'MJ•:•i"lnll!,ll~ indude servires for those 
dients outside of the Network but still in the safety-net, for example, 
undocumented immigrants and homeless' transient populations. Includes 
community behavioral health and trauma services. 

Population health aims to improve the health of the entire population 
through environmental health, disease control, assessment, and housing. 

······•········•···········•••·••·······••·····•·•········•·••·•·········•··••·•··••· Source: Department ofPublic Health. 

Report Organization 

This report aims to provide engaged stakeholders and city policymakers with the major recommendations and 
strategies that resulted from the HMAengagement. Implementation of these recommendations and strategies 
will ensure that DA-l is prepared to address the challenges of the new healthcare environment. The report is 
organized around three topic areas below. EaCh chapter begins with the predicted impact of ACA and ind udes 
key strategies to achieve the recommendations. 

o 01apter 1: Patient O:!re Acoess and Improvement 
o Goal: Achieve Q.Jality Patient care and B'ficient 83rvire D:llivery, through improved acoess, capacity, 

coordination, and flow 
o 01apter 2: Managed care 

o Goal: Development and Management of the Network, through focus on operational accountability 
and utilization 

o 01apter 3: Rnancial SJstainability 
o Goal: S:rive for Rnancial 8..Jstainability, through exploitation of financial opportunities and key cost 

management efforts in theACAenvironment 

Further background information and additional areas of HMAanalysis are induded in the .Append ires. 

o .Appendix 1: IDS History, HMA Engagement, and Action Teams 
o Provides a brief history of the IDSdevelopment, HMAengagement, and key achievements to date 

o .Appendix II: Investments 
o Provid~ additional details on the investments required in dinic, HR, and IT infrastructure to 

implement the changes described in 01apters 1 through 3 
o Appendix Ill: Partnerships 

o Provides additional information on the strategic partnerships and collaborations required in the new 
healthcare environment 
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CHAPTER 1: PATIENT CARE ACCESS AND QUALITY 

IMPROVEMENT 

Background 

The Affordable Care M (ACA) strives to make health care 
more affordable, increase the quality of patient care, and 
make service delivery more efficient. For example, to increase 
access to preventive care, the ACA provides new funding to 
state Medicaid programs that choose to cover preventive 
services for patients at little or no cost. In addition, to increase 
quality of care, a new provision by the ACA., effective in 
J:muary 2015, will tie physician payments to the quality of care 
provided. 

f:>s a result of recent health reform readiness efforts by the 
Sm R"ancisco Health Network (referred to as "the Network'' in 
this report), and recommendations resulting from the Health 
Management f:>ssociates(HMA) engagement, the Network 
began and continues to implement several strategies to 
achieve higher quality patient-centered care and more 
efficient service delivery aimed to. increase access to care, 
improve care coordination, and improve patient flow. 

Access to Care 

The new healthcare environment creates additional demand 
for high quality, efficient care since individuals are required to 
have health insurance and will now have a broader choice in 
their providers. Internally at DFH this means the Network 
must effectively compete with other providers and transform 
into a provider of choice rather than a provider of last resort 
through increasing access to care. This can be achieved by: 

o better integrating and coordinating services, 
o improving quality of care, 
o increasing their capacity for providing care, and 
o improving the dient experience by decreasing wait 

times, increasing efficiency, and improving customer 
service. 

DFH continues to expand its efforts to improve access to care, 
these indude the addition of a nurse advice line, 

• Developed Patient -Centered 
Medical Home (PCMH] work 
pl;m 

• Reorganized into the 
Network 

• Established Transitions unit 
• Developed an inpatient flow 

dashboard 
• Began SFGH-LHH integration 

discussions 

Access to Care 
l.Fully implement PCMH model 
2.lncrease primary care capacity 
Care Coordination 
3. Implement a risk stratification tool 
4. Centralize utilization management 
5. Establish a care management 

database 
Patient Flow 
6. Reduce lower level of care days 

(LLOC) & out-of-network referrals 
(OON}. 

7. Operationalize the Inpatient flow 
dashboard 

8. Integrate SFGH and LHH functions 
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improvements in scheduling appointments, the use of nurse practitioners to improve team acress and continuity 
of care, and the integration of behavioral health and primary care. However, there is significant additional work 
to be done to improve aa::ess to care. 

Strategy 1: Fully Implement the Patient-Centered Medical Home (PCMH) Model of Care 

The Network's commitment to the implementation 
of the Patient-03ntered Medical Home (FUIIIH) 
model of care aligns with the goal to improve aa::ess 
to care. This model, as described to the right, 
provides patient-centered, comprehensive, team
based, coordinated, and aa::essible care forused on 
quality and safety. FUv1 H also emphasizes an 
integrated approach to care. DPH continues to · 
implement integrated care in its dini<:s, inducting 
staffing primary care dinicswith behavioral health 
staff (Behaviorists and Behaviorist Assistants). 

HM~ conducted assessments of three hospital-based 
primary care health renters, four community health 
renters, and one behavioral health renter. In 
addition, HMA analyzed data on dients, payers, staff, 

; :· ) /" ,',,. ,;. , .. - ·,· ;d~ • ~ ·, 

; '?~·~·:·:t 'i): 
~~~~~~~~~~~ 

·:.:'; (~}Hi~ roOd ~~~~t~'Mijl¥y~r~brii~· ··.' 
'?Hlef!tal'hea!th ... an .• eseer:i ~n ihe !laine day for 
·. 7.': bo~gf~~ir,~e]~~6r~l~~Jt~-~~qp~y~·~h~lth_,, : 
. : n~S:Ai; ~RP?sB<jtb .a &)lsteliTl \,yhid,)'iSfragr:nentedl . \ 

· · ·ancti~~O:;o~di~~~~ · · · · , <sr~~~~~ O:lordin<ited. •;: : 
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· .P~~ventatiy~ app;o~t0'03"~;tbrougqinte9ratecl_ .. 
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· •·•··· . < · : cXJmrtiuniCaiic:lfi,; : • ..• /~,'~ :·,o::;·~::{~~·> ,··•,;,, :; ' ';l-_, '•,: \ '-,: 'c:,-,-:·.;):~·;"i:·( ",:\:,;,: : '.', 

and providers. HMAalso performed site assessments and interviews with rentral primary care leaders in 
administration, medicine, nursing, behavioral health, care management, and finanre. HMA used this 
quantitative and qualitative analysis to make findings and recommendations to fully implement the FUIIIH 
Model of Care within the Network.· 

!<By recommendations: 

o Oearly define the role of Behaviorist and Behaviorist Assistants through the standardization of job 
descriptions, core competencies, and performanre evaluation. 

o R:lview billing practires, inducting the charge master and encounter forms, for behavioral health servires 
within FUIIIH. A"ovide ongoing training to ensure the capture of all available revenue utilizing the work 
completed by the R3venue Ganeration Committee to inform this effort. 

o ldentify and empower on-site supervisors of Behaviorists and Behaviorist Assistants to support and ensure 
accountability of all FUIIIH team members in integrated care. 

o Utilize lessons learned from behavioral health integration in primary care to inform future integration· 
efforts. 
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In the medium and long term, the Network will 
continue to work toward achieving the FOvlH model 
via the strategies listed throughout Olapter 1. DPH is 
also in the process of piloting four health homes as 
an additional longer term strategy towards achieving 
the FOvlH Model of care. A description of health 
homes is to the right. DPH intends to submit a state 
plan amendment (s:'A) for federal funding by the 
centers for Medicare & Medicaid S3rvices (av1S) to 
support this effort. To date, the Network has 
implemented one health home and plans to 
implement three more by the end of 2014. These 
four pilot health homes will foa.Js on client 
populations with serious and persistent mental 
health conditions. 

Strategy 2: Increase Primary Care Capacity 

Page 18 

Another critical component to ensure timely aoc:ess to care is the availability and efficiency of scheduling 
primary care visit appointments available to new and returning clients. HMA identified several priority areas for 
increasing primary care capacity: 

D Meet panel si2e and productivity targets 
D Implement a call center 
D Implement nurse orientation clinics and chronic disease visits 
o Increase capacity for specialty care 
o Hire qualified staff to fill all vacant primary care provider positions 

Srategy 2A Meet Panel Sze and Productivity Targets 

The Network developed and utili2BS a robust methodology for 
predicting the number of future visits. However, until recently, the 
Network's primary care clinics did not set panel size targets. 
Determining primary care panel size targets is a complicated 
process that must take into account several variables including the 
number of visits per client per year, the number of provider visits 
per day, and the number of provider days per ye,ar. The challenge 
is to estimate the optimal panel si2e to effectively care for a client 
population. A panel si2e that is too large can result in service 
delays and interruptions in care, whereas a panel that is too small 
can be unsustainable since there are not enough clients to support 
the Network. 

.:'· ·~-- ~:·~-~ .. >- :' ~ ~.~: ;. <~ -, ' .·. --·< 1 ::-" ~ ' ',··' :- • ' 

2',~ oetiniri¢} ~rielsZ.S>,, .·· 

.~~~.~~~~i~t~eny~b·~.~fiHi~i9~~···•: 
G patie~tsun~er tne careof a specjfic ' 
:f~:ii:frp~c!e,~ c~:9\Pr~~tiartA1v \· •... 
:\ 'appropriate panelsieisnecE"&:;ary·,•·· 

•·· 't~~¢ctrv~y~;m,ag9·pf"imar/qlre 
i: wo(kloaiisa)ld optiinize)?apenC 
'"''; ..... : .·~ •.•.. aaii5stoaire:"' ; 
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HMAassisted the Network in conducting a provider full time equivalent (FTE) staffing analysis to develop 
sustainable targets. The results of the analyses indicated the primary care system must retain the rurrent client 



Summary ofHealth Reform Readiness Page 19 

population of 54,000. Vl/hile primary care provider FTEs are adequate, the addition of patients with romplex 
health issues may strain capacity. And, although staffing ratios 
are near-adequate, some redistribution is needed. \/\lith an 
average panel size of 826 patients per REin October 2013, 
the Network set a target panel size goal of 1350 patients per 
RE fls of December 2013, the panel size targets were 
implemented at the Network's primary care dinics for primary 
care providers and reports are being sent to the S3n R"andsro 
Health Plan (s=HP) monthly to improve aroountability. 

HMAevaluated rurrent visit productivity levels. CJrrently it is 
estimated that providers have a rurrent visit productivity level 
of 1.5 visits per hour. This is far beneath national standards. 
HMA recommends! hat the Network ina-ease visit 
productivity levels by 50 percent from the October 2013 
calrulated level of 1.5 visits per hour to 2.25 per hour. To· 
achieve this, HMA rerommends incorporating the no show 
rate into the scheduling system. 

S:rategy 28: Implement a centralized CBII center 

The Network aims to achieve a panel 
size target of 1350 patients per FTE 
Omently, the Natworl< s panel size is 

826 patients per FTE 

The Network's targat provider 
productivity rate is 2.5 patient visits 

per hour. Thisisa 50 percent 
increase in provider productivity 

from the rurrent rate of 1.5 patient 
visits per hour. 

Planning for a centralized call center is underway at the Network. fls identified during the HMAengagement, 
the Network's primary care dinics need an improved phone system by which dients can request and schedule 
appointments. The reasons for implementing a centralized call center are to: 

D Improve telephone response for appointments and ensure timely acoess to care 
o Help roordinate the appropriate use of healthcare providers and facilities 
D R3dure emergency room and urgent care visits 
D R3duce no-show rate 
o Increase rustomer satisfaction srores; by providing excellent rustomer service and ina-easing loyalty, 

the Network can maintain and grow the market share of its primary care members9 

Snre December 2013 a subrontractor was hired to provide expert technical assistance in call renter design and 
product purchase. To date the Network has rompleted a preliminary return on investment analysis for call 
center options and begun to determine the factors that will impact staffing (e.g., call duration, number of calls, 
etc.). ' 

The Network is rurrently evaluating the feasibility of implementing an internal or externally-hosted call center 
aa-oss 16 outpatient dinics. Depending on the results of this evaluation and departmental priorities, the 
Network goal is to develop a dear call center plan by late 2014. 

9 DF+l Ffimary Olre a.~stomer satisfa:::tion has historically been very low with the Cl\HPSOinician & Group 9.lrvey soor~of 35 percent, 
sgnificantly below the National Rlsearch Corporation average rating of 62.6 percent. S::>urce: Ffesentation by the s=DA-1 Centralized Call 
Olnter Workgroup, January 30, 201'\. 
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S:rategy 2C Implement Nurse Orientation Oinics and 01ronic03re Visits 

Long patient wait times can negatively impact the dient 
experience and challenge effective access to care. In December 
2013, the Network began implementing nurse orientation dinics 
(c::JC) with the goal of eliminating wait lists. To date, the Network 
standardized the CCscheduling template and routinely scheduled 
CX:S at all Network primary care dinics. 

Another strategy to increase access to care is chronic care visits 
for individuals with chronic illnesses. Olronic care management is 
a major focus of the ACA. and an essential benefit. In many ways, 
chronic care management is dependent on a dient' s ability to 
manage their own condition and to know when to seek help from 
their primary care provider. Managing a chronic disease is 
dependent on adient motivation to adhere to medication, engage 
in physical activity, eat healthfully, and manage stress. As part of 

Nurse orientation dinics (OCs) 
provide an individual with a health 
care s::reening, an opportunity to 
dis:uss information about their 

primary care appointment, and a 
s:heduled visit with their primary 

Page 20 

care provider. Effective 
implementation of OCscan reduce 

the work load of primary care 
providers. 

the HMAengagement, the Network developed a standard set of nurse competencies in self-management 
support and tools. Nurses received training tailored to these competencies. Olronic disease visits are essentially 
group visits by registered nurses and pharmacists to help patients better control their disease and provide a safe 
environment for dients to ask questions and express concerns. To date, the Network has implemented chronic 
disease visits at one s=t?H dinic and three Network primary care dinics. The goal is continue ongoing 
development for chronic disease visits with pilots through 2014, and Network-wide implementation in 2015. 

S:rategy 20: Increase capacity for ~ecialty S3rvices 

To ensure ad~uate access to specialty services, the Network must assess staff and space requirements in light 
of demand for specialty care services. Major specialty services indude cardiology, dermatology, endocrinology, 
gastroenterology, hematology, nephrology, oncology, pulmonary, and rheumatology. As a result of the HMA 
engagement, the Network accomplished the following. 

o Identified units requiring additional space and/ or staff to meet necessary standards 
o Identified key ambulatory procedures to reduce wait times to target 

o Confirmed operational standards and prepared business plans for staff expansion 
o Developed and implemented discharge criteria in an additional two to four priority specialty dinics 

For 2014, the Network is working to establish sufficient specialty capacity and aim to achieve these milestones. 

D Blsure that 60 percent of specialists have a wait time of less than 45 calendar days; 20 percent have 45-
60 days; and only 20 percent have more than 60 days 

·· o Identify specialty capacity at laguna 1-bnda Hospital (LHH) 
D Develop a system to anticipate and backfill absences 

o Begin collecting patient satisfaction data for all specialty dinics 
D Develop accountability mechanisms for specialty care with Ua:F 
o Identify targets for increased specialty care capacity and implement plan 
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S:rategy 2E: Make Necessary OinicPadlity Investments 

To further increase access to care, HMA recommended expanding dinicfadlity spaoo to accommodate team
based care and to ensure that providers have a minimum of two exam rooms for dinical sessions with dients. 

HMAconducted an environmental assessment that indicated the need for investment and improvements in 
dinic fadlities to attract and retain patients. S:aff suggested improving health oonter aesthetics by increasing the 
size of waiting rooms, increasing privacy in reception areas, adding new furniture in waiting rooms, applying 
fresh paint, and other improvements. 

Care Coordination 

B'fective care coordination ensures quality patient care and effident service delivery. care coordination aims to 

fadlitatebenefidal,effident, safe and high quality . _ ::>. -,, ... , .J''·', •:•. . ·':.;·:· 
dient experiences, prevent avoidable health care
related costs, and improve the health, functional 
status, wellness, and soda! outcomes for Network 
dients. As a result of the HMAengagement, the 
Transitions Division, formally O::>mmunity 
Aaooment, was created and is responsible for the 
movement and coordination of patients between 
health care providers and settings as their 
condition and care needs change. An example of 
care coordination is illustrated to the right. 

Strategy 3: Implement a Risk Stratification 
Tool 

Rsk stratification can enhance care coordination. It 
is used to identify and predict which dients are at 
high risk or likely to be at high risk and enables the 
care team to prioritize the management of their 
care in order to prevent worse outcomes. 10 

Globally assessing and understanding dient risk is 
necessary for the Network to more effidently identify high cost dients and better manage the entire Network 
population. A risk stratification tool will enable the Network to achieve the following: 

o Develop a systematic proooss for identifying and predicting patient risk levels relating to health care 
needs, services, and coordination 

10 On a technical level, risk stratification is a periodic and systematic assessment utilizing det~able criteria and characteristicsassodated 
with an increased chance of experiendng unwanted outcomes. By identifying factors before the oocurrence of an event, it is pcs9ble to 
pers:malizeadient'scare plan and develop targeted interventionsto mitigate their impact. S:lurce: American Academy of Family 
Alysdans, http://biUy/1fWxfg6. 
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o Utilize algorithms involving registries, payer data, physician/ provider judgment/input, and patient· self
assessments and experiences to assess each ciient's health risk status to develop an individualized care 
plan 

o Identify those at the highest risk or likely to be at high-risk and prioritizing the management of their care 
to prevent poor health outcomes 

o Maximize use of limited time and resources to prioritize needs of their patient population 

To conduct appropriate risk adjustment for ciients, the Network researched various algorithms for risk 
stratification. \1\/hile the Network identifies the appropriate risk stratification tool, the Transitions team is 
currently using the C1lordinated Case Management ~stem (a:MS), a compilation of several health and social 
service databases, to identify high users of multiple systems (HUMS) and high users of single systems (HUSS) to 
prioritize high risk clients in need of care coordination.11 

Strategy 4: Centralize Utilization Management 

Utilization Management (UM) is the ability to ensure that health care services are medically appropriate, 
necessary, and aligned with clinical best practices. This is a key component to effective care coordination. M 
s=G-1, utilization management reviews are performed to ensure a client is receiving clinically appropriate care 
for their needs using the lnterQual Q-iteria for .Adult and A3diatrics. The Network Utilization Management 
C1lmmittee (s=HN-UMq has now been created to monitor utilization throughout the Network. 

The DA-l-HMA Care C1lordination Action Team identified the utilization management indicators to collect across 
the Network and aooompanying quality improvement processes. In the long term, Network analysts will track 
data metrics and assemble standardized reports related to utilization, outcome measures, and quality. Rease 
see 01apter 2 for additional information regarding the development of Network Performance Metrics. 

Strategy 5: Establish a Care Management Database 

The term care management and care coordination are often used interchangeably. M the Network, the care 
manager improves care coordination by providing direct care management to clients with a combination of 
health, functional, and social challenges. The goal of effective care management is to improve clients' health, 
while at the same time, reduce the need for expensive health care services. To achieve this, however, current 
and aoourate aooess to client information is necessary. 

HMA conducted an assessment of the Network's information technology (11) and information systems (IS). 
IMlile there are many information systems used within the Network to view client clinical data, most systems 
operate in isolation from one another. This negatively impacts client care processes and limits the amount of 
financial and utilization data available for quality and efficiency purposes. These data are essential for a 
managed care environment. 

During the HMAengagement, the Network identified the following systems that oontain key information for 
care ooordination. R"imary care is in the process of implementing eOinical Works (eON). IDIV has some 
reporting capabilities, but the Network is determining the best strategy for enhancing its reporting capabilities 

11 Vvlthin the HUMS population, the top one percent of users of urgent/emergent services comprises about 25 percent of the costs. The 
top five percent comprises over 50 percent of the costs. SJurce: Department of Public Health. 
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further so that it can readily produoo actionable data for care ooordination. Additional information regarding the 
Network's information tedmology and the factors that must be taken into oonsideration as the Network begins 
to plan for a single electronic health reoord (8-1~ is in Appendix II. 

Figure 3: Steps Toward a Single Electronic Health Record System ............................................................................ "' ............................................ . 

Long Term 

The Network's Information &stems 

o Coordinated Case Management ::Ystem (CXJvl~ M 
integrated electronic charting, reporting, and 
rommunication tool for teams working with vulnerable 
adult served across multiple systems of care. 

o s= Get Care A countywide, integrated web-based 
information system focused on older and disabled adults 

o Ufe lime Oinical ReCord (LCR) M B-!Rutilized by 
various partners, induding local hospitals, the 83n 
Francism Community Oinics Q:msortium (s=<XX::J, the 
Department of Housing, and the rounty jail system. 

o eOinicaiWorks (eON) A unified electronic medical· 
rerordsand practice management system for Ambulatory 
83rvices being implemented in Community and Hospital
based A-imary Care and Epedalty Oinics 

o Avatar The behavioral health electronic rerord system. 
o MobileMD® M outsouroed health information 

exchange for health systems, hospitals, physicians, labs 
and ancillary healthcare providers with seoure messaging, 
analytic solutions, and an electronic medical rerord 
system to physician practices. Q:mnects healthcare 
providersand patients through seouredinical and patient 
portals. 

••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
Source: Department ofPublicHealth, Care Coordination Action Team Final Report. 

Client Flow 

An important aspect to improve the quality and efficiency of health care is to optimize dient flow, or, the 
movement of dients through the health care system ensuring the most appropriate level of care is achieved. 

Strategy 6: Reduce Lower Level of Care Days and Out-of-Network Referrals 

The Network has developed key strategies to improve dient flow. 01e of the primary goals is to reduoo non
acute lower level of care (ll.C.lq inpatient days and out-of-network (CXJN) referrals. A3ducing l.l..CX:days can 
reduoo oosts and increase capacity by effectively transferring dients that no longer need acute care to an 
outpatient setting, and, thereby freeing up additional capacity in inpatient care. To aooomplish this, prooosses 
need to be in plaoo to be able to effectively transfer dients from inpatient to other servioos (e.g., their primary 
care medical home, u-JH, oommunity beds, etc.). Below is a table of reoont achievements and future goals. 
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Figure 4: Lower Level of Care and Out-of-Network Key Achievements and Goals 
..... ··-·~~···· ••••••••• ·-·· .................... ····-······· ...................................... Ill: •••••••••••• ' .............. . 

u-JH 

Transitions 
Division 

2012-2013 Ad1ievements 

R:lducsd the percentage of 
Medicai/8.Jrgical U.OCdaysfrom 14 
to 11 percent of total days 

Increased the percent of utilization 
management reviews performed 
within 24 hours from 30 percent to 64 
percent 

R:lducsd the average wait time from 
referral to admis9on from 9.4 to 7.5 
days via internal and external 
relationship development 
Formally established the Transitions 
Division (formerly Cbmmunity 
Aaoement) 

2013-2014 Goals 

R:lduce lLOCdays by 60 percent of its FY121evel 
and increase arute admis9ons by 640 per year 
o 10 lLOCpatients per day for Medicai/8.Jrgical; 

reduction of 51 percent from rurrent average of 
20.5 patients per day 

o 18lLOCpatients per day for Psychiatry; 
reduction of 49 percent from rurrent average of 
35 patients per day 

R:lduce the average length of stay(~ by 12.4 
percent, from 629 days to 551, and increase DA-1 
referrals by an additional140 per year 

R:lduceALOSin oommunity placements by 50 
percent to increase capadty for S'GH and LHH 
referrals 

........•••••.••.••....••............••.•..•..•.....•••...•...•........•..........•.. 
Source: Department orPublicHealth, Institutional/ Post-Institutional Action Team Final Report. 

In addition, the Institutional and Fbst-lnstitutional care Action Team dosely reviewed the current dient flow 
process between s=G-1 and u-IH and began work on streamlining dient flow, as illustrated below. 

Figure 5: Revised Client Flow from SFG H to LHH and Transitions 

•.•.......•.......•..........•.•........•.•.......................................... 
Source: Department ofPublicHealth, Institutional/ Post-Institutional Action Team Final Report. 
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Strategy 7: Develop and Operationalize an Inpatient Flow Dashboard 

To achieve the above targets for improvements to dient flow, the Network developed a set of metricson 
inpatient flow, access, and post-institutional follow-up for inpatient dients. 

Figure 6: Key Inpatient Flow Metrics 

Page 25 

.......................................................................................................................... 
s=G-i u-IH Transitions Division 

Daily Ll.DCdays 

Barriers to Discharge 

Discharge Destinations 

30 Day Felated Feadmissions 

Average length of stay (Al..OS) - Bed Turnover R:rte 

Barriers to Discharge 

Discharge Disposition 

R:ladmissions 

Number of dients 

ALa: 

........•................................•..•.........................•.•.....•....•. 
Source: D'l'artment ofPublic Health. 

The Network plans to develop a dashboard to be able to easily view and review metrics data on a regular basis. 
The dashboard will allow Network staff and leadership to drill down to more detailed levels of information, 
depending on need and level of access. Dashboard reports are intended to be'used by three different staffing 
levels within the Network: (1) Network leadership, (2) Network Management, and (3) R'ontline or Point of care 
S:aff. The reports will be a useful tool for guiding discharge planning decisions, monitoring progress or areas for 
improvement, and creating a culture of acrountability across the Network. 

The O:mtroller's Office is assisting the Network to complete an interim dashboard tool. The Network will also 
continue to create an automated dashboard in a data visualization tool and operationalize this across the 
Network. 

Strategy 8: Pursue Opportunities for SFGH and LI-II·I Integration 

To become a fully integrated system and improve ciient flow aO"oss the system, the Network is exploring the 
integration of certain functions of s=G-i and u-IH. A..bint Hospital EXecutive Cbuncil was developed and is 
responsible for approving an integration performance improvement program that will enhanre care delivery, 
dient flow, and communication between the hospitals, ambulatory, and community sites. The HMAengagement 
identified opportunities and high priority areas to further pursue integration, listed below. 

Figure 7: SFGH-LHH Areas Identified for Integration ................ ., ................................................................................................................ .. 
D cafeteria D R:ldiology 
D Food Slrvices Management 
D Oinical Nutrition 
D Bectrocardiogram 
D Bectroenrephalogram 
D O'lronic Dialysis 
D Interpreter Slrvices 
D Oinical laboratories 
D Rlarmacy 

D 
D 
D 
D 
D 
D 
D 

R:lhabilitation 
R:lspiratory Therapy 
Telecommunication 
Biomedical 
Utilization Management 
S:Jdal Slrvires 
Performanre Improvement 
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CHAPTER 2: MANAGED CARE 

The Birth ofthe San Francisco Health Network (The Network) 

fls mentioned in the background section, the provisions of the Affordable 03re Ad (ACA) altered the operating 
environment for healthcare, particularly for public health 
systems. For DPH, health care reform requires a major 
transformation of the patient delivery system to berome a 
fully integrated delivery system (I~ that will fadlitate 
improved patient care and the more effective use of 
resources. A major acromplishment that resulted from the 
HMAengagement was the development of the S3n Frandsco 
Health Network (referred to as "the Network" in this report), 
which rombines the patient delivery services under one 
system (see Rgure 16). 

The new healthcare environment requires the Network to 
become a provider of choice. Therefore, to remain 
rompetitive, creation of the Network indudesdevelopment 
of a Managed <:are Office aimed at managing risk and 
increasing the number of dients seen at Network dinics. 

TheN etwork Vision 

HMAinterviewed key leadership and staff throughout DPH 
and underwent an intensive, collaborative process to 
develop a detailed and dear vision for the Network and the 
necessary romponents, in particular the Managed Care 
Office. The Network's vision is to continuously increase the 
quality and value of services to dients, staff, and partners. 

The Network is unique to other private and public systems as 
it has a robust set of key services needed to build a seamless 
continuum of care: patient-centered medical homes (RJVIH), 
outpatient spedaltiesand diagnostics, inpatient acute 
services, long term care (both institutional and home and 
community-based), and comprehensive behavioral health 
services. In addition, because the Healthy S:m Frandsco 
program rovered the oty's uninsured, the Network was able 
to predict with fair predsion the number of dients that 

• Created Network vision 
• Rollout of Network 

organizational structure 
• Defined leadership job 

descriptlol'ls 
• Established the Network 

Managed Care Office 

Network Vision 
9. Managing the Network 

vision 
Network Managed Care 
10. Managed Care Office 
11. Network Performance 

Metrics 

would need roverage after health reform. These two elements, having a full complement of health care services 
and a defined population, served as the starting point for the development of the Network. 
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Strategy 9: Managing the Network Vision 

k. mentioned above, the Network centralizes the service delivery side of DA-1. The new organizational structure 
in Rgure 16was informed by six DA-1-HMAAction Teams, HMAoonsultants, and DA-1 key staff and physicians of 
all levels. The DA-1 vision for the Network is summarized below. 

o Provide and manage the care for a defined number of new and existing dients 
D O'ganize elements of the delivery system into one Network which will work together to assure that gaps 

are filled, duplication is eliminated, quality is enhanced, and the health oft he population is improved 
o Build an integrated operational infrastructure (inducting the necessary elements of a managed care 

structure) that supports the delivery of care in a way that maximizes efficiency, oonsistency, and quality 
D Assure that all patients are cared for timely and at 'the niost appropriate level of care 
D Collaborate with other providers, partners, and health plans to assure the long term sustainability of the 

Network, which is the oore of DA-1 and broader S:ln R'ancisoo safety net 

Managed Care under the Network 

With the implementation of the AlA, a critical part of the overall business strategy for a financially sustainable 
Network is managing financial risk. In oontrast to the fee-for-service model, managed care and capitation will 
make the Network accountable for oost, utilization, quality, and health of its dients. Therefore, unnecessary or 
preventable health care expenditures are problematic to DA-1. 

Also, in managed care, acute services transitions from a revenue source in fee-for-service to a oost in capitation, 
if over the monthly capitated rate. With the implementation of the Ar:A. and Covered CA., dients now have 

. additional choices in the health plan they choose to enroll in. To sustain the Network and grow the number of 
Network dients, it will be necessary to pursue and secure managed care oontractswith the qualified Covered r:A. 
health plans, as depicted in the figure below. A ease refer to ,Appendix Ill for additional information. 

Figure 8: Network Managed Care Contracting Opportunities 
.- ..................................................................................................................... 11 •••••• 

l. Client 

The Network is already 
a provider within these 
health ptan networks. 

········•······•······················•·························•·············•······ Note: Anthem Blue Cross is a product line under Medi-Cal and a separate product line under Covered CA. 
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Strategy 10: Operationalize the Managed Care Offioe 

Broadening the managed care base, retaining enrolled members. and sucressfully oompeting with other 
healthcare providers and delivery systems, requires a restructuring and realignment of critical operational and 
business development activities, induding oontract management and provider relations, performance data 
analysis and reporting, beneficiary relationship management, business development, marketing, and outreach. A 
key reoommendation that emerged as part of the HMAengagement was the establishment of a Network 
Managed Care Office. The multifaceted roles of the Managed care Office are described below. 

o Cbntract mahagement and provider relations indudes the development and oompliance monitoring of 
standards for Medi-031 managed care, as well as oontracting with and monitoring oommunity providers 
and services that serve Network dients. 

o Performance reporting and analysis is critical to the sucressful managed care oost, quality, and 
population health outoomes. Managed care performance reporting and analysis provides management 
information to evaluate performance against required managed care business metrics. 

o Beneficiary relations management in dudes serving as a liaison to the health plans customer service 
department oomplaints and grievances. assuring quality dient care, assuring acress to primary care and 
medically necessary service within required timeframes, assisting in enrollment and reenrollment 
assistance, and oommunicatingwith beneficiaries. 

o Business development, marketing, and outreach indudes the development of current and future 
business opportunities to position the organization to expand market share, development and 
distribution of internal and external marketing and oollateral materials, and strategic outreach to 
oommunity and business organizations. 

Strategy II: Network Performance Metrics 

To ensure that the Network vision is being implemented in alignment with rn-1 and ACA goals (to increase 
enrollment, quality of care, reduce out of network expenditures. and maximi:ze revenues, etc.), HMA 
reoommended and Network leadership agreed to the development of performance metrics to regularly 
measure, evaluate, and improve performance to deliver the highest-quality healthcare and maximize 
efficiencies. Performance measurement will promote transparency, open oommunication, and aooountability 
across the Network. 

In the short term, the goal is to develop Network metrics and associated reports from existing systems to share 
at regular meetings with key staff to promote knowledge-sharing and aooountability. The Cbntroller's Office is 
assisting the Network with initial development of key performance metrics that resulted from the HMA 
engagement in: 

0 Patient Row 
0 Rnance 
0 Quality and S:lfety 
0 Patient S:ltisfaction 
0 S:aff S:ltisfaction 

In the future, the Network aims to transform these metrics into automated dashboards viewable to key 
leadership and staff to monitor trends and oontinue to hold appropriate personnel aooountable. 
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CHAPTER 3: FINANCIAL SUST AINABILITY 

ACA Impact on DPH Financial Sustainability 

Rnancial management in many sectors is challenging, from 
healthcare to technology to financial services, but one 
financial goal remains the same- to manage risks and increase 
predictability in cost and revenue. The Affordable O:!reAct 
(ACA) made a giant leap forward for health care aoc.ess. but 
the unpredictability of a provider's patients and the ever
changing healthcare regulatory and reimbursement landscape 
makes financial planning and management of risk even more 
challenging. This is particularly true for public health 
departments facing an historically oomplex safety net patient 
population and a financial system built around finding dollars 
to oover costs. The HMA engagement and the two year 
integrated delivery system planning process began the shift 
toward improving internal efficiencies while maintaining care 
excellence and quality. 

In light of the new liealthcare environment, which aims to 
increase coverage for more people, improve quality, and 
oontrol costs, DPH must strive for financial sustainability 
through (1) delivery of coordinated quality preventative care 
as described in previous sections of this report, (2) 
exploitation of financial opportunities, and (3) cost control and 
management strategies. N. DPH, the increased number of 
insured individuals as a result of theACA.provides current and 
potential S:m R'ancisoo Health Network (the Network) dients 
with a choice regarding where to aooess care. Each Network 
dient retained or newly enrolled helps maintain or increase 
revenues to sustain the Network. On the other hand, if 
Network dients choose to get their health care elsewhere and 
move out of the Network, DPH will lose revenue to support its 
current system of care. During the HMAengagement, DPH 
underwent an intensive internal process to develop a model 
to project future revenue streams in light of health reform and 
dear strategies to achieve cost oontainment and revenue 
generation. The next two sections provide the Network's key 
financial strategies and a rough timeline of intended outputs 
and outcomes as health reform and its impacts continue to 
unfold. 

Goal3 

Financial Sustainability 
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• DPH budget structural Fix 
• SFGHvariance reporting 
• SFGH productivity report 
• Improved LHH 

reimbursement timing 
• Began jail health pilot 

Revenue Generation 
12.1ncrease enrollment 
13. Actively seek state and 

federal funding 
opportunities 

Cost Management 
14. Create shared financial 

incentives with UCSF 
15. Analyze SFGH costs 
16. Develop cost and 

performance reports r or 
cost centers 
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Revenue Generation Strategies 

Revenue Outlook 

f!.s a result of the ACA it is projected that DFtl will realize a 16 peroont decrease in the historical state and 
federal safety net dollars. 03pitated revenues are antidpated to partially offset this loss. The impact of health 
reform on DA·l's finandal sustainability is broken down into four main categories: Primary 03re 03padty, 
Olange in R:limbursement Mechanism, lnsuranoo Sat us, and Sate and Federal R:lvenues. 

D Primary 03re 03padty. f!.sdiscussed in the Olapter 1 and ,Appendix II, increasing primary care capadty to 
meet demand directly impacts quality of care as well as managed care revenues. Not only is the 
Network amently challenged to meet demand and in need of additional capadty but also the ACA 
requires that dients have timely acooss to care. Therefore, the Network must strengthen its primary 
care system to increase capadty to ensure timely acooss to care. This will allow DFtl to provide patients 
preventative and early interventions to keep its patients healthy, improve quality outcomes, and 
minimize avoidable hospital admissions. 

D Olange in R:limbursement Mechanism. To inoontivize more effident use of servioos and as a means to 
manage risk, the reimbursement mechanism in the new healthcare environment is moving away from 
fee-for -servioo and towards capitated payments. Fee-for -servioo is a payment for each servioo provided. 
There is predictability in payment for servioos, but also fewer inoontives to reduoo costS. Medi-031 is 
moving away from the fee-for-servioo model to a capitated rate. 03pitation provides a fixed amount of 
money to care for each patient, regardless of utilization or cost. There is predictability in payment for 
patients, but it requires better cost control mechanisms to ensure finandal sustainability. f!.s an 
emerging practioo in the public sector identified by HMA the Network must become more effident and 
cost consdous at all levels of dient delivery and educate dients about the Network's new managed 
System of care. Medi-031 expansion and Cbvered CA have moved to a fixed per member per month 
(AI/lAIII) rate to manage the care of dients regardless of how frequently or infrequently they use 
servioos. This new reimbursement environment will be challenging as a large proportion of the 
Network's dients are multi-diagnosed and complex. However, the Network has a broader, deeper 
system of care than many competing managed care systems; therefore, if care is well coordinated and 
managed, the Network's full continuum of care can help retain dients and ensure the viability of the 
Network and DA-1. 

D lnsuranoo Sat us. Network dients' insuranoo status is essential to DAis revenues as these revenues 
fund the many vital health servioos for the whole community as illustrated in Rgure 2. Therefore, to 
continue to provide a viable safety net, the aty must increase the number of Network dients and 
increase revenue. 

f!.s intended, Ar:P:.s impact will result in an increase in the number of insured and a decrease in the 
number of uninsured. A majority of the state's insured will gain coverage through Medi-031 as a result of 
Medi-031 expansion while the remainder will gain coverage through Cbvered CA.. Programs that 
historically served the uninsured in S:in R"andsco will shrink as more dients are covered under the ACA.. 
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For example, S::PAlH (Sm Ffandsco ProvidesAcress to Health 03re) 12 ended on December 31,2013 and 
its dients transitioned into the newly expanded Medi-031. The remaining uninsured, who are not eligible 
for Medi-031 or Covered CA, will remain in Healthy S3n Ffandsco. 

Based on the HMAengagement five-year projection model, the figure below illustrates the forecasted 
trend of Network dients·by program over the five year period from FY14 to FY19. The key drivers of the 
increase from FY14 to FY15 are the Medi-031 expansion and Covered CJ6.dients. The major assumptions 
within this projection are listed below:· 

D Total Projected Oient Increase: Network dients are forecasted to increase from approximately 
57,000 to 85,500 dients over a five year period. Key assumptions are listed below. 

o Medi-031 EXpansion: Network to enroll nearly 15,000 individuals eligible for the Medi-
031 expansion around .Bnuary 2014. The monthly (" R'v1 Rli1") capitation rate for the new 
Medi-031 expansion population as of .Bnuary 2014 is assumed to start at approximately 
$400. 

o Covered CA:. Network to enroll 2,000 individuals eligible for Covered 031ifornia 
(insurance exchange) in or around .Bnuary 2015. 

o Dual 8igibles13
: Sate's transition of dual eligibles (Duals) into managed care is 

antidpated around 2016 resulting in a one-time increase in the number of Duals dients 
within the Network. 

Figure 9: Projected Trend of Network Clients by Program FY14-FY19 
........... ,. .................... _ ..... ·········- .................................................. jilt ••••••••••••••••••••••• 
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..............•.•.............•...................................................•.. 
Source: Department ofPublic Health via the HMA Financial Projection Model. Note: Projections are based on HMA and DPH assumptions 
regarding estimated client membership. 

12 8"PA1H: The Oty and O:Junty of 83n R'andoco's Low lnrome Health A'ogram (UH~ was created by the &ate in J.Jiy 2011 as a 
temporary program for certain Californians eligible for free or low oost health inruranoe as a part of the federal health reforms that took 
effect in 2014. 
13 Dual eligblesarethoseeligblefor both Medicare and Medi-Cal. 
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o Sate and Federal R3venue. Under the ACA, there are major changes in how oounties receive state and 
federal revenues. The historical state and federal "lump sum" payments to support the uninsured and 
safety net services will be reduoed with the expectation they will be partially offset by an increase in 
Medicaid revenue and earned managed care revenues. The three major losses of historical revenues 
indude federal Disproportionate Slare 1-lospital (DfH) payment reductions ($31 million), state 
"realignment" funds for indigent health ($34 million), and traditional fee-for-service patient revenues 
($66 million). These losses amount to a 16 percent reduction in revenues from FY14 to FY19. The figure 
below illustrates the net reduction of these three revenue streams over this period. 

Figure 10: Projected Reductions in Three Major State and Federal Revenues FY14-FY19 (in millions) 
' ........................... " ............................ -· ................................ " ................. "·-·· .............. . 
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FY17-18 
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(YearS) 

-16% 
Over the period 

from FY14 to FY19, 
realignment 

revenue is projected 
to fall by$34 

million, DS-l by $31 
million, and fee-for

service by $66 
million. 

In total, these state 
and federal sources 
are antidpated to 

fall by $131 million. 

..•.........•..•..•...•...•.•.....••.•••..•.•..•.........•..•....••..•......••..•.••. 
Source: Department ofPublic Health via theHMA Financial Projecticn Model. 

Strategy 12: Increase Network Clients by Strengthening the Ambulatory Care System 

During the HMAengagement, the Network developed a detailed work plan to improve the Ambulatory care 
system. It is imperative the Network increase the number of insured dients to create adequate and stable 
funding to the Network. Olapter 1 describes the strategies aimed at strengthening the Ambulatory care system 
to achieve this increase, such as increasing panel sizes, implementing a call center, and improving the physical 
appearance of dinic sites to attract and retain Network dients. 

The Network projects that over the next five year period there will be an average 10 percent increase in 
Network dients each year, reaching approximately 85,500 dients by FY19. A key assumption is that the number 
of Network dient&will increase by 36 percent in health reform's first year, from approximately 54,900 to 74,800 
dients by J.me 30, 2015. Attaining this year-over-year increase is imperative to DPH'sfinancial sustainability as a 
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result of the antidpated state and federal revenue losses. OJer time, successful increases in Network dientswill 
reduce revenue uncertainty. 

Figure 11: Projected Monthly Network Clients FY14-FYI9 -···········11·······································································11····················-············ 
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•.•••.•.•...........•.••........••.••••...••....•...•.•...••.••.•.........•..••.•... , 
Source: Department ofPublic Health via the HMA Financial Projectioo Model. Note: Projections are based on HMA and DPH assumptions 
regarding estimated client membership. 

Strategy 13: Actively Seek Additional State and Federal Funding Opportunities 

DR1 has recently increased its work with state and federal offidals on targeted opportunities to support S3n 
Ffandsco's innovative programs. This dialogue led to the prioritization, achievements, and next steps listed 
below.14 

D limeliness of LHH SJpplemental Payment CEirulation. The Network recently worked with state offidals 
to assure the timeliness of supplemental payment calrulations for Laguna Honda Hospital (LHH) in terms 
of both amounts received and the timing of that receipt. By utilizing more current cost data, which 
represents higher costs, the amount of settlement costs increased. In addition, the use of more rurrent 
cost data will now result in the more timely settlement and therefore payment for LHH. 

o Health Homes. The Network, with HMAexpertise, monitored developments regarding ACI\S3ction 
2703, the Medicaid Health Home S:ate Ran cption, and began to explore options to establish Health 
Homes within the Network. In the future, the Network will attempt to garner additional funding for 
Health Homes through a s=>A or Medicaid 1115 WaNer project. S3e Olapter 1 for more information on 
the establishment of Health Homes. 

D FQHCOinic Visit Raimbursements. HMAidentified rurrent S:ate Ran Amendments (S'As) that allow 
supplemental Federally Qualified Health Center (FQHC) payments as a way to increase the rate of 

14 These opportunities were not inrorporated into the HMA five-year finandal forecast model as these srategiesare additional revenue 
opportunities yet to be realized. 
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reimbursement from the Federal government. After ooditional exploration, DA-l discovered the current 
C'alifornia ~A carinot be used for this. However, DFH found the state may be supportive of an effort to 
allow for certified public expenditures (exduding intergovernmental transfers or IGfs) to draw down 
federal financial participation for unreimbursed FQHCoosts. 

o ..Bil Health Enrollment. The Network initiated implementing a ..Bil Health pilot enrollment project to 
ensure enrollment of the jail population into a ooverage program prior to release from jail. Ensuring the 
jail population has ooverage and access to care prior to or when being released from jail will further 
decrease the uninsured rate in our oommunity and reduce pressures on the safety net. If these newly 
enrolled individuals choose to access care at a Network dinic or hospital, then this is also another source 
of dient revenue for the Network. The Network is currently working with the Human S3rvires.A{lency 
(HSII.), the Sleriff's D3partment, and ..Bil Health staff to ensure health care enrollment occurs at, or just 
after, release. 

Over the next five year period, these opportunities oould increase state and federal funding to help offset 
projected decreases in revenues. 

Cost Control & Management Strategies 

Expenses Outlook 

Ps stated at the beginning of this section, one of the major financial 
impacts of the ACA..is an approximately 16 percent reduction in 
revenues (09-l, fee-for-service, realignment). These reductions can be 
offset with increases in managed care (capitated) revenues; however, 
expenditures must be managed carefully to ensure financial stability. 

Ps illustrated below, over the next five year period OA-fs current 
operating expenses are projected to increase by eight percent, to 
approximately $2 billion. DA-l's oosts can be broken down into four 
main categories: salaries and benefitsoomprise 50 percent, UCS:: 
oomprises nine percent, and other oontractual servires and other 
oosts together oomprise 41 percent. Twenty-two perrent of the eight 
perrent increase in oosts is attributed to the UCS:: Affiliation 
~reement and 63 percent of the increase is from DA-l salaries and 

03pitated revenues will only 
partially offret the 

antidpated &ate and federal 
revenue lo593s. 

Ol& management and 
control strategies mu& also 

be ured to curb expense 
growth. 

benefits. These expense projections indude inflationary factors outlined in the aty's Three-Year Budget 
A"ojection (" ..bint R:lport"), but do not reflect any new initiatives or programs above the FY13-14 budget nor the 
operating budget for the new S3n R'ancisco <?eneral Hospital. 
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Figure 12: Projected Increase in Total DPHOperating Expenses FY14-FY19 (in millions) ..................................................................................... ~~-··································· 

FY13-14 
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FY14-15 
(Year 1) 

$1 856 $1,889 $1,931 
$1,818 ' 

FY15-16 
(Year2) 

FY16-17 
(Year 3) 

FY17-18 
(Year4) 

FY18-19 
(Year 5) 

• Contractual Services 
(except UCSF) 

mUCSFAgmt 

• Salarles & Benefits 

CNer the next five 
year period, DA-fs 
operating oosts are 

projected to increase 
by 8 percent. 

Twenty-two percent 
ofthis projected 

increase oomes from 
the ucs= Affiliation 
Agreement and 63 
percent from DA-1 

salaries and benefits. 

...••....••......•......•...•.......•..........••...........................•....•... 
Source: Department ofPublic Health via HMA Financial Projection Mode!. 

Ole of the fiscal challenges facing public health departments as a result of health reform is accurately projecting 
capitated revenue as this is based on enrollment projections, depicted in Rgure 9. The level of uncertainty for 
projected revenue remains high. However, over time and with greater market experience DA-lwill continue to 
refine and should be able to more accurately predict enrollment numbers. 

To estimate DA-l'sgeneral fund subsidy for its baseline operating costs in FY15 through FY19, the department 
utilized the HMAfinancial model provided during the engagement, updating it with more recent information 
and to reflect DA-l's current operating budget. Based on this update, the aty's net general fund rontribution to 
DA-l is anticipated to increase by 50 percent from FY14 to FY19, as illustrated below. During its engagement, 
HMApointed out that historical rost trends must be reversed or otherwise mitigated for DA-lto attain the goal 
of long term financial sustainability. 

This projection assumes the aforementioned 16 percent revenue loss from 031, realignment, and fee-for
service, the forecasted eight percent cost increase, the current FY14 baseline general fund subsidy, general
funded capital and project dollars are constant, and the same level of service in other DA-l programs. In 
addition, the methodology used to project the estimated general fund subsidy does not in dude increases in 
enrollment or capitated revenues. 
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Figure 13: Projected General Fund Subsidy Increases FY14-FY19 (in millions) 
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FY13-14 
Budget 

(Baseline) 

FY14-15 
(Year 1) 

FY15-16 
(Year2) 

FY16-17 FY17-18 FY18-19 
(Year 3) (Year 4) (Year 5) 

These cost growth rates, coupled 
with the impact of the ACA, will 

be unSJstainable unless historical 
cost trends are reversed or 

otherwise mitigated. 

Absent any interventions, the 
general fund contribution by the 
aty is projected to reach $831 

million in FY19, for a total of $4.3 
billion over the period from FY14-

FY19 . 

....•...............................................•...............•................ 
. Souroe: Department ofPublic Health via HMA Financial Projection Model. 

Given OA-fs main cost drivers and HMA's fiscal recommendations, the following are three key areas to control 
costs: the ucs= Affiliation ,Agreement, s=G-l operating costs, and cost reporting. This section will identify the 
actions already accomplished and strategies for cost control and management. 

Strategy 14: Create Shared Financial Incentives with UCSF 

The UCF relationship is a long standing, mutually beneficial partnership that has served the S3n Francisco 
community for more than one hundred years, formalized in a written Affiliation ,Agreement since 1959. 
However, with health reform and a new managed care 
environment, public health systems around the c:Ountry are working 
to better measure and rein in costs. The UCF Affiliation ,Agreement 
is at $154 million in FY14 and comprises approximately ten percent 
of the annual DA-l budget and 15 percent of the annual s=G-l 
budget. Through the HMAengagement, the Network identified key 
areas around fiscal management of the UCF agreement to improve 
data collection and accountability for both parties. The next section 
identifies these strategies to improve tracking, accountability, and 
fiscal management. Additional information regarding the UCF 
partnership can be found in ~pendix Ill. 

To move forward under this new managed care environment, DPH 
is exploring additional accountability and tracking measures 
throughout Network operations as described in Olapter 2. 
Therefore, one key strategy for the Network to control costs is data-

Health reform and the 
managed care environment 
require tracking, measuring, 
and reporting for regulatory 
compliance and achieving a 

competitive edge. 

As a large portion of s=GH staff 
and the DPH budget, the UCS: 

JI{Jreement must be 
restructured and new 

measures enforced to remain 
competitive. 
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driven management of the UCS:: Affiliation P{jreement as well. 

o By the end of FY14 the Network intends to support a benchmarking study to identify best practices in 
hospital-academic institution affiliation agreements across the rountry to understand key reporting and 
aCCXJuntability measures. 

o By the end of FY15 the Network intends to utilize the best practice research when evaluating the 
P{jreement, in particular the addition of key reporting requirements, riS<-reward provisions, billing 
expectations, and regular review of non-faculty rosts and leases. 

Through the implementation of these strategies, DA-l, in particular the Network, will centralize all UCS:: ron tract 
management and dedsion making to ensure transparency and, most importantly, realize improved productivity 
and reduced rost growth. This year -over-year management of the UCS:: Affiliation P{jreement and associated 
costs will help OR; achieve finandal sustainability and increase mutual aCCXJuntability. 

Strategy 15: Analyze SFGH New Facility Costs 

s=G-1 operating costs comprises approximately one-third of OA-fs annual General R.md subsidy and more than 
50 percent of CA-l expenses. Furthermore, in the new managed care, capitated environment, services provided 
to a Network dient will not be reimbursed on a fee-for-service basis, but rosts must be within the capitated rate 
for the Network to remain financially sustainable. l:b, there are opportunities to prevent acute admissions 
through a strengthened ambulatory system (as discussed in Olapter 1), as well as opportunities to rontrol rosts 
in the acute setting at s=G-1. Ps a result of the HMA engagement, there have been three key finandal 
achievements at s=Gl: (1) implementation of salary and fringe variance reporting by rost center, (2) 
development of an s=Gl productivity report, and (3) a re-evaluation of the new s=G-1 operating budget via data 
gathering and assessment of proposals. 

In the next year, the following three strategies will be pursued to continue to manage s=G-1 rosts. 

o s=t:Hwill continue to evaluate one-time transition rosts and ongoing new fadlity rosts to ensure that 
new equipment and FTEs are justified by volumes. 

D Saffing costs romprise approximately 50 percent of s=G-I's operating expenses; therefore, a detailed 
examination of staffing levels against similar hospitals and benchmarks roupled with a study of the 
dient population and volumes is needed by the end of FY15. 

D s=t:H will aloo operationalize a benchmark database oo s=G-1 can compare productivity and volumes 
against similar academic teaching hospitals across the nation. 

These strategies will be used to refine the operating budget for the new s=G-1. This updated budget roupled 
with proactive budget variance reporting will provide s=G-1 with tools to better manage and control rosts. 
s=G-I's ability to manage rosts is imperative to the overall financial sustainability of the Network, CA-l, and the 
Oty as many of the services provided in an acute setting are now capitated. Oose management of rosts against 
volumes is a key strategy to achieve financial sustainability in the long term. 
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Strategy 16: Develop Cost and Pertormance Reports for Cost Centers 

In recent years, DA-l has required supplemental funding from the <?eneral Fund or new revenues to cover actual 
expenses. The FY14 adopted budget added funding to address the previous structural gap with s=G-1 staff 
funding. In addition, DA-lleadership implemented expanded finandal reporting to the Health Cbmmission to 
hold IJ!'tl aocountable to the Cbmmission and Oty leaders if overruns occur. If overruns occur, IJ!'tl will present 
a corrective action plan. 

To allow managers to make effective dedsions on resources, IJ!'tl aims to develop cost and performance tools 
for all Network units and cost centers. IJ!'tl has committed to use these reports to hold the appropriate staff 
aocountable. It isantidpated these reports will be produced for all units and cost centers over the next few 
years. 

In sum, the Network must not only increase the number of dients served to help offset state and federal 
revenue losses, but also effectively manage costs to ensure the Network, IJ!'tl, and the oty remain finandally 
sustainable over the long term. ,Additional investment and partnership strategies can be found in Appendix II 
and Ill. 
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APPENDIX I: IDS HISTORY, HMA ENGAGEMENT, AND 

ACTION TEAMS 

Page 39 

DA-l has worked toward integrating patient delivery for nearly three years and developed the following 
definition for OA-fs integrated delivery system (IDS): a oomprehensive system of care that is dinically and 
financially aooountable to provide ooordinated health services to the individuals it serves and improve the health 
of the oommunity. The IDSvision is based on the local history of healthcare delivery and the changing healthcare 
landscape described in the introduction. 

History of IDS at DPH 

The initial planning and implementation efforts were and oontinue to be rooted in the oontention that DA-l is 
critical to the populations and oommunities it serves. Between J.me 2011 and May 2012, an internal IDS 

. planning and visioning effort took place that resulted in over 40 reoommendations aligned with the Health 
Commission's priorities. This significant effort involved over 100 staff and oommunity partners in the IDS 
planning groups. 15 Between J.liy 2012 and March 2013, initial implementation efforts took plaoe in which five 
work teams were created to begin implementation of the reoommendations.16 

HMA Engagement 

To further the transformation of DPH into a fully integrated delivery system, DPH engaged Health Management 
ftssociates (HMA), a oonsulting firm with experience in public healthcare delivery systems, in February 2013 
through a formal solicitation process. The Controller's Office funded and provided oontract and project 
management support for the engagement. In line with the changing healthcare environment, HMA's two main 
objectives were: 

1. Prepare DR-I to oompete for dients as the healthcare environment changes and financial reimbursement 
moves away from fee-for-service and towards capitation 

2. Transform and integrate OA-fs delivery system and oorresponding support systems into a provider of choice 
and away from the provider of last resort 

HMA's work took place in three main stages: visioning, prioritization, and implementation. 

Visioning 

Building upon the previous IDS work, HMAbegan the engagement with a series of key internal and external 
stakeholder interviews and intensive dorument review. HMAdeveloped an environmental assessment and dear 
statement of the vision for DR-I as depicted in Rgure 14. This graphic illustrates OA-fs relationship between the 
health of our oommunity's population and the importance of a strong integrated delivery system. The oore of 
public health must be strong for the greater 3m Frandsoo system to have and maintain a healthy population. 

15 Department of Public Health. Presentation of the Integrated Delivery ~stem Aanning Project, May 15, 2012. R3trieved ..Bnuary 15, 
2014 from http:l/bit.ly/1piMJ3kk. 
16 Theteamswere care Management, Oinical Leadership, Health Promotion and Dsease Prevention, Innovations in Health Care, and 
Quality and Utilization Management. Department of Public Health. 
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The two primary roles of rn; in this new health care environment are to (1) externally, improve the health of 
the population by maximizing enrollment into new health insurance options and (2) internally, CA-i must 
prepare the health care delivery system to become the provider of choice for dients. 

Figure 14: DPH's IDS Vision 
, ...................................................................................................................... . 

POPULATION HEALTH 

The Network (s=HN) provides direct health care services to 
insured or covered dientswhose care is managed through the 
Network, from primary to acute to long term care. 

t::®llat§Mt'tll!lh!Mi'Miii··lulull[,i!~ indude services for 
those dients outside of the Network but still in the safety-net, 
for example, undocumented immigrants and homeless' transient 
populations. lndudes community behavioral health and trauma 
services. 

Population .health aims to improve the health of the entire 
population through environmental health, disease control, 
assessment, and housing . ......•.....•.•.•..•.•.......••.•.......•....••.•••.............•.....•......••••.••. 

Source: Department ofPublic Health. · 

Prior itiza ti on 

The intensive rn; IDSdevelopment, prioritization, and planning effort took place over the summer of 2013 via 
DA-1-HMAAc:tion Teams. The process aimed to (1) establish broad areas for attention, (2) develop Action Teams 
or work groups to prioritize actions and develop champions within CA-i, and (3) move the two years of IDS 
planning into the implementation phase. Rgure 15 depicts the six Action Teams developed and the main 
objective of each team. Throughout the process, the leaders of the .Action Teams formed the Integration 
Seering Cl::>mmittee (13:1, which served as the key planning and monitoring group for health reform readiness 
activities and IDS development". 

The output of this three-month, joint DA-1-HMA effort from JJne to Saptember 2013 induded strategic and 
intensive intra-departmental collaboration, and a priority list of key recommendations for improved systems 
change in light of health reform. On Q:tober 1, 2013, the planning phase ended and implementation began with 
the launch of the Oty's public health integrated delivery system, called the San Francisco 1-i:lalth Network 
(referred to as "the Network" in this report). 
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Figure 15: DPH-HMA Action Team Objectives .......................................................................................................................... 
From J.me to 3'lptember 2013, DA-1 and HMA worked intensely via six .Ad ion learns on spedfic objectives, 
all aimed to turn DFHs integrated delivery system into a reality. 

Care O:>ordination 
cDevelop a centraized care 
ooordination model, aign case 
management structure, improve 
aooountability. 

Rnance 
[Qeateafinancestructurethat is 
aooountable to DA-1 and that 
creates finandal information to 
alow all managers at ffiJFHto 
S"!are in that accountability. 

Institutional! R:>st- · 
Institutional 
ddentify organizational structures 
that enhance care delivery and 
oommunication related to patient 
flow. 

Elate and Federal R:>licy 
CBegin a dialogue with state and 
federal offidasthat supports the 
innovations in DA-1 finandally and 
oomistent with health care reform. 

Ambulatory Care* 
dntegrate and reaign the current 
ambulatory based services, 
resources, and organization to 
retan members and serve them 
more effidently and effectively. 

Managed Care 
dJevelop and implement a strategy 
that establiS"!esthe infrastructure, 
prooesses,metrics, aooountabilities, 
and oontractual relationS"!ipsfor a 
successful managed care 
enterprise. 

··········•···················································•······················ Source: DepartmEnt ofPublic Health. *The ambulatory care sub-groups included the fullowing: 1. Pauel Si:zes, 2. Operational Issues, 3. 
Organi:zational Stmcture, 4. Critical Capital and HR InvestmEnts, 5. Health Homes, 6. Specialty Services 

Implementation 

HMAassisted DA-1 to reorganize management and reporting structures to be able to fully support an integrated 
delivery system. This significant effort resulted in a new organizational chart for DA-1. The reorganization and 
integration of DFHs patient delivery system into the s,n Ffandsco Health Network is depicted in Rgure 16. Ps 
Rgure 14 illustrates, the core of the public health system (the Network) must be strong in order for the greater 
s,n Ffandsco system to maintain a healthy population. 
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Figure 16: San Francisco Department of Public Health Organizational Structure ......................................................................................................................... 
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APPENDIX II: INVESTMENTS 

ACA Impact on Investments 

Ps the Background and Olapter 3 state, the provisions of the 
Affordable care Pd. (ACA) and resulting changes to the 
healthcare environment are challenging the S:ln Frandsco 
Health Network (the Network) to improve effidency of care 
while also improving quality. The three main challe!'lges fadng 
the Network are: (1) timely access to care (with ACA, dients 
have a right to care within a reasonable time), (2) adapting to 
capitation payments, which create greater inrentives to redure 
unneressary high cost care and invest in prevention and care 
management, and (3) increased competition, sinre dients now 
have more choire in choosing their provider. The Network must 
move from a" provider of last resort" to a" provider of choire." 

To meet these new challenges and suoreed in the new 
environment, the Oty and the Network must quickly identify 
and strategically increase investments in its health system 
infrastructure; in particular, investments in human resourres, 
information technology, and dinic fadlities. Please refer to 
Olapter 1 for a discussion of dinicfadlity investments important 
to improving aocess to care and patient flow. The next two 
sections discuss key strategies coming out of the HMA 
engagement regarding human resourre and information 
technology investments. 

Human Resource Strategies 

For organizations in direct patient care such as hospitals, dinics, 
and public health systems, theACAand the managed care 
setting require quality, cost-effective, and cost-consdous care. 
There are several key steps to achieve this; for public health 
systems, these indude: (1) reorganize and restr.ucture into an 
integrated delivery system, (2) identify and resolve barriers to 
expedite hiring, and (3) increase staffing flexibility based on 
demand for servires and the number of staff available based on 
dient volume. Discussed more below, these strategies are 
needed to help the Network improve wait times, provide more 
effident care, and more effectively compete with other 
providers. 

Page 43 

• Accelerated leadership 
hiring 

• Hired new leaders in 
human resources and 
information technology 

• Identified and began HR 
process improvement 
items 

Human Resources (HR) 
• Reorganize the delivery 

system 
•Resolve hiring barriers 
•increase staffing flexibility 

information Technology (IT) 
• Develop an IT strategic pian 
• Develop an IT financing 

plan 

Clinic Facilities 
See Chapter 1 
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Reorganize and Restructure the Delivery System 

The DPH IDS planning proress and the HMAengagement, including the work of the 2013 1\ction Teams, resulted 
in the development and adoption of the S:m R"ancisco Health Network on O:iober 1, 2013. The rollout of the 
Network and reorganization of the delivery system as depicted in Rgure 16 is a crucial first step towards 
becoming a" provider of choire." Informed by HMA's experienre integrating other county public health systems, 
the Network developed job deSO"iptions for key leadership positions in 2013. These key positions include the 
Network Director and .Ambulatory O:!re Director. In addition, the reorganization established a Managed O:!re 
afire for the Network which aims to hire a Managed C:!re Director by the end of FY14. For more information on 
new leadership positions and the Managed O:!re Offire, see 01apter 2. For more information on additional 
.Ambulatory C:!re human resourre strategies, see 01apter 1. In addition to the Network leadership positions, 
DPH also hired key leadership positions, induding the Human F€sourres Director and 01ief Information Offirer. 

Throughout FY14 and continuing into FY15, the Network needs to rontinue to develop its integrated structure 
and staffing strategies among .Ambulatory C:!re, Rnanre, Managed O:!re, and Transitions (formerly G:lmmunity 
F1arement). The Network has pledged to monitor the impact of organizational and culture changes on staff 
through a quality improvement proress, induding a staff satisfaction survey. In the long term, staff satisfaction 
will be an indicator of the Network's effectiveness. 

IdentifY and Resolve Barriers to Hiring 

A key HMA recommendation was to develop effective strategies as soon as possible to redure recruitment and 
hiring barriers. This indudes streamlining the DPH and aty recruiting and hiring proresses to redure the time to 
hire. 

The hiring of DPI-fsDirec:tor of Human F€sourresin August 2013wasa 
major milestone. f:>s a result of the HMAengagement, DPH identified 
and started to implement 14 action items to improve personnel 
proresses in conjunction with the aty's Department of Human 
F€souroas (DHR). This indudes a secured agreement from DHRto 
aorelerate hiring of key DPH and Network leaders, and ongoing weekly 
meetings with DPH divisions to identify and aorelerate hiring of key 
positions .. DPH hasrommitted to rontinue to identify and resolve 
barriers to hiring to appropriately and flexibly staff the Network. 

Increase Stafllng Flexibility 

To meet the human resource 
dlallengesof ACA, the Network 

must strategically and 
ruocessfully engage DHRand 
other Oty partners to remove 
hiring barriers and increase 

staffing flexibility. 

The third human resourre strategy identified during the HMAengagement is staffing flexibility through 
redeployment of staff; that is, redeployment based on dient demand, cross-training, and professional 
development. HMA' s early assessment of DPH induded a lack of front -line workers, over -staffing in rertain 
areas, and inefficient staffing structures that have led to unrertainty regarding accountability. HMAemphasized 
the need to sufficiently and appropriately staff the front-end of the network (i.e., primary care) in order to retain 
its ciients. HMAalso identified a lack of clear messaging to rontract and labor partners regarding the future 
need for staffing flexibility as a result of the new environment. 

!'€rent achievements to improve staffing flexibility, efficiency, and hiring indude: 
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o Implementing LEAN at s=GH: To improve efficiency in select hospital units, s=GH adopted the proress 
and quality improvement method known as" LEAN" in 2012. Through August 2013, 35 staff have taken 
LEAN certification training, four units have undergone a value stream mapping process to increase 
efficiency, and 11 "Kaizen," or rapid improvement events, have taken place. 

o Hiring Key Leadership and Messaging: Prior to Jmuary 1, 2014, DA-l began to hire and staff key 
leadership and staff positions described in Olapter 1, arategy 1, who have begun to educate and inform 
key partners of the impacts of ACA.on staffing. 

o Measuring aaff vs. Volume. DA1 has prioritized the measurement of staffing needs. HMAdeveloped a 
productivity measurement tool as a first step in helping s=GH leadership identify staffing compared to 
volume, with high-level comparisons to select hospital systems across the country. 

o Identifying A1ysician ~cruitment Issues. HMAidentified the high cost of living in S:m R'ancisco 
compared to relative salaries offered at DA1 as a key barrier to primary care physician recruitment and 
retention. ~fer to Appendix Ill for information regarding physician pay-for-performance incentives. 

o O'eating an HRarategy for PCMH. HMArecommended the creafion of a human resources strategy 
specific to the Network's adoption of the Patient-Centered Medical Home (PCMH) model. This indudes 
developing the competencies, job descriptions, performance evaluation, and identifying essential 
positions specific to PCMH teams. HMArecommended dosely linking competencies in training programs 
and ongoing competence building for PCMH practices. S3e Olapter 1, arategy 1 for more information. 

In sum, the Network must continue to track staffing and patient volume while proactively and creatively 
recruiting, training, and redeploying its staff and physicians, with a focus on matching supply to demand (dients 
and volume). 

Information Technology Strategies 

The new healthcare environment must be.accompanied by robust data and reporting systems that enable 
identification of key issues and trends. The backbone to creating a fully integrated delivery system within DPH is 
to integrate information systems containing dient dinical records. OJrrently, the Network has over 50 systems 
that contain medical and psychosocial information, however many of the systems are not integrated with each 
other which can lead to misunderstandings and inefficiencies (refer to Rgure 3). 

In addition, HMA found there is a lack of useable data across the system. 
The Network is hampered by the multiplicity of data sources, a lack of 
financial data (granularity or matching operations properly), and often a 
distrust of the validity of the data produced. There currently is an inability 
to combine data sources to facilitate accountability and effective 
planning. N. the same time, DA-l staff and partners are overwhelmed with 
the amount of data currently required to be collected and reported (e.g., 
regulatory, research, grant program evaluation). 

DA-l has made strides integrating its approach to information technology 
(11) development through home-grown innovative approaches to 
connectivity and the recent on-boarding of DA-fs01ief Information 

Among many IT needs of the 
Network, implementing system
wide electronic health reoords 

andfinandal management 
solutions will be critical to 

suo:::ess under the AO'\. · 

In the S'!ort term this requires 
significant planning and 

identification of sustained 
finandal resources 
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Officer (00), but is still significantly behind other delivery systems in the establishment of an effective and 
integrated IT system. DA-1 is committed to the long term implementation of a system-wide electronic health 
record system (8-IR) 17, but in the short term, immediate solutions are needed to support connectivity, dient 
management, and financial accountability. To accomplish this, DA-1 must as soon as possible (1) develop an 
overarching IT strategic plan and (2) identify and implement a sustainable financing strategy to support the long 
term plan. Otherwise, the adoption of fragmented systems without linking each new system to the overall 
strategy leads to inefficiencies. 

Develop a Short Term and Long Term IT Strategic Plan 

DFH's hiring of its aowas a key step in reorganizing and integrating the IT organizational structure. For the 
short term, HMA provided strategies and helped the Network to approach interim oolutions. 

1. ASsessment. R"ior and during the HMAengagement, a preliminary assessment of the existing IT systems 
took place. Moving forward DPt-1 must immediately conduct a formal assessment of the IT system 
options and identify a system-wide, interim solution in lieu of an expensive, stand-alone B-IR 

2. Interim Interfaces. Using the formal assessment results, the second, complimentary approach is the 
strategic implementation of interfaces and updates to software and hardware, induding the IT 
recommendations for ambulatory care discussed in CJlapter 1. The Network is now exploring the 
following options prior to the identification and purchase of a large B-!Ror financial solution: 

D Reporting. Reporting tools that provide standardized reports across multiple systems. These 
tools, including data visualization, may cost in the thousands of dollars per license annually. 

o Business Intelligence/ Decision SJpport. Tools aimed at providing a means to aggregate, 
analyze, and report key financial information. In some cases, these tools can cost hundreds of 
thousands of dollars, and relies on feeds from existing systems in lieu of a larger integrated 
solution. The Qmtroller's Office provided DA-l with some benchmarking information in this area. 

However, in the long term the Network must assess, develop, and implement a robust and sustainable IT 
infrastructure, including a single 8-!Rsolution, to support the comprehensive services provided. Through 
Controller's Office benchmarking interviews, a single B-!Rmay cost approximately $200-$300 million to develop 
and implement, and requires significant ongoing staff commitment and support. DA-1 is already exploring the 
implementation and ongoing maintenances costs for a single B-!Rsolution with a technology consultant. 

Regardless of the specific solution obtained, an integrated IT system and strategy must indude: 

o An application that provides dashboards and reports dient information using a data warehouse 
D Sandardization and interoperability, enabling the quality measurement, coordinated care, and financial 

rigor required by the new ACA environment 
D Population care management tools that allow for tracking and optimization of key prevention and 

disease management outcomes 
D An integrated, county-wide health information system for dinical, quality, and financial measures 
o Training and staff support 

17 Bectronic Health R3a:>rd: a longitudinal electronic record of patient health information generated by one or more encounters in any 
care delivery setting. lnduded in this information are patient demographics, progress notes, problems, medications, vital signs, past 
medical history, immunizations, laboratory data and radiology reports. The B-!Rhastheabilityto generate a complete record of a dinical 
patient encounter induding evidence-based dedsion support, quality management, and outcomes reporting. 



Summary ofHealth Reform Readiness Page 47 

IdentifY and Implement an IT Financing Strategy 

A diverse and sustainable financing strategy must be developed to support the resulting long term ITSrategic 
Ran. The Mayor's Office, Controller's Office, and the Committee on Information Technology (OJil) will be key 
stakeholders in supporting the final strategy. Purchasing and implementing a network-wide 91Ris not only a 
significant financial CXJmmitment but there is also a resource c6mmitment for leaders and staff to utilize the 
system to its full potential. HMAreCXJmmended two strategies to finance this large CXJmmitment. 

1. Partnerships. During the HMAengagement the following stakeholders were identified as highly 
interested or proceeding with 81Rimplementation. The key to this reCXJmmendation is to engage 
stakeholders in the planning process to determine the type of partnership and mutual investments that 
CXJuld help offset the CXJst of 81Rimplementation. EXamples of these benefits include the following: 
D For the UCFMedical CBnter, a shared 81Rwould significantly improve CXJmmunication and the 

sharing of information between s:G-1 and UCFproviders and UCFresidents, resulting in better 
care CXJordination. 

D For the UCFMedical S::110ol, training residents and performing research may be easier and more 
CXJst effective with quick aooess to client data through a shared &lR 

D For the S:m FrandSCXJ Health Ran (s=HP), an 91Rwill result in higher levels of CXJmpliance and a 
higher ranking among health plans. 

2. S::Jif-Rnancing. Of the numerous financing options explored through the HMAengagement, HMA 
reCXJmmended self-financing as a possible sustainable option. This option CXJuld improve long term 
financial performance and operations and would reinforce the CXJst-CXJnsdous culture created by health 
reform. 

In the long term, self-financing can be achieved through a change in DPI-fs CXJntrol over surplus funds. 
During its engagement, HMA pointed out that when annual surpluses are available to an enterprise 
organization, they can be used for needed investments in information technology, infrastructure, or 
other needs. In this arrangement, there is an incentive to find innovative, CXJst-effective solutions to 
challenges so that surpluses can be carried over and utilized for long 
term projects. 

O.mently, s:G-1 is listed as an enterprise fund within the Oty 
budget. s:G-1 and CA-l overall are still supported by and reliant on 
the aty's general fund. Conversely, the Oty can sweep any 
remaining funds at year-end back to the general fund. Snce any 
surplus monies if they occurred would be returned, the desire to 
find innovative solutions to operational and reimburooment 
challenges is muted since there is a lack of incentive to save or 
increase revenue. 

DA-1 and the oty will need to 
rommit to sgnificant 
inve&ments in human 
res:Jurces, information 
technology, and dinic 

facilities in order to meet the 
A0\requirementsfor patient 

care aroess and quality 
improvement, and to achieve 

finandal su&ainabilfty. 

In sum, the Network and CA-l should develop a clear IT strategy and sustainable ITfinancing plan, which include 
exploring potential partnerships and engaging the major financial stakeholders of the aty. 
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APPENDIX III: PARTNERSHIPS 

ACA Impact on Partnerships 

In light of the new healthcare environment which aims to oover 
more people, improve quality, and rein in oosts, partnerships will 
beoome all the more important. DA-l and the Network must build 
and strengthen its strategic partnerships and oollaborations to 
increase revenue and manage oosts. 

Partnerships to Increase Revenue and Manage Costs 

Ps discussed in Olapter 2, the recent DA-l reorganization and 
development of the S:ln Francisco Health Network (the Network) 
has established a new Managed care Office. Although the 
recruitment of a Managed care Director is still pending (who 
would lead much of this work), the HMAengagement identified 
key partnerships and risk arrangements to help increase revenue 
and manage oosts. · 

San Francisco Health Plan 

With HMA:s expertise, the Network worked dosely with the S:ln 
Francisco Health Ran (s=HP) 18 to create a plan to oontractually to 
set up oontracts for sharing capitation payments with oonsortium 
dinic partners. Moving forward, the Network must next work 
dosely with s=HPto aooomplish the following strategies. 

1. Medi-031 Expansion Population Enrollment S:rategy. The 
Network should work with s=HPto oontinue to reach out 
to the potential Medi-031 expansion population. 

2. flssess Division of Rnandal Responsibility. The Network 
should re-assess the current division of financial 
responsibilities with s=HP. This is spelled out in a oontract 
exhibit used by health plans and providers to identify 
payment obligations. By describing all service categories 
and designating the entity fiscally responsible, the 
agreement governs the risk arrangement between the 
organizations. 
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• Evaluated UCSF physician 
·group (CPG) risk-sharing 
relationship 

• Identified potential 
community partners 

• lnter\liewed SF Clinic 
Consortium leadership 

• Strategized plan with SFHP 
regarding Consortium 

Partnerships to Increase 
Revenue and Manage Costs 
• SFHP, Covered CA, UCSF, 

Labor 
Other Key Partnerships 
• Clinic Consortium, State, 

Local leaders, Business 

18 8:m R-andsro Health Ran: EFHPisa licensed community health plan that provides affordable health care coverage to over 80,000 low 
and moderate-inoomefamilies. It is one oft he two Medi-031 plans offered in EFCbunty and also actsasthe Healthy Sm R-andsro 
program's third party administrator. 
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3. EXplore R.Jtur~ Collaborations and Plans. The Network must as93SS the ament servires rereived as part 
of the four perrent administration fee to s=HPfor Medi-Cal administration and determine additional 
mutually beneficial investments and collaborations, such as the investment in an 8-lRsystem disaJssed 
in .Appendix II. s=HPwould benefit from a continued close partnership due to the expansive set of 
servires and providers offered through the Network. The Network would also benefit due to the large 
number of Medi-Cal enrollees and potential Covered CA. enrollees (if s=HP decides to become a qualified 
health plan on the EXchange). 

In the future, a successful partnership and enrollment strategy with s=HPwill result in an increased share of the 
Medi-Cal expansion currently underway and its related client revenues. 

Covered California Health Plans 

As described in the background section and in Cl1apters2 and 3, Covered CA. currently offers five qualified health 
plans for S:m Francisco residents. During the HMAengagement, the Network explored contracting with one of 
the five plans. As of the end of 2013, the Network still is not currently a provider within any of the qualified 
health plans. In the medium and long term, the Network shouid continue to pursue this possibility and Network 
leadership has committed to doing so through its new Managed care Offire. 

University of California, San Francisco 

As described in Cl1apter 3, the Affiliation .A{lreement with UC:Fis a critical partnership to providing the eystem's 
quality patient care, but it is also a growing cost that cannot be sustained over the long term, with an increase 6f 
more than seven perrent alone from FY13 to budgeted FY14 costs. In addition, UC:Fphysicians possess a 
significant amount of control over operational efficiency in the Network but HMA found without a clear and 
structured mechanism for accountability. Thus there is an opportunity for expense control through the 
successful management of thisll{jreement. 

During its engagement with DFtl, HMA recommended the Network re
evaluate, and through 'leQotiations, build a stronger and more strategic 
collaboration with UC:Fvia these strategies: 

D R3dure su-I operating costs and make the Network more cost
effective and market competitive 

D 81courage UCF and its faculty to support the goals of the 
Network through better accountability 

D 81courage UC:Fto support the DFtl operationally and 
financially (i.e., in the implementation or sharing of an 
Bectronic Health R3cord (8-IR) as described in .Appendix II) 

Through the HMAengagement, DFtl has already recommended the use 

An extensive delay in obtaining 
valid and reliable ucs= physdan 
coS: data was a major challenge 

in HMJI:sanalyss. 

To solve this, additional 
contractual reporting 

requirements will be added to 
the ucs= Affiliation Agreement 

over the next two years. 

of utilization rates as a strategy to refine and simplify risk-sharing under the capitated contracts between UaFs 
Oinical Practire Group (CFG) and su-I. In the medium term, the Network plans to continue to work with s=HP 
and UC:Fto develop a clear payment methodology and inrentive structure for the CFG 
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As a result of the HMAengagement and the lack of data necessary for tracking and analysis of UaF expenses at 
the hospital and Network level, HMArecommended the following strategies to bring the UaF Affiliation 
Agreement in line with more recent affiliation agreements across the country. 

D Alysidan Pay-for-Performance. Alysidan compensation based on performance metrics is growing 
across the country and is now more common than not in group practices. At-risk compensation 
amounts to about 7 percent of physidan pay, on average. R.Jblic hospitals have been generally slower 
to adopt "pay for performance'' for physidans. Bien fewer public hospitals that contract with 
universities utilize this practice; however, several notable public hospitals have begun such incentive 
programs and more are considering their implementation, induding New York aty Health and 
Hospitals, Minneapolis' Hennepin Cbunty, and !:enver Health. Cbmmon components of compensation 
goals for physidans indude productivity, quality of care, and other institutional goals related to 
operations and finance. 

D Metric Requirements, Ask-R3ward A"ovisions, and Contract Management. In the medium term, 
additional risk-reward provisions through the use of metrics should be explored, as well as doser 
contract monitoring and management. 

D R3structuring for Accountability. In the long term, a re-assessment and potential restructuring of the 
Agreement to ensure a dear mechanism for accountability. 

o Benchmarking Assessment. In the short term, additional benchmarking of affiliation agreements 
between hospitals and academic institutions is needed to inform the types of reporting requirements 
for the Agreement. 

Labor 

In health care markets, employee organizations and their agreements with health provider organizations 
significantly impact the cost of doing business. The Oty values its employees as the most important asset in 
providing quality health care to its residents. However, according to HMAmany of the Network's private and 
non-profit competitors, as well as other public health systems across the country, have the ability to change 
faster than in S:m Frandsco. To meet the goal of adapting to the new environment, therefore, DA-1 and the Oty 
must identify and effectively strategize for the outcomes most important to the Network's suocess in its labor 
agreements. 

During the HMAengagement and during DA-l's roll-out of the new Network, DA-lleadership reached out to its 
employee organizations regarding the updated changes. DA-1 and the Network have committed to continue this 
outreach and partnership, which will be crudal to fadng the health care changes together and making the 
Network and the greater health system viable into the future. 

During the HMAengagement, some benchmarking data on staffing and volumes was gathered, as available. This 
will help the Network assess staffing needs (supply) versus volume (demand), as described in Appendix II. s=G-1 
has committed by the end of FY14 to begin to supply data to a shared database sponsored by the University 
Healthcare Cbnsortium and will have the ability to receive benchmark staffing and volume data from peer 
hospitals. An additional product is still pending from HMA regarding budgeting and staffing for the new building 
at s=G-1. This improved information, combined with planned collection of Network performance metrics, will 
aid in developing a dear strategy and attaining a strengthened relationship with the Network's labor partners. 
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Other Key Partnerships 

Clinic Consortium 

The S:m R"andsco Oinic Q:msortium is a group of oommunity-baood, non-profit health dinics, indusive of a 
select number of the Network's oommunity dinics. During the HMAengagement, DPH interviewed and informed 
Oinic Consortium leadership to diocuss and share the new Network's strategy. In the medium and long term, 
the Network and its Ambulatory care leadership need to oontinue to engage the Oinic Consortium, assessing 
this partnership and the a$0ciated opportunities and risks. 

State of California 

k. diocussed in O!apter 3, it is essential that the Network maintain a positive working relationship with the 
state, pursuing opportunities for improved reimbursement and new programs. The state will remain a critical, 
ongoing source of funding in the new environment, playing a central role in key revenues such as Medi-cal rates 
and R3alignment funding. A ease refer to O!apter 3 for specific initiatives and strategies. 

Local Leaders and Decision Makers 

The dty and O:Junty of S:m R"ancisco'sdepartments, the B::lard of SJpervisors, the Health Commission, and the 
Mayor's atice have historically provided strong financial support for the DPH mission. In the short term, DPH 
must educate local leaders and decision makers on the impact of health reform on DPH and the entire health 
care system in the city. DPH leadership in oonjunction with the Health Commission has oommitted to look to 
target support to the areas that will have the most profound and positive impact on the health system's 
operational and fiscal future. 

Business Community 

k. a key provider of health care ooverage, the business oommunity is a key stakeholder that DPH must oontinue 
to have an open dialogue and partnership with for ACA to succeed in S:m R"ancisco. 

The Mayor's Universal Healthcare Cbuncil (UHq, a diverse group of public, business, health and education 
stakeholders, was re-oonvened in 2013 to identify and assess issues resulting from the intersection of the ACA 
and the Oty' s Health O:lre S=lcurity O"dinance (HCID). The 41-member UHCwas oo-chai red by Director Barbara 
C?ercia and Dr. S:mdra Hernandez, former (B) of The S:ln R"ancisco Foundation. The data-driven process did not 
seek oonsensus from all members, but did examine S:m R"ancisco' s implementation of the federal ACA and 
provided a summary report with oollected reoommendations from the group. 

k. health reform and its impact on the business and labor oommunities unfold over the next few years, DA-1 and 
the aty must remain engaged in the issues and challenges that arise . .Additional information regarding tlie UHC 
can be found at http://www.sfdph.org! dph/ oomupg/knowlool/uho' default. asp. 
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City Hall 
Dr. Carlton B. Goodlett Place, Room 244 

San Francisco 94102-4689 
Tel. No. 554-5184 
Fax No. 554-5163 

TDD/TTY No. 554-5227 

MEMORANDUM 

TO: Barbara Garcia, Director, Department of Public Health 

FROM: Lin.da Wong, Assistant Clerk, Budget and Finance Committee, Board of 
Supervisors 

DATE: October 27, 2014 

SUBJECT: LEGISLATION INTRODUCED 

The Board of Supervisors' Budget and Finance Committee has received the following proposed 
legislation, introduced by Supervisor Farrell on October 21, 2014: 

File No. 141097 

Ordinance amending the Administrative Code to authorize the Director of 
Health to enter into managed care contracts for the provision of services to 
individuals covered under federal and state programs including subsidized 
health coverage for low income populations. 

If you have any additional comments or reports to be included with the file, please forward them 
to me at the Board of Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San 
Francisco, CA 94102. 

c: Greg Wagner, Department of Public Health 
Colleen Chawla, Department of Public Health 



Introduction Form 
By a Member of the Board of Supervisors or the Mayor 

Time stamp 

I hereby submit the following item for introduction (select only one): or meeting date 

IZI 1. For reference to Committee. (An Ordinance, Resolution, Motion, or Charter Amendment) 

D 2. Request for next printed agenda Without Reference to Committee. 

D 3. Request for hearing on a subject matter at Committee. 

D 

D 

4. Request for letter beginning "Supervisor inquires" 

D 

D 

D 

D 

D 

~------------------~~--------~ 

5. City Attorney request. 
r---------------~ 

6. Call File No. from Committee. 

7. Budget Analyst request (attach written motion). 

8. Substitute Legislation File No. IL___ _____ _J 

9. Reactivate File No. L_l _____ __, 

10. Question(s) submitted for Mayoral Appearance before the BOSon 
~---------------------------' 

Please check the appropriate boxes. The proposed legislation should be forwarded to. the following: 

D Small Business Commission D Youth Commission D Ethics Commission 

D Planning Commission D Building Inspection Commission 

Note: For the Imperative Agenda (a resolution not on the printed agenda), use a Imperative Form. 

Sponsor(s): 

Supervisor Mark Farrell; Supervisor David Chiu, Supervisor David Campos 

Subject: 

Administrative Code- Department of Public Health Managed Care Contracts 

The text is listed below or attached: 

Attached. 

For Clerk's Use Only: 
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