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FILE NO. 141097 

AMENDED IN COMMITTEf 
11/5/14 

ORDINANCE NO. 

1 [Adminis~rative 8ode - D~partment 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 Arial font. 
Additions, to Codes are in single-underline italics Times New Roman font. 
Deletions to.Codes are in strikethrough italics Times1'lew Romanfont. 
Board amendment additions are in double-underlined Arial font. 
Board amendment deletions are in strikethrough Arial 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 Sedion 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. 
i 

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

19 safety net health care services provided under a managed care model, bv. 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 of 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 federallv-subsidized health insurance for· 

24 versons with incomes up to 400 percent of the poverty level. 

25 
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1 (2) The Department of Public Health's (''DP H") mission includes the provision of high- · 

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

3 access health care through federally- and state-subsidized programs. Historicallv. DP H has fulfilled 

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

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

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

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

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

9 with insurers. Otherwise, current and prospective DP H clients will not have the option of selecting 

1 O DPH as a provider. IfDPH cannot offer itselfas a contracted provider, continuity of care will be 

11 disrupted for those who have long histories with DP H health care providers, and DP H will lose 

12 1 revenue due to reduced patient care . 

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

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

15 for insurance under the Affordable Care Act (''ACA ")(see, 42 U.S.C.A §18091and26 

16 U.S. C.A. §5000A). In 2016. the federal government plans to reduce the Disproportionate Share 

17 Hospital program. which has been a source offunding for safety net providers, like DP H for many 

18 years. Similarly, under AB85 (June 27. 2013 ), the State of California will recoup indigent health care 

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

20 are expected to replace those revenues by increasing enrollment ofpersons who.are newly eligible for 

21 managed care insurance programs. 

22 (5) Shortly after the passage of the ACA. DP H entered into a year-long Integrated 

23 Delivery System planning process. which concluded that to remain financially viable under ACA, DP H 

24 must transition from a "provider oflast resort" to become a ''provider of choice" to retain clients 

?.5 newly enrolled in insurance under the ACA. 
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(6) In February 2013. DPH and the Controller's Office jointly launched a Health 

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

specializing in healthcare. The Controller's summary report of that effort. on file with the Clerk of the 

Board of Supervisors in File ~o. 141097. concluded that in order to maintain excellence in patient 

care and financial health. DP H should focus on increasing "the number ofinsured and covered clients. 

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

Reform Readiness Assessment also recommended that DPH increase the number ofinsured patients in 
\ 

·its network by 3 0. 000 over the next five years. The timely ability to enter into and modifj; managed care 

contracts is critical to achieving these goals. 

(7) In July 2013. the City convened th.e 41-member Universal Healthcare Council 

I ("UHC"). engaging a wide range ofstakeholders to examine San Francisco's implementation ofthe 

ACA. The UHC Final Report 2013. on file with the Clerk ofthe Board of Supervisors in File No. 

141097. adopted gu.idingprinciples. including: a commitment to "full implementation of the ACA in 

San Francisco;" "maximizing enrollment of San Franciscans into the new insur.ance opportunities 

created by the ACA:" and sharing responsibility among all sectors ofsociety. including City 

government. to "reduc[el the number ofuninsured·residents and ensur[el access to care." To meet 

these expectations. DP H must be given the administrative tools to (ully engage in implementation ofthe 

(8) The ACA requires the creation of state health exchanges to provide options {or 

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

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

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

compliant with federal and state regu.lations under the ACA and subsequent legislation. 

(9) Covered California provides the key means {or individuals to comply with the 

individual mandate in the ACA. Through Healthy San Francisco and other programs, DPH has 
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1 historically provided health care for a large number ofindividuals, 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 0 0) The onlv 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. DPH currently serves approximatelv 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 Calitornia, they will no longer be able to receive primary care. preventative care,· 

9 specialty care. and other services -from DP H. and will be forced to move to another provider. unless 

10 DP H enters into contracts with those insurance ·companies. 

11 01) 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 

1 .3 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 {k) Acting under Charter section 9. 118. the Board of Supervisors 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 .tor-service arrangements. fully capitated arrangements where DPH receives fixed monthly payments 

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

23 ofthe tWo. The term of any such contracts may not exceed three years and shall terminate no 

24 later than December 31. 2017 and shall be subject to the review and approval o[the Controller tor 

"5 
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1 consistency with the terms ofthis Section 21.~4. The DPH annual budget shall show the revenues 

2 from the contracts as capitation rates or patient fees (collectively "Rates o(Reimbursement"). 

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

4 21.14. shall be equal to or higher than either (1) Fee fot Service: the California Department Health 

5 Care Services (DHCS) published Medi-Cal fee for service rates. which are updated monthlv and posted 

6 at http:llfiles.medi-cal.ca.gov/pubsdoco/rates/rateshome.asp.· or (2) Capitated Rates: the average of 

·7 per-member-per month rates for Medi-Cal managed care {or Aid Codes Family and Medi-Cal 

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

9 http://www.dhcs.ca.gov/dataandstats/reports/Pages/MMCDFinancialReports.aspx. For the purposes of 

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

11 this Section 21.44. the Controller shall consider net payments the City will receive [or health services 

12 vrovided by DP Hafter removing administrative fees and other amounts that state law allows the San 

13 Francisco Health Authority or other provider to withhold. 
. . 

14 (d) No later than January 1. 2016, and every i'.vo years, thereafter, the Controller. in 

15 coordination with DP H. shall conduct an analvsis of health care services payment rates to ensure that 

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

17 comparable he~/th systems. and identiQ; opportunities to improve contract terms. 

18 (e) The Director o(Health shall provide quarterly reports, commencing on between 

19 September l, 2015 and December 1. 2017., to the Health Commission ofthe contracts approved 

20 under this Section 21. 44. and the aggregate amount of reimbursement and revenue generated The 

21 Director o(Health shall provide an- annual report§, no later than July 1. 2015. July 1. 2016. and July 

22 1. 2017 and each July first, thereafter, to the Mayor and the Board o(Supervisors. indentit\fingffis 

23 the contracts approved and the aggregate amount of reimbursement and 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 
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10 

11 

12 
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APPROVED AS TO FORM: 
DENNIS J. HERRERA, City Attorney 

By: VI~~~~ Fw 
Deputy City Attorney 

n:\legana\as2014\ 1500221\00969425.doc 
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FILE NO.. 141097 

AMENDED IN COMMITTEL 
11/5/14 

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 
I 

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.equai 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/MMCDFinancialReports.aspx. 

These contracts must expire by December 31, 2017. They will reviewed and approved by the 
Controller. Additionally, by July 2016, 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 
rea.sonable 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 until 2017to the Health Commission 
regarding 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. 

BOARD OF SUPERVISORS 948 Page 1 



FILE NO. 141097 

AMENDED IN COMMITTEL 
11/5/14 

Background lnformatio'n 
) 

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 federal 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. 

This legislative digest reflects amendments made by the Budget and Finance Committee on 
November 5, 2014 to require that the term of any contracts approved under this ordinance 
expire by December 31, 2017. 

n:\legana\as2014\ 1500221 \00965644.doc 

BOARD OF SUPERVISORS 949 Page2 



BUDGET AND FINANCE COMMITIEE MEETING NOVEMBER 5, 2014 

Department: 
Department of Public Health (DPH) 

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 thro!Jgh 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 approvaf 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. 
I 

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 
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BUDGET AND FINANCE COMMITTEE MEETING NOVEMBERS,2014 

MANDATE STATEMENT/ BACl<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 subject to 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 th.rough 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 

9 

951 

BUDGET AND LEGISLATIVE ANALYST 



BUDGET AND FINANCE COMMITTEE MEETING NOVEMBER5,2014 

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 approximat~·ly 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 s.uch contracts are (1) for a term not-to-exceed three years, (2) approved by the 
Controllers 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 r~ceived, 
(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. 
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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 _receiv·e 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 ?ervices) 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 significa11t 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 Legislative 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. 
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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 20-13 
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 htto://www.sfdph.org/dph/cornupg/knowlcol/uhc/default.aso. 

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 proyide 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. 

l. 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 Frandsco 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 publidy-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 5003 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 (ESR), 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 15.23 in 2009 to 13.63 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 703 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 2010. 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 ist, 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, Anaiysis of Annual Reporting Forms, 2010-2012. 

2 
United States Census Bureau, American Community Survey, 2009-2012. 
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employees, is effective January 1st, 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 er:1ployer. 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 24.63, 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 er:nployers (163) 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 
(53) 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 a'.1d 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 expendi_ture 
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 bu.sinesses 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 services" 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, induding 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 employees, 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 (133) 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 U$e 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 new cove.rage 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 
• •• •, ·, ' _, .... - --.~-.'·~ ., ,, __ ,,,,...._ ••. - -,~\· .,.. ",". • ···~- ···: }_., ... ,.~ .,.,, -;-- .......... __ ,_~ ·~- .......... , :"--:"·:· ., ·::···~:··'.' .• 7"' ~-- •••• ~-. '."'''.''' .... ~· 

.·· · · · :. : · · ... ,..;: ,~ ' . und6¢LJrnerit¢.iciJriimigrants: 
'· '·· .· • part~tiri1~·ernt?1oyee$:- ·. > ,- .. 

· i~d·i~iduals ·· ... •' . EmpJ6ye~sqfsfoaH&µ5iness< . 

(:• , .'·•· •::-. ::·.·~.···· .•. ·.i~ci~l~u~1s.WiiRc~r~~vJr. ~d1a~ces Jri .• Exi~ting stand-01~0~.-HRAs· 
· · · •·.·· >; ; .. >: <. : • . !ridividu61_s 2r1oOsing fo pcfY p~n9lties_ · · · · · · · · · · · ..... , 

Employers 

• city.· 

·. . : -~- ... . .., . ..:.. .- ' 

• Small businesses (20-49 employees) 
• Businesses relying on stand-alone HRAs 
• · Businesses choosing to pay penalties 

· • . Public heal.th care system .. : . 

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 
betwt;;en 138-4003 of FPL ($15,856-$45, 960 per year) when purchasing insurance on 
Covered California. The amount of the subsidy declines sharply between 250-4003 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 9.53 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 er:nployer'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 \)Umbered 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 it$ current form with robust monitoring and 

enforcement. 

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

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 24.63.) 6 

7. Tether health care expenditure rates to costs on Covered California, rather 
than to the 10-County SuNey rate. 

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

5 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 753 (for large employers) and 503 (for small and 
medium employers) of the average contributions made by the 1 O 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 l 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 Reimbursement 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 reimburse111ent 
account funds to be transferred to the Department of Public Health to help 
defray the costs of indigent care. 

Healthy S3 n Franc is:: o 

15. Expand Healthy San Francisco eligibility to cover San Francisco residents not 
eligible tor 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 h~alth 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. Disseminc;de 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. 

8 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 non-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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2013 UNIVERSAL HEALTHCARE COUNCIL MEMBERS 
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.. •. Profess.or & Chair\of Family Practice; UCSFiSFGli; co~Direcfor: UCSF 
. -Clinicartra"ns!Otiqnal Scienc~ community Engagement and H~alth 

··. · · Policy Program;. Co-Director, UCSF. Cer:ite(for Ex.celleric_e iri Primar'f . tare"-. · · · ··· ' , .-. · ··' · .... ··-.·-~·-___ ......... -· ·. · · 
President, CAL Insurance & Associates; Founder, Small Business 
California 

P;licy bire~tor, ~F M~dical s~~iefy .. 
: .- - .... - .-.- -2· •• ·- •• . .•• 

Chief Executive Officer, The San Francisco Foundation 

.. Chair, UC B~rkeley Center for Labor Researc'h and Education , - .. ' . . . -·-· .. . - . . . . .· 

African-American Community Health Equity Council; Executive 
Director, Black Coalition on Al_DS 

. . . . -·:: .. . . . .. - . ~ : . ·. -

Chief Executive Officer, UCSF Medical Center 

Research Analyst; Unite Here Local 2 

.. Senior Vic~ P~esident, SF Chamber of Com~erc~ 

President, San Francisco Health Commission 

· Director, Workf~rce Devel~pment, United Healthcare Workers - West . 

Chair, Public Employees Committee, San Francisco Labor Council 
.· - . - . - - . - - . 
. ~rihcipal, Scarborough Insurance Agency·. 
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Last Name 

Pappas 

.. fii:i~~:griT;'c/ 
R.horer 

Rose 
·< 

Rosellfie1d · ~ · · ·. 

Santiago, DPM 

Smit~ 
.. _· ,.·-. 

Snay 

Stead~Mendei 

Storey 
. . . - .. . 

. i"horn6s · '. 

·Thomason 

Valdes, Mo 

Wright 

.Wuisin,Jr 

Wunderman 

·Yee 

2013 UNIVERSAL HEALTHCARE COUNCIL MEMBERS 

First Name Organization 

. Michael : Executive Director, Interfaith Council 

. Executive Director, San .Francisco H~man Services Agency 

·. :·.·e:fi~irn~~~:_,\· •• :~~~"~l~~~·~rg~~~fr~;1f§'.~~;f9-R;~t~~?is1;r.FoUn~fotfa'i1 .Hospitais·. ·· 

L. Wade Vice President, External & Government Relations, Dignity Health 

. s~n:.•··- ··· .. , .. ·· ;·a;gti~,1~K~w·;~8'¢83hW6ts~~:~rci~~i~2;;> 
.:~ --·:·; c • .:~-~-' , _ ~ - ' ·, . .' :~·::/ ~··· ~-•. '-.,"f . .o:- >.:.:. ::: ',; , , -'' ~· •· .'. .. ·: .. :.,,'.:.-~' ;; -- ,·~:;.': . '.\"r ; .. ·., :···· ' 

Amor 
... , . _._ -

Ron.···· 

Abby 

Brenda· 

· . Laurie · - . . . .. 

Richard 

Ana·· 

Chris 

Lu di en 

Jim 

Brenda 

Asian & Pacific Islander Health Parity Coalition; Executive Director, 
. AP A Family Support Services · 

.• Regional Vic Ii Presi'derih Hospital Coqncil of Northern ~::md Central 

Calif9rnip · ·•· '..' , · : 

Executive Director, Jewish Vocational Services 

. Depu~ ~.:~~tiV.~.RiI~?tir.__field &·_Programs, SEIU Local 1 O?l · 

Executive Director, Mission Neighborhood Health Center 

·• R~~e Pistoici & Ros~·s·ccif~ · · . 
Director, Health Care and Coverage, Blue Shield of California 
Foundation 

Medical Dir~tt~r.:st Anthony'sCliniC: 

Executive Director, Committee on Jobs 

_ '~e-~utive_ bire~to!d~d Founder; l~;ure:the Uninsur~d Project 

President/Chief Executive Officer, Bay Ar~a Council 

. Chief Exec;utive Officer, c:hinese Hospital· .. 
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Attachment 2 

The following is a compilation of key data examined by the 2013 
Universal Healthcare Council. Some of the content has been 
updated to reflect information that became available during the 
course of the UHC deliberations. More context and detail can be 
found in the full issue briefs and follow-up materials presented at 
UHC meetings. The information contained herein represents the 
City's best understanding to date of a dynamic situation, and 
some graphs and charts have been updated to reflect changes 
since the data's original presentation. This information is not 
intended to serve as legal advice regarding the ACA or the HCSO. 
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Attachment 28. Insurance Status in San Francisco 
The graphs below detail the characteristics of San Franciscans •.ivith and vo'ithout health 
insurance. Data reported are from the 201 l American Communiiy Survey for the Cit)." 
and County of San Francisco. 

Most San Frandscans have private lnsurar.tce 

Mo·st San 
Frandscai:rs get 

l:Jea1th insurance 
through 

employme rrt 

Annual tnc.-ome 
2tl ' l!.2% 

15 

Those with 
higher inrnmes 
are mDre likely 

ro have 
i nsu ro.rn: e 

0·24.9 :ZS-49.il S0•74.9 7S·il9.9 100+ 
Ooft<>n.{lho~l>lll) 

Tlms,e working les.:>than full time are more llkeJyto buy 
lnsurnme o.n their own 

Among all San Fr:and;tans, 1:8-£4 year olds, those who .are unemployed, and those who work p,an t1mf have the 
hfghe~trates a.f u:n1nsuranH~ · 

emptoyrnent$tat11$ 
35 lS 

~o 
21l 

i~ 

w lS. 

1S 10 
10 

s s 

0 0 
GS+ EmplO)'~<l Unomplo~ Not In '"bur 

fti<W 

Among those w1tlmut Insurance, the majority are emi;loyed, work part-t101€, and earn less than :$50,DOO p-er year 
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Attachment 2C. Residually Uninsured 
a) Of the -84.700 uninsured San Franciscans. -60,000 are served by Healthy San Francisco 
iHSF) and SF PATH, 'Nhich is a program that will automatically transition enrollees into Medi
cal in 2014. Given historical uptake rates and experience vvith the HSF population, 
approximatet{ 25,000 of current HSF/SF PATH participants are expected to successfully enroll 
in ACA coverage. 

b) Using UC Berkeley's Ca1Slrv1 model to estimate insurance uptake rates among -24,700 
uninsured persons non enrolled in HSF/SF PATH, DPH estimates that a total of-49,000-53,000 
San Franciscans are likel\' to remain residually uninsured in 2014. The total residually 
uninsured number reflects persons ineligible for ACA coverage, as well as those who may be 
eligible but are unlikely to enroll for a variety reasons. 

a: Expected 
Transitions Among 
Healthy San Francisco 
(HSF)/SF PATH 
Participants: 

"!'~;,~i;~~)i:£;.· 
·, HSf & SF PATH,'.·· 
··:· · Participiihti : ·: 
<;.'.··r .·.·-.··, 

-. 
-•';-.. _.-,_.'._:., 

b. Total Residually Uninsured Estimates 

Healthy San Francisco Uninsured+ 
non-Healthy San Francisco Uninsured 

Who iseligible for 
insurance? 

-. "···· -,-
19,SOD (33%} 

lnellclbl~. 

Low 

What are they 
eligible for? 

1Z,SOOC31%) 
C:O.er.,dCA 

Mid 

Who will enroll? 

. 1S,SD0(3li%) 
Eli;llble but not ~;irokk?d 

High 

rJifillJ~fi91.1?1Kf9r~~£~i}~~r~:m;~,t~Ir~'.@~~~filrt'~;r~£8)1'.s\t~,~~~1:5§:x~:\~"s;0;'.:':f'.~t~~£~:§~ i 
Eligible-Expected to-Enroll 31,395 33,607 35,362 

f:}E\~Eli]!i~~Pke'lyf'B"?JI~-§]!~@~1§20~0I£~':~~-}::~f;'.2z~"i~~sE1E~t~ILtE1~I:f,~;;~:?~r:~[~a~ITf:~;i 
Total lneli ible · 25,975 · · 25,975 · 25,975 

Residually Uninsured as% of Total Uninsured 583 
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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. 

f. f=Covered Employer 

• 9 covered Employee 

•.------., 

HRA=Health Reimbursemen.tAccount 
HSA= Health SavingsAccount 
llllRA = Medical Reimbursement Account 

974 

:"Effectiv.eJanuary2014, the AC\ disallows 
HRAs that are not integrated with group 
health insurance. 

•EffectiveJ.anuary2014, excepted benefit 
H RAs will b eal!owed undertheHCSO. 
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Attachment 2E. Comparison of ACA Employer Provisions and HCSO Employer Spending 
Requirement 

Covered 
Employer 

Em.player 
Resi>onsibllify 

Penallies 

Enforcement 
Agency 

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

Bl.lsinesseswith50+full~timeequivalent 
(FTEJ employees 

. Offer affo~da b le self-Only health 

insurance (defined as covering at least 
60%of health cost;with employee 
contribution <9.5%of household 
income} to all covered employees 
(defihedasat least95%ofFTEsj 

• Employerswith200+employeesmust: · 
automaticallyen~oll employees in 
heaith coverage. Employee may refuse. 

For no coverage: $2.0CJOannually/FTE · 
beyond the first 30 

• For unaffordable coverage, lessero.t 
• $2.000~iinually/FTE beyond thefirst30; 

or 
• $3,000annually/employee purchasing 

subsidized coverage on Covered CA 

Uni.fed States Int em.al Revenue Service (IRS] 

975 

Employers with: one employee working at least 8 
hours in SF and: 

·• 20+ empl~y~es (medium, for-profit] 
• 5o+ employees (medium, non-profit] 

100+ employees (large, regardless of profit 
status) 

Make minimum Healt~ Core 'Expenditures (HCEJ 
for all covered employeesvia: · 

Health insurance 
• Health reimbursement accounts 
• Payments to the City Option 
•. Any combination of the above, or 
• By any other means that provides health care 

or reTmburses healthcare costsforcovered 
employees 

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

• Failure to submit annual reportin·gform: 
$500/quarter 

• Retaliation against employees: $100/ 
iargeted employee/day 

• Not allowing City access to records: 
$25/employee with missing recordsfday 

• Failure to maintain accurate or complete 
records: $500Jquarter 

San Francisco Office of Labor Standards 
Enforcement (OLSEJ 
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Attachment 2f. HCSO Compliance: The Numbers: 
The charts belo\1v are taken from the Analysis of the 2012 Healthy Care Securitf Ordinance 
Annual Reporting Forms. conducted by the Office of Labor Standards Enforcement. 

"' 

Chart 1: Submissions by 
Bmpl-0yer Size 
(f~204Total) 

~ ooo· 
..... 
0 -i 400 

z 

Cbart3: Reported. Health Care 
Expenditures 

($1,881.7MUlion Total) 
$1,699.J. 

~ $1..ao<> Tc~~~$JJ~~ -
~ $t.6o<> T- ----·------·-.. ~---~-.. -· 
& 
~ $l.·JOt:J. · -~-~-~·~-

$l.200< 

$1.000. 

$90(} 

$600-

$400 

$200 

$0 

J 07.2 $S-5.l 
mllllt>ll mllHon $20.4 
(5.7%} (Z.9"1i>) 1olllfon 

•'---,-----...c~1., 
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Chart 2: Covered Employees 
(263,674: Total Employees) 

. 1(1s;:U61 
(41.3%) 12-0 .. 000 

.. t 10(1,(l(J(I +-----------
>. 
.s l t 80,000 1--------~-

i 60,0GO -+~----~ 
~ l 
~ 4-0,ooo .L-.,,.~-~--
~ /24-,5'9$ 24.l79 
I; '(9.3%-) 9,2%) 
~ 20,00-0 ·1- ,,____ :---

' G 1· 

ln 2D12, 4,204 employers made $1.SS billion Jn 
health care expenditures to cover 264,674 
employees. Whlle 49% of covered employers are 

~rnal1/medium business.es.· {20·99 employees), 
-82% Df cover-etl employees. work for large 
bus:inesses. with moore than 100 employees. 90% 
of all health eare expenditures. made by 
employers are for health insurance premiums, 
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Attachment2G. HCSO Compliance: The Numbel's 
Th.::: ':i'Ktrh bE:IC·"M are- 1<:iken frorn tt-,.,_, Anoly-sif; of th€- 2012 Heollf·1y Cor-s Seo..1rity Cndir.once 
.A1-.r-1u;:1I P-=t=ic>rlinsi f-.:i:n-r:;, c:ond•.Jcted bv thi:= •')ffice c .. f L·:1bc•t ~.k1ndr:uds Er1fori:<?rno:r1L 

BS% (•f HC:.1:-' •:.c•'-1ered '8tT1plov.;,r:; •:iff>?.r heolth ins•.non·:e ti:· ~;.:1rn~ •:>1 oll (•f thBir ·2rr1pk·ye.as (o), 
ctr.cl u·:;.;; c·f HR.As i::. hi:~1hest ci1i-1c,nq busiriessE-~: 1Mitr1 2Ci-99 empk·yees (bJ. 

a.J:Q.M.P~l~NC~ STRl?;T£GlES 
- - -

COMPUA~ICE STMTEG'V 

Health Insurance onrv*. 
'· H~~lth 1ris~~a~i:eY~ dtv 

HUfylJ?ER Of 

EMP~OYERS 

2407 

.% Of 

TOTAL 

57.3% 

Optfon . . . 590 . '14;0%'' . 
··.t1~~iih ·,;;;~;~~~~* '.i'.iiilA' · · · · · · ·'. ·12c;· · :· · ., · ·.· · ·· · · 11.13:: · ·· · 
1· ;.., •• • •h ._.~ I ,. ; • • " < , "' ' ._ •• 1 I .. .j. o· •.I • "'- I • ~ I >- ~ t >- ~ • • l I • + j t t I • ., ~ < • l ._. ~ • • ':' l 0 • ,; • '· j I ..-

dty oiitfor.:oi:ilv: 143 :s.4% 
···""~·&;;1?· ··· ····· · ·· ·· ·· · · · ··· ·· ·190· · ·· ···· ··· · · · ·4:53··· · ··· 
: ~~~~~~:~~~!~~:: :: :: : ~:: ::: ~:: ::: :~E'.: ~: :~: ::: ::: :~~~?~: :~~: :~ 

Total Emplovers 4204 io0.0% 
l~·-; .. •~·••-•••I~>••"'•'"•' ·~•· .• ,.,+•!• \" l~ .. .., .,., .••• , >• •~~I"•••·•• 

Total Uumberof Efnplo'l'ees (E&) 20~49 EEs 
-~ ..... ·--· ·--- --······-··--··· -- -~-·-··~ -------·-

, Einployer~· ~i~h H~s in .. ~0!2.(#) · 336 
.. . - -----·-· ··-··· 

. 50-99 EEs 

2'.L2 

100-!l-99 EEs . 

223. 

5.[lO+ EEs 

225. -~-; 
Erriplovers with HRA in2ti:t2(%). 26.0% 28.S% .22.2% '.L9)i:::i 23.7% 

:--~-~~~'r f ~~~~{.~;~~~~l~~~f!.~~~-TI!~:~?~f:~~?:J:;:~-iJ~~;~~~-:~;~.:~;(;:,t~3~~1~JIK:-\tt~(·:;;;::~~~~~£~~-
Bl/ -cross referencing: the number of Covered Ci)ployees 
~eceMng: Health 1n$urance with the nun1ber participating 
in H RAs; 'o LSE estim'ates t11at :a mininium tif 658 empi~ yers 
·subject to the HCSO (16% o{all) alfocatedfunds to at foas:t 
une sfand-afone HRA in 2012.: 

f.lumber.of Employees (!:Es) 20-49 E& .50-99 EEs. 100-499 E& S.00+ E~. Total 

.... :.~~~f~~~#.~~~~:~~~~-~t1~~~~t'..:.-.'.~~fF-,: .. ~-.~ ... ~~~~~.:,-.: .....• , .... ~!:?3~F[,.: .. :.¥;:i~~·.•.l. ~ .l!~-.: -

Number of Employees (EE>) 

By. c~oss referencing the ·number of Covered Employees 
receiving Health Insurance ~ith the number partidpating in 
·HAAs; o'lsE estimates a minifl:ium ~ 35,469 HCSO covered 
employees\13% of all) had .stand-atom~ HP.As in'201.2. 

20-119 E& · 50-99 E&· 100-499 Efs ·500+EEI: Total 

__ , 

'Eluployees Receivlrig city, _·. . . . · ' " · .. ··. . · ·.· ·· " 
.. ,, .. _. ~·- ...... . ~.i!.~i#.~~~~.~!.~?.i!~~~:.~;,.:-,i.·1El ... ~:.,~; ...... ;~~~~~- ...... , .. ?.~~~~; •.. -... ,. -~~~~.~ ..... . ~~'!.o.i.:-.. · 
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Attachment 2H. Comparison of Health Reimbu11ement Account (HRA) and City Option 
Medical Reimbursement Account [City MRA) 
This chart represents the City's best understanding and interpretation of available federal 
guidance. It does not constitute legal advice or opinion. 

End of year funds 

Funds at termina6on of 
employment 

Types 

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

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

- - - . . 

Revert to employer. (HCSO requires· 
HRA funds to be available to employees 
for90days aHerseporationfrom 
employment.] 

• Carryover Health Care HRAs-
• Excepted BenefitHRA.s-

978 

. Roll~ver. (CityMRAfundstechnically 
reverHotheCityafter l 8consecutive 
months of non-use. However, in · 
practice, the funds roll over in perpetuity 
and administrativet>;closed accounts
are reacfrvated at e_mployee's request.] 

. Remain avaifablefoemployee 

N/A 
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Attachment 21. Impact of ACA Insurance Market Reforms on HCSO Compliance Choices 

HRA 

Employer Impact Employee Impact 

·. • •Employer must also~ffer health 
insurance unless employee is covered· 
by spouse's in~Drcmce or1iRA only 
coversexceptecJ benefits: .. 

• Excepted benefits HRA may stand 
aloi-ie 

• Must.be "reasonably calculated to 
. benefit employee" · · 

• · Tax favored 
Unused funds may be returned to 
employer ofter 24 months. · 

979 

• 2013carryoverbolancesare 
considered minimum essential 
coverage 

• U nrestrTcted carryover HRA funds may 
he used to buy unsubsidized ihsurance 
on Covered CA 

• Eligible.forsubsidies month ofter spend· 
. down or permanent opt out 

• · Excepted Benefits HRA provides only 
limited benefits to employee 
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Attachment 2J. Financial Considerations· Individuals and Families 
The total cost of health care includes insurance premiums and out-of-pocket costs, vkiich include 
deductibles, co-pays, and co-insurance. for individuals and families., age, income, household size, 
and emplo~;ment status are key determinants of the availabilit}' and affordability of health care 
coverage. The ACA imposes limits on annual out-of-pocket costs for individuals and famines: 
how·ever, these costs vary greatly depending on a person's rate of utilization and health status. 

atSOEmployerMinillllllll lf$tltliCa~ l:xpendrtutes 
{per C'o11111i'ed Employee per Year) 

lie ---·-----~--·-··-··---~~--·-------·-- -···-~-···-· ··----
• It • • ~ » » ~ • 

,.,."""""'~""w .. ~1ir-~ 
~.m. s~.m it,111> $1~.tti fl!Ml si,,m ni,.i:o S$lH $2~m 

c~~""'Yu>>tn""""""",,,..,.!Sl 

lls1ng: 2D14 exp-endlture rates, a person 
empJ.oyed full-time in San Francisco can expect 
between $3,300 and $5,000- in annual he<ilth 
care exp.enditures from his/her employer, 
depending on empfoyersiie. 

Mn WO.$ 
$'9ltv 
SJ1)/ht 

$1lftY 
}IZ/N 

Depending 011 wages and work schedule, low- and 
middle-income persons are eligible for no- cmt Med1-
Cal or for federally subsidhed coverage on Cmterei:l 
CA. 

Average Annlllll Worner Premitoncontrlbutions art cl Totat Prtmluoo~for CoV'fied Worker,,, Single and 
Faml1yC:owag!',byFirmSl!t,2613 Farnllv coverage can wst two to 

•AllSlilalt FllmS{3•199W~tl!et$} 
Ull lil19e Flnm (lj)~~r Hw~ Wotkett.) 

• E>lM!lates are otliitistlra!lw <iilferelJt ba~D All Small Firmt an;f All large l'irm> jp<-.O~}. 
SOUllCE; XJ'>etlH~Ei S\ltv!:\' ol t<'llOIC.-1t1·Spoororcd Hi!ialtl\ Beoefi~. Wll. 

980 

thr.ee tlme;. more than single 
coverage. For out-of-pocket costs, 
participants in .employer-sponsored 
insurance face average annual 
deductibles of $1,1D7 firear for 
lndhd<luals and $17:0·0--$4,000/year 
for fomJlies. other out-of-pocket 
cos.ts, such as co-p<iysc and co
insurance vary widely by the type of 
plan. 
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Attachment 2J. Financial Considerations-Jndividuals and Families 
Costs of health insurance on Covered CA can be greatly mitigated for persons who are eligible for 
subsidized coverage [earning beiv1een 138-400% of FPL). Subsidies are tethered to the cost of the 
second-lowest cost silver plan, but ma·y be used to purchase any plan. However, persons earning 
less than 250% of FPL are eligible for additional cost-sharing subsidies if they purchase the silver 
plan. 

Cost of Plan Premiums on Covered CA 
by HouseholdSizeand Income 

At inromes below 250% of FPL, the 
rnmbination of -premium assistance 
tax credits and cost-·sharlng subsi.die·s 
sfgn1ficantly reduces enr-ollee rnsts. 

$46f000 ]~$fPLJ .4~•5° 1S.166 l 95-3::? 31~~.S::a .d~·i32 

$57.000 l2'?2.3fPl) ,, " -472~·~ ,._., :.,,96;-'.!e!i;'.\'; " 322'.553.·';, ;; 571·.753-".;< •,\,,,,_695:9J.7:: 
$76.000\35%1'PL) .3lD BJ7-1 l.S? 

r $?-4.oooi481%fF'lL ... ·~-

"Child may b ee!ii:1b!eforMedi-Cal for in:omes.up to 250% of FPL 
•"The subsidy inthiscaseis higher attheh lgher income because it now includes the 
subsidyforthe child, whowaseligib!efor Medi-Cal at tower incomes.. 

Percent of Ann1111t Premium$ Subiidized br 1nwme level* 
-.':t:Ap~ 

-. pi.eJt:ir-4 

.,.+.:a~ 
·.~'-s1tttt 
;.,._Gold 

,·, ::.;,-.., 

U,000 WI® 2MOO .<!,11.."I\ •5.£00· U,~&O >7,MO 
1mH·l'1. mXF1'1. 1u~r11. 1'!f'i.fl'1. m1'tl'1. ~m ~mm 

1.'HlllJl ln<Mll' ($) 

'OJ~ ta~ oo rNrinr.milllO"A'.1bfr·.:mnwl f..a: ~t.tdit.and pOct-.off~,, 1.:0~1 pl Kt In ('.)ch 
ii11, ilf; •21~1r·ol~~0Fn«iil~1&R.<11. Ol>"~f.pxlm <0'1s.ir..-~accoum!>il f('f. 
!l'>i~6rev""" fnl 1h<Sil>erplm, t<Jw!:ichi:he-~.r<'l.:htr«I. 

Annual Premiums as'~ of Annual lnmm~ 

U..((111- 11..WQ lf.QQO lil..DQO 1'5",!41:> S1.0Q(l 7Q.@ 
tllSF1'1.1 tl!>l~'f'tl !f"'S!Plf ll!OSftt) [J,OO!;ffif [19ilW'IJ ~fPif 

""""'''"'"""~~) 
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As household Income surpasses 250% of FPL, the amount of the subsidy clec11nes: s.harply and c:ost-";harfng 
a~s-istanee is no longer available (left graph). Effectlve1y, this: means. tbat persons earning near 400% of FPL are 
likely to pay a higher penent of thelr a.nnual income toward premlums than per· sons earning more or less than 
4DD% of FPL (right graph). Below 400% of FPL, suhs1d1e; reduce cost, and above 40.0% of FPL, th-e cost i> 
mitigated by higher income~:. 
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Attachment 2K. Financial Considerations-Employers 
For employers, the ability to offer health insurance depends largely on business size and 
employee demographics. Larger businesses often have more full-time employees and the 
strength of numbers to negotiate lov.rer rates than small businesses. 

P-en:entageof Firms Offering Health Benefits, 
by Firm Site-~ 2013 

200+ Workers 

50· 199\IVorkers 

2549Workers 

10-2:4 Workers 

3·9WorketS 

' 4 

80% 100% 

The larger an employer is, 
the mnre Hke1y it 1s tD 

offer health insura nee to 
its employees, 

SOURCE: Ka iser/HRETSurveyof Employer-Sponsored Heath Benefits2013 

Health 
insurance 
for small 
business 

has: 

Higher 
admin costs 

t ... ·~ore 
volatile 
pricing 

Lovver value 
products 

Importance to Nonoffering F1rms When Considering 
Whether to Offer tnsuranc;e 

• Very important II Somewhat import~nt 

Costs less than today 

Co~ts will rise more slowJy 

Sick empk>yM woutdn't 
incrl!>lse premiums 

More health plan choices 

Compare fl!\'ltures cmllM 

0 20 40 
Percent 

O&u~Commc.tw1~al1ll fund!NOllCiCll~ SUM!o/ or $.mall Employer£. 

60 80 100 

Sour<<!;Atl~pt~ from J.R. Gobel, J.Pkknoign.H. Vl'hhm0<e-i1~ at.. "$ma~ t:m~ ?enpectivllHm ti><! Affoot.~ 
C;i.m Ad's Premiums.$~ t:l<ch...n9es,, •ml S<>1Hn~umoce; Hffll!h.Affairf Wcb First. publis!H!d ol\lln~ Cid. Hi, 2013, 

SmalJ budneiis.e> Cite cost as the most important con.s1deratlon in offering insurance. 
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Attachment 2K. Financial Considerations-Employers 
Emplo-y·ee demographics strongly affect vu'heiher employees are eTigible for insurance (as 
deemed by the insurance plan) and vu'hether emplo\rees participate in an employer-sponsored 
plan. 

EKhibtt3.3 
Among Workers in Firms Offerf ng Health Benefits, ·Percentage of 
Workers Elfgibfe for Health Benefits Offered by Their Firm, by Firm 
Characterl$tics, 1013 
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EliglbUity, Take-Up Rate, and Coverage in Firms Offertng He.allh Benefits by Firm Size, 2013 

Fewer employees are eligibli'. for 
h;:al-th hen efit!; at firms that have 
high pmpo:rtions (35% OT more) o.f 
low-wage workers, part-time 
workers, and yotmger workern. The 
discre:pa ncy is mo'5it evident when 
i:onslde·ring part-time employees: at 
buslnesseo; that have more than 35% 
part-time workers, onry 52% of 
employees .are -eligible for insuranfe, 
rnmpared to :84% at businesses with 
few.er part-time workers. 

Altha ugh more employees are 
eligible for ln~rnrance at 1Yusinesses 
with fewer than 49 employees, the 
percent of employees- partkipating 
in the plan is higher at firms with 
more than 49 employees, This is a 
reflectian of higher co-sts for 

U-l4WOl'l:e1$ insurance in thE: small business 
m-arket. 

% Wor!Q:!rs E!fglbl~ For Ernpll>\'~'· 
\llfl!~d li~alth Benefits 

% lll&i!i!-1! Wo~rs Whll 
htlictpate frlil!m~ll>\'ers' Plain 

% Wllrloors Co\'~1ed by Their 
~lllflfcvers' He~tth !len~Hts 
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Attachment 2L. Financial Considerations-Public Health Care System 
The cost of providing care to uninsured persons is passed on to the local public health system. 
The San Francisco Department of Public Health (DPH) is the largest department in the City 
and drai.1vs hem41y from the General Fund [GF). The largest proportion of DPH expenditures is 
allocated to delivering care to patients, including those 'Nho are seen through Healthy San 
Francisco and DPH hospitals and cfinics. In the last three years. DPH has required $248.7-
$336.5 million per year from the General fund to cover shortfalls resutting from the cost of 
delivering health care services. 

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

DPH Direct Patient Costs FY 2010-11 to FY 2012-13 

?.q:~:/7'.'(~:~ipcj,:f'~;?;; ,·~t~~~~~Pt}J:'.~~l,'\'.'J;L('>~:":ci.J~3?l);;.},f (~J:\( ·' •: .. ··· ... fY 2()~-2 ~ ~·.~.($) .· .. · J 
Expenses 1 ,382,649,481 1,482,827,7 65 1,596,688,969 1 

·. 1,260,184,512 

Gf Support 2a5,121,2n 248,711,233 336,504,457 
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OFFICE OF THE CONTROLLER 

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: 

D 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. 

D Ensure the financial integrity and improl(e 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 
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City and County of San Francisco 
Office of the Controller - Oty Services Auditor 

Department of Public Health March 5, 2014 
fummary of Health Reform Readiness 

Health C:ire Reform 0Vervievi1 

The mission of DA-I is to protect and promote the health of all Sm Frandocans. In O::tober 2013, 
DA-I re-organized its healthcare delivery ststem into the Sin Francisco Health Network ("the 
Network") asa step toward achieving the goal of a fully integrated delivery ststem. lhe Network 
must cover more people, improve quality, and rein in costs, in order to remain a competitive 
provider in the new environment outlined below. 

o Federal Health care Reform: AO\ requires individuals have insuranre, provides additional 
· options to obtain coverage, and changes reimbursement mechanisms. . 
o Sate Implementation of the ACl\: The roll-out of the state's lnsuranre exchange, Cbvered 

C:ilifornia, provides the nevi1 options, and expansion of Medi-Cl! increases revenues. This is 
coupled with reductions in historical state and federal payments that support the safety net. 

D Local Implementation of theACl\: The Oty passed a health care acx:ess rolution four years 
before the Ar:A, called the Health C:ire Slcurity O"dinanre (HCSJ), which requires employers 
to make health care expenditures on behalf of their employees and established a program for 
the uninsured. The intersection of the HCSJwith AO\ continues to be investigated by the 
aty, DA-l, and engaged stakeholders. 

nPH Implementation & the HMA Ehgagement 

ling on a two-year planning effort, DA-I engaged HMA, a firm with experienre in public 
. .-41th delivery ststems, to assist in integrating its service delivery ststem and to: 

D A"epare DA-! to effectively compete for dients as the environment changes and financial 
reimbursement moves from fee-for-service toward capitation (fixed monthly payment) 

o Transform DA-I's delivery 91stem and its corresponding support st stems in order to become a 
"provider of choire,' going beyond being' provider of last rerort• 

Key Netwo~k Qiallenges 

D A"ovide timely acx:ess to care now that there are provisions ensuring dients have a right to 
care within a rearonable time 

o capitation which creates a greater incentive to redure unnecessary use of high cost care and 
to invest in prevention and care management 

o CDmpetition since more providers are interested in the same dients as DA-I and traditional 
dients will have more choire 

Copies of the full report may be obtained at 

Recommendations 

The report groups recommendations 
into three topic areas: 

1. Patient careAcx:essand Quality 
Improvement: Achieve quality 
patient care and efficient service 
delivery through improved acx:ess, 
capacity, coordination, and dient 
flow 

2. Managed care: Develop and manage 
a new managed care network 
through focus on operational 
aooountabllity, utilization, and nevi1 
contracts 

3. Rnancial SJstainability: Srive for 
financial sustainability through 
exploitation of financial opportunities 
and key cost management efforts 

Additional supplemental 
recommendations indude: 

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

D Partnerships: Srategic partnerships 
and collaborations required in the 
nevi1 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. Cartton B. Goodlett Place • San Francisco, CA 94102 • 415.554.7500 
or on the Internet at htto:llwww.sfgov.org!controller 
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I 

OOlmbined direct services under 
the s= Health Network 
C'Network") 

OO"eated a plan to ensure Network 
dient care is acressible and 
roordinated 

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

OO"eated an Office of Managed Oare 

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

OR3duoed the amount oftimefor 
state reimbursement at Laguna 
Honda Hospital (lHH) 

OHir8d key Network leadership 
OBegan hiring process 

improvements 

06/aluated the Uc:Fphysidan 
group partnership in light of 
health reform 

Oldentified rommunity partners 
OB1gaged key stakeholders on the 

Network's structure, vision, plans 
OBegan strategizingwith the s= 

Health Plan in light of reform 

Dlncr13ase primary care 8al3Ss and capacity · 
· (e.g., rentralized.call center, increaSed .. · 

o::~vi:~trai~e~~~~t : .· 
. database to identify higtl"risk dients ... · .. · 
, OT~acX unn~ o; inappropriate 
. utilization of li:~th5ervices 

OR3inforee the plarisand vi~6n statement for 
.. the new NSiwbrkthro~gh Internal ;i,,d .· · 

eiidernal e<:!uc':ati6iiZVith staff and partners ·. · 
oaaffthen6WOffireofManaged Oare • • 
oaiie::f, appropriate metrics to manage risk ... • 

and inc;~ aixxiuniability ' . ' 

Dlncrease managed care revenue and 
rontinue tci seek new state and federal · 
funding· 

Dlmprove rost management through . · 
. 'improved oontrad rrianagEiment and. 

. f3XP911se~racking andanalysis 

· 01ndeasestaffingflexibility and ro~tlnueto 
resolve hiring barriers · . .. . · · · 

OI:evelop a strategic short ahd long ter~ •... 
information technology and finandng pla'ri. ' 

Dlnvest in clink: facilities to help the Network 
berome a provider ofdioire · · · • · 

, . . . .; ·.·. -··. 

o~rengthen arid ~anage partrier~ips to · 
improve quality; increase revenue, and 
manage rosts (e.g., 9'-Health Aan, Qivered . 
C'A health plans, Uc:F, labor) . . 

OOlntinuetoengageand inform keY 
stakeholders (e.g., s=OinicOlnsortium 
state leaders, local leaders, bu~ness) ' 
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Long Tenn Milestones 

Ofull Network implementation 
and culture change 

DFiscal stewardship Network
wide 

oaear accountabilities via 
reporting and metrics 



March 5, 2014 

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. 
Froni 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 
-o 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 lmplementa_tion of network-wide metrics and accountabilities 

415-554-7500 City Hall • 1 Dr. Ca~ton B. Goodlett Place• Room 316 • San Francisco CA 94102-4694 FAX 415-554-7466 
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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: 

D Increasing the number of insured and covered clients, by maximizing the current Medi-Cal 
expansion, contracts with health plans, and other enrollment efforts 

D Actively pursuing targeted opportunities for additional state and federal funding 
D 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 cin 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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Summary ofHealth Refurm Readiness Page 11 

INTRODUCTION 

Purpose 

The evolving healthcare operating environment ina-eac;es the number of insured individuals and changes the 
payers of health care servires. Prior to the implementation of the 
Affordable Olre Ad. (PCA), there were 84,000 uninsured San Fi'anciscans. 
However, the implementation of the AO\on January 1, 2014, provided 
56,000 of these individuals with acress 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. N the same time, reimbursement 
for i:ervices 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, 

DA-I like many public 
health i:,ystems is being 

challenged to become 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 dientsand revenue. 

The purpoi:e 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 Public Health (DA-l) and Health 
Management Associates (HMA). This report highlights the resulting recommendations and strategies for the 
aty and County of San R'anc:isoo (aty) to achieve a fully integrated delivery system and to suoc:eed under the 
Affordable Olre Ad. (PCA). The organization of this report aims to inform readers of the major environmental 
healthcare faders as well as key DPH operational milestones identified . .Addre$ing the external environmental 
issues and timely meeting implementation milestones will significantly impact DFHsfiscal 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, CA-1 must adapt 
to the changing healthcare operating environment brought about by the N::A, which represents the most 
significant social policy change ii') a generation. The Ac:J\ requires individuals have insurance and provides 
additional options to obtain coverage. The Sate of Ollifornia implemented the AO\ and continues to support 
the PCP\s goals through the implementation of the state's health insurance exchange, Covered 031ifornia 
(OJvered 0\), and the expansion of the state's Medicaid program, Medi-Cal. N the local level, the aty and 
OJunty of San R'ancisoo (Qty) passed an innovative, local solution four years before the AO\ was enacted called 
the Health Olre S:lrurity 0-dinance (Hero), which required employers to make health care expenditures on 
behalf of their employees and established a public health benefit program that induded Healthy S:ln R'ancisoo 
(Hs:), a health care acress program for the uninsured. · 

1 There.will !till be a significant number of residually uninsured Sli1 Ffanciscansfortwo rearons: (1) due to the AOl-provisions, there will 
be individuals ineligible for ooverage (e.g., undocumented, etc.) and (2) there will be individualswho are eligible but do not enroll. 
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Universal Healthcare Qiunc:il 
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DA-ls' goals align with the intent of the policies enacted at the federal, state, and local levels to: cover more 
people, improve quality, and rein in costs. Internally, DA-l has undergone a three-year transformation to adapt 
to this new healthcare landscape by reorganizing, revamping business proresses, implementing new 
technologies, hiring and retraining staff, and more efficiently serving new and existing dients. HMAwas hired in 
February 2013 to assist DA-l in this effort; additional information about HMA is in ,Appendix I. 

New Healthcare Environment 

Federal Level: The Affordable Care Act 

Federal health reform or the Affordable 03reAct (f>CPV, passed in 2010, has two primary componerits(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 R3sponsibility provision of the ACC\(aka Individual Mandate), requires 
most U.S residents to obtain health insurance that meets minimum essential coverage (MEC) 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 undoa.imented individuals, the incarcerated, and those 
experiencing hardship, among other exceptions, but most U.S reSidentswill be subject to the mandate. 
Fenalties for not complying with individual mandate are $95 or one percent of income in 2014 and will increase 
incrementally on an annual basis, to $695 or 2.5 percent of income in 2016. 

fldditional Health Insurance Q:Jtions. The second component of the ACC\provides additional options to obtain 
qualified health insurance in three ways. 3 

1. Sate Implemented R:lforms: The AO\ expands public insurance for low income dtiiens through the 
Medicaid program, called Medi-031 in 03lifornia, and creates an online insurance marketplace where 
individuals can compare and buy insurance; these provisions are further desaibed in the section below. 

2. Bnployer Incentives & Fenalties: The /:CA does 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 R: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. 

o CDverage of essential benefits for small group and individual plans 
D Blsures that all plans offer a baseline of benefits 
D Blables comparisons aaoss plans 
D G.Jarantees 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 · 
o. Biminates pre-existing condition exdusions 
D B<tends dependent coverage up to age 26 
D Biminates cost-sharing for prevention 

2 Additioria information regarding the Affordable care Act and its provisonscan b~ found on the \RSwebste. 
3 "Qualified" health insurance is insurance that meets the minimum essential coverage (Ms::) outlined in the ACA and on the IRSwebste. 
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State Level: Medi-Cal Expansion & Covered California 

The S:ate of ca!ifornia now has two expanded options for health insurance: Medi-Oii and Q>vered Cl\. 4 Rgure1 
shows, by inoome, how Medi-Oii and a:ivered CA expand health insurance ooverage. 

Figure I: Post-AC A Expanded Eligibility for Health Insurance . . . . " . ., ...................... "'· -·· ................... " ......................... " .............................. " ................ . 
OJvered CA takes over where 

Medi-cal 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 sliding s:ale rubsldies for 

inruranoe purchased through 
OJvered CA. Individuals with 

inromes above 400%of 
poverty can purchase 

inruranoe through OJvered CA 
without a rubsldy. 

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

·No cost 

Chlld1en Adults 

Medi-03! is available for the 
lowest income and for 
children up to $49k for a 
family of three. Now adults 
are eligible at $16k for an 
individual or $27k for a family 
of three. 

$16, 105/individual 
$27,310/famlly of 3 

•..••..•••......•..••.•.••..•......•••.•.•••..••.•....•.•.•••••...•...•..••...•••.... 
Source: Department of Public Health. 

Medi-Oii Bcpansion. A"eviously, single healthy low-inoome adults were not eligible for Medi-Oii, yet this 
population oomprises a significant portion of the uninsured. 5 On .Bnuary 1, 2014, adults aged 18-64 with 
incomes below 138%of the federal poverty level (~. which is about $16, 105 for a single per&in, became 
eligible for Medi-Oii, named the "Medi-Oil Bcpansion" population. Existing and new Medi-Oii dientswill enroll 
into one of the two Sm R"ancisco managed care plans-Anthem Blue Qoss or the Sm R"ancisco Health Ran 
(s=HP). Although more individuals are eligible, enrollment is not automatic. A"ior to expansion, approximately 
1.3 million ca!ifornianswere already eligible for Medi-Oii but did not enroll. 
Individuals can apply for Medi-Oii any time during the year, but joint 
enrollment efforts between DA-I and the Human SlrviresJl{jency (HSll.) will be 
key to suooessful implementation of Medi-ca! expansion at the local level. 

Q>vered Qilifornia. The seoond option for health insuranre is the state Health 
Insurance B<change created by the AC'A, called a:ivered O:!lifornia (Q>vered CA), 
an online marketplare where individuals can purchase health insuranre. 
Individuals who have inoomes that are above Medi-Oii eligibility and snail 
businesses can purchase insurance on the exchange. More than five million 
Q:ilifornians are eligible for Q>vered CA Rans are standardi:zed so that they are 

Asof Jmuary 1, 2014, 
approximately 14, ODO 
individuals have been 
transtioned from the 

low income health plan 
(UH'°' to Medi-cal. 

4 Cl3lifornia is one of 26 &atesthat chore to expand Medicaid in 2014 and one of only 17 &atesthat chose to operate a &ate-based 
health insurance exchange marketplace in 2014. Kairer Family Foundation, Sate Decisions on Health Insurance Marketplaces and the 
Medicaid Bcpansion. 
5 Medi-Cl3! was previously only for low-inoome individualswho are children, in families, over age 65, or disabled. 
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easily compared aaoss 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 &:ale subsidies available to low 
income individuals up to 400 percent FA.. OJrrently, there are five plans approved for Sm Francisco: Anthem 
Blue O'oss, Blue Slield, Oiinese Cllmmunity Health Plan, HealthNet, and Kaiser. Like many insurance offerings, 
enrollment can only occur in a specified period -O::tober to March for the initial open enrollment, and O::tober 
to Deoomber annually thereafter .. 

Local Level: Health Care Security Ordinance 

N. the local level, the Sm Francisco Health care S3rurity O'dinance (HCID) was passed unanimously by the 
Board of SJpervisors in .l.Jly 2006, four years before federal health reform, and codified as Oiapter 14 of the Sm 
Francisco .Administrative Cllde. The two main components are: the Healthy Sm Francisco program and the 
8nployer ~ending R3quirement. 

Healthy Sm Francisco. A health access program -called" Healthy Sm Francisco" (HS=')-aeated by the DA-i. HS= 
will still be available to those who need it, but insurance through Cllvered CA or Medi-Cal is better for dients as 
it provides access to affordable medical care when and where needed, covers routine care that prevents illness 
and improves health, and protects families from high costs in the event of major injury or illness. 

8nployer ~nding R3quirement. An 8nployer ~ending requirement (~.which mandates that employers 
subject to the HC9'.) "make required health care expenditures to or on behalf of their covered employees each 
quarter."7 lhe Oty's Office of Labor aandards Blforoement (CUE) enforces the Effiand annually collects 
employer data regarding compliance with the health care expenditure requirement. 

01.l.Jly25, 2013, the Mayor asked the Director of Health to reconstitute the Universal Healthcare Cbuncil to 
engage stakeholders in a data-driven process to examine the intersection of the ACP. and HCID. 8 Two findings 
emerged: the HCS'.)to remain intact alongside the ACP.and potential affordability concerns remain for some. 

D PH Preparedness 

DA-l isforused on transitioning the uninsured to health insurance by (1) exiting or reducing DA-l health coverage 
programs(S::PAlH and HS= enrollees), (2) providing outreach to specific, vulnerable, but eligible populations 
(i.e., homeless, public housing residents, jail inmates, etc.), and (3) growing partnerships with community-based 
organizations and city departments. The Network must transition to become a provider of choice and achieve 
the following goals to remain a competitive provider of care in the new healthcare environment: (1) cover more 
people, (2) improve quality of care, and (3) rein in costs. 

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 theinwrance plan will pay of an average perron'smedical expenoos. Galifornia Healthcare 
FOundation, "Health Rilform in Translation: \/\/hat isAduarial Value?' August 2013. 
7 The HCSJisrodified in Oiapter 14of the Sm R"anci&XJAdmlnistrativeCode, and isavailableviatheHCSJwebslte: 
www.sfrpv.org/olse/hcs:i. . 
8 More information regarding the Universal Healthcare Council (UHq can be found at 
http:/ I www .sfdph.orgl dphl romupgt know I roll uho' default.asp. 
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Figure 2: DPH's IDS Vision 
••••• •• llll ....... ' •••• ••ti••····. ll;t • ............. """' .... "" •••••••••••••••••••••••••••••••••••••••••••••••••• • 11••• • ••• ··- --· 11•• 

POPU~TION HEALlll e Network (91-IN) provides direct health care services to insured or 
covered dients whose care is managed through the Network, from 
primary to arute to long term care. 

Health services forihe whole communit indude serviaas for those 
clients outside of the Network but still in the safety-net, for example, 
undorumented immigrants and homeless' transient populations. lndudes 
community behavioral health and trauma serviaas. 

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

•••••••••••••••••••••••••s••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
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 DFH is prepared to address the diallenges of the new healthcare environment. The report is 
organized around three topic areas below. EaCh diapter begins with the predicted impact of N:A and includes 
key strategies to adiieve the ~ecommendations. 

D Oiapter 1: Patient QireAccessand Improvement 
o Goal: Adiieve Q.lality Patient Qire and B'ficient Sarviaa Dslivery, through improved acx:ess, capacity, 

coordination, and flow 
D Oiapter 2: Managed Qire 

o Goal: Dsvelopment and Management of the Network, through torus on operational accountability 
and utilization 

D Oiapter 3: Rnancial SJstainability 
o Goal: S:rive for Rnancial SJstainability, through exploitation of financial opportunities and key cost 

management efforts in the N:A environment 

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

D Appendix I: IDS History, HMAEngagement, and Action Teams 
o Provides a brief history of the IDSdevelopment, HMA engagement, and key achievements to date 

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

implement the changes dee:ribed in Oiapters 1 through 3 
D 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 Qire M (A~ strives to make healthcare 
more affordable, inerease the quality of patient care, and 
make service delivery more efficient. For example, to increase 
access to preventive care, the PCA 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 PCA, effective in 
Jmuary 2015, will tie physician payments to the quality of care 
provided. 

As 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 Associates (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 sinre individuals are required to 
have health insuranre and will now have a broader choire in 
their providers. Internally at DPH this means the Network 
must effectively compete with other providers and transform 
into a provider of choire rather than a provider of last resort 
through inae8sing access to care. This can be achieved by: 

D better integrating and coordinating servires, 
D improving quality of care, 
D inaeasing their capacity for providing care, and 
D improving the dient experienre by decreasing wait 

times, inaeasing efficiency, and improving customer 
servire. 

DPH 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 
plan 

• Reorganiied into the 
Network 

• Established Transitions unit 
• Developed an inpatient flow 

dashboard 
• Began SFGH-LHH integration 

discussions 

Access io Care 
1.Fullv implement PCMH model 
Llncrease 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 

(UOt) & out-of-network referrals 
(OON). 

7. Operationalize the inpatient now 
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 acress 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-centered Medical Home (ro\/IH) 
model of care aligns with the goal to improve access 
to care. This model, as described to the right, 
provides patient-centered, comprehensive, team
based, ooordinated, and acressible care focused on 
quality and safety. ro\/IH al5o emphasizes an 
integrated approach to care. rFH continues to · 
implement integrated care in its dinics, induding 
staffing primary care dinic:swith behavioral health 
staff (Behaviorists and Behaviorist Assistants). 

HM}\ oonducted assessments of three hospital-based 
primary care health renters, four community health 
renters, and one behavioral health renter. In 
addition, HMAanalyzed data on dients, payers, staff, 
and providers. HMA also performed site assessments and intervievvs with central 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 ro\/IH 
Model of Care within the Network.· 

Key reoommendations: 

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

D ~ew billing practires, induding the charge master and encounter forms, for behavioral health servioos 
within ro\/IH. A"ovide ongoing training to ensure the capture of all available revenue utilizing the work 
oompleted by the R:!yenue Generation Cbmmittee to inform this effort. 

D Identify and empower on-site supervisors of Behaviorists and Behaviorist Assistants to support and ensure 
accountability of all rovJ H team members in integrated care. 

D Utilize les:.ons learned from behavioral health integration in primary care to inform future integration 
efforts. 
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In the medium and longterm, the Network will 
oontinue to work toward achieving the FO\/IH model 
via the strategies listed throughout Olapter 1. l:FH is 
also in the process of piloting four health homes as 
an additional longer term strategy towards achieving 
the RJ\llH Model of care. A description of health 
homes is to the right. DFH intends to submit a state 
plan amendment (s=>A) for federal funding by the 
O:lnters for Medicare & Medicaid 93rvioes (Q\/1~ 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 focus on client 
populations with serious and persistent mental 
health oonditions. 

Strategy 2: Incre.ase Primary Care Capacity 

Page 18 

Another aitical oomponent to ensure timely acress 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 
inaeasing primary care capacity: 

D Meet panel size and productivity targets 
D Implement a call center 
D Implement nursa orientation clinics and chronic disaasa visits 
D lnaease capacity for specialty care 
D Hire qualified staff to fill all vacant primary care provider positions 

Srategy 2A Meet Panel Sze and Productivity Targets 

lhe Network developed and utilizes a robust methodology for 
predicting the number of future visits. However, until recently, the 
Network's primary care dinics did not sat panel size targets. 
Determining primary care panel size targets is a oomplicated 
process that must take into acoount several variables including the 
number of visits per dient per year, the number of provider visits 
per day, and the number of provider days per year. lhe challenge 
is to estimate the optimal panel size to effectively care for a client 
population. A panel size 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 dients to support 
the Network. 

HMA assisted the Network in oonducting a provider full time equivalent (FIE) staffing analysis to develop 
sustainable targets. The results of the analyses indicated the primary care system must retain the current client 
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population of 54,000. While primary care provider FTES are adequate, the addition of patients with complex 
health issues may strain capacity. And, although staffing ratios 
are near-adequate, some redistribution is needed. V\/ith an 
average panel size of 826 patients per FlEin o.::iober 2013, 
the Network set a target panel size goal of 1350 patients per 
FIE As of Derember 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 Sm R'andsco 
Health Aan (s=HP) monthly to improve acrountability. 

HMAevaluated current visit productivity levels. Omently it is 
estimated that providers have a current visit productivity level 
of 1.5 visits per hour. This is far beneath national standards. 
HMA recommends.that the Network inaease visit 
productivity levels by 50 perrent from the O'.:tober 2013 
calculated level of 1.5 visits per hour to 2.25 per hour. To 
achieve this, HMA recommends incorporating the no show 
rate into the scheduling system. 

S:rategy 28: Implement a Centralized Cell Center 

The Network aims to achieve a panel 
size target of 1350 patients per F1E 
ClJrrently, the Network's panel size is 

826 patients per F1E 

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

per hour. This is a 50 percent 
inC"eare in provider productivity 

from the rurrent rate of 1.5 patient 
visits per hour. 

Aanning for a rentralized call renter is underway at the Network. As identified during the HMA engagement, 
the Network's primary care dinics need an improved phone system by which dients can request and schedule 
appointments. The reasons for implementing a rentralized call renter are to: 

D Improve telephone response for appointments and ensure timely acoass to care 
D Help coordinate the appropriate use of healthcare providers and facilities 
D Rldure emergency room and urgent care visits 
D Rldure no-show rate 
o lnaease customer ~isfaction scores; by providing exrellent customer servire and inaeasing loyalty, 

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

Snre Derember 2013 a subcontractor was hired to provide expert technical assistance in call renter design and 
product purchase. To date the Network has completed a preliminary return on investment analysis for call 
renter options and begun to determine the factor's that will impact staffing (e.g., call dur?tion, number of calls, 
etc.). ' 

· The Network is currently evaluating the feasibility of implementing an internal or externally-hosted call center 
across 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 DFH A"imary care rustomer S3!isfa::tion has historically been very low with the oo-lPSOinidan & Group 9.Jrvey s::or~of 35 percent, 
sgnificantly below the National A;rearch C.Orporation average rating of 62.6 percent. Siurce: A"esentation by the s=oA-i Centralized Call 
Center Workgroup, Jmuary 30, 2014;. 

1003 



Summary ofHealth Reform Readiness 

Srategy 2C Implement Nurse Orientation Oinics and Oironic care Visits 

Long patient wait times can negatively impact th~ dient 
experience and challenge effective acres.s to care. In December 
2013, the Network began implementing nurse orientation dinics 
(~with the goal of eliminating wait lists. To date, the Network 
standardized the OCscheduling template and routinely scheduled 
ro at all Network primary care dinics. 

Another strategy to increase acres.s to care is chronic care visits 
for individuals with chronic illnesses. Oironic care management is 

1 a major focus of theAC'Aand 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 a dient motivation to adhere to medication, engage 
in physical activity, eat healthfully, and manage stress. /is part of 

Page 20 

Nurre orientation dinics (OCs) . 
provide an individual with a health 
care s:::reening, an opportunity to 
diS'.l.Jss information about their 

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

care provider. B'fective 
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. Oironic 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 ffi?l-1 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. 

Srategy 20: Ina-ease capacity for ~ecialty S3rvices 

To ensure ad~uate access to specialty services, the Network must assess staff and sj:iace requirements in light 
of demand for specialty care services. Major specialty servires indude cardiology, dermatology, endoa-inology, 
gastroenterology, hematology, nephrology, oncology, pulmonary, and rheumatology. /is a result of the HMA 
engagement, the Network accomplished the following. 

D Identified units requiring additional space and/ or staff to meet neoes.sary standards 
D Identified key ambulatory proredures to reduce wait times to target 

D O:>nfirmed operational standards and prepared business plans for staff expansion 
D Dev~loped and implemented discharge a-iteria 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 
-D 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 
o Develop accountability mechanisms for specialty care with ucs= 
D Identify targets for ina-eased specialty care capacity and implement plan 
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S:rategy 2E: Make Neressary OinicFacility Investments 

To further increase acoess to care, !-!MA recommended expanding dinicfadlity spaoa to acx:ommodate team
bas.ed care and to ensure that providers have a minimum of two exam rooms for dinical sessions with dients. 

HMA oonducted an environmental assessment that indicated the need for investment and improvements in 
dinic facilities to attract and retain patients. S:aff suggested improving health canter aesthetics by increasing the 
si:zs of waiting rooms, increasing privacy in reoaption areas, adding new furniture in waiting rooms, applying 
fresh paint, and other improvements. 

Care Coordination 

EJfective care ooordination ensures quality patient care and efficient service delivery. Oire ooordination aims to 
facilitate beneficial, efficient, safe and high quality 
dient experienoas, prevent avoidable health care
related costs, and improve the health, functional 
status, wellness, and social outoomes for Network 
dients. Ps a result of the HMA engagement, the 
Transitions Division, formally O:lmmunity 
Aacement, was aeated and is responsible for the 
movement and ooordination of patients between 
health care providers and settings as their 
oondition and care needs dlange. An example of 
care ooordination is illustrated to the right. 

Strategy 3: Implement a Risk Stratification 
Tool 

Rsk stratification can enhanoa care ooordination. It 
is used to identify and predict whidl dients are at 
high risk or likely to be at high risk and enables the 
care team to prioriti:zs the management of their 
care in order to prevent worse outoomes. 10 

Globally aEreSSing and understanding dient risk is 
necessary for the Network to more efficiently identify high oost dients and better manage the entire Network 
popul·ation. A risk stratification tool will enable the Network to achieve the fpllowing: 

D Develop a systematic prooass for identifying and predicting patient risk levels relating to health care 
needs, S9rvioas, and coordination 

10 On a technical level, risk &ratification isa periodic and syaematic assessment utilizing det~able criteria and charaderiaics aSSJdated 
with an increased chance of experiencing unwanted outcomes. By identifying factors before the o=rrence of an event, it is possible to 
personalize a dient's care plan and develop targeted interventionsto mitigate their impact. Slurre: American Academy of Family 
Alysidans, http:! /bit Jyt 1fW.xfg6. 
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o Utilize algorithms involving registries, payer data, physician/ provider judgmenUinput, and patient·self
assessments and experienoes to assess each dient'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 outCXJmes 

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

To CXJnduct appropriate risk adjustmenffor dients, the Network researched various algorithms for risk 
· stratification. While the Network identifies the appropriate risk stratification tool, the Transitions team is 
currently using the Cbordinated Case Management ~stem (Cili/15), a CXJmpilation of several health and social 
servire databases, to identify high users of multiple systems (HUMS) and high users of single systems (HU$) to 
prioritize high risk dients in need of care CXJOrdination.11 

Strategy 4: Centralize Utilization Management 

Utilization Management (UM) is the ability to ensure that health care servires are medically appropriate, 
neressary, and aligned with dinical best practices. lhis is a key component to effective care coordination. M. 
s=G-1, utilization management reviews are performed to ensure a dient is receiving dinically appropriate care 
for their needs using the lnterQual 0-iteria for Adult and Fediatrics. lhe Network Utilization Management 
Cbmmittee (ffi-IN-UMq has now been created to monitor utilization throughout the Network. 

lhe DFH-HMA care Cbordination .Action Team identified the utilization management indicators to CXJllect across 
the Network and aa::ompanying quality improvement processes. In the long term, Network analysts will track 
data metrics and assemble standardized reports related to utilization, outCXJme measures, and quality. Aease 
see 01apter 2 for additional information regarding the development of Network Performan~ Metrics. 

Strategy 5: Establish a Care Management Database 

The term care management and care CXJordination are often used interchangeably. M. the Network, the care 
manager improves care CXJordination by providing direct care management to dients with a combination of 
health, functional, and social challenges. lhe goal of effective care management is to improve dients' health, 
while at the same time, reduce the need for expensive health care services. To achieve this, however, current 
and acrurate acx:ess to dient information is neressary. 

HMACXJnducted an assessment of the Network's information technology (11) and information systems (15). 
Wlile there are many information systems used within the Network to view dient dinical data, most systems 
operate in isolation from one another. lhis negatively impacts dient 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. 

D.Jring the HMAengagement, the Network identified the following systems that contain key information for 
care coordination. A"imary care is in the proress of implementing eOinical Works ( eON). FDN has some 
reporting capabilities, but the Network is determining the best strategy for enhancing its reporting capabilities 

11 Within 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. S:>urce: Department of Public Health. 
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further so that it can readily pro~uCE actionable data for care roordination. Mditional information regarding the 
Network's information tedmology and the factors that must be taken into ronsideration as the Network begins 
to plan for a single electronic health rerord (9-lR) is in Appendix II. 

Figure 3: Steps Toward a Single Electronic Health Record System ......................................................................... ,. .............................................. . 
The Network's Information Ststems 

o Cbordinated Qise Management fystem (CXl\11~ AA 
integrated electronic charting, reporting, and 
rommunication tool for teams working with vulnerable 
adult served across multiple systems of care. 

o s= GetC3re Acountywide, integrated web-based 
information system forused on older and disabled adults 

o Life lime Oinical ReCord (lffi) An 8-lRutilized by 
various partners, induding local hospitals, the Sm 
FranciS'.Xl Cbmmunity Oinics Cbns::irtium {s=cx:l:1, the 
Department of Housing, and the oounty jail system. 

D eOinicalWorks {eON) A unified electronic medicai · 
records and practice management system for Ambulatory 
Eervices being implemented in Cbmmunity and Hospital
based R"imary C3re and ~edalty Oinic:s. 

D Avatar The behavioral health electronic record system. 
o MobileMDID An outs::iurced health information 

exchange for health systems, hospitals, physicians, labs 
and ancillary healthcare providers with seOJre messaging, 
analytic s:ilutions, and an electronic medical record 
system to physician practires. Cbnnects healthcare 
providersand patientsthrough seOJredinical and patient 
portals. 

••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• Source: Department orPublicHealth, Care Coordination Actioo Team Final Report. 

Client Flow 

AA important aspect to improve the quality and efficiency of health care is to optimize dient flow, or, th'e 
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. One of the primary goals is to redure non
acute lower level of care (L.LDq inpatient days and out-of-network (o:JN) referrals. R3ducing WJCdays can 
redure costs and inc-ease 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 acmmplish this, proresses 
need to be in plare to be able to effectively transfer dients from inpatient to other serviCES (e.g., their primary 
care medical heme, LHH, rommunity beds, etc.). Below is a table of reCEnt achievements and future goals. 
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J:igure 4: Lower Level of Care and Out-of-Network Key Achievements and Goals 
t••• .... ••••• ••<II' ................. ..-..................................................... •"I" •11J• .................... ,., •••••••••• 

lJiH 

Transitions 
Division 

2012-2013 Adlievements 

R3duced the percentage of 
Medical/ SJrgical llOCdays from 14 
to 11 percent of total days 

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

R3duced 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 
Aacement) 

2013-2014 G:Jals 

R3duce llOCdays by 60 percent of its FY12 level 
and increase acute edmis9ons by 640 per year 
o 10 llOCpatientsper day for Medical/SJrgical; 

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

D 18 llOCpatients per day for R¥dliatry; 
reduction of 49 percent from rurrent average of 
35 patients per day 

R3duce the average length of stay (~ by 12.4 
percent, from 629 days to 551, and increase DA-I 
referrals by an additional 140 per year 

R9duceALDSin community placements by 50 
percent to increase capacity for s=Gi and lJiH 
referrals 

..................................................•.................................. 
Source: Department ofpublicHealth, InstitutionaV Post-Inmtutional Action Team Final Report. 

In addition, the Institutional and Fbst-lnstitutional OareJ.\c:tion Team dosely reviewed the aJrrent dient flow 
process between s=Gi and LJ-Il-1 and began work on streamlining dient flow, as illustrated below. 

Figure 5: Revised Client Flow from SFGH to LHH and Transitions 
.................................... 11 ••••••••••••••••••••••• ._ •••••••••••••••••••••••••••••••••••••••••••••••••••••• 111 ... ., • 

...•.•....•...•...•..•..•......•.•..•...•••..•......•..••.......•.....•.........••.. , 
Source: Department ofpublicHealth, InstitutionaV Post-Institutional Action Team Final Repcrt. 
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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 metrics on 
inpatient flow, access, and post-institutional follow-up for inpatient dients. 

Figure 6: Key Inpatient Flow Metrics 
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........................... ., ............................................................................................ . 
s=G-i LJ-iH Transitions Division 

Daily UDCdays 
Barriers to Discharge 
Discharge Destinations 
30 Day R31ated Feadmissions 

Average length of stay (~ - Bed Turnover Rate 
Barriers to Discharge 
Discharge Disposition 
Feadmissions 

Number of dients 
AL.a: 

····································································~················· Source: Dqiartment of Public 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"ontnne or Point of 03re 
Saff. The reports wm 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 oomplete an interim dashboard tool. The Network will also 
oontinue to create an automated dashboard in a data visualization tool and operationalize this across the 
Network. 

Strategy 8: Pursue Opportunities for SFGH and LHH Integration 

To become a fully integrated system and improve dient flow across the system, the Network is exploring the 
integration of certain functions of s=G-i and LHH. A.bint Hospital Bcecutive OJundl was developed and is 
responsible for approving an integration performanoo improvement program that will enhance 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 1dentified for Integration 
········-················································•*•••••*••••••••••••1t••····················~ .................. . 

D 03feteria D R>diology 
D Food S3rvices Management D R3habilitation 
D Oinical Nutrition D R3spiratory Therapy 
D Bedroc:ardiogram D Teleoommunication 
D Bectroencephalogram D Biomedical 
D Olronic Dialysis D Utilization Management 
D Interpreter Sarvices D 8:ldal S3rvices 
D Oinical Laboratories D A3rformanoo Improvement 
D Aiarmacy 
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CHAPTER 2: MANAGED CARE 

The Birth of the San Francisco Health Network (The Network) 

~mentioned in the background section, the provisions of the Affordable Qire Act (ACPY altered the operating 
environment for healthcare, partirularly for public health 
systems. For DFH, health care reform requires a major 
transformation of the patient delivery system to become a 
fully integrated delivery system (I~ that will facilitate 
improved patient care and the more effective use of 
resources. A major acx:omplishment that resulted from the 
HMA engagement was the development of the Sm Francisco 
Health Network (referred to as "the Network'' in this report), 
which combines 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 
competitive, creation of the Network includes development 
of a Managed Gare Office aimed at managing risk and 
increasing the number of dients seen at Network clinics. 

The Network Vision 

HMAinterviewed key leadership and staff throughout DFH 
and underwent an intensive, oollaborative process to 
develop a detailed and clear vision for the Network and the 
necessary oomponents, in partirular the Managed Qire 
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-c:en~ered medical homes (POv1H), 
outpatient specialties and diagnostics, inpatient arute 
services, long term care (both institutional and home and 
community-based), and comprehensivJ behavioral health 
services. In addition, because the Healthy Sm Francisco 
program covered the aty's uninsured, the Network was able 
to predict with fair precision the number of clients that 

• Created Network vision 
• Rollout or Network 

organizational structure 
• De.fined leadership job 

destriptlol'ls 
• Established the Network 

Managed Care Office 

NetwcirkVisii:>n 
Q. Managing the Neiwork 

.vision 
Network Managed Care 
10. Mariageci Care Office 
11. N~twork r'erformance 

Metrics 

would need coverage 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 

As mentioned above, the Network centralizes the service delivery side of DFH The new organizational structure 
in Rgure 16 was informed by six DA-l-HMAAction Teams, HMA oonsultants, and DPH key staff and physicians of 
all levels. The DA-! vision for the Network is summarized below. 

o Awide and manage the care for a defined number of new and existing dients 
o Qganize 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 of the population is improved 
o Build an integrated operational infrastructure (induding the necessary elements of a managed care 

structure) that supports the delivery of care in a way that maximizes efficiency, oonsistency, and quality 
0 Assure that all patients are cared for timely and at lhe most appropriate level of care 
o O:Jllaborate with other providers, partners, and health plans to assure the long term sustainability of the 

Network, which is the oore of DPH and broader San R"ancisoo safety net 

Managed Care under the Network 

With the implementation of the ACA, a critical part of the overall business strategy for a financially sustain.able 
Network is managing financial risk. In contrast to the fee-for-service model, managed care and capitation will 
make the Network aax>untable for cost, utilization, quality, and ~ealth of its dients. Therefore, unnecessary or 
preventable health care expenditures are problematic to DFH 

Also, in managed care, acute services transitions from a revenue source in fee-for-service to a cost in capitation, 
if over the monthly capitated rate. With the implementation of the KA 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 contracts with the qualified Covered CA 
health plans, as depicted in the figure below. Please refer to Appendix Ill for additional information. 

Figure 8: Network Managed Care Contracting Opportunities 

1.0ient 2. Determine 3.SelectPlan 4.Select 
Eligibility· Provider 

/*Ul§Mfo* ---} filllt(_-· ui•=l§Mfi -
~·-

The Networl< ii already 
a provider within these 
health plan netWorks. 

•.•..........••........••.....•..••.................•.•..••••........•....•.•.••..•.. 
Note: Anthem Blue CrO!!l is a product line under Medi.Cal and.a separate product line under Covered CA 

1011 



Summary ofHealth Refurm Readiness Page 28 

Strategy 10: Operationalize the Managed Care Office 

Broadening the managed care base, retaining enrolled members, and sucressfully competing with other 
heaithcare providers and delivery systems, requires a restructuring and realignment of critical operational and 
business development activities, induding contract management and provider relations, performanre data 
analysis and reporting, beneficiary relationship management, business development, marketing, and outreach. A 
key rerommendation that emerged as part of the HMA engagement was the establishment of a Network 
Managed care Offire. The multifareted roles of the Managed care Offire are described below. 

o Cbntract management and provider relations indudes the development and complianre monitoring of 
standards for Medi..Qil managed care, as well as contracting with and monitoring community providers 
and servires.that serve Network dients. 

D Performanre reporting and analysis is critical to the successful managed care cost, quality, and 
population health outcomes. Managed care performanre reporting and analysis provides management 
information to evaluate performanre against required managed care business metrics. 

D Beneficiary relations management indudes serving as a liaison to the health plans customer servire 
department complaints and grievanres, assuring quality dient care, assuring access to primary care and 
medically neressary servire within required timeframes, assisting in enrollment and reenrollment 
assistanre, and communicating with beneficiaries. 

D 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 collateral materials, and strategic outreach to 
community and business organizations. 

Strategy 1 i: Network Performance Metrics 

To ensure that the Network vision is being implemented in alignment with DPH and ACAgoals (to increase 
enrollment, quality of care, redure out of network expenditures,. and maximize revenues, etc.), HMA 
recommended and Network leadership agreed to the development of performanre metrics to regularly · 
measure, evaluate, and improve performanre to deliver the highest-quality healthcare and maximize 
efficiencies. Performanre measurement will promote transparency, open communication, and acmuntability 
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 acmuntability. The O::mtroller' s Offire is 
assisting the Network with initial development of key performanre metrics that resulted from the HMA 
engagement in: 

D Patient Row 
D Rnanre 
D Quality and s:itety 
0 Patient Satisfaction 
0 S:aff Satisfaction 

In the future, the Network aims to transform these metrics into automated dashboards viewable to key 
leadership and staff to monitor trends and continue to hold appropriate perronnel acmuntable. 
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CHAPTER 3: FINANCIAL SUSTAINABILITY 

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 Care Ad: 
(~ made a giant leap forward for health care access, 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 partia.darly true for public health 
departments facing an historically complex safety net patient 
population and a financial system built around finding dollars 
to cover costs. The HMAengagement 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 healthcare environment, which aims to 
increase coverage for more people, improve quality, and 
control costs, DA-l 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. M. DA-l, the increased number of 
insured individuals as a result of the /!>CA provides current and 
potential Sm R'ancisco Health Network (the Network) dients 
with a choice regarding where to access care. Each Network 
dient retained or newly enrolled helps maintain or increase 
revenues to sustain the Network. Qi the other hand, if 
Network dients choose to get their health care elsewhere and 
move out of the Network, DA-I will lose revenue to support its 
current system of care. During the HMAengagement, DA-I 
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 containment 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. 
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• DPH budget structural fix 
• SFGHvariance reportrng 
• SFG H productivity report 
• Improved LHH 

reimbursement timing 
• Began jail health pilot 

Revenue Gerieratiori 
.12. lncrease enrollment. 
B:Actively seek state and 

Feder.al funding 
opportunities 

Cost Management 
14. Create shared financial 

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

performance reports fot · 
cost centers 
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Revenue Generation Strategies 

Revenue Outlook 

ff. a result of thePCA, it is projected that rn-twill realize a 16 percent decrnase in the historical state and 
federal safety net dollars. capitated revenues are anticipated to partially offset this loss. The impact of health 
reform on DA-f s financial sustainability is broken down into four main categories: A"imary care capacity, 
Oiange in R:limbursement Mechanism, Insurance Satus, and Sate and Federal R:lvenues. 

D A"imary care capacity. ff.diSa.Jssed in the Olapter 1 and .Appendix II, increasing primary care capacity to 
meet demand directly impacts quality of care as well as managed care revenues. Not only is the 
Network rurrently challenged to meet demand and in need of additional capacity but also the N:A 
requires that dients have timely access to care. Therefore, the Network must strengthen its primary 
care system to increase capacity to ensure timely access to care. lhiswill allow DFHto provide patients 
preventative and early interventions to keep its patients healthy, improve quality outcomes, and 
minimize avoidable hospital admillsions. 

D Olange in R:limbursement Mechanism. To incentivize more efficient use of services and as a means to 
manage risk, the reimbursement mechanism in the new healthcare environment is moving rmey from 
fee-for-service and towards capitated peyments. Fee-for-service is a peyment for each servire provided. 
There is predictability in payment for services, but afro fewer incentives to redure rostS. Medi-Qi! is 
moving rmay from the fee-for-service model to a capitated rate. capitation provides a fixed amount of 
money to care for each patient, regardless of utilization or cost. There is predictability in peyment for 
patients, but it requires better cost control mechanisms to ensure financial sustainability. ff. an 
emerging practice in the public sector identified by HMA the Network must become more efficient and 
cost conscious at all levels of dient delivery and educate dients about the Network's new managed 
System of C(ire. Medi-Qi! expansion and Cbvered CA.have moved to a fixed per member per month 
(A'vlA'vl) rate to manage the care of dients regardless of how frequently or infrequently they use 
services. 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 C(ire 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 EFH. 

D Insurance Satus. Network dients' insurance status is essential to DFHs revenues as these revenues 
fund the many vital health services for the whole oommunity 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. 

ff. intended, N::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-Qi! as a result of 
Medi-Qi! expansion while the remainder will gain coverage through Cbvered CA A"ograms that 
historically served the uninsured in S3n Francisco will shrink as more dients are covered under the ACA. 
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For example, s= PAlH (S:m R"ancisoo Provides Acress to Health <:Ne) 12 ended on December 31, 2013 and 
its dients transitioned into the newly expanded Medi-O:ll. The remaining uninsured, who are not eligible 
for Medi-cal or Cbvered C'A, will remain in Healthy Sm R'andsco. 

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-cal expansion and O:lvered CA.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. !<By assumptions are listed below. 

o Medi-cal B<pansion: Network to enroll nearly 15,000 individuals eligible for the Medi
cal expansion around J:muary 2014. The monthly ("FMFM") capitation rate for the new 
Medi-O:ll expansion population as of J:muary 2014 is assumed to start at approximately 
$400. 

o Cbvered CA: Network to enroll 2,000 individuals eligible for Cbvered california 
(insurance exchange) in or around J:muary 2015. 

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

anticipated 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 
••••••»•ll.1t••••••••••••••1t•lr•»lr1t••••1J1t•l'1tllll••••••••••••a•1t111oll•M»1tlll•1t•ll1t•aa•lf9,•ll•••••••••1111•••••allll:a1t••••••••••••••••ll•••• 
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.•...•..•..•...........••.......•......••...•••............•.....•....•.•............ 
Soura:: Department of Public Health via the HMA Financial Projecticn Model. Note: Projections are based an HMA and DPH assumptions 
rqiarding estimated client memb<rship. 

12 s=PAnt The aty and O:lunty of San Ffands:o's Low Income Health A'ogram (LI~ was created by the state in JJly 2011 as a 
temporary program for certain Californians eligible for free or low cos! health inrurance asa part of the federal health reforms that took 
effect in 2014. 
13 Dual eligblesarethoseeligblefor both Medicare and Medi-Q;j, 
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D Sate and Federal A3venue. Under the N:A, there are major changes in how rounties rereive state and 
federal revenues. The historical state and federal "lump sum" payments to support the uninsured and 
safety net services will be reduced 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 f-bspital (DS-l) 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 revenue8from FY14to FY19. The figure 
below illustrates the net reduction of these three revenue streams over this period. 

Figure 1 O: Projected Reductions in Three Major State and Federal Revenues FY14-FYJ 9 (in millions) 
···············································-··-·······························-···--·············••11••············· 

FY13-14 
Budget 

(Baseline) 

• Fee-for-S3rvice lil' D&l 11 Realignment 

FY14'15 
(Year 1) 

FY15-16 
(Year2) · 

FY16-17 
(Year3) 

FY17-18 
(Year4) 

FY18-19 
(Year 5) 

-16% . 
Over the period 

from FY14 to FY19, 
realignment 

revenue is projected 
to fall by $34 

million, D&l by $31 
million, and fee-for

service by $66 
million. 

In total, these &ate 
and federal s:iurces 
are anticipated to 

fall by $131 million. 

..................•............•..................•......•..•..........•....•.....•.. 
Source: Dqiartment of Public Health via the HMA Financial Projecticn Model. 

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

During the HN!Aengagement, the Network developed a detailed work plan to improve the Ambulatory Qire 
system. It is imperative the Network increase the number of insured dients to create adequate and stable 
funding to the Network. Chapter 1 describes the strategies aimed at strengthening the Ambulatory Qire system 
to achieve this increase, such as increasing panel sizes, implementing a call center, and improving the physical 
appearance of dinicsites 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 FYI 9. Akey assumption is that the number 
of Network dientswill increase by 36 percent in health reform'sfirst year, from approximately 54,900 to 74,800 
dients by ..line 30, 2015. Attaining this year-over-year increase is imperative to DPHs financial sustainability as a 
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result of the anticipated state and federal revenue losses. Oler time, successful increases in Network dientswill 
reduce revenue uncertainty. 

Figure 11: Projected Monthly Network Clients FYJ 4-FYI 9 ································································································--····················· 
100,000 

80,000 

60,000 

40,000 

20,000 

0 

54,852 

FY13-14 
(YearO) 

FY14-15 
(Year 1) 

77 487 80,846 83,083 85,562 
I 

FY15-16 
(Year2) 

FY16-17 
(Year 3) 

FY17-18 
(Year4) 

FY18-19 
(Years) 

Over the period from 
FY14 to FY19, Network 
dientsare projected to 
increase 36 percent in 

FY14 and increase by an 
average of three percent 

each of the following 
years. 

.............•..••..............•............................•..•.................... 
Source: Dqiartment of Public Health \Oa theHMA Financial Projectioo Model. Note: Projections are based an HMA and DPH assumptions 
regarding emmated client membership. 

Strategy 13: Actively Seek Additional State and Federal Funding Opportunities 

DA-I has recently increased its work with state and federal officials on targeted opportunities to support Sm 
Francisco's innovative programs. This dialogue led to the prioritization, achievements, and next steps listed 
below.14 

o Timeliness of LHH SJpplemental Payment CBla.1lation. The Network recently worked with state officials 
to assure the timeliness of supplemental payment cala.Jlations for Laguna Honda Hospital (l..HH) in terms 
of both amounts received and the timing of that receipt. Bf utilizing more a.1rrent cost data, which 
represents higher costs, the amount of settlement costs increffied. In addition, the use of more current 
cost data will now result in the more timely settlement and therefore payment for LHH. 

D Health Homes. The Network, with HMAexpertise, monitored developmentsregardingACAS3ction 
2703, the Medicaid Health Home S:ate Plan Option, 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 Waiver project. S3e Oiapter 1 for more information on 
the establishment of Health Homes. 

o R]-ICQinic Visit R:limbursements. HIVIA identified current S:ate Plan .Amendments (s=>.As) that allow 
supplemental Federally Qualified Health Ganter (FQl-q payments as a way to increase the rate of 

' 
14 These opportunities were not incorporated into the HMA five-year financial forecast model as these arategies are a:lditional revenue 
opportunities yet to be realized. 
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reimbursement from the Federal government. After a:lditional exploration, DFH discovered the current 
Qilifornia s:>A carinot be used for this. However, mi found the state may be supportive of an effort to 
allow for certified public expenditures (exciuding intergovernmental transfers or IGfs) to draw down 
federal financial participation for unreimbursed FQHCoosts. 

D ..Bil Health Blrollment. The Network initiated implementing a .13il Health pilot enrollment project to 
ensure enrollment of the jail population into a ooverage program prior to release from jail. Blsuring the 
jail population has ooverage and acress 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 acress care at a Network ciinic or hospital, then this is also another source 
of ciient revenue for the Network. The Network is currently working with the Human 9:lrvices~ncy 
(~). the Sleriffs Department, and .13il Health staff to ensure health care enrollment oc:x:urs at, or just 
after, release. 

CNer 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 

P5 stated at the beginning of this section, one of the major financial 
impacts of the Ar:A. is an approximately 16 percent reduction in 
revenues (DS-1, 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. 

P5 illustrated below, over the next five year period DPHs current 
operating expenses are projected to increase by eight percent, to 
approximately $2 billion. DPHs oosts can be broken down into four 
main categories: salaries and benefits oomprise 50 percent, urn= 
oomprises nine percent, and other oontractual services and other 
costs together oomprise 41 percent. Twenty-two percent of the eight 
percent increase in costs is attributed to the urn= Affiliation 
~reement and 63 percent of the increase is from DFH salaries and 

Capitated revenues will only 
partially offret the 

anticipated &ate and federal 
revenue losses. 

Cb& management and 
control S:rategiesmu& alro 

be used to a.irb expense 
growth. 

benefits. These expense projections indude inflationary factors outlined in the aty's Three-Year Budget 
Projection (" .bint R3port"), but do not reflect any new initiatives or programs above the FY13-14 budget nor the 
operating budget for the new Sm R"ancisco General Hospital. 
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Figure 12: Projected Increase in Total DPH ·Operating Expenses FYl4-FY19 (in millions) .................................................................................................................................. 

FY13-14 
Budget 

(Baseline) 

FY14-15 
(Year 1) 

FY15-16 FY16-17 
(Year 2) (Year 3) 

FY17-18 
(Year4) 

FY18-19 
(Year 5) 

•Other 

• Contractual Services 
(except ucsF) 

mUCSFAgmt 

•Salaries & Benefits 

Over the next five 
year period, DA-is 
operating rosts are . 

projected to increase 
by8 percent. 

Twenty-two percent 
of this projected 

increase romes from 
the Uc:F Affiliation 
A;ireement and 63 
percent from DA-I 

salaries and benefits. 

...••....•.....•.•..........•.•...•••.....•.•.••.•.•..•.•..•......•.........•....•... 
Source: Department ofpublic Health via HMA Financial Projection Model. 

Ole of the fis::al challenges facing public health departments as a result of health reform is acx:urately 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 DFHwill continue to 
refine and should be able to more acx:urately predict enrollment numbers. 

To estimate rn-l' s general fund subsidy for its baseline operating rosts in FY'l5 through FY19, the department 
utilized the HMAfinancial model provided during the engagement, updating it with more recent information 
and to reflect rn-l's current operating budget. Based on this update, the Oty's net general fund rontribution to 
DFH is anticipated to increase by 50 percent from FY'l4 to FY'l9, as illustrated below. During its engagement, 
HMA pointed out that historical rost trends must be reversed or otherwise mitigated for DFH to attain the goal 
of long term financial sustainability. 

This projection assumes the aforementioned 16 percent revenue loss from DS-l, realignment, and fee-for
servioe, 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 DFH programs. In 
addition, the methodology used to project the estimated general fund subsidy does not indude increases in 
enrollment or capitated revenues. 
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Figure 13: Projected General Fund Subsidy Increases FY14-FY19 (in millions) 
, •••••• ..................................... "*" ............................................... 1111 ................................ . 

FY13-14 FY14-15 FY15-16 FY16-17 FY17-18 FY18-19 
Budget (Year 1) (Year 2) (Year 3) (Year 4) (Year 5) 

(Baseline) 

These rost growth rates, roupled 
with the impact of the ACA, will 

be unSJS:ainable unless hiS:orical 
ooS: trends are reverrecf or 

otherwise mitigated. 

Absent any interventions, the 
general fund rontribution by the 
Qty is projected to reach $831 

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

FY19 . 

................•................•........•.....•...••..........•...••••........•.... 
. Source: Department of Public Health viaHMAFinancia!Projecticm Model. 

Gven DA-f s main cost drivers and HM,t>;s fiscal recommendations, the following are three key areas to control 
exists: the um: Affiliation ~reement, s=G-i operating exists, and exist reporting. This section will identify the 
actions already accomplished and strategies for cost oontrol and management. 

Strategy 14: Create Shared Financial Incentives with UCSF 

The UaF relationship is a long standing, mutually beneficial partnership that has served the s:in R-andsro 
eximmunity for more than one hundred years, formali:zed in a written Affiliation ~reement 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 urn= Affiliation ~reement 
is at $154 million in FY14 and comprises approximately ten percent 
of the annual DRi budget and 15 percent of the annual s=G-i 
budget. Through the HMAengagement, the Network identified key 
areas around fiscal management of the urn= 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 um: 
partnership can be found in ,Appendix Ill. 

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

Health reform and the 
managed care environment 
require tracking, meaSJring, 
and reporting for regulatory 
rompliance and achieving a 

rompetitive edge. 

fas a large portion of s=Gi S:aff 
and the DPH budget, the UCS: 

Jl{Jreement must be 
reS:ructured and new 

meaSJresenforced to remain 
oompetitive. 
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driven management of the UaF Affiliation ~reement as well. 

D By the end of FY14 the Network intends to support a bendlmarking study to identify best practices in 
hospital-academic institution affiliation agreements acrnss the country to understand key reporting and 
accountability measures. 

D By the end of FY15 the Network intends to utilize the best practice researdl when evaluating the 
~reement, in partiaJlar the addition of key reporting requirements, riS<-reward provisions, billing 
expectations, and regular review of non-faaJlty oosts and leases. 

Through the implementation of these strategies, DPH. in partiaJlar the Network, will centralize all UaFcontract 
management and decision making to ensure transparency and, most importantly, realize improved productivity 
and reduced oost growth. This year-over-year management of the UaF Affiliation ~reement and associated 
costs will help DA-I adlieve financial sustainability and increase mutual accountability. 

Strategy 15: Analyze SFGH New Facility Costs 

s=G-1 operating costs comprises approximately one-third of DAis annual C?eneral R.md subsidy and more than 
50 percent of DA-I 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 costs must be within the capitated rate 
for the Network to remain financially sustainable. SJ, there are opportunities to prevent acute admissions 
through a strengthened ambulatory system (as discussed in Olapter 1 ), as well as opportunities to control costs 
in the acute setting at s=G-l As a result of the I-MA engagement, there have been three key financial 
adlievements at s=G-1: (1) implementation of salary and fringe variance reporting by cost center, (2) 
development of an s=G-1 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 costs. 

D s=G-1 will continue to evaluate one-time transition costs and ongoing new facility costs to ensure that 
new equipment and FTEs are justified by volumes. 

D Saffing costs comprise approximately 50 percent of s=G-f s operating expenses; therefore, a detailed 
examination of staffing levels against similar hospitals and benq,marks coupled with a study of the 
dient population and volumes is needed by the end of FY15. 

D su-twill also operationalize a bendlmark database so s=G-1 can compare productivity and volumes 
against similar academic teadling hospitals across the nation. 

These strategies will be used to refine the operating budget for the new s=G-l This updated budget coupled 
with proactive budget variance reporting will provide s=G-lwith tools to better manage and oontrol costs. 
s=G-fs ability to manage costs is imperative to the overall financial sustainability of the Network, DPH, and the 
aty as many of the services provided in an acute setting are now capitated. Oose management of costs against 
volumes is a key strategy to adlieve financial sustainability in the long term. 
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Strategy 16: Develop Cost and Performance Reports for Cost Centers 

In recent years, DPH has required supplemental funding from the General R.md 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, DPH leadership implemented expanded financial reporting to the Health O:lmmission to 
hold DPH acoountable to the O:lmmission and aty leaders if overruns occur. If overruns occur, DPH will present 
a corrective action plan. 

To allow managers to make effective decisions on rerources, DPH aims to develop cost and performance tools 
for all Network units and oost centers. rn-1 has oommitted to use these reports to hold the appropriate staff 
acoountable. It is anticipated these reports will be produced for all units and oost centers over the next few 
years. 

In sum, the Network must not only inctease the number of dients served to help offset state and federal 
revenue losses, but also effectively manage costs to ensure the Network, DPH, and the aty remain financially 
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-I has worked toward integrating patient delivery for nearly three years and developed the following 
definition for DA-fs integrated delivery system (IDS): a comprehensive system of care that isdinically and 
financially accountable to provide coordinated health services to the individuals it serves and improve the health 
of the community. 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 continue to be rooted in the contention that DPH is 
critical to the populations and communities it serves. Between J.me 2011 and May 2012, an internal IDS 

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

HMA Engagement 

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

1. Prepare DA-I to compete for dients as the healthcare environment changes and financial reimbursement 
moves <NVay from fee-for-service and towards capitation 

2. Transform and integrate rn-1' s delivery system and corresponding support systems into a provider of choice 
and <NVay from the provider of last resort 

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

Visioning 

Building upon the previous IDSwork, 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 DPH as depicted in Rgure 14. This graphic illustrates DFHs relationship between the 
health of our community's population and the importance of a strong integrated delivery system. The core of 
public health must be strong for the greater S:in Francisco system to have and maintain a healthy population. 

15 Department of PUblic Health. Presentation of the Integrated Delivery $,>aem Flanning Project, May 15, 2012 Rltrieved Jmuary 15, 
2014 from hit p:// bit.ly/ 1 pVW3kk. 
16 Theteamswere Olre Management, Oinical Leadership, Heclth Promotion and Cisaase Prevention, Innovations in Health Care, and 
Quality and Utilization Management. Department of PUblic Health. 
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The two primary roles of DA-I in this new healthcare environment are to (1) externally, improve the health of 
the population by maximizing enrollment into new health insurance options and (2) internally, DA-I must 
prepare the health care delivery system to become the provider of choice for dients. 

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

The Network (s=HN) provides direct health care·servic:es to 
insured or oovered dientswhose care is managed through the 
Network, from primary to acute to long term care. 

Health serviaasfor the whole oommunit indude services for 
those dients outside of the Network but still in the safety-net, 
for example, undocumented immigrants and homeless/transient 
populations. lndudes a>mmunity behavioral health and trauma 
services. 

p(jpulation ~e~th aims to improve the health of the entire 
population through environmental health, disease oontrol, 
asse$1'Tlent, and housing . .............................................•...••...........•.......•.............. 

Source: Departmmt orPublicHealth. · 

Prioritization 

The intensive DFtl IDSdevelopment, prioritization, and planning effort took place over the summer of 2013 via 
' DFtl-HMAAction 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 DA-l, and (3) move the two years of IDS 
planning into the implementation phase. Rgure 15 depicts the six .Adi on Teams developed and the main 
objective of each team. Throughout the proce!?S, the leaders of the Action Teams formed the Integration 
Seering Cbmmittee (I~, which served as the key planning and monitoring group for health reform readiness 
activities and IDSdevelcipmenf. 

The output of this three-month, joint DFtl-HMAeffort from J.me to ~ptember 2013 induded strategic and 
intensive intra-departmental oollaboration, and a priority list of key rea>mmendations for improved systems 
change in light of health reform. On a::tober 1, 2013, the planning phase ended and implementation began with 
the launch of the aty's public health integrated delivery system, called the S:m R"ancisa> Health Network 
(referred to as "the Network" in ~his report). 
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Figure 15: DPH-HMA Action Team Objectives ............................................................................................................................. 
From ..I.me to S3ptember 2013, DA-I and HMA worked intensely via six .Adi on learns on specific objectives, 
all aimed to turn DA-fs integrated delivery system into a reality. 

care Coordination 
dJevelop a centralized care 
cnordination model, align case 
management structure, improve 
a::cnuntability. 

Rnance 
roeate a finance structure that is 
a::cnuntableto DFHandthat 
aea!esfinancial information to 
allow all managers at s=oA-ito 
mare in that accountability. 

Institutional/ Fbst
lnstitutional 
ddentify organizational structures 
that enhance care delivery and 
cnmmunication related to patient 
flow. 

S:ate and Federal Fblicy 
CBegin a dialogue with state and 
federal officialsthat supportsthe 
innovations in DFH financially and 
cnnsstent with health care reform. 

Ambulatory care* 
dntegrate and realign the current 
ambulatory based services, 
resources, and organization to 
retain members and serve them 
more efficiently and effectively. 

Managed care 
cDevelop and implement a strategy 
that establiS'iesthe infrastructure, 
processes,metrics, a=untabilities, 
and cnntractual relationshipsfor a 
ruccess'ul managed care 
enterprise . 

..........•......•......•..•.•..........•.....................•.....••............... 
Soorce: Dq>artment of Public Health. *The ambulatory care sub-groups included the fullowing: 1. Panel Sizes, 2. Operational Issues, 3. 
Organizaticmal Structure, 4. Critical Capital and HR Investments, 5. Health Homes, 6. Specialty Services 

Implementation 

HMA assisted DA-I 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 DPH. The reorganization and 
integration of DA-fs patient delivery system into the Sm R"andsco Health Network is depicted in Rgure 16. /ls 
Rgure 14 illustrates, the core of the public health system (the Network) must be strong in order for the greater 
Sm Francisco system to maintain a healthy population. 
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Figure 16: San Francisco Department of Public Health Organizational Structure ............................................................................ ········--·······•••11••························· 
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Source: Department of Public Health. 
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APPENDIX II: INVESTMENTS 

ACA Impact on Investments 

Ps the Background and Olapter 3 state, the provisions of the 
Affordable 03re />d:. (ACA) and resulting changes to the 
healthcare environment are challenging the Sm R"andsco 
Health Network (the Network) to improve efficiency of care 
while also improving quality. The three main challetiges facing 
the Network are: (1) timely access to care (with N:'A, dients 
have a right to care within a reasonable time), (2) adapting to 
capitation payments, which aeate greater incentives to reduce 
unnecessary high cost care and invest in prevention and care 
management, and (3) inaeased competition, since dients now 
have more choice in choosing their provider. The Network must 
move from a "provider of last resort" to a• provider of choice." 

To meet these new challenges and succeed in the new 
environment, the aty and the Network must quickly identify 
and strategically increase investments in its health system 
infrastructure; in particular, investments in human resources, 
information technology, and dinic facilities. Please refer to 
Olapter 1 for a discussion of dinicfacility investments important 
to improving aocessto careand patient flow. The next two 
sections diSOJss key strategies coming out of the HMA 
engagement regarding human resource and information 
technology investments. 

Human Resource Strategies 

For organizations in direct patient care such as hospitals, dinics, 
and public health systems, the PCA and the managed care 
setting require quality, a:ist-effective, and oost-consciouscare. 
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) inaease staffing flexibility based on 
demand for services 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 
efficient care, and more effectively compJte with other 
providers. 

Pa1:,,.,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 deliver\' 

system 
•Resolve hiring barriers 
•Increase staffing nexibillty 

Information Technology (IT) 
• Develop an IT strategic.plan 
• Devel.op an IT financing 

plan 

i:linic Facilities 
See Chapter 1 
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Reorganiz.e and Restructure the Delivery System 

The DAi IDS planning proress and the HMAengagement, induding the work of the 2013 Action Teams, resulted 
in the development and adoption of the Sm A"ancisco Health Network on Q:tober 1, 2013. The rollout of the 
Network and reorganization of the delivery s}tstem ac; depicted in Rgure 16 is a crucial first step towards 
becoming a" provider of choice." Informed by HM.A: s experience integrating other oounty public health systems, 
the Network developed job descriptions for key leadership positions in 2013. These key positions indude the 
Network Director and Ambulatory Qire Director. In addition, the reorganization established a Managed Qire 
afire for the Network which aims to hire a Managed Qire Director by the end of FY14. For more information on 
new leadership positions and the Managed Qire Office, see Olapter 2. For more information on additional 
Ambulatory Qire human resource strategies, see Olapter 1. In addition to the Network leadership positions, 
DAi also hired key leadership positions, induding the Human R:lsourres Director and Olief Information CTficer. 

Throughout FY14 and oontinuing into FY15, the Network needs to oontinue to develop its integrated structure 
and staffing strategies among Ambulatory Qire, Rnance, Managed care, and Transitions (formerly Cbmmunity 
Aarement). The Network has pledged to monitor the impact of organizational and culture changes on staff 
through a quality improvement process, 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 reoommendation was to develop effective strategies as soon as possible to reduce recruitment and 
hiring barriers. This indudes streamlining the DAi and aty recruiting and hiring processes to reduce the time to 
hire. 

The hiring of DFH s Director of Human R:lsourres in August 2013 was a 
major milestone. As a result of the HMAengagement, DAi identified 
and started to implement 14 action items to improve personnel 
processes in conj unction with the aty' s Department of Human 
R:lsourres (~. This indudes a secured agreement from DHRto 
accelerate hiring of key DAi and Network leaders, and ongoing weekly 
meetings with DAi divisions to identify and accelerate hiring of key 
positions. .DAi has committed to continue to identify and resolve 
barriers to hiring to appropriately and flexibly staff the Network. 

Increase Staffing Flexibility 

To meet the human rerource 
cnallengesof ACA, the Network 

mu& &rategically and 
rua:essfully engage DHRand 
other Oty partners to remove 
hiring barriers and increase 

&affing flexibility. 

The third human resource strategy identified during the HMA engagement is staffing flexibility through 
redeployment of staff; that is, redeployment based on dient demand, cros.Ytraining, and professional 
development. HM.A:s early assessment of DAi induded a lack of front-line workers, over-staffing in certain 
areas, and inefficient staffing structures that have led to uncertainty regarding acx:ountability. HMAernphasized 
the need to sufficiently and appropriately staff the front-end of the network (i.e., primary care) in order to retain 
its dients. HMAalso identified a lack of dear messaging to contract and labor partners regarding the future 
need for staffing flexibility as a result of the new environment. 

R3rent achievements to improve staffing flexibility, efficiency, and hiring indude: 
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D Implementing l..E!\N at s=GI: To improve efficiency in select hospital units, s=GI adopted the process 
and quality improvement method known~" LEAN' in 2012 Through August 2013, 35 staff have taken 
l..E!\N certification training, four units have undergone a value stream mapping process to increase 
efficiency, and 11 • Kaizen," or rapid improvement events, have taken place. 

D Hiring Key Leadership and Messaging: Prior to J:muary 1, 2014, DFH began to hire and staff key 
leadership and staff positions described in Oiapter 1, S;rategy 1, who have begun to educate and inform 
key partners of the impacts of f:iCP.. on staffing. 

/ 
D MeasuringS:aff vs. Volume. DFH has prioritized the measurement of staffing needs. HMAdeveloped a 

productivity measurement tool as a first step in helping s=Gi leadership identify staffing compared to 
volume, with high-level comparisons to select hospital systems across the country. 

o Identifying Alysidan R:lcruitrnent Issues. HMA identified the high cost of living in s:in R"ancisco 
compared to relative salaries offered at DFH as a key barrier to primary care physician recruitment and 
retention. R:lfer to Appendix Ill for information regarding physician pay-for-performance incentives. 

D a-eating ari HR S;rategy for FU\11 H. HMA recommended the creation of a human resources strategy 
specific to the Network's adoption of the Patient-Centered Medical Horne (FU\/IH) model. This indudes 
developing the competencies, job descriptions, performance evaluation, and identifying essential 
positions specific to FU\/IH teams. HMA recommended dosely linking competencies in training programs 
and ongoing competence building for FU\/IH practices. S3e Olapter 1, S;rategy 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 

lhe new healthcare environment must be accompanied by robust data and reporting systems that enable 
identification of key issues and trends. lhe 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 oontain 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. 
lhe 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 oornbine data s:>urces to facilitate acoountability and effective 
planning. N. the same time, DPH staff and partners are overwhelmed with 
the amount of data currently required to be oollec:ted and reported (e.g., 
regulatory, research, grant program evaluation). 

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

flmong many IT needs of the 
Network, implementing system
wide electronic health records 

and financial management 
rolutions will be critical to 

suo:ess under the ACA · 

In the Siert term this requires 
significant planning and 

identification of sustained 
financial rerources. 
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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(~ 17

, but in the short term, immediate solutions are needed to support oonnectivity, dient 
management, and financial acoountability. To acoomplish 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 

DPH' 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. Prior and during the HMAengagement, a preliminary asseSSTient of the existing IT systems 
took plaoe. Moving forward DFti must immediately oonduct a formal asseSSTient of the IT system 
options and identify a system-wide, interim solution in lieu of an expensive, stand-alone 8-IR 

2. Interim Interfaces. Using the formal asseSSTient results, the seoond, oomplimentary approach is the 
strategic implementation of interfaces and updates to software and hardware, induding the IT 
reoommendations for ambulatory care discussed in Cllapter 1. The Network is now exploring the 
following options prior to the identification and purchase of a large 8-lRor financial solution: 

1 D R3porting. R3porting tools that provide standardized reports across multiple systems. These 
tools, induding data visualization, may oost in the thousands of dollars per lioense annually. 

D Business Intelligence/ Decision SJpport. Tools aimed at providing a means to aggregate, 
analyze, and report key financial information. In some cases, these tools can oost hundreds of 
thousands of dollars, and relies on feeds from existing systems in lieu of a larger integrated 
solution. The O:mtroller's Office provided DA-1 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, induding a single 8-lRsolution, to support the oomprehensive services provided. Through 
O:mtroller's Offioe benchmarking interviews, a single 8-lRmay oost approximately $200-$300 million to develop 
and implement, and requires significant ongoing staff oommitment and support. DA-1 is already exploring the 
implementation and ongoing maintenances oosts for a single 8-lRsolution with a technology oonsultant. 

R3gardless of the specific solution obtained, an integrated IT system and strategy must indude: 

D flll application that provides dashboards and reports dient information using a data warehouse 
D S:andardization and interoperability, enabling the quality measurement, ooordinated care, and financial 

rigor required by the new AO\ environment 
D Population care management tools that allow for traoong and optimization of key prevention and 

disease management outoomes 
D flll integrated, oounty-wide health information system for dinical, quality, and financial measures 
D Training and staff support 

17 Bectronic Health Feoord: a longitudinal electronic record of patient heath information generated by one or more encounters in any 
care delivery setting. Included in this information are patient demographics, progress notes, problems, medications, vital signs, past 
medic:al history, immunizations, laboratory dataand radiology reports. The 8-lRhastheabilityto generate a complete record of a clinical 
patient encounter including evidence-based decison support, quality management, and outcomes reporting. 
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Identify and Implement an IT Financing Strategy 

A diverse and sustainable financing strategy must be developed to support the resulting long term IT S:rategic 
Aan. The Mayor's Office, Qmtroller'sOffice, and theQimmittee on Information Tedmology (OJll) will be key 
stakeholders in supporting the final strategy. Purdlasing and implementing a network-wide 8-IRis not only a 
significant financial rommitment but there is also a resource ccimmitment for leaders and staff to utilize the 
system to its full potential. HMA rerommended two strategies to finance this large rommitment. 

.1. Partnerships. During the HMA engagement the following stakeholders were identified as highly 
interested or proceeding with 8-IRimplementation. The key to this rerommendation is to engage 
stakeholders in the planning process to determine the type of par:tnership and mutual investments that 
rould help offset the rost of 8-IRimplementation. Bcamples of these benefits include the following: 
D For the UCFMedical Qmter, a shared 8-IRwould significantly improve rommunication and the 

sharing of information between s=Gl-I and Ua:Fproviders and Ua:Fresidents, resulting in better 
care roordination. 

D For the UCS::Medical S::hool, training residents and performing research may be easier and more 
rost effective with quick access to client data through a shared 8-IR 

D For the S:m Francisro Health Plan (s=HP), an 8-IRwill result in higher levels of rompliance and a 
higher ranking among health plans. 

2. 9:llf-Rnancing. Of the numerous financing options explored through the HMAengagement, HMA 
rerommended self-financing as a possible sustainable option. This option rould improve long term 
financial performance and operations and would reinforce the rost-conscious culture aeated by health 
reform. 

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

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

DFH and the Qty will need to 
rommit to sgnificant 
investments in human 
res::iurces, information 
technology, and dinic 

facilities in order to meet the 
ACA. requirements for patient 

care aocess and quality 
improvement, and to achieve 

financial sustainability. 

In sum, the Network and DFH should develop a dear IT strategy and sustainable IT financing 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 rover 
more people, improve quality, and rein in rosts, partnerships will 
berome all the more important. DA-I and the Network must build 
and strengthen its strategic partnerships and rollaborations to 
increase revenue and manage rosts. 

Partnerships to Increase Revenue and Manage Costs 

/is discussed in Olapter 2, the rerent DA-I reorganization and 
development of the S:!n 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 HllllA engagement identified 
key partnerships and risk arrangements to help increase revenue 
and manage costs. · 

San Francisco Health Plan 

With HMPi s expertise, the Network worked dosely with the S:!n 
Francisco Health Aan (s=HP) 18 to create a plan to contractually to 
set up rontractsfor sharing capitation payments with consortium 
dinic partners. Moving forward, the Network must next work 
dosely with s=HPto aocomplish th~ follbwing strategies. 

1. Medi-Cal Ei<pansion Population Enrollment Srategy. The 
Network should work with s=HPto rontinue to reach out 
to the potential Medi-031 expansion population. 

2. /issess Division of Rnandal Fesponsibility. The Network 
should re-assess the a.irrent division of financial 
responsibilities with s=!-lP. This is spelled out in a contract 
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. 

Page48 

• Evaluated UCSF physician 
group (CPG) risk-sharing 
relationship 

• Identified potential 
con;imunity part.ners 

• Jnter'i!iewed SFCllnic· 
Consortium leadership 

• Str~tegiz~d plan with SFHP 
regarding Consortium 

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

·other Key Partnerships 
• Clinic Consortium, State; 

Local Leader~, Business 

18 83n R"andsco Health Flan: s=HPis a licensed community health plan that provides affordable health care coverage to over 80,000 low 
and moderate-income families. It is one of the two Medi-CBI plans offered in s= Cl:lunty and also ac:tsasth11Healthy83n R"andsco 
program'sthird party administrator. 
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3. EXplore R.Jture Collaborations and Plans. The Network must ass3SS the rurrent services received as part 
of the four percent administration fee to s=HPfor Medi-Cal administration and determine additional 
mutually beneficial investments and rollaborations, such as the investment in an 8-!Rsystem disrussed 
in .Appendix II. s=HPwould benefit from a rontinued close partnership due to the expansive set of 
services and providers offered through the Network. The Network would also benefit due to the large 
number of Medi-c:al enrollees and potential Covered CA enrollees (if s=HP decides to berome a qualified 
health plan on the &change). 

In the future, a sua::essful partnership and enrollment strategy with s=HPwill result in an inaeased share of the 
Medi-Cal expansion rurrently underway and its related client revenues. 

Covered California Health Plans 

k3 desaibed in the bad<ground section and in Olapters 2 and 3, Covered CA rurrently offers five qualified health 
plans for Sm Francisro residents. During the HMAengagement, the Network explored contracting with one of 
the five plans. k3 of the end of 2013, the Network still is not rurrently a provider within any of the qualified 
health plans. In the medium and long term, the Network shouid rontinue to pursue this possibility and Network 
leadership has rommitted to doing so through its new Managed Gire Office. 

University of California, San Francisco 

k3 desaibed in Oiapter 3, the Affiliation l'Qreement with Uc:F is a aitic:al partnership to providing the system's 
quality patient care, but it is also a growing cost that cannot be sustained over the long term, with an inaease of 
more than seven percent alone from FY13 to budgetec;l FY14 rosts. In addition, Uc:Fphysicians possess a 
significant amount of rontrol over operational efficiency in the Network but HMA found without a clear and 
structured mechanism for aocountability. Thus there is an opportunity for expense control through the 
successful management of this.Ageement. 

DJring its engagement with DPH, HMA recommended the Network re
evaluate, and through negotiations, build a stronger and more strategic 
rollaboration with UaFvia these strategies: 

D Feduc:e s=G-1 operating costs and make the Network more cost
effective and market rompetitive 

D 81courage ucs= and its farulty to support the goals of the 
Network through better aocountability 

D 81courage ucs=to support the DP!-! operationally and 
financially (i.e., in the implementation or sharing of an 
8ectronic Health Fecord (~ as desaibed in .Appendix II) 

Through the HMA engagement, DP!-! has already recommended the use 

An extensive delay in obtaining 
vaiid and reliable ucs= physician 
co& data was a major diallenge 

in HM.A:sanalysis. 

To s:ilve this, additional 
rontractu·a1 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 Uc:Fs 
Oinic:al A"actic:e G'oup (CFG) and s=G-1. In the medium term, the Network plans to continue to work with s=HP 
and Uc:Fto develop a clear payment methodology and incentive structure for the CFG. 
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"8 a result of the HMAengagement and the lad< of data necessary for tracking and analysis of ucs= expenses at 
the hospital and Network level, HMA recommended the following strategies to bring the ucs= Affiliation 
,Agreement in line with more recent affiliation agreements across the country. 

D Physician Pay-for-Ferformance. Physician 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 physician pay, on average. A.Jblic hospitals have been generally slower 
to adopt "pay for performance" for physicians. 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 County, and D3nver Health. Common components of compensation 
goals for physicians indude productivity, quality of care, and other institutional goals related to 
operations and finance. 

D Metric R:lquirements, Rsk-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 teITTl, a re-assessment and potential restructuring of the 
,Agreement to ensure a dear mechanism for accountability. 

D Benchmarking/>8sessment. In the short term, additional benchmarking of affiliation agreements 
between hospitals and aca::iemic institutions is needed to inform the types of reporting requirements 
for the ,Agreement. 

Labor 

1,n health care markets, employee organizations and their agreements with health provider organizations 
significantly impact the cost of doing business. The aty 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 Sm R'ancisco. To meet the goal of adapting to the new environment, therefore, DA-I and the aty 
must identify and effectively strategize for the outcomes most important to the Network's suocess in its labor 
agreements. 

D.Jring the HMA engagement and during DA-f s roll-out of the new Network, DA-I leadership reached out to its 
employee organizations regarding the updated changes. DA-I and the Network have committed to continue this 
outreach and partnership, which will be crucial to facing the health care changes together and making the 
Network and the greater health system viable into the future. 

D.Jring 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=Gi 
has committed by the end of FY14 to begin to supply data to a share? database sponsored by the University 
Healthcare Consortium 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 am R"ancisco OinicQmsortium is a group of oommunity-bared, non-profit health clinics, inclusive of a 
select number of the Network's community clinics. D.Jringthe HMAengagement, DPH interviewed and informed 
Oinic O:msortium leadership to discuss and share the new Network's strategy. In the medium and long term, 
the Network and its Ambulatory <He leadership need to continue to engage the Oinic O:insortium, assessing 
this partnership and the associated opportunities and risks. 

State of Califurnia 

/ls discusred in Oiapter 3, it is essential that the Network maintain a positive working relationship with the 
state, pursuingopportunitiesfor improved reimbursement and new programs. The state will remain aaitical, 
ongoing source of funding in the new environment, playing a central role in key revenues such as Medi-031 rates 
and Fealignment funding. Aease refer to Olapter 3 for specific initiatives and strategies. 

Local Leaders and Decision Makers 

The aty and O:iunty of S:m R"ancisco'sdepartments, the Board of SJpervisors, the Health O:immission, and the 
Mayor's Office 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 conjunction with the Health O:lmmission has committed 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 

/ls a key provider of health care coverage, the business community is a key stakeholder that DPH must continue 
to have an open dialogue and partnership with for ACA to succeed in am R"ancisco. 

The Mayor's Universal Healthcare O:luncil (UHQ, a diverse group of public, business, health and education · 
stakeholders, was re-convened in 2013 to identify and assess issues resulting from the intersection of the PCA 
and the Oty's Health <He S3rurity 0-dinance (I-JCS)). The 41-member UHCwas co-chaired by Director Barbara 
C?ercia and Dr. amdra Hernandez, former CE) of The am R"ancisco Foundation. The data-driven process did not 
seek oonsensus from all members, but did examine am R"ancisco's implementation of the federal ACAand 
provided a summary report with collected recommendations from the group. 

/ls health reform and its impact on the business and labor communities unfold over the next few years, DPH and 
the aty must remain engaged in the issues and challenges that arise. Mditional information regarding ttie UHC 
can be found at http://www.sfdph.org/ dph/ oomupg/knowlcol/ uhd default.asp. 
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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 

D 

D 

D 

D 

4. Request for letter beginning "Supervisor inquires" .__ _______________ _____, 

5. City Attorney request. 
....-----------. 

6. Call File No. from Committee. 

7. Budget Analyst request (attach written motion). 

8. Substitute Legislation File No. ~' -----~ 
9. Reactivate File No. ~I-----~ 

D 10. Question(s) submitted for Mayoral Appearance before the BOS on .__ ____________ __, 

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

D Small Business Commission D Youth Commissi.on 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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