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AMENDED IN COMMITTES
11/5/14
FILE NO. 141097 ORDINANCE NO.

[Adminis’;rati\)e €ode - 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‘provisidn of services to individuals covered
under federal and state programs including subsidized health coverage for low income

populations.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.
Additions to Codes are in smgle-underlzne ztalzcs Times New Roman font.
Deletions to.Codes are in 2 .
Board amendment additions are in double-underlmed Arial font
Board amendment deletions are in
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:

Section 1. The Administrative Code is hereby amended by adding Section 21.44, to
read as follows: '

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

(@) Findings.

(1) The federal government and_state government continue to increase the proportion of

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

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

managed care eligibility to individuals below 138 percent of the federal poverty level, establishing pilot

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

care, and establishz‘ng&z‘dte health exchanges to provide federally-subsidized health insurance for -

persons with incomes up to 400 percent of the poverty level.

Supervisors Farrell, Chiu, Campos
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(2) The Department of Public Health’s (“DPH”) mission includes the provision of high-"

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

access health care through federally- and state-subsidized programs. Historically DPH has fulfilled

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

Francisco Health Authority, also known as the San Francisco Health Plan (“SFHP”) authorized by
California Welfare & Institutions Code § 14087.36, and Administrative Code Chapter 69.

(3) Under the shift to a managed care-focused system 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 g provider. If DPH cannot offer itselfas 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.

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

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

for insurance under the Affordable Care Act (“ACA”) (see. 42 US.C.A §18091 and 26

US.CA.850004). In 2016, the federal government plans to reduce the Disproportionate Share

Hospital program, which has been a source of funding for safety net providers, like DPH, for many

years. Sz‘milarlv. under ABSS (June 27, 2013). the State of California will recoup indigent health care

realienment allocations, funds that formerly went to counties. In.both cases, providers such as DPH

are expected to replace those revenues by increasing enrollment of persons who are newly eligible for

managed care insurance programs.

(5) Shortly after the passage of the ACA, DPH entered into a vear-long Integrated

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

must transition from a “vrovider of last resort’’ to become a “provider of choice” to retain clients

newly enrolled in insurance under the ACA.

Supervisors Farrell, Chiu, Campos :
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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 §\fo. 141097, concluded that in order to maintain excellence in patient

care and financial health, DPH should focus on increasing “the number of insured 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 of insured patients in
\ ‘

its network by 30.000 over the next five vears. The timely ability to enter into and modify managed care

contracts is critical to achieving these goals.

(7) In July 2013, the City convened the 41-member Universal Healthcare Council

(“UHC”)_engaging a wide range of stakeholders to examine San Francisco’s implementation of the

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

141097, adopted guiding principles, including: g commitment to “full implementation of the ACA in

San Francisco;” “maximizing enrollment of San Franciscans into the new insurance opportunities

created by the ACA:” and sharing responsibility among all sectors of society, including City

oovernment,_to “reducfe] the number of uninsured residents and ensurfe] access to care.” To meet

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

i

ACA.

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

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

established Covered California, which provides a marketvlace where z’ndz'viduals can purchase health

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

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

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

individual mandate in the ACA. Throu,qk Healthy San Francisco and other programs, DPH has

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

health insurance under the ACA’s individual mandate. For many of these individuals, obtaining

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

(10) The only way to become a health care provider to individuals insured under

Covered California is fo enter into contractual arrangements with one or more of the state-quthorized

insurance providers. DPH currently serves approximately 5,000 individuals who will be eligible for

Covered California subsidized insurance in 2015. If those individuals choose to enroll in insurance

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

specialty care, and other services from DPH. and will be forced to move to another provider, unless

DPH enters into contracts with those insurance companies.

(11) To participate in the new health care markets, DPH will need flexibility to enter

into and modify managed care contractual arvangements. Most insurers operate with an gnnual 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 strugele to meet timelines expected in the industry, which could

limit its ability to retain patients and revenue.

(b) Acting under Charterj section 9.118, the Board of Supervisors authorizes the Director of

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

the City to provide health care services at DPH facilities, including, but not limited to, primary care,

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

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

per individual and is financially responsible for managing health care costs of its patients, or a hybrid

of the two. The term of any such contracts may-not-exceed-three-years-and-shall terminate no
later than December 31, 2017 and shall be subject to the review and approval of the Controller for

Supervisors Farrell, Chiu, Campos
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consistency with the terms of this Section 21.444. The DPH annual budsget shall show the revenues

from the contracts as capitation rates or patient fees (collectively “Rates of Reimbursement”).

(c) Rates of Reimbursement for health services in contracts entered into under this Section

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

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

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

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

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

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

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

this Section 21.44, the Controller shall consider net payments the City will receive for health services

provided by DPH after removing administrative f_ees and other amounts that state law allows the San

Francisco Health Authority or other provider to withhold,

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

coordination with DPH, shall conduct an analysis of health care services payment rates to ensure that

the rates in the DPH contracts are within a reasonable range of the industry standard or that of

comparable health systems. and identify opportunities to improve contract terms.

(e) _ The Director of Health shall provide quarterly reports—ceramencing-en between

September 1, 2015 and December 1, 2017; to the Health Commission of the contracts approved

under this Section 21.44, and the aggregate amount of reimbursement and revenue generated. The

Director of Health shall provide an annual reports, no later than July 1, 2015, July 1, 2016, and July
1, 2017 and-each-July-first-thereafter; 1o the Mg_zor and the Board of Supervisors. indentifyingies

the contracts approved and the ageregate amount of reimbursement and revenue generated,

Supervisors Farrell, Chiu, Campos
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Section 2. Effective Date. This ordinance shalll become effective 30 days after
enactment. Enactment occurs when the Mayor signs the ordinance, the Mayor returns the
ordinance unsigned or does not sign the ordinance within ten days of receiving it, or the Board

of Supervisors overrides the Mayor’s veto of the ordinance.

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

N S—— A

VIRGINIA DARIO ELIZONDO
Deputy City Attorney

By:

n\legana\as2014\1500221\00969425.doc
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AMENDED IN COMMITTEL
, 11/5/14
FILE NO. 141097

LEGISLATIVE DIGEST

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

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

Existing Law

' )
Charter Section 9.118 requires the Board of Supervisors to approve, by resolution, all

contracts entered into by a department, board or commission having anticipated revenue to
the City and County of one million dollars or more, or the modification, amendment or
termination of any contract which when entered into had anticipated revenue of one million
dollars or more.

Amendments to Current Law

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

The rates of reimbursement will be equal to or higher than either:

(1) Fee for Service: the California Department Health Care Services (DHCS) published
Medi-Cal fee for service rates, which are updated monthly and posted at http:/ffiles.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://iwww.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
reasonable range of the industry standard or that of comparable health systems, and identify
opportunities to improve contract terms.

The Director of Health will provide quarterly reports until 2017 to 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



AMENDED IN COMMITTEL
11/5/14
FILE NO. 141097

Background Information

The federal government and state government continue to increase the proportion of safety
net health care services provided under a managed care model. The DPH’s mission includes
providing high-quality health care to all San Franciscans, including the uninsured and low-
income individuals who access health care through 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 enroliment
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 énd 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
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BUDGET AND FINANCE COMMITTEE MEETING NOVEMBER 5§, 2014

Item 2 Department:
File 14-1097 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 Serwces

Key Points

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

» Currently, there are five insurance companies that offer plans through Covered California
and none of these plans allow the insured persons to select DPH as a health care provider.

. According to Mr. Greg Wagner, DPH Chief Financial Officer, DPH did not enter into any
contracts with these insurance companies to be a health care provider during the 2014
open enrollment period in part because DPH was not able to quickly move the necessary
contracts through the City’s Charter-required approval process. DPH is requesting the
proposed ordinance to prevent such a delay for future contracts that are currently being
negotiated. " :

Fiscal Impact

e 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
’(co $30 million of new revenues per year starting in 2019.

Policy Consideration

e 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 S1
million in reimbursements or revenue to the City”.

e Approve the proposed ordinance as amended.

SANFRANCISCO BOARD OF SUPERVISORS ) BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE .MEETING NOVEMBER 5, 2014

MANDATE STATEMENT / BACKGROUND

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 California’ ). 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 mahaged care
plans, including the San Francisco Health Authority and Anthem Blue Cross. Any person who has
health insurance through these two plans, can select DPH as his or her health care provider and
can receive health care services from DPH, with the costs of such services reimbursed to DPH by
those two plans.

Under the ACA, additional San Franciscans will enroil 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 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. 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.

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

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

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FﬁsIANCE COMMITTEE I\/IEETING. NOVEMBER 5, 2014

DETAILS OF PROPOSED LEGISLATION

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

According to Mr. Wagner, DPH has had discussions with four® 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 rate®, 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 approximate‘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 three years.

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

Under the proposed ordinance, DPH is required to submit (1) quarterly updates to the Health
Commission about these managed care contracts identifying the amount of revenues received,
(2) annual reports to the Board of Supervisors and the Mayor, and (3) biennial analyses with the
Controller’s Office to guarantee that therates 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

® 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.

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

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

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

Additionally, not all persons who receive care through DPH will be covered by one of the plans
in Covered California or will have insurance. In such situations, DPH will not recover costs from
third-party insurers but will charge the individuals directly, or will subsidize the cost)of services
through the City’s General Fund. Alternatively, if DPH is not a contracted provider under a
patient’s designated managed care health plans, those patients would not be authorized to
receive services through DPH (except for emergency services) and DPH would not be
reimbursed for those patients.

POLICY CONSIDERATION

Deferring Charter-Required Approvals

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

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

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

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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San Francisco Universal Heal’rhcare 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 diadlogue fo 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:

e 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 ifself remains infact. 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.

o Potential affordability concerns remain for some. Due to the high cost of living
and doing business in San Francisco compared o 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 generadlly into the following
categories:

e Maintain the Current Status

* Modify the HCSO to Mirror the ACA

e Modify the HCSO Employer Spending Requirement
s Modify the City Option

o Address Camryover HRA Balances

e Conduct Outreach & Research,

o - Other

P 1
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San Francisco Universal Healthcare Council 2013

FINAL REPORT

On July 25, 2013, Mayor Lee asked Director of Health Barbara Garcia to reconstitute the
Universal Healthcare Council (UHC) to engage stakeholders in a data-driven process to
examine San Francisco’'s implementation of the federal Affordable Care Act (ACA) .
and its intfegration with the Health Care Security Ordinance (HCSO). The work of the
original UHC, convened in February 2006 by then-Mayor Newsom, ultimately resulfed in
the enactment of the HCSO, which reqguires 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 Aitachment 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 dllotted for public comment. Complete meeting materials, including issue briefs,
presentations, and minutes, can be accessed through the Department of Public Health
website, at hitp://www.stdph.ora/dph/comupga/knowlcol/uhc/default.asp.

UHC members reviewed in-depth analyses of the ACA, the HCSO, and their impact on
individuals and employers. A summary of the key data examined by the UHC is
included in Attachment 2. They held an open dialogue to share views and concerns
and fo 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 fo which they reflect the UHC's guiding principles (set out below). Rather,
this document presents the complete list of individual UHC members’ suggestions in
order to provide the Mayor with a full accounting of the many possibilities and
considerations generated by the UHC fo inform the City's policy deliberations going
forward.
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UHC Guiding Principles
The UHC unanimously adopted the following guiding pnnmples adapted from the 2006
UHC and updated to reflect the charge of the 2013 UHC in the post-ACA environment.

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

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

3. leverage Stafe and Federal Funding — All available state and federal funds that
support enroliment of San Franciscans into health insurance should be utilized and
encouraged.,

4. Maintain Healthy San Francisco — Though Hedalthy San Francisco is not health
insurance, it provides access to health care services for San Francisco's most
vulnerable uninsured. Af a minimum, Healthy San Francisco should be preserved for
individuals who do not qudlify for publicly-funded health insurance, but also should

- not be an impediment to full implementation of the ACA.

5. Maximize Affordability — Health insurance options must be affordable for San
Franciscans to maximize enroliment.

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 o form the basis of creative local solutions fo provide access
to health insurance and care.

BACKGROUND

Health Care Secumy Ordinance

The Health Care Security Ordinance (HCSO) requires employers with 20 or more ’roTaI
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 parficipants access to a
medical home, which is a health care facility (in most cases, a clinic) through which
participants access their medical care. To be eligible, one must be: a San Francisco
resident, uninsured, earning less than 500% of FPL ($57,450/year), and not eligible for
state or federally subsidized coverage. The City MRA reimburses employee account
holders for eligible health care expenditures.

The HCSO requires health care expenditures in an hourly dollar amount, but the
employer controls how it makes its expenditures. Employers may use a single
compliance strategy for all of ifs employees, multiple compliance strategies to cover
different employees, or use mulfiple 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.!

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

The HCSO has also helped to put San Francisco ahead of the curve in implemenﬁng
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 1¢, 2014. The employer mandate, which requires
employers with 50+ full-time employees to offer affordable health insurance to full-time

! san Francisco Office of Labor Standards, Anaiysis of Annual Reporting Forms, 2010-2012.
? United States Census Bureau, American Community Survey, 2009-2012.
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employees, is effective January 1%, 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 1¢, 2014, 1t also creates a health insurance
" exchange and limited subsidies for small businesses that wish o 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 ail of their employees, a irend that is particularly evident among large
employers and further incentivized under the ACA. Employers who currently pay into
the City Option can also confinue 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 fo purchase individual insurance on Covered Cadlifornia.

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 fo reimburse employees for their health
care expenditures. Typically, HRAs are structured such that employer contributions
expire and the unused funds revert to the employer. 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 diso requires HRA contributions to be "reasonably calculated to benefit the
employee” to ensure that eligible expenses are not subject to restrictions that make it
unreasonable to believe that the employee will be able to benefit fully from the
employer’'s contributions.

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

The ACA market reforms affect HRAs such that they will no longer be available as a
complete HCSO compliance strategy for employees who work more than 20 hours per
week. As of January 1st, 2014, the ACA requires most HRAs fo be integrated with
comprehensive, employer-sponsored health insurance plans.® 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 sfill '
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. Confributions to stand-alone HRAs that were not limited to excepted
benefits did not have this limit.

This change will affect how some employers comply with'the HCSO and will likely have
financial impacts for both employers and employees. Employers who relied exclusively
on HRAs to make health care expenditures for employees working more than 20 hours
per week can no longer do so and will have to choose a different type of expenditure
for any additional hours. Because providing insurance and paying into the City Option
are more expensive than HRAs, this will create additional costs for affected businesses in
2014. Employees will calso 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 January 1+,
2014, individuals who have camryover 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 ifs 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 imited fo treatment of the mouth;

vision benefits imited fo freatment of the eye;

medical indemnity insurance; '

long-term, nursing home, home health, or community-based care; and
. coverage limited to a specific disease or iliness,
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reimbursements for health care expenditures other than excepted benefits will nof be
eligible for federal subsidies on Covered Cdlifornia for any month they carry an HRA
balance. Employees may still spend down their accounts, including by using it foward
unsubsidized purchase of plans on Covered Cdlifornia (if the terms of the HRA allow), or
they may permanently opt out and waive the balance in the account in order to
quailify 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 (13%) had stand-alone HRAs in
2012, many of which will have rollover balances in 2014. These employees are likely fo
be part-time and/or low-wage employees. The carmyover rule also affects employers
who have employees with HRA balances. Under the ACA, these employers must allow
employees to opt out of their HRAs at least once per year; and under the HCSO, these
employers will need to use another strategy to make the required expenditures on
behalf of employees who opt out.

It is important to note that the non-excepted benefit stand-alone HRA issue is a
temporary one. Employers can continue to comply with the HCSO in other ways, and
employees become eligible for premium subsidies as soon as they spend down their
accounts or permanently bp’r out. Any remaining camyover 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 and part-time employees at high risk for not being able to afford coverage.
While the ACA provides new coverage options through Medi-Cal and Covered
Cdlifornia’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 transiate to a lack of
coverage, which ultimately becomes a financial concern for the City.

The UHC identified the following populations and entities as po‘renﬁdlly facing
affordability concerns beginning in 2014.
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_ Potential Affordability Concer

.. - e Smallbusinesses (20-49 employees)
Employers e Businesses relying on stand-alone HRAs
o » ' Businesses choosing to pay penalties’

Undocumented immigrants are ineligible fo purchase insurance through Covered
Cdlifornia and eligible only for limited Medi-Cal benefits.  While low-income
undocumented persons below age 65 will continue to have health care access
through Hedlthy San Francisco or Healthy Kids, those whose income or age does not
qudlify them for these programs may not have access fo affordable health care.

Part-ime employees are less likely o 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 pari-time workers. Employees working 8-

29 hours per week are covered by the HCSO, but those benefits may not cover the full

cost of insurance. The ACA provides financial assistance for individuals with incomes

between 138-400% of FPL ($15,856-$45,960 per year) when purchasing insurance on

Covered Cdlifornia. The amount of the subsidy declines sharply between 250-400% of

FPL, meaning that a person earning $45,000 pays nearly the full price of premiums,

which may be a deterrent to buying insurance.

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

Families may face financial and coverage concerns depending on an employer-
sponsored offer of coverage. The ACA considers employer-sponsored coverage as
affordable if an employee's contribution for, self-only coverage is less than 9.5% of
household income. However, family coverage can cost three to four fimes 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 Cdiifornia, all
famity members covered under the employer's plan are barred from accessing federal
subsidies on Covered California.

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

individuals choosing fo pay ACA penalties rather than purchase heatth 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 Cailifornia’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 pari-fime
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 fo 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 ifs
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 dmong San Franciscong may help to reduce DPH's revenue shortfall.
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SUGGESTIONS OFFERED BY MEMBERS OF THE 2013 UHC

The UHC's suggestions for the City, collected throughout the process, are listed below.
Like ideas were combined and grouped for ease of understanding and numbered for
ease of reference. The order in which they are presented is not a reflection of priority.
Each suggestion stands on its own and, as the UHC process did not require members to.
reach consensus, some suggestions may directly or indirectly conflict with others.

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

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

Modify the HCSO to Mirror the ACA

3. Align HCSO employer obligations with ACA employer provisions, 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 Empldyer Spending Requirement
4. Lower the health care expenditure rate (e.g., to reflect the current average
heaith reimbursement account reimbursement rate of 24.6%.)¢

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

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

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 o offer affordable health insurance to employees working at least 30 hours
per week.

¢ The health care expenditure (HCE) rate is currently set to 75% (for large employers) and 50% (for small and
medium employers) of the average contributions made by the 10 most populous California counties to
their employees' health insurance. The 2014 rates are $1.63/hour worked per employee for businesses with
20-99 employees, and $2.44/hour worked per employee for businesses with more than 100 employees.
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9. Credit as valid health care expendifures only those funds that are iﬁevocably
spent by employer.

10. Approve a method of HCSO compliance that allows for direct reimbursement
of employee hedalth expenses that does not require fully irevocable, 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
hedlth 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 Opfion

Medical Reimbursesment Accounts
12. Alow unused Cilty medical reimbursement account funds to revert to
employers after a certain time. ‘

13. Petition Covered Cdlifornia fo accept direct payments from City medical |
reimbursement .accounts, saving employees the need o pay for premiums
up-front,

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

Healthy San Francisco 4
15. Expand Healthy San Francisco eligibility to cover San Francisco residents not
eligible for ACA coverage, including seniors without coverage, people
exempt from the individual mandate, immigrants not eligible for publicly-
subsidized coverage, individuals barred from subsidies due to the "“family
glitch," and those for whom insurance would cost more than eight percent of
- family income.

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

7 The HCSO dllows 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 Caiifornia or through the individual markef, 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 Cadlifornia plans (e.g..
denfal, 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 eligiblé for ACA coverage.

Address Carryover HRA Balances
12. Work with employers to convert carryover hgqlih 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 Cdlifornia. '

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 fo make additional health care expenditures for
employees who opt out of carryover heaith reimbursement accounts.®

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, Disseminafe educational materials highlighting the difference that City
medical reimbursement accounts could make to the affordability of heoh‘h
insurance on Covered Cadlifornia.

25. Promote the Cify Option to employers as a means of complying wi‘rh'The
HCSO for employees for whom they do not 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 Cdlifornia.

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. Inderﬁnify 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 Cdlifornia should not be required to
make the ful-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 Cadlifornia law extends insurance to employees regularly working 20
hours per week, the focus should be on solutions that provide insurance to
employees working 20-30 hours/week.
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Attachment 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 con be

found in the full issue briefs and follow-up materials presented at
UHC meetings. The information confained 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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2014

Altachment 2A. State and Federal Programs Available in San Francisco

With full implementation of the Affordable Care Act, new stale ond federal health
coverage options will be created for mary San Franciscans.
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Altachment 2B. Insurance Status in San Francisco
The graphs below deldgil the characteristics of San Fronciscans with and without heatth

insurcnce. Dala reporfed are from the 2011 American Community Survey for the Cily
cnd County of San Francisco.
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“Franciscans get insurance an thelr own
health insurance
through
emgloynient
Among all San Frapeiscans, 18-64 year olds, those who are unemployed, and those who work part time have the
highest rates of uninsurance
Age Employment Status Waork Status
:; fracsig i %
] 20
g %
2, 20 5 11.2%
£ 15 10 7%
® 16
5 s ]
. — ~ gl _ ] 8 .
018 1864 G5+ Empleyed  Unemplayed  Nokin fabar FTyexe round  PTyedr vound  Didaat wiiek
farce
Among those without Insurance, the majority are employed, work part-time, and earn Tess then 550,000 per year

ployed
Employment ba%

Status
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Alffachment 2C. Residually Uninsured

o) Of the ~84.700 uninsured Son Franciscanrs, ~60.000 are served by Heoh‘hy San Froncisco
{H5F} and SF PATH, which s o program thot wil automatically tronsition enrcllees into Medi-
Cal in 2014. Given historical uptoke rotes and experience with the HSF populdtion,
approximately 25,000 of curent HSF/SF FATH participonts are expected to successiully enroll
in ACA cowverage.

b) Using UC Berkeley's CalSit model fo estimate insurcnce uploke rates among ~24,700
uninsured persons non enrolled in HSF/SF PATH, DPH estimates thot o total of ~49,000 -~ 53.000
Son Fronciscans are likely to remain residuclly uninsured in 2014, The tolal residually
uninsured number reflects persons ineligible for ACA coverage, os well os those who maoy be
eligible but are unlikely to enrcll for a variety recsons.

Whao is eligible for
insurance?

CEx y What arethey
a. Expected eligible for?
Transitions Among SRR :
> (e Whnmilenmi}?
Healthy San Francisco C12,500431%) o

{(HSF)/SF PATH
Participants:

Covered CA : . .
o . 15,30@ {38%)

ENigihle bt not Enrolied

Healthy San Francizco Uninsured +
non—Heulfhy San Franclsco Uninsured
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Altachment2D. Key Employer Provisions under the Health Care Securily Ordinance
{HCSO) and the Afordable Care Act{ACA)

The HCSO covers a brocder range of employers and employees than the ACA, and does
not require health insurance os the only mode of complionce.

Futpesfis 200 enplovast
Homprahits ST #implayens’

§ % =Covered Empioyer . HRA=Health Reimbursement Account *Effectivelanuary 2014, the ACA disaliows
- HEA=Health Savings Account HRAs that are not integrated withgroup
£;}= Covered Employee MRA=Medical Reimbursement Account healthinsurance.

. *Effectivelanuary 2014, excepted benefit
: HRAs will beatiowed underthe HCS0.
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Aitachment 2E. Comparison of ACA Emplovyer Provisions and HCSO Employer Spending
Requirement

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

Employers with: one employee workingat least8
: R o < hoursin3Fand: )
Cg#ér‘ed o Bplkfnesses with 50+ full-fime equivalent w 20+e mpllégfées {medium, for—prdﬁﬂ
Employer - (FTE} employees . -« SHemployess (medium, nen-profit]
: ' ' © & 100+ employses {large, regard|ess of profit

474 Offeraffordableselfonlyhealth . Make minimum Health Care Expenditures (HCE]

) insurance (deﬁned as covearing ot lzast for all covered employess via:
' - 60% of healthcostswithemployee ~ ~ « Healthinsurance
. contribution <2.5% of househald *  Healthreimbursement accounts

Employer . o . S . .

Re'sbonsibiliiy income) +g all coveredemployess « - Payments to the City Opticn

o {defined as at least 5% of FTEs} 7 s Any combinationof the above, or _
« Employers with 200+ employées must: - _ = By any othermeans that provides healthcars
avtomatically enroll employessin ’ or raimburses health cars costsforcoverad

+ " healthcoverage. Employee may rafuse. employees

.-. Fatlure to make HCE: full compensatory
- payment to employes and 3100/

«  For na coverage: $‘2,000chnucllyf FIE - emplayee/quarter

beyond the first 30 - o .« Failureto submit annual reporting form:
. « . For unaffordable coverage, lesserof: $’500f qu_c:der .
Penalfies s $2,000 arnuolly/FTE beyond the first 30; * Retaliation against employees: $100f
: or targeted smployes/day
« $3,000 ann vallyfempl oyeé purchasing s Not allowing City accesstorecords:

$25femployee with missing recards/day
* Failure to maintain accurate or complete
records: $500/quarter

subsidized coverags on Covered CA

i

Requirement & i
Enforcement Urited States Intemal Revenue Service (RS] San Francisco Office of Labor Standards
-Agency P - Enforcement (OLSE}
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Aflachment 2F. HCSO Compliance: The Numbers

The chars below are taken from the Analysis of the 2012 Healthy Care Security Ordinance
Annucal Reporting Forms, conducted by the Cffice of Labor Standards Enforcemenit.

16500

Number of ARFs Subnitted

1200 -8
800

100

Chart 1: Submissions by
Employer Size
{4,204 Total)

l1203
(31%)

;  Numberof Employees*®

Chart 3: Reported Health Care

Chart 2: Covered Employees
{263,674 Total Enmiployees)

R 108,861
120,000 (41.3%)
. -
¢ 100,000 -
&=
2
& 80,800
b
T .
§ 60.000
]
0
T ABO00
a4
=
=
g 20,000
o©
6 -
0 o S ) X
Y G A
F F & PSS
S

Employer Size, # of Employees*®

In 2012, 4,204 employers made $1.88 hilliop in

Expenditures
yee health care expenditures to cover 264,674
3 1. Hio .
t$1’881 7 Midlion TOtatI employees. While 49% of covered employers are
f&iﬁ"-’l small/mediumn businesses  {20:9% employees),
" #1800 Ton3%) 82% of covered employees work for large
E $L600 o] businesses with more than 100 employees. 90%
£ of all health care expenditures made by
g ¥L400 - employers are for health insurance premiums,
1,200 4
$L000 -
3800 -
600 -
400 - §I07.2  §95.1
R mitlion  million  gop.4
200 (Er%F (29%) milifon
go I PR s (L0)
& P Iy 5
@’§ c’ﬁ'@ GQ‘?Q Q’Qg}‘
s A ) &
& > L o
o ,%} {Q& 'ﬁ’}
£F = & oA
\@* & (,.§
P &F
\ts; ‘Q’S'-i
Page 22
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AHuchmeniZG HCSO Complmnce The Numbels
T . fthe 2002 T ; ity COrdinancs

At

2 l-bUl:‘

HUMBER OF % OF

EDMPUANC: STEV&T?STW N EME!-GYERE - ATUT{EL )
Health Insurarice Onfy* 2407 57.3%
" Health Insurance® +[lt\l‘q T o '
..... U SURURURTOT . 2. . S
.‘Health Insuram:e"‘l tfiﬂﬂ.l . {?20.1 . '
; 143

‘ Utherstrategv o '~'1545‘ '

R I L LR R AW

Total Emplovers . ‘ 4208

‘o -49 EEs ,50-99 EEs 105 499 EB sam Efs Total
‘336 212 2‘2'3, 225 896 |
19.3%

' 26.0%

By' fross referencing the numbeér of Covered Employees
recelving Health Insurance with the number parhclpatmg ;
in HRAs, DLSE estimates that = mininium of 658 empluyers -4
sub;ect to the HESG 11695 of. aﬂ} aliorated funds to at Ieast
une stand-alune HRA jo 2042/

Nun-berof Emplnyees (EEs} T 30-49 EEs. SO-99EEs.  100-199 FEs samta ~ Total

Jasesr |—

By. cross referending ihe number of Covered Employees
recemng Health Insurance with the Jnunber parficipating in
‘HRAs, OLSE estimstes @ nuinimum orf 35453 ROS0 covered
emplovees {13% of ll} had stend-alone HRAs in 2012,

50-99 EEs-  10D-429 Efs SUEH EB Total
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Aftachment2H. Comparison of Health Reimbursement Account {HRA) and City Option
Medical Reimbursement Account [Cily MRA)

This chart represents the City's best understanding and interpredation of  availoble federal
guidance. |t does not constitute legal advice or opinion.

Health Reimbursement Account SF City Optlion Medical
Reimbursement Account {(MRA)

v Roll GVer. [Ci;Py'MRA funde technically
May roll over. [HCSO reqmres HRA funds reverttotheCityafter ] 8consecuhve

End ofvve;:r fonds to be available for24 months from the monthe of non-uss. Howeverin -
) . date of distribution. Employse mc:y opi practice, the funds roll overin perpetuily
outof rollover HRAL} and administrafively clossd accounts

are reactivated at employes'srequest)

Revert taemployer. (HCSO requires’
Funds at tenmnaﬁon Of : HRA funds to be availableto employess
employment i for 90 days cHersepcrcﬂcn from
© employment. ) X

s

Remain available o employee

“« Carmryover Health Care HRAs

+ ExceptedBenefit HRAs NiA

Page 24
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- Employer must also offer health
Insurc:nce unlessem ployee is covered

by spouse's msurance orHRA only
covers exc:ep'ted benefits .
Excepted b=n=F ts HRA mcy stand .
clor.e )

Must be “reasoncbly cclculc+ed ‘}o

) benefit employee”
. Tax favored

Unused funds may be refurned ta

" employer after 24 months: -

2013 camryover ba lancesare
consnderﬂd mlmmum essential
coveroge

Unrestricted carryoverHRAfunds may

be used to buy uns.ubs'ld'xzed insurance
on Covered CA
Eligible forsubstd ies month c:ﬁersp=nd

_down or permarnernt opt out )
"Exceptad Benefits HRA providesonly
- imited benefits to employee




Altachment2l. Financial Considerations-Individuals and Families
The total cost of health care includes insurance premiums ond out-of-pocket costs, which include
deductibles, co-pays, and co-insurance. For individuals and fomilies. age, income, household size,

and employment stalus are key determinants of the avcilobility and offordaobility of health care
coverage. The ACA imposes limits on annual out-olpocket costs for individuals ond families;
however, these costs vary grectly depending on o person's rate of utilization and heatth status.

BESO Employer Minimum Health Care Expenditures Individual BTy for Fublicly-Subsidlze dlmurance
{per Covered Employee per Year} Ahapak | Sbarde P0G | 25tk | Dbefek
al Mntom 314978 315480 | $I0A0 - (BN
g Sy 900 - 90 | P50
g0 1 Tt STt : HEE R IR B
L $TAY B IR
b HER §500 1312480
. A i35 -
T S/ S5
§ HE 315,40
Lo | T b
: F37in
L §IEHY
SE7LE6 Lo
TR TR TR TR T W T e e e Sy
Seerert turs Woeked per Werkby Soversdlrgioper -
1 Hen s . 3. s 3 . Low h it ”“&d(‘.d co
MM MSD M0 SIGINE SIS SIS SILN0 SiSSe i
Timglopee Eeralngt per ere 31 3F Wnimom Wage 3] Depending o wages and work schedule, Tow- and
Using 2014 espenditure rates, a person middle-income persons a}f:’i eligible for no cost Medi-
employed full-time in San Francisco can expect Cal or for federally subsidized coverage on Covered
between $3,300 and %5000 in snnual health CA.

care expenditures from  hisfher employer,
depending on employer size. '

Average Annual Worker Prerifunn Gontributions and Tofal preslums for Goversd Workers, Single and

FamilyCoverage, by Firm Size, 20613 Fam’gh,r coverape can cost twop ta
) three times more than single
$18,000 o mAUSHal Fitnis (3-195 Workiets)

coverage., For out-of-pocket costs,
£16,000 nAll Latye Flms (200:0r More Warkers} Hs s 16,715 participants in emplayer-sponsored
4 insurance face average annual
§14000 4 deductibles  of $1,10Ffyear for
£12,000 | individuals and $1700-54,000/year
_ for famiiles, Other out-of-pocket
£10,000 - costs, such as co-pays and co-
$5,000 insurance vary widely by the type of
s5500 plan.
Rt
$4,000
$2,000 -
$0 4

Premium WorkerContrbition®  Prernlums? Worker Contyibution*

* Estimates are stafistically diffeseat betwaan Al Serall Firms. andh A Large Finms {pe.05),
SQUACE: Xaeser FHRET Survoy of Employer-Sponsared Fealth Benafils, 2011,




Altachment2). Financial Considerations-individuals and Families
Costs of health insurance on Covered CA can be greatly mitigated for pemsons who are eligible for
subsidized coverage (eoming behween 138-400% of FPL). Subsidies are tethered to the cost of the

second-lowest cost silver plan. but may be used to purchase any plan. However, persoris earning
less than 250% of FPL are eligible for additional cost-sharing subsidies if they purchase the silver
plon.

Cast of Plan Premiums on Covered CA
by Heuseheld Size and Income

Household Size: 1 Premiem Einal Cost {§/month) H 5
Age: 42 Tax Crodit At Incomes below 250% of FPL, the

Annvdincome {$/month) e : combination of premium assistance

$14,000 [ 395 FRL) 5243344 . tax credits and cost-sharing subsidies
SR B00 1S BIF significantly reduces enrollec costs,
$2B000 [3447% FPL)

F24,000 295 F
$45,000 (5525 FPL)
F57 00 {495 B EPL)

| Household Size: 3

Ages: 35,35, 5

Annuglincome {$/month)

528,000 143%BFPL) FERIEAT

$37 000 {167 FRL I 2 Be 2 A
$44 000 |235%FPL) 24 3 1€ 5948 FETREY)
$57.000 ZEIP0 o, SERET W5 T8 8RR
I $76,000 3555 FPL] EEFAAL, PN *53"14 BAF] | 57
$FO00J4EI TP BRBTE7 79-4025, P2 A N 57AAT
*Chifd may beeligtble for Medi-Cal for incomesupta ?50‘% of FPL.

**The subsidy inthiscaseis higher atthehigher income because it now includesthe
subsidy for thechild, whowaseligiblefor MediCat at lower incomes.

Persentof Annval Premiums Subsidized by Inmmel&vel‘ Al premioms s % of Ancs ncome

Dhgtle !fx mm\:n m'du

%
H
i
%
3.
5
&
£
3
E
»
3
L “ - ernemrmnrie
[ 16000 12009 28000 31500 25,000 5260 57,000 o (R0 TR0 WO R0 AN S0W 700
IWETH QBNER. JHSIN IWNFR WM o Ak HIMNFH]  {tHNAM) [RRANPM} {SGNAN]  [UOONTRE  ROINIM|  [S0esFRG)
Lol Incene (§) Arus! Ircome {8

: . N et s d ettty bl il e tedt Indipiicr of Lmrd) 541 plic,
*Curves based oo mamom aioysble annust B gfedit and pice olTosedt cost plar In cath rach tins To¢ 3 &2 yr ol fan Fuﬂﬁﬁvmis;m"t Bty \‘;:.“:f“(!f’ ,ml;;,:;

g, K 3 82 year-altd San Franeitreinddann. DI-pf-piace 10515 ar s stcisntnd for, prrshuimy ook cut-tf-pocfet fiids Sex vt it
Naloéy aréshovm fin the Sl plin, ta which the aitaidies are iethiered,

Az household income surpasses 250% of FPL, the amowrt of the subsidy declines sharply and cost-sharing
assistanee is nolonger available (left graph). Effectively, this means that persons earning near 400% of FPL are
likely to pay a higher percent of thelr annual income toward premiunss than persons earning more or less than
400% of FPL [right graph). Below 400% of FPL, subsidies reduce cost, and akove 300% of FPL, the cost is
mitigated by higher incomes.
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Aftachment2K. Financial Considerations-Employers
For employers, the obility to offer health insurarnce depends lorgely on business size and

employee demographics. larger businesses often have more fullHlime employees and the
strength of numbers to negotiate lower rates than small businesses.

Percentage of Firms Offering Health Benefits,
by Firm Size, 2013

The larger an employer is,
the more jikely it is to
offer health insurance to
its employees.

200+ Warkers

s0-199workers NN ‘,
i

g

! i : |
1 s : i

o2eworkers

: |
sovores NI

i | :

OSSN B

0% 205% 0% 60% 80% 100%
SOURCE: Kaiser/HRET Survey of Employer-Sponsored Health Benefits 2013

importance to Nonoffering Firms When Considering

_ Health Whether to Offer Insurance
insurance 3 .
for small M Very important B Somewhat important
business Costs less than today
has: .
Costs will rise more slowly
Hl_gher i Sick eﬁqployee woutldn't
admin costs | increase premiums
More More health plan choices |
ol
V(‘flgme Compare features onlineg
pneng 1
i 9 20 49 60 80 100
Lower value | Percent :

Davas Commonwealth Fund NORC 2013 Survey of Small Employsrs.
Source: Adapted from 1. B, Gakel, J. Pickreign, . Whitmore ot al, “Smotl Employer Parspectives on the Affordabie
Care Act’s Premiums, SHOP Exchanges, and Selfinsurance; Health Aftairs Web First published online Oct, 16,2013,

products

Small businesses dite cost as the most important consideration in nffering insurance.
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Attachmeni2K. Finuncial Considerations-Employers
Employee demographics strongly offect whelther employees are elgible for insurance {os

deemed by the insurance plan) and whether employees porticipate in an employer-sponsored

plan.

Exhibit 3.3

Among Workers in Firms Offering Health Benefits, Percentage of
Waoarkers Eligible for Health Benefits Gffered by Thelr Firim, by Firm

.
Characteristics, 2013
v Thy FUS-Tarn $EE000 o Yeor o v ™
Lo age Lt 35 o B Larm SR 2 Vv e fane
* st Truws 150 £ 455,000 2 060r 0 Marne +
Figh Wage bevel | 35N Do Moer Eaerr SHD00 3 tine o Whand ¥
Laix s 5% Wark Fard Tresed '
PaT T WA PN e At s PR
Ftrin Mok K1 il Reoosne Ui Veod bty
Unigs Futmfloux Not Havt b Uoepndicobany
i Bews BRa X% 6 Wknd e ddw 3 2eToungmt ]
" ) T o0 Wbere Wk Are At T or Veinger® |
T8 TRt 3RE oW Ak A M ar Qe ]
(Hder Woder Rt 0 Mot Werkrii hiw AR S8 or Ofdre
Prnate Senpeoly |
Fit Ohirership [T
Fovate Npt-For-pradi

¥ Eitinklee bw ALAtHARR Aty o revrt froen kiich Sthar woithih xnkocy [ 05).
Hreatti Rsetas, JOLY.

FOUIACE, XalserHHET Survey of Empoves

\

.. =
I

Eligibility, Take-Eip Rate, and Coveragein Firms Offaring Heallh Benefits by Firm Size, 2013

%Worlcxrs £liglble For Employer-

% Eligihie Warkers Who

% Warkers Covesed by Their

ifered Health Benefits Partic

ployers’ Plan Emg

yers’ Health 8enefits

SEUkCE Rabur Eomity Egumtotion, Empbsay blesith Benalits Somey 2603, Skt 3,2

983

Fewer employees sre eligible for
health benefits at firms that have
bigh proportions (35% or more) of
low-wage warkers, par-time
warkers, and younger warkers, The
discrepancy is miost evident when
considering part-time employees: at
businesses that have more than 35%
part-time  workers, only 52% of
employess mre eligible for insurance,
compared to 84% at husinesses with
fewer part-time waorkers.,

Although more employees are
eligible for insurance at businesses
with fewer than 49 employees, the
percent of employees participating
in the plan is higher at firms with
more than 48 employees, Thisis a

reflection  of  higher costs  for
# 320 Workers insurance in the small business
g market.
* 2545 Workers
* 50-1%9 Workears

# 2 Workers
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Aflachment 2L. Financial Considerations-Public Health Care System

The cost of providing care to uninsured persons i passed on fo the local public health system.
The San Francisco Department of Public Health [DPH) is the largest department in the City
ond droras hecordly from the General Fund [GF). The largest proportion of DPH expendifures is
dllocated to delivering core o patients, including these who ore seen through Healthy San E
Francisco ond DPH hospitals and clinics.  In the last three years, DPH has required $248.7-

$336.5 million per year from the General Fund to cover shorifalls resulfing from the cost of
delivering health care services.

-FY2012-13(3) .
Expenses T 1,382,649,481 1,482,827,765 T,596,688969 |
' 1096922204 T234116532 . 1,260,184512
285,727,277 248711233 336,504,457

Revenitie
GF Support
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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:

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

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

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

0 Ensure the financial integrity and improve the overall performance and efficiency of
city government,

Project Team: Peg Stevenson, Director
Michael Wylie, Project Manager
Michelle Schurig; Performance Analyst
Jennifer Tsuda, Performance Analyst

415-554-7500 City Hall » 1 Dr. Carlton B. Goodlett Place « Room 316 * San Francisco CA 84102-4694 FAX 416-5564-74866
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City and County of San Francisco
Office ofthe Controller — City Services Auditor

Department of Public Health
Summary of Health Reform Readiness

March 5, 2014

Health Care Reform Overview

The mission of DPHis to protedt and promote the health of all San Frandiscans. In October 2013,
DPH re-organized its healthcare delivery system into the San Frandisco Health Network (“the
Network”) as a step toward achieving the goal of a fully integrated delivery system. The 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: ACA requires individuals have insurance, provides additional
optionsto obtain coverage, and changes reimbursement mechanisms.

0 Sate implementation of the ACA: The roll-out of the state's insurance exchange, Covered
California, provides the new options, and expansion of Medi-Cal increases revenues. Thisis
coupled with reductionsin historical state and federal paymentsthat support the safety net.

0 Local Implementation of the ACA: The Gty passed a health care access solution four years
before the ACA, called the Health Care Security Ordinance (HCSO), which requires employers
to make health care expenditures on behalf of their employees and established a program for
the uninsured. The intersection of the HCSOwith ACA continuesto be investigated by the
Qty, DPH, and engaged stakeholders.

NPH Implementation & the HMA Engagement

ling on a two-year planning effort, DPH engaged HMIA, a firm with experience in public
.. ith delivery systems, to assist in integrating its service defivery system and to:

O Prepare DPHto effectively compete for dients as the environment changes and financial
reimbursement moves from fee-for-service toward capitation (fixed monthly payment)

D Transform DPH s delivery system and its corresponding support systems in order to become a
“ provider of choice,” going beyond being* provider of last resort”

Key Network Challenges

0 Provide timely access to care now that there are provisions ensuring clients have aright to
care within a reasonable time

O Capitation which creates a greater incentive to reduce unnecessary use of hiéh cost care and
to invest in prevention and care management

0O Competition since more providers are interested in the same dlients as DPH and traditional
clients will have more choice

Recommendations

The report groups recommendations
into three topicareas:

1. Patient Care Accessand Quality
Improvement: Achieve quality
patient care and efficient service
delivery through improved aocess,
capadity, coordination, and dient
flow

2. Managed Care: Develop and manage
a new managed care network
through focus on operational
acoountability, utiliztion, and new
contracts

3. Fnancial Sustainability: Strive for
financial sustainability through
exploitation of financial opportunities
and key cost management efforts

Additional supplemental
recommendationsinclude:

0 Investments: Qlinic, HR and T
infrastructure investments required
to implement the above
recommendations

O Partnerships Srategic partnerships
and collaborations required in the
new healthcare environment to
achieve the above recommendations

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

Copies of the full report may be obtained af:

Controller’s Office o City Hall, Room 316 e 1 Dr. Carlton B. Goodlett Place e San Francisco, CA 94102 e 415,554.7500

oron the Internet at hifp./fwww.sfqov.ora/controller
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Improvement

Patient Access &

=
=

2F
2 s
= 2
a E
= o
- >
= g
1}

Investments

Partnerships

Highlighted Accomplishments

DOCombined direct services under
the & Health Network
("Network")

{OCreated a pian to ensure Network
dient care is accessible and
coordinated

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

CiCreated an Office of Managed Care

ODeveloped detalled labor and
productivity reportingtoolsto
improve expense tracking at
F General Hospital (SFGH)

DOReduced the amount of time for
state reimbursement at Laguna
Honda Hospital (LHH)

OHired key Network ieadership
DOBegan hiring process
improvements

OBvaluated the UCSF physician
group partnership in light of
health reform

Oidentified community partners

OEhgaged key stakeholders on the
Network's structure, vision, plans

[1Began strategizing with the SF
Heelth Plan in light of reform

. " the new Net

Strategies for Adaptmglo Health Reform C

: utlhzatlon of health servnces

Dklnforce th'

DSaffthe new Offceof Managed Care

OSsled appropnate metricsto managerisk -+

and increase acmuntablhty

Dlnorease managed care revenue and ) .
contmue to seek new state and federal S

funding
E]Improve cost management through

. xmproved contract management and
@pensetrad(mg and anaIySIs ;

'Dlncrease stafrngﬂexlblmy and oontmue to -

resolve hiring barriers -

CDevelop a strategm short and’ Iong term

information technology and fi nanung plan o
Olnvest in dlnlc fadlities to help the Network

: beoomea provzder of choxoe o -

DSrengthen and manage partriermiﬁ'sto '
xmprove quallty, increaserevenue, and
manage costs (e.g., S Heslth Pan, (bvered .

CA health plans, UCSF, labor)-
DContinueto engage and inform key

' stakeholders (eg, SF Qlinic Consortium, |
‘state leaders, local leaders, business)

988

’ Key Strategxes ’ S

Dlncrease primary czre access and mpaaty
: (eg cantrallz_ed mll center mcreased .
. produdtivity) ; Cla

‘OEstablish a
E databaseto ldentlfy gh-nsk dients:.
“DTrad( unnmssary or. mappropnate

aris and vns:on statement for
vrk through internal and .
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CITY AND COUNTY OF SAN FRANCISCO

OFFICE OF THE CONTROLLER Ben Rosenfield
Controller

Monique Zmuda
Deputy Controller

March 5, 2014

Barbara Garcia

Director of Health

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

San Francisco, CA 94102

Dear Ms. Barbara Garcia:

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

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

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

1. Patient Care Access and Quality Improvement. For DPH and its current network of direct health
services to sustain itself in the new healthcare environment, it must implement numerous critical
strategies and changes to transform into a "provider of choice” for its clients, going beyond “provider of
last resort.” Key changes include: )

0 Increasing primary clinic and ambulatory care access, capacity, and productivity

0O Improving patient care quality and resulting client satisfaction

O  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 ievel
of accountability and success regarding quality, utilization, and cost management. Key changes
include: ' )

O  Iimplementing 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”) .

0O Implementation of network-wide metrics and accountabilities

415-554-7500 ’ City Hall » 1 Dr. Cariton B, Goodlstt 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:

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

D  Actively pursuing targeted opportunities for additiona! state and federal funding

0  Better controlling spending through improved cost center tracking, as well as new reporting and
shared financial incentives in the UCSF contract

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

Respectfﬁlly.

Ran Rese

Contraliel

cc: Mayor's Office
Board of Supervisors
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INTRODUCTION

Purpose

The evolving healthcare operating environment increases the number of insured individuals and changes the
payors of health care services. Prior to the implementation of the
Affordable Care Act (ACA), there were 84,000 uninsured San Franciscans.

However, the implementation of the ACAon January 1, 2014, provided To adapt to the new
56,000 of these individuals with acoess to health insurance.” The challenge healthcare environment,
for DPHisthat the newly insured can choose to elect private and non- DPH like many public

health systemsis being
challenged to become the
provider of choice, not the

provider of last resort.

profit providers for their health care. At the same time, reimbursement
for services is moving away 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 beinga
“provider of last resort” to a“provider of choice” to compete with other providers for dients and revenue.

The purpose of this report is to educate and provide engaged stakeholders and dity policymakerswith a
summary of the 2013 consultant engagement between the Department of Public Health (DPH) and Health
Management Associates (HVA). Thisreport highlights the resulting recommendations and strategies for the
Gty and County of San Francisco (Gty) to achieve a fully integrated delivery system and to succeed under the
Affordable Care Act (ACA). The organization of this report aims to inform readers of the major environmental
healthcare factors as well as key DPH operational milestones identified. Addressing the external environmental
issues and timely meeting implementation milestones will significantly impact DPH s fiscal sustainability and
ability to continue to provide high quality care within the community safety net.

Background

The mission of DPHis to protect and promote the health of all San Frandiscans. To achieve this, DPH must adapt
to the changing healthcare operating environment brought about by the ACA, which represents the most
significant sodial policy change in a generation. The ACA requires individuals have insurance and provides
additional options to obtain coverage. The State of California implemented the ACAand continues to support
the ACA's goals through the implementation of the state's health insurance exchange, Covered California
(Covered CA), and the expansion of the state’s Medicaid program, Medi-Cal. At the local level, the Gty and
County of San Francisco (City) passed an innovative, local solution four years before the ACAwas enacted called
the Health Care Security Ordinance (HCSO), which required employers to make health care expenditures on
behalf of their employees and established a public health benefit program that included Healthy San Francisco
(HSP), a health care access program for the uninsured. '

" There will still be a significant number of residually uninsured San Frandscansfor two reasons: (1) due to the ACA provisions, there will
beindividualsineligible for coverage (e.g., undocumented, etc.) and (2) there will be individualswho are eligible but do not enroll,
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DPHs' 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, DPH has undergone athree-year transformation to adapt
to this new healthcare landscape by reorganizing, revamping business processes, implementing new
technologies, hiring and retraining staff, and more efficiently serving new and existing clients. HMIAwas hired in
February 2013 to assist DPH in this effort; additional information about HWA isin Appendix 1.

New Healthcare Environment

Federal Level: The Affordable Care Act

Federal health reform or the Affordable Care Act (ACA), passed in 2010, has two primary componenits (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 January 1, 2014,

Individual Mandate. The Individual Shared Responsibility provision of the ACA (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 undocumented individuals, the incarcerated, and those
experiencing hardship, among other exceptions, but most U.S residents will be subject to the mandate.
Penalties 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,

Additional Health Insurance Options. The second component of the ACA provides additional options to obtain
qualified health insurance in three ways.

1. Sate Implemented Reforms: The ACA expands public insurance for low income citizens through the
Medicaid program, called Medi-Cal in California, and creates an online insurance marketplace where
individuals can compare and buy insurance; these provisions are further described in the section below.

2. HEmployer Incentives & Penalties: The ACA 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 Reforms: The final way in which health reform is making health insurance more accessible, is
through health insurance marketplace reforms. Bxamples of these new health insurer standards are below.

O Coverage of essential benefits for small group and individual plans

0 Ensuresthat all plans offer a baseline of benefits

0 Enables comparisons across plans

0 Quaranteesissue and renewal or prohibits insurers from refusing to renew a policy because of the
-amount of health care services used in the previous year '

0. Himinates pre-existing condition exclusions

00 BExtendsdependent coverage up to age 26

0 HBiminates cost-sharing for prevention

2 Additiona information regarding the Affordable Care Act and its provisions can be found on the |RSwebsite.
3+ Qualified” health insurance is insurance that meststhe minimum essential coverage (MEC) outlined in the ACA and on the IRSwebsite.
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State Level: Medi-Cal Expansion & Covered California

The Sate of California now has two expanded options for health insurance: Medi-Cal and Covered CA.* Figure 1
shows, by income, how Medi-Cal and Covered CA expand health insurance coverage.

Figure 1: Post-ACA Expanded Eligibility for Health Insurance

Covered CAtakes over where Medi-Cal isavailable for the
Medi-Cal stops. individuals lowest income and for
with incomes up to 400%of children up to $49k for a
federal poverty level, or $47k family of three. Now adults
for an individual and $79k for | g5 sagyindividua are eligible at $16k for an

afamily of three, are eligible | $79 160/family of 3{¢ individual or $27k for a family
for diding scale subsidiesfor of three

insurance purchased through $20,175/individusl . T
Covered CA Individualswith $49,475/family of 3 ,

incomes above 400%of o
poverty can purchase " No cost
insurance through Covered CA

withot 2 sibsic.
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Source: Department of Public Health.

$186,105/individua
$27,310/famlly of 3

Medi-Cal Bxpansion. Previously, single healthy low-income adults were not eligible for Medi-Cal, yet this
population comprises a significant portion of the uninsured.® On January 1, 2014, adults aged 18-64 with
incomes below 138%of the federal poverty leve! (FPL), which is about $16,105 for a single person, became
eligible for Medi-Cal, named the “Medi-Cal Bxpansion” population. Bxdsting and new Medi-Cal dientswill enroll
into one of the two San Francisco managed care plans—Anthem Blue Qross or the San Francisco Health Plan
(SFHP). Although more individuals are eligible, enroliment is not automatic. Prior to expansion, approximately
1.3 million Californians were already eligible for Medi-Cal but did not enroll.
Individuals can apply for Medi-Cal any time during the year, but joint

enrollment efforts between DPH and the Human Services Agency (HSA) will be Asof Jnuary 1, 2014,
key to successful implementation of Medi-Cal expansion at the local level. approximately 14,000
. . individuals have been
Covered California. The second option for health insurance is the state Health transtioned from the
Insurance Bxchange created by the ACA, called Covered California (Covered CA), fow income health plan
an online marketplace where individuals can purchase health insurance. (UHP) to Medi-Cal.

Individuals who have incomes that are above Medi-Cal eligibility and small
businesses can purchase insurance on the exchange. More than five million
Cdlifornians are eligible for Covered CA. Flans are standardized so that they are

4 Californiais one of 26 satesthat chose to expand Medicald in 2014 and one of only 17 statesthat choseto operate a state-based
health insurance exchange marketplace in 2014. Kaiser Family Foundation, Sate Dedisions on Health Insurance Marketplacesand the
Medicald Expansion.

5 Medi-Cal was previoudy only for low-income individuals who are children, in families, over age 65, or disabled.
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easily compared across insurers. There are four tiers from lowest to highest monthly premiums based on the
actuarial value of the plan®—bronze, sitver, gold, and platinum. There are sliding scale subsidies available to low
income individuals up to 400 percent FPL. Currently, there are five plans approved for San Francisco: Anthem
Blue Cross, Blue Shield, Chinese Community Health Plan, HealthNet, and Kaiser. Like many insurance offerings,
enrollment can only occur in a specified period — October to March for the initial open enroliment, and October
to December annually thereafter.

Local Level: Health Care Security Ordinance

At the local level, the San Francisco Health Care Security Ordinance (HCSO) was passed unanimously by the
Board of Qupervisors in Jly 2008, four years before federal health reform, and codified as Chapter 14 of the San
Francisco Administrative Code. The two main components are: the Healthy San Francisco program and the
Employer Soending Requirement.

Healthy San Francisco. A health access program — called “Healthy San Francisco” (HSF) — created by the DPH. HF
will still be available to those who need it, but insurance through Covered CA or Medi-Cal isbetter for dients as
it provides access to affordable medical care when and where needed, covers routine care that preventsiliness
and improves health, and protects families from high costsin the event of major injury or iliness.

Employer Spending Requirement. An Employer Sending Requirement (BSR), which mandates that employers
subject to the HCIO “make required health care expenditures to or on behalf of their covered employees each
quarter.”” The Gity's Office of Labor Standards Enforcement (OLSE) enforces the ESRand annually collects
employer data regarding compliance with the health care expenditure requirement.

On Jduly 25, 2013, the Mayor asked the Director of Health to reconstitute the Universal Healthcare Gouncil to
engage stakeholders in a data-driven process to examine the intersection of the ACA and HCSO.? Two findings
emerged: the HCSO to remain intact alongside the ACAand potential affordability concerns remain for some.

DPH Preparedness

DPH is focused on transitioning the uninsured to health insurance by (1) exiting or reducing DPH health coverage
programs (SF PATH and H¥ 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.

Fgure 2 provides the new integrated delivery system’svision. For additional information on the development of
this structure and the new DPH organizational structure, please refer to Appendix |.

8 Actuarial values are estimates of how much the insurance plan will pay of an average person 's medical expenses. California Healthcare
Foundation, "Health Reform in Trandation; What is Actuarial Value?' August 2013,

7 The HCSOIs codified in Chapter 14 of the San Francisco Administrative Code, and is available viathe HCSO website;
www.sfgov.org/olse/ heso.

8 More information regarding the Universal Healthcare Coundil (UHC) can befound at
http://www.sfdph.org/ dph/ comupg’ knowlcol/ uhe/ default.asp.

998



Summary of Health Reform Readiness Page 15

Figure 2; DPH’s ID S Vision

B Ly L Y Y Ry R R T R T T Ty e P Yy s DL T

PORULATION um@ - e Network (S=HN provides direct health care services to insured or
” : covered dients whose care is managed through the Network, from
primary to acute to long term care. ‘

Health services for the whole community Y indude services for those

clients outside of the Network but still in the safety-net, for example,
undocumented immigrants and homeless/ transient populations. Includes
community behavioral health and trauma services.

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

Report Organization

This report aims to provide engaged stakeholders and city policymakers with the major recommendations and
strategies that resulted from the HWIA engagement. Implementation of these recommendations and strategies
will ensure that DPH is prepared to address the challenges of the new healthcare environment. The report is
organized around three topic areas below. Each chapter beglnsw1th the predicted impact of ACAand includes
key strategles to achieve the recommendations.

0O Chapter 1: Patient Care Access and Improvement
o Goal: Achieve Quality Patient Care and Hficient Service Delivery, through lmproved access, capacity,
coordination, and flow
0 Chapter 2: Managed Care
o Goal: Development and Management of the Network, through focuson operatlonal accountability
and utilization
00 Chapter 3: Financial Sustainability
o Goal; Srive for FAnancial Sustainability, through exploitation of finandial opportunities and key cost
management effortsin the ACAenvironment

Further background information and additional areas of HMA analysis are induded in the Appendices.

O Appendix|: IDSHistory, HVIA Engagement, and Action Teams
o Provides abrief history of the IDSdevelopment, HVIA engagement, and key achievementsto date
O Appendix Il: Investments )
o Provides additional details on the investments required in clinic HR and ITinfrastructure to
implement the changes described in Chapters 1 through 3
0 Appendix lll; 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 Goal1
. Patient Care Access and

The Affordable Care Act (ACA) strives to make healthcare Quality Improvemeat
more affordable, increase the quality of patient care, and
make service delivery more effident. For example, to increase * Developed Patient -Centered
acoess to preventive care, the ACA provides new funding to 2 :::::’ca' Home {PCMH) wark
state Medicaid programs that choose to cover preventive B E « Reorganized into the
services for patients at little or no cost. In addition, to increase < 5 Network
quality of care, a new provision by the ACA, effective in | g |§ | oteblishedTr ansitions unit

o L . 8 * Developed an inpatient flow
Jnuary 2015, will tie physician payments to the quality of care i3 g dashboard
provided. < * Began SFGH-LHH integration

. discussions -

As aresult of recent health reform readiness efforts by the
&'n Francisco Health Network (.referred t? as“the Network” in ccess o Care
this report), and recommendations resulting from the Health 1.Fully implement PCMH model
Management Assodiates (HMA) engagement, the Network ‘2.Increase primary care capacity
began and continuesto implement several strategiesto -*———gaf;f)gﬁxa;"::k stratification tool

4, Centralize utilization management
S. Establish a care management
database

achieve higher quality patient-centered care and more
efficient service delivery aimed to.increase accessto care,

Key Strategies

improve care coordination, and improve patient flow. Patient tlow
6. Reduce lower level of care days
{LLOL) & out-of-network referrals
{OON). :
dashhoard
The new healthcare environment creates additional demand 8. Integrate SFGH and LHH functions

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

O better integrating and coordinating services,

O improving quality of care,

0 increasing their capadity for providing care, and

D improving the dlient experience by decreasing wait
times, increasing efficiency, and improving customer
service.

* Improve access o care
and continuous quality
improvement

Long Term
Milestones

DPH continues to expand its efforts to improve access to care,
these incdlude the addition of a nurse advice line,
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improvements in scheduling appointments, the use of nurse practitioners to improve team acoess and continuity

of care, and the integration of behavioral health and primary care. However, there is significant additional work
to be done to improve access to care.

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

The Network's commitment to the implementation
of the Patient-Centered Medical Home (PCMH)
model of care aligns with the goal to improve access
to care. Thismodel, as described to the right,
provides patient-centered, comprehensive, team-
based, coordinated, and accessible care focused on
quality and safety. POVIH also emphasizes an
integrated approach to care. DPH continuesto -
implement integrated care in its dlinics, induding
staffing primary care clinics with behavioral health
staff (Behaviorists and Behaviorist Assistants).

HWVIA conducted assessments of three hospital-based
primary care health centers, four community health
centers, and one behavioral health center. In
addition, HMIA analyzed data on dients, payers, staff,
and providers. HVIA also performed site assessments and interviews with central primary care leadersin
administration, medicine, nursing, behavioral health, care management, and finance. HVIA used this
quantitative and qualitative analysis to make findings and recommendations to fully implement the POMH
Model of Care within the Network.'

Key recommendations:

0 Qearly define the role of Behaviorist and Bshaviorist Assistants through the standardization of job
descriptions, core competendies, and performance evaluation. '

O Review billing practices, inciuding the charge master and encounter forms, for behavioral health services
within PQVIH. Provide ongoing training to ensure the capture of all available revenue utilizing the work
completed by the Revenue Generation Committee to inform this effort.

O Identify and empower on-site supervisors of Behaviorists and Behaviorist Assistants to support and ensure
accountability of all PQVIH team membersin integrated care.

0 Utilize lessons learned from behavioral health integration in primary care to inform future integration
efforts.
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in the medium and long term, the Network will
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continue to work toward achieving the PQviH model
via the strategies listed throughout Chapter 1. DPHis
also in the process of piloting four health homesas
an additional longer term strategy towards achieving
the POMH Model of Care. A description of health
homesisto the right. DPH intends to submit a state
plan amendment (SPA) for federal funding by the
Centersfor Medicare & Medicaid Servicss (QVS) to
support this effort. To date, the Network has
implemented one health home and plansto
implement three more by the end of 2014. These |
four pilot health homeswill focus on client
populations with serious and persistent mental
health conditions.

Strategy 2: Increase Primary Care Capacity

Ancther critical component to ensure timely access to care is the availability and efficiency of scheduling

primary care visit appointments available to new and returning clients. HVA identified several priority areas for

increasing primary care capacity:

O Meet panel size and productivity targets
Implement a call center -

Implement nurse orientation clinics and chronic disease visits

O
O
O Increase capacity for spedalty care
O

Hire qualified staff to fill all vacant primery care provider positions

Strategy 2A: Meet Panel Sze and Productivity Targets

The Network developed and utilizes a robust methodology for
predicting the number of future visits. However, until recently, the
Network’s primary care dlinics did not set panel size targets.
Determining primary care panel size targetsis a complicated
process that must take into account several variables including the
number of visits per client per year, the number of provider visits
per day, and the number of provider days per year. The challenge
isto estimate the optimal panel size to effectively care for a client
population. A panel size that istoo large can result in service
delays and interruptionsin care, whereas a panel that istoo small
can be unsustainable since there are not enough dientsto support
the Network.

HMA assisted the Network in conducting a provider full time equivalent (FTE) staffing analysis to develop

sustainable targets. The results of the analysesindicated 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 capadity. And, although staffing ratios
are near-adequate, some redistribution is needed. With an

average panel size of 826 patients per FTEin October 2013, The Network aims to achieve a pane!
the Network set atarget panel size goal of 1350 patients per size target of 1350 patients per FTE
FTE As of December 2013, the panel size targetswere Qurrently, the Network's panel size is
implemented at the Network's primary care dinics for primary 826 patients per FTE

care providers and reports are being sent to the San Frandisco

Health Plan (SFHP) monthly to improve accountability. The Network'starget provider

productivity rate is 2.5 patient visits
per hour. Thisisa 50 peroent
increase in provider productivity
fromthe current rate of 1.5 patient
visits per hour.

HVIA evaluated current visit productivity levels. Currently it is
estimated that providers have a current visit productivity level
of 1.5 visits per hour. Thisis far beneath national standards.
HMA recommends that the Network increase visit
productivity levels by 50 percent from the October 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.

Srategy 2B: Implement a Centralized Call Center

Planning for a centralized call center is underway at the Network. Asidentified during the HMA engagement,
the Network's primary care dinics need an improved phone system by which clients can request and schedule
appointments. The reasons for implementinga oentrahzed call center are to:

0 Improve telephone response for appointments and ensure timely access to care

0 Help coordinate the appropriate use of healthcare providers and fadilities

0O Reduos emergency room and urgent care visits

O Reduce no-show rate

O Increase customer satisfaction scores; by providing excellent customer service and increasing loyalty,
the Network can maintain and grow the market share of its primary care members’®

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

" The Network is currently evaluating the feasibility of implementing an internal or externally-hosted call center
across 16 outpatient clinics. Depending on the results of thisevaluation and departmental pnorltles, the
Network goal isto develop a clear call center plan by late 2014.

® DPH Primary Care customer satisfaction has historically besn very low with the CAHPSQlinician & Group Survey scores of-35 percent,
significantly below the National Research Corporation average rating of 62.6 percent. Source: Presentation by the SFDPH Centralized Cai .
Center Workgroup, Jnuary 30, 2014.
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Srategy 2C Implement Nurse Crientation Qinics and Chronic Care Visits

Long patient wait times can negatively impact the client

experience and challenge effective access to care. In December
2013, the Network began implementing nurse orientation clinics Nurse orientation dinics (OC8)
(OC) with the goal of eliminating wait lists. To date, the Network provide an individual with a health
standardized the OCscheduling template and routinely scheduled care screening, an opportunity to
OCs at all Network primary care dlinics. discuss information about their

. . . . primary care appointment, and a
Another strategy to increase access to care is chronic care visits scheduled visit with their primary
for individuals with chronic ilinesses. Chronic care management is care provider, Hfective
amajor focus of the ACA and an essential benefit. In many ways, implementation of OCs can reduce
chronic care management is dependent on a client's ability to the work load of primary care
manage their own condition and to know when to sesk help from providers.
their primary care provider. Managing a chronic disease is

dependent on a dlient motivation to adhere to medication, engage

in physical activity, eat healthfully, and manage stress. As part of

the HMAengagement, the Network developed a standard set of nurse competencies in self-management
support and tools. Nurses received training tailored to these competendies. Chronic disease visits are essentially
group visits by registered nurses and pharmacists to help patients better control their disease and provide a safe
environment for clients to ask questions and express concerns. To date, the Network has implemented chronic
disease visits at one SFGH dlinic 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.

Strategy 2D: Increase Capadity for Spedalty Services

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

O ldentified units requiring additional space and/ or staff to meet necessary standards

D ldentified key ambulatory procedures to reduce wait times o target

0 Confirmed operational standards and prepared business plans for staff expansion

O Developed and implemented discharge criteria in an additional two to four priority specialty dlinics

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

O Ensure that 60 percent of spedialists have await time of less than 45 calendar days; 20 percent have 45-
60 days; and only 20 percent have more than 60 days
-0 ldentify specialty capacity at Laguna Honda Hospital (LHH)
Develop a system to anticipate and backfill absences
Begin collecting patient satisfaction data for all specialty dinics
Develop accountability mechanisms for spedialty care with UCEF
Identify targets for increased spedalty care capacity and implement plan

oD oo
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Srategy 2E Make Necessary Qinic Fadiiity Investments

To further increase acoess to care, HVIA recommended expanding dinic facility space to accommodate team-
based care and to ensure that providers have a minimum of two exam rooms for dlinical sesslons with clients.

HMA conducted an environmental assessment that indicated the need for investment and improvements in
dinic fadifities to attract and retain patients. Saff suggested improving health center aesthetics by increasing the
size of waiting rooms, increasing privacy in reception areas, adding new furniture in waiting rooms, applying
fresh paint, and other improvements.

Care Coordination

Hfective care coordination ensures quality patient care and efficient service delivery. Care coordination aims to
facilitate beneficial, efficient, safe and high quality
client experiences, prevent avoidable health care-
related costs, and improve the health, functional
status, wellness, and social outcomes for Network
clients. Asaresult of the HMIA engagement, the
Transitions Division, formally Community
Placement, was created and is responsible for the
movement and coordination of patients between
health care providers and settings as their
condition and care needs change. An example of
care coordination isillustrated to the right.

Strategy 3: Implcmént a Risk Stratification
Tool

Risk stratification can enhance care coordination. It
is used to identify and predict which clientsare at
high risk or likely to be at high risk and enablesthe
care team to prioritize the management of their
care in order to prevent worse outcomes. ™
Globally assessing and understanding client risk is
necassary for the Network to more efficiently identify high cost clients and better manage the entire Network
i population. Arisk stratifi mtlon tool will enable the Network to achieve the following:

O Developa systematuc process for identifying and predicting patient risk levelsrelatingto health care
needs, servioes, and coordination

™ On atechnica level, risk stratification isa periodic and systematic assessment utilizing detectable criteria and characteristics assodated
with an increased chance of experiencing unwanted outcomes. By identifying factors before the occurrence of an event, it is possible to
personalize a dient’s care plan and develop targsted interventionsto mitigate their impact. Source: American Academy of Family

Physicians, http://bit v/ 1fWxfgs.
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O Utilize algorithms involving registries, payer data, physician/ provider judgment/input, and patient-self-
assessments and experiences to assess each dient’s health risk status to develop an individualized care
plan

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

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

To conduct appropriate risk adjustment for clients, the Network researched various algorithms for risk

- stratification. VWhile the Network identifies the appropriate risk stratification tool, the Transitions team is
currently using the Coordinated Case Management §ystem (QOMS), a compilation of several health and social
service databases, to identify high users of multiple systems (HUMS) and high users of single systems (HUSS) to
prioritize high risk dients in need of care coordination.™

Strategy 4: Centralize Utilization Management

Utilization Management (UM) is the ability to ensure that health care services are medically appropriate,
necessary, and aligned with clinical best practices. This is a key component to effective care coordination. At
SGH, utilization management reviews are performed to ensure a dient is receiving dinically appfopriate care
for their needs using the InterQual Qriteria for Adult and Pediatrics. The Network Utilization Management
Committee (SFHN-UMG) has now been created to monitor utilization throughout the Network.

The DPH-HMA Care Coordination Action Team identified the utilization management indicators to collect across
the Network and accompanying quality improvement processes. In the long term, Network analysts will track
data metrics and assemble standardized reportsrelated to utilization, outcome measures, and quality. Please
see Chapter 2 for additional information regarding the development of Network Performance Metrics.

Strategy 5: Establish a Care Management Database

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

HMA conducted an assessment of the Network's information technology (IT) and information systems (IS).
While there are many information systems used within the Network to view client clinical data, most systems
operate in isolation from one another. This negatively impacts 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.

During the HMIA engagement, the Network identified the following systems that contain key information for
care coordination. Primary care is in the process of implementing eQinical Works (eON). BON has some
reporting capabilities, but the Network is determining the best strategy for enhanding its reporting capabilities

" Within the HUM S populetion, the top one percent of users of urgent/emergent services comprisesabout 25 percent of the costs The
top five percent comprisesover 50 percent of the costs. Source; Department of Public Health,
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further so that it can readily produce actionable data for care coordination. Additional information regarding the
Network's information technology and the factors that must be taken into consideration as the Network begins
to plan for asingle electronic health record (EHR) is in Appendix 1.

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

Short Term 0 Coordinated Case Management System (OOMS) An

. integrated electronic charting, reporting, and
communication fool for teamsworking with vulnerable
aduit served across multiple systems of care.
0 S GetCare Acountywide, integrated web-based
information system focused on older and dissbled adults
{1Life Time Qinical Record (LCR) An BHRutilized by
various partners, induding local hospitals the San
Frandsco Community Qinics Consortium (SFOCC), the
Department of Housing, and the county jail system.
i O eQinical\Works (eCON) A unified electronic medical”
records and practice management system for Ambulatory
Services being implemented in Community and Hospital-
based Primary Care and Soedialty Qinics
OAvatar The behavioral health electronicrecord system.
1 MobileMD® An outsourced health information
~ exchange for health systems, hospitals, physidans, labs
longTerm " and andliary healthcare providerswith secure messaging,
analytic solutions, and an electronic medical record
system to physician practicss. Qonnectshedlthcare
providersand patientsthrough secure dinical and patient
portals
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Client Flow

Animportant aspect to improve the quality and effidency of health care is to optimize client flow, or, the
movement of dlients through the health care system ensuring the most appropriate leve! 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 client flow. One of the primary goals is to reduce non-
acute lower level of care (LLOC) inpatient days and out-of-network (OON) referrals. Reducing 1L1OCdays can
reduce oosts and increase capacity by effectively transferring clients that no longer need acute careto an
outpatient setting, and, thereby freeing up additional capacity in inpatient care. To accomplish this, processes
need to be in place to be able to effectively transfer dlients from inpatient to other services (e.g., their primary
care medical home, LHH, community beds, etc.). Below is a table of recent achievements and future goals.
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Figure 4. Lower Level of Care and Out-of-Network Key Achievements and Goals
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2012-2013 Achievements 2013-2014 Goals
SGH Reduced the percentageof -~ Reduce LLOCdays by 60 percent of its FY12 level
Medical/ Qurgical LLOCdays from 14 and increase acute admissions by 640 per year
to 11 percent of total days 010 LLOC patients per day for Medical/ Surgical;
Increased the percent of utiiization reducimp of 51 percent from current average of
20.5 patients per day

management reviews performed ; -
within 24 hoursfrom 30 percent to64 018 LLOCpatients per day for Psychiatry;

percent reduction of 49 percent from current average of
35 patients per day
LHH Reduced the average wait timefrom  Reduce the average length of stay (ALOS by 12.4
referral to admissonfrom8.4t07.5  peroent, from 629 daysto 551, and increase DPH
daysviainternal and external - referrals by an additional 140 per year
relationship development :
Transitions  Formally established the Transitions ~ Reduce ALOSIn community placementsby 50
Division Division (formerly Community - percent to increase capadity for SFGH and LHH
Facement) referrals
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Source: Department of Public Health, Institutional/ Post-Institutional Action Team Final Report,

In addition, the Institutional and Fost-Institutional Care Action Team cdlosely reviewed the current client flow
process between SFGH and LHH and began work on streamlining client flow, as illustrated below.

Figure 5: Revised Client Flow from SFGH to LHH and Transitions
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SFGH Referral Initiation
3 days prior to anticipated d/c date

Transitions Team

LHH Referral Referral

LHH Evaluation . Transitions Evaluation
24h from Referral 24h from Referral

Transitions

LHH Decision . .
Decision -

Denial
Acceptance Acceptance g Facility Referral

. SFGH IDT : ‘ Acceptance
Anticipated Meeting Facility .
Discharge Date Evaluation
Anticipated
New Discharge Discharge
Plan / Appeal Denial Facility Decision Date
Decision
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Source: Department of Public Health, Institutional/ Post-Institutional Action Team Final Report.
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Strategy 7: Develop and Operat;onalizz an Inpatient Flow Dashboard

To achieve the above targets for improvementsto dient flow, the Network developed a sef of metricson
inpatient flow, access, and post-institutional follow-up for inpatient clients.

Figure 6: Key Inpatient Flow Metrics
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SCGH LHH Transitions Division
Daily HOCdays Average length of stay (ALOS) — Bed Turnover Rate  Number of clients
Barriers to Discharge Barriers to Discharge ALOE

Discharge Destinations Discharge Disposition

30 Day Related Readmissions ~ Readmissions
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Source: Department 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) Frontline or Point of Care
&aff. The reports will be a ussful tool for guiding discharge planning decisions, menitoring progress or areas for
improvement, and creating a culture of accountability across the Network.

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

Strategy 8: Pursue Opportunities for SFGH and LHH Integration

To become a fully integrated system and improve dlient flow across the system, the Network is exploring the
integration of certain functions of SFGH and LHH. A Joint Hospital Executive Council was developed and is
responsible for approving an integration performance improvement program that will enhance care delivery,
dient flow, and communication between the hospitals, ambulatory, and community sites. The HMA engagement
identified opportunities and high priority areasto further pursue integration, listed below.

Figure 7 SFGH-LHH Areas Identified for Integration

T L L L T L Ty T e T T T L L L L L L L L T T TP T T ST POy

O Cofeteria O Radiology

0O Food Services Management ' O Rehabilitation

0O Qinical Nutrition 0 Respiratory Therapy

0 Bectrocardiogram O Telecommunication

0 Hectroencephalogram 0 Biomedical

0 Chronic Dialysis [0 Utilization Management
O Interpreter Services 0 Sodal Services

0O Qinical Laboratories 0 Performance improvement
0O Pharmacy
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CHAPTER 2: MANAGED CARE

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

Asmentioned in the background section, the provisions of the Affordable Care Act (ACA) altered the operating
environment for healthcare, particularly for public health ‘
systems. For DPH, health care reform requires amajor
transformation of the patient delivery system to become a
fully integrated delivery system (IDS) that will facilitate
improved patient care and the more effective use of
resources. Amajor accomplishment that resulted from the
HWVIA engagement was the development of the San Frandisco
Health Network (referred to as “the Network” in this report),
which combines the patient delivery services under one
system (see Figure 16).

Goal2
Managed Care

« Created Network vision

¢ Rollout of Network
organizational structure

« Defined leadership job
destriptions

* Established the Network
Mandged Care Office

Highlighted .
Accomplishments

The new healthcare environment requires the Network to
become a provider of choice. Therefore, to remain
competitive, creation of the Network includes development
of aManaged Care Office aimed at managing risk and
increasing the number of dients seen at Network dinics.

Network.Vision

9. Managing the Network

" vision

Network Managed Care

10. Managed Care Office -

‘11. Nétwork Performance
Metrics

Key Strategies.

The Network Vision

HMAinterviewed key leadership and staff throughout DPH
and underwent an intensive, collaborative processto
develop a detalled and clear vision for the Network and the
necessary components, in particular the Managed Care
COffice. The Network's vision is to continuously increase the
quality and value of services to dlients, staff, and partners.

The Network is unique to other private and public systems as
it hasa robust set of key services needed to build a ssamless
continuum of care: patient-centered medical homes (PCMH),
outpatient spedialties and diagnostics, inpatient acute
services, long term care (both institutional and home and
community-based), and comprehensive behavioral health
services. In addition, because the Healthy San Francisco
program covered the Qty’s uninsured, the Network was able
to predict with fair predision the number of clients that
would need coverage after health reform. These two elements, having a full complement of health care services
and adefined population, served as the starting point for the development of the Network.

* Full Network culture
change and fiscal
stewardship

+ Clear accountabilities

Long Term
Milestones
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Strategy 9: Managing the Network Vision

Asmentioned above, the Network centralizes the service delivery side of DPH. The new organizational structure
in Figure 16 was informed by six DPH-HMA Action Teams, HMA consultants, and DPH key staff and physicians of
all levels. The DPH vision for the Network is summarized below.

O Provide and manage the care for a defined number of new and existing dlients

00 Organize elements of the delivery system into one Network which will work together to assure that gaps
arefilled, duplication is eliminated, quality isenhanced, and the health of the population isimproved

0O Build an integrated operational infrastructure (induding the necessary elements of amanaged care
structure) that supports the delivery of care in away that maximizes efficiency, consistency, and quality

O Assure that all patients are cared for timely and at the most appropriate level of care

O Collaborate with other providers, partners, and health pians to assure the long term sustainability of the
Network, which is the core of DPH and broader San Francisco safety net

Managed Care under the Network

With the implementation of the ACA, a critical part of the overall business strategy for a finandally sustainable
Network is managing financial risk. In contrast to the fee-for-service mode}, managed care and capitation will
make the Network accountable for cost, utilization, quality, and health of its clients. Therefore, unnecessary or
preventable health care expenditures are problematicto DPH.

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 ACAand 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 clients, 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 il for additional information.

Figure 8 Network Managed Care Contracting Opportunities
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Cllent’s Eligibility and Enroliment Process with the ACA

1. Client 2. Determine 3. Select Plan 4, Select
Eligibiity’ Provider

o HesalthySF

The Network is afready ]
a provider within these
" health plan networks,

i SFHealth Plan
b iy

- -
Anthem Blue Cross JN
‘The Network isnot yot

aprmoviderin any of
theseheaith plans,
butmust begin

Blue Shield
Chinese Community
Health Flan f
HealthNet
.
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Note: Anthem Blue Cross is a product line under Medi-Cal and a separate product line under Covered CA.

exploration of

T managedcire
contracts to increase

Its enroliment.

1011




Summary of Health Reform Readiness Page 28

Strategy 10: Operationalize the Managed Care Office

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

O Contract management and provider relations indudes the development and compliance monitoring of
standards for Medi-Cal managed care, aswell as contracting with and monitoring community providers
and services that serve Network clients.

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

O Benefidary relations management includes serving as a liaison to the health plans customer service -
department complaints and grievances, assuring quality client care, assuring acoess to primary care and
medically necessary service within required timeframes, assisting in enroliment and reenroliment
assistance, and communicating with beneficiaries. .

0 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 11: Network Performance Metrics

To ensure that the Network vision is being implemented in alignment with DPH and ACA goals (to increase
enroliment, quality of care, reducs out of network expenditures, and maximize revenues, etc.), HMA
recommended and Network leadership agreed to the development of performance metrics to regularly
measure, evaluate, and improve performance to deliver the highest-quality healthcare and maximize
effidencies. Performance measurement will promote transparency, open communication, and accountability
across the Network.

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

O Patient How

O Hnance

O Quality and Safety
O Patient Satisfaction
0 Saff Stisfaction

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

Page 29

ACA Impact on DPH Financial Sustainability

Fnandal 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 Act
(ACA) 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 pianning and management of risk even more
challenging. This s particularly 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 HVIA engagement and the two year
integrated delivery system planning process began the shift
toward improving internal efficiencies while maintaining care
excellence and quality.

Highlighted,
Accomplishrnents

In light of the new healthcare environment, which aims to
increase coverage for more people, improve quality, and
control costs, DPHmust strive for financial sustainability
through (1) delivery of coordinated quality preventative care
asdescribed in previous sections of this report, (2)
exploitation of financial opportunities, and (3) cost control and
management strategies. At DPH, the increased number of
insured individuals as a result of the ACA provides current and
potential San Francisco Health Network (the Network) clients
with a choice regarding where to access care. Bach Network .
dient retained or newly enrolied helps maintain or increase
revenues to sustain the Network. On the other hand, if
Network clients choose to get their health care elsewhere and
move out of the Network, DPH will lose revenue to support its
current system of care. During the HVA engagement, DPH
underwent an intensive internal process to develop amodel
to project future revenue streamsin light of health reform and
clear 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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Long Term
Milestones

Goal 3

Financial Sustainability

* DPH budget structural fix

* SFGHvariance reporting

* SFGH productivity report

¢ mproved LHH
reimbursement timing

+ Began jall health pilot

‘Reveriue Generatiori
.12.Increase enrollmerit,
"13. Actively seek state and

federa!l funding
opportunities

Cost Management

14. Create shared financial
incentives with UCSF

_15:Analyze SFGH costs

16, Develop cost and

- performance reports for’
cost centers

* Achieve financial

" sustainability and reduced

fiscal uncertainty
* Clear accountabilities
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Revenue Generation Strategies

|

Revenue Outlook

Asaresult of the ACA, it is projected that DPHwill realize a 16 percent decrease in the historical state and
federal safety net dollars. Capitated revenues are anticipated to partially offsat this loss. The impact of health
reform on DPH s finandial sustainability is broken down into four main categories: Primary Care Capauty,
Change in Reimbursement Mechanism, Insurance Satus, and State and Federal Revenues.

O Primary Care Capadity. Asdiscussed in the Chapter 1 and Appendix ll, increasing primary care capadity to
meet demand directly impacts quality of care aswell asmanaged care revenues. Not only isthe
Network currently challenged to meet demand and in need of additional capadity but also the ACA
requires that clients have timely acoess to care. Therefore, the Network must strengthen its primary
care system to increase capacity to ensure timely access to care. Thiswill allow DPHto provide patients
preventative and early interventions to keep its patients healthy, improve quality cutcomes, and
minimize avoidable hospital admissions.

0 Changein Reimbursement Mechanism. To incentivize more efficient use of services and asameansto
manage risk, the reimbursement mechanism in the new healthcare environment is moving away from
fee-for-service and towards capitated payments. Fee-for-servics isa payment for each service provided.
There is predictability in payment for services, but also fewer incentivesto reduce costs. Medi-Cal is
moving away 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 payment for
patients, but it requires better cost control mechanisms to ensure financial sustainability. Asan
emerging practice in the public sector identified by HVIA, the Network must become more efficient and
cost conscious at all levels of dlient delivery and educate dients about the Network’s new managed
system of care. Medi-Cal expansion and Covered CA have moved to afixed per member per month
(PMPIM) 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, degper
system of care than many competing managed care systems; therefore, if care iswell coordinated and
managed, the Network's full continuum of care can help retain clients and ensure the viability of the
Nstwork and DPH.

O Insurance Satus. Network clients’ insurance status is essential to DPH's revenues as these revenues
fund the many vital health services for the whole community as llustrated in Figure 2. Therefore, to
continue to provide a viable safety net, the Gty must increase the number of Network clients and
increase revenue. .

Asintended, ACA's impact will result in an increase in the number of insured and a decrease in the
number of uninsured. Amajority of the state’s insured will gain coverage through Medi-Cal asa result of
Medi-Cal expansion while the remainder will gain coverage through Covered CA Programs that
historically served the uninsured in San Francisco will shrink as more dlients are covered under the ACA.
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For example, SFPATH (San Francisco Provides Accessto Health Care) ' ended on December 31,2013 and
its clients transitioned into the newly expanded Medi-Cal. The remaining uninsured, who are not eligible
for Medi-Cal or Qovered CA, will remain in Healthy San Francisco.

Based on the HVIA engagement 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 Covered CAclients. The major assumptions
within this projection are listed below:
0 Total Projected Gient Increase: Network dients are forecasted to increase from approximately
57,000 to 85,500 dients over a five year period. Key assumptions are listed below.
o Medi-Cal Expansion: Network to enroll nearly 15,000 individuals eligible for the Medi-
Cal expansion around January 2014. The monthly (“PMPM") capitation rate for the new
Medi-Cal expansion population as of January 2014 is assumed to start at approximately
$400. )
o Covered CA: Network to enroll 2,000 individuals eligible for Covered California
(insurance exchange) in or around January 2015.
o Dual Higibles™ Qate's transition of dual eligibles (Duals) into managed care is
anticpated 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
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Source: Department of Public Health via the HMA Financial Projection Model, Note: Projections are based an HMA and DPH assumptions
regarding estimated client membership.

2 S PATH: The Gty and Oounty of San Frandsco's Low Income Health Program (LIHP) was created by the state in July 2011 asa
temporary program for certain Californians eligible for free or low cost heath insurance asa part of the federal hedth reformsthat took
effect in 2014,

* Dudl sligbles are those eligible for both Medicare and Medi-Cal,
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0O Sate and Federal Revenue. Under the ACA, there are major changes in how counties receive 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
include federal Disproportionate Share Hospital (DSH) payment reductions ($31 million), state
“realignment” funds for indigent health ($34 million), and traditional fee-for-service patient revenues
($66 million). These losses amount to a 16 percent reduction in revenues from FY14 to FY19. The figure
below illustrates the net reduction of these three revenue streams over this period.

Figure 10: Projected Reductions in Three Major State and Federal Revenues FY14-FY 19 (in millions)
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Source: Department of Public Health via the HMA Financial Projection Model.

. Strategy 12: Tncrease Network Clients by Strengthening the Ambulatory Care System

During the HMA engagement, the Network developed a detailed work plan to improve the Ambulatory Care
system. It isimperative 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 Care system
to achieve this increase, such as increasing panel sizes, implementing a call center, and improving the physical
appearance of clinicsites to attract and retain Network clients.

The Network projects that over the next five year period there will be an average 10 percent increase in
Network clients each year, reaching approximately 85,500 dients by FY19. Akey assumption is that the number
of Network dients will increase by 36 percent in health reform’s first year, from approximately 54,900 to 74,800
clients by June 30, 2015. Attaining thisyeér-over-year increase is imperative to DPH s finandial sustainability asa
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result of the anticipated state and federal revenue losses. Over time, successful increases in Network dientswill
reduce revenue uncertainty. >

Figure 11: Projected Monthly Network Clients FY14-FY19
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Source: Department of Public Health via the HMA Finandal Projection Model, Note: Projections are based on HMA and DPH assumptions
regarding estimated client membership,

Strategy 13: Actively Seek Additional State and Federal Funding Opportunities

DPH has recently increased its work with state and federal officials on targeted opportunitiesto support San
Francisco's innovative programs. This dialogue led to the prioritization, achievements, and next steps listed
below."

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

0 Health Homes. The Network, with HMA expertise, monitored developments regarding ACA Section
2703, the Medicaid Health Home State Plan Option, and began to explore options to establish Health
Homes within the Network. in the future, the Network wiil attempt to garner additional funding for
Health Homes through a SPA or Medicaid 1115 Waiver project. See Chapter 1 for more information on
the establishment of Health Homes.

0 FHCQinicVisit Reimbursements, HVIA identified current Sate Flan Amendments (SPAs) that allow
supplemental Federally Qualified Health Center (RQHC) payments as away to increase the rate of
A

" These opportunitieswere not incorporated into the HMA five-year finandal forecast model asthese strategies are additional revenue
opportunities yet to be realized.
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reimbursement from the Federal government. After additional exploration, DPH discovered the current
California SPA cannot be used for this. However, DPH found the state may be supportive of an effort to
allow for certified public expenditures (excluding intergovernmental transfers or 1GTs) to draw down
federal financial participation for unreimbursed RQHC costs.

0O Jail Health Ehrollment. The Network initiated implementing a Jil Health pilot enroliment project to
ensure enroliment of the jail population into a coverage program prior to release from jail. Ensuring the
jail population has coverage and acoess to care prior to or when being released from jail will further
decrease the uninsured rate in our community and reduce pressures on the safety net. If these newly
enrolled individuals choose to access care at a Network clinic or hospital, then this is also another source
of client revenue for the Network. The Network is currently working with the Human Services Agency
(HSA), the Sheriff's Department, and Jail Health staff to ensure health care enrollment occurs at, or just
after, release.

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

Cost Control & Management Strategies

Expenscs Outlook

Asstated at the beginning of this section, one of the mgjor finandial
impacts of the ACAis an approximately 16 percent reductionin

revenues (DSH, fee-for-service; realignment). These reductions can be Capitated revenues will only
offset with increases in managed care (capitated) revenues; however, partially offset the
expenditures must be managed carefully to ensure financial stability. antidpated state and federal

R . revenue losses.
Asillustrated below, over the next five year period DPH's current

operating expenses are projected to increase by eight percent, to Cost management and
approximately $2 billion. DPH's costs can be broken down into four control strategies must also
main categories: salaries and benefits comprise 50 percent, UCSF be used to curb expense
comprises nine percent, and other contractua! services and other growth,

costs together comprise 41 percent. Twenty-two perbent of the eight
percent increase in costsis attributed to the UCSF Affiliation
Agreement and 63 percent of the increase is from DPH salaries and
benefits. These expense projections indude inflationary factors outlined in the Oty's Three-Year Budget
Projection (" boint Report”), but do not reflect any new initiatives or programs above the FY13-14 budget nor the
operating budget for the new San Francisco General Hospital.
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Figure 12: Projected Increase in Total DPH -Operating Expenses FY14-FY19 (in millions)
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Source: Department of Public Health via HMA Financial Projection Model,

One of the fiscal chalienges facing public health departments as a result of health reform is accurately projecting
capitated revenue as this isbased on enroliment projections, depicted in Figure 9. The level of uncertainty for
projected revenue remains high. However, over time and with greater market experience DPHwill continue to
refine and shouid be able to more accurately predict enroliment numbers.

To estimate DPH's general fund subsidy for its baseline operating costs in FY15 through FY19, the department
utilized the HMA financial model provided during the engagement, updating it with more recent information
and to reflect DPH's current operating budget. Based on this update, the Qty's net general fund contribution to
DPHis anticipated to increase by 50 percent from FY14 to FY19, asillustrated below. During its engagement,
HMA pointed out that historical cost trends must be reversed or otherwise mitigated for DPHto attain the goal
of long term financial sustainability.

This projection assumes the aforementioned 16 percent revenue loss from D3H, realignment, and fee-for-
service, the forecasted eight percent cost increase, the current Fy14 baseline general fund subsidy, general-
funded capital and project dollars are constant, and the same level of service in other DPH programs. In
addition, the methodology used to project the estimated general fund subsidy does not indude increasesin
enrollment or capitated revenues.
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Figure 13: Projected G eneral Fund Subsidy Increases FY14-FY19 (in millions)

RS NN AN RN RN R R MK AR A AN E R RN S AN TN NS NN U AR T U AR NP AN E R NS EAR EA S ANN AN AN RSN A A U RN G PN SN UPA NN ARNO NN

Page 36

FY13-14 FY1415 FY15-18

Budget (Year1) (Year2)

Fri6-17 FY17-18 FY18-19
(Year3) (Year4) (Yearb)

These cost growth rates coupled
with the impact of the ACA, will
be unsustainable unless higtorical
oost trends are reversed or
otherwise mitigated.

Absent any interventions, the
general fund contribution by the
Gity isprojected to reach $831
million in FY19, for atotal of $4.3
billion over the period from FY14-

(Baseline)

FY19.

IIIII‘IllIIII»I‘I.I’llll'l‘ll"II.‘l.l'-lIIl..IIII'III'III'I'III‘I.III‘.IIIIIIIllll.llll

Source: Department of Public Health via HMA Financial Projection Model.

Given DPH's main cost drivers and HMA's fiscal recommendations, the following are three key areasto control
costs: the UCSF Affiliation Agreement, SFGH operating costs, and cost reporting. This section will identify the
actions already accomplished and strategies for cost control and management.

Strategy 14: Create Shared Financial Incentives with UCSF

The UCSF relationship is a long standing, mutually beneficial partnership that has served the San Francisco
community for more than one hundred years, formalized in a written Affiliation Agreement since 1959.

However, with health reform and a new managed care
environment, public health systems around the country are working
to better measure and rein in costs. The UCS Affiliation Agreement
isat $154 million in FY14 and comprises approximately ten percent
of the annual DPH budget and 15 percent of the annual SRGH
budget. Through the HMA engagement, the Network identified key
areas around fiscal management of the UCS 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 UCSF
partnership can be found in Appendix Il

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

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

competitive edge.

As alarge portion of SFGH gaff
and the DPH budget, the UCEF
Agreement must be
restructured and new
measures enforced to remain
competitive.
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driven management of the UCSF Affiliation Agreement aswell.

0 Bytheend of FY14 the Network intends to support a benchmarking study to identify best practicesin
hospital-academic institution affiliation agreements across the country to understand key reporting and
accountability measures. .

0 Bytheend of FY15 the Network intends to utilize the best practice research when evaluating the
Agresment, in particular the addition of key reporting requirements, risk-reward provisions, biliing
expectations, and regular review of non-faculty costs and leases.

Through the implementation of these strategies, DPH, in particular the Network, will centralize all UCSF contract
management and dedision making to ensure transparency and, most importantly, realize improved productivity
and reduced cost growth. This year-over-year management of the UCSF Affiliation Agreement and assodated
costs will help DPH achieve finandial sustainability and increase mutual acoountability.

Strategy 15: Analyze SFGH New Facility Costs

SFGH operating costs comprises approximately one-third of DPH's annual General Fund subsidy and more than
50 percent of DPH 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 remaln financially sustainable. So, there are opportunities to prevent acute admissions
through a strengthened ambulatory system (as discussed in Chapter 1), aswell as opportunitiesto control costs
in the acute setting at SFGH. As a result of the HVIA engagement, there have been three key financial
achievements at SFGH: (1) implementation of salary and fringe variance reporting by cost center, (2)
development of an SFGH productivity report, and (3) a re-evaluation of the new SRGH operating budget viadata
gathering and assessment of proposals.

In the next year, the following three strategies will be pursued to continue to manage SFGH costs.

0 SGHwill continue to evaluate one-time transition costs and ongoing new fadility costs to ensure that
new equipment and FTEs are justified by volumes.

0 Saffing costs comprise approximately 50 percent of S<GH's operating expenses; therefore, a detailed
examination of staffing levels against similar hospitals and benchmarks coupled with a study of the
client population and volumesis needed by the end of FY15.

0 SCGHwill also operationalize a benchmark database so SFGH can compare productivity and volumes
against similar academic teaching hospitals across the nation.

These strategies will be used to refine the operating budget for the new SFGH. This updated budget coupled
with proactive budget variance reporting will provide SRGH with tools to better manage and control costs.
SGH s ability to manage costs isimperative to the overall financial sustainability of the Network, DPH, and the
Cty asmany of the services provided in an acute setting are now capitated. Cose management of costs against
volumes is a key strategy to achieve finandial 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 Fund or new revenues to cover actual
expenses. The FY14 adopted budget added funding to address the previous structural gap with SFGH staff
funding. In addition, DPH leadership implemented expanded financial reporting to the Health Commission to
hoid DPH accountable to the Commission and City leaders if overruns occur. If overruns occur, DPH will present
acorrective action plan. '

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

In sum, the Network must not only increase the number of dients served to help offsst state and federal
revenue losses, but also effectively manage costs to ensure the Network, DPH, and the Gty remain financially
sustainable over the long term. Additional investment and partnership strategies can be found in Appendix {i
and Iil. '
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APPENDIX I: IDS HISTORY, HMA ENGAGEMENT, AND
ACTION TEAMS

DPH hasworked toward integrating patient delivery for nearly three years and developed the following
definition for DPH's integrated delivery system (IDS): a comprehensive system of care that is clinically and
financially accountable to provide coordinated health services to the individuals it servesand 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 s
critical to the populations and communities it serves. Between June 2011 and May 2012, an internal IDS

. planning and visioning effort took place that resulted in over 40 recommendations aligned with the Health
Commission’s priorities. This significant effort involved over 100 staff and community partnersin the IDS
planning groups.®® Between July 2012 and March 2013, initial implementation efforts took place in which five
work teams were created to begin implementation of the recommendations.®®

HMA Engagement

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

1. Prepare DPH to compete for dients as the healthcare environment changes and finandal reimbursement
moves away from fee-for-service and towards capitation

2. Transform and integrate DPH's delivery system and corresponding support systemsinto a provider of choice
and away from the provider of last resort

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

Visioning

Building upon the previous IDSwork, HVIA began the engagement with a series of key internal and external
stakeholder interviews and intensive document review. HWIA developed an environmental assessment and clear
statement of the vision for DPH as depicted in Figure 14. This graphic illustrates DPH's 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 San Frandsco system to have and maintain a healthy population.

*® Department of Public Health, Presentation of the Integrated Delivery System Planning Project, May 15, 2012, Retrieved January 15,
2014 from http:// bit Jy/ 1pVWU3Kk.

 The teamswere Care Management, Qinical Leadership, Health Promotion and Disease Prevention, Innovationsin Health Care, and
Quality and Utilization Management. Department of Public Health.
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The two primary roles of DPH 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, DPH must
prepare the health care delivery system to become the provider of choice for clients.

Figure 14: DPH’s IDS Vision
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Prioritization

The intensive DPH IDSdevelopment, prioritization, and planning effort took place over the summer of 2013 via
DPH-HMA Action 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 DPH, and (3) move the two years of IDS
planning into the implementation phase. Figure 15 depicts the six Action Teams developed and the main
objective of each team. Throughout the process, the leaders of the Action Teamsformed the Integration
Seering Committee (1S0), which served as the key planning and monitoring group for health reform readiness
activities and IDSdevelopment.

The output of this three-month, joint DPH-HMA effort from June to September 2013 included strategic and -
intensive intra-departmental collaboration, and a priority list of key recommendations for improved systems

change in light of health reform. On October 1, 2013, the planning phase ended and implementation began with

the launch of the Gty's public health integrated delivery system, called the San Francisco Health Network

(referred to as“the Network” in this report).
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Figure 15: DPH-HMA Action Team Objectives
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Source: Department of Public Health. *The ambulatory care sub-groups induded the fllowing: 1. Panel Sizes, 2. Operational Issues, 3.
Organizational Structure, 4. Critical Capital and HR Investments, 5, Health Homes, 6. Specialty Services

Implementation

HWA assisted DPH to reorganize management and reporting structuresto 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 DPH's patient delivery system into the San Francisco Health Network is depicted in Figure 16. As
Fgure 14 illustrates, the core of the public health system (the Network) must be strong in order for the greater
San Francisco system to maintain a healthy population.
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Figure 16: San Francisco Department of Public Health Organizational Structure
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APPENDIX II: INVESTMENTS

Pag. 43

ACA Impact on Investments

Asthe Background and Chapter 3 state, the provisions of the
Affordable Care Act (ACA) and resulting changesto the
healthcare environment are challenging the San Francisco
Health Network (the Network) to improve efficiency of care
while also improving quality. The three main challenges facing
the Network are: (1) timely access to care (with ACA, dients
have aright to care within a reasonable time), (2) adaptingto
capitation payments, which create greater incentivesto reduce
unneocessary high cost care and invest in prevention and care
management, and (3) increased 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.”

Highlighted
Accomplishments

To meet these new challenges and succeed in the new
environment, the Gty 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
Chapter 1 for a discussion of dlinic fadility investments important
to improving access to care and patient flow. The next two
sections discuss key strategies coming out of the HMA
engagement regarding human resource and information
technology investments.
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H
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B
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Human Resource Strategies

For organizations in direct patient care such as hospitals, clinics,
and public health systems, the ACA and the managed care
setting require quality, cost-effective, and cost-conscious care,
There are several key steps to achieve this; for publichealth
systems, these include: (1) reorganize and restructure into an
integrated delivery system, (2) i'dentify and resolve barriers to
expedite hiring, and (3) increase staffing flexibility based on
demand for services and the number of staff available basad on
dient volume. Discussed more below, these strategies are
needed to help the Network improve wait times, provide more
efficient care, and more effectively compete with other
providers.

Milestones

Appendix I1

Investments

* Accelerated leadership
hiring

« Hired new leaders in
human resources and
Information fechnology

* [dentified and began HR
process improvement
items

'Human Resources (HR)

* Reorganize the delivery
system

*Resolve hiring barriers

#Increase staffing flexibility

Information Technology (IT)

» Develop an IT stratégic plan
= Develop an IT financing
plan

Clinic Facilities

Seé Chapter 1

= Obtain the infrastructure
and assets reguired to
achieve patient care
access, quality
improvement, and
financial sustainability
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Reorganize and Restructure the Delivery System

The DPH IDSplanning process and the HMA engagement, including the work of the 2013 Action Teams, resulted
in the development and adoption of the San Francisco Health Network on October 1, 2013. The rollout of the
Network and reorganization of the delivery system as depicted in Figure 16 is a crucial first step towards
becoming a“provider of choice.” Informed by HMA's experience integrating other county public health systems,
the Network developed job descriptions for key leadership positions in 2013. These key positions include the
Network Director and Ambulatory Care Director. in addition, the reorganization established a Managed Care
Office for the Network which aims to hire a Managed Care Director by the end of FYi4. For more information on
new leadership positions and the Managed Care Office, see Chapter 2. For more information on additional
Ambulatory Care human resource strategies, see Chapter 1. In addition to the Network leadership positions,
DPH also hired key leadership positions, induding the Human Resources Director and Chief Information Officer.

Throughout FY14 and continuing into FY15, the Network needs to continue to develop its integrated structure
and staffing strategies among Ambutatory Care, Ainance, Managed Care, and Transitions (formerly Community
Placement). The Network has pledged to monitor the impact of organizational and culture changes on staff
through a quality improvement process, including 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

Akey HVIA recommendation was to develop effective strategies as soon as possible to reduce recruitment and
hiring barriers. This includes streamlining the DPH and Gty recruiting and hiring processes to reduce the time to
hire. :

The hiring of DPH's Director of Human Resources in August 2013 wasa

major milestone. As a result of the HMA engagement, DPH identified To mest the human resourcs
and started to implement 14 action items to improve personnel mdleng?g;%;f Negwork
processes in conjunction with the Gty's Department of Human wmn:;fu”; esg;ge);;an "
Resources (DHR). This includes a secured agresment from DHRto other Qty partnersto remove
accelerate hiring of key DPH and Network leaders, and ongoing weekly hiring barriers and increase
meetings with DPH divisions to identify and accelerate hiring of key staffing flexibility.
positions. DPH has committed to continue to identify and resolve '

barriers to hiring to appropriately and flexibly staff the Network.

Increase Staffing 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, cross-training, and professional
development. HMIA's early assessment of DPH induded alack of front-line workers, over-staffing in certain
areas, and inefficient staffing structuresthat have led to uncertainty regarding accountability. HMA emphasized
the need to sufficiently and appropriately staff the front-end of the network (i.e., primary care) in order to retain
its clients. HVIA also identified a lack of clear messaging to contract and labor partners regarding the future
need for staffing flexibility as a result of the new environment.

Recent achievements to improve staffing flexibility, efficiency, and hiring include:
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O Implementing LEAN at SRGH: To improve efficiency in select hospital units, SFGH adopted the process
and quality improvement method known as“LEAN' in 2012, Through August 2013, 35 staff have taken
LEAN certification training, four units have undergone a value stream mapping process to increase
efficency, and 11 “Kaizen,” or rapid improvement events, have taken place.

O Hiring Key Leadership and Messaging: Prior to January 1, 2014, DPHbegan to hire and staff key
leadership and staff positions described in Chapter 1, Srategy 1, who have begun to educate and inform
key partner/s of the impacts of ACA on staffing.

O Measuring Saff vs. Volume. DPH has prioritized the measurement of staffing needs. HMA developed a
productivity measurement tool as a first step in helping SFGH leadership identify staffing compared to
volume, with high-level comparisons to select hospital systems across the country.

0 Identifying Physidan Recruitment issues. HVIA identified the high cost of living in San Francisco
compared to relative salaries offered at DPH as a key barrier to primary care physician recruitment and
retention. Refer to Appendix lif for information regarding physician pay-for-performance incentives.

0 Qreating an HR Srategy for POMH. HMA recommended the creafion of a human resources strategy
specific to the Network's adoption of the Patient-Centered Medical Home (POMIH) model. This indudes
developing the competendies, job descriptions, performance evaluation, and identifying essential

- positions specific to POMHteams. HVA recommended closely linking competencies in training programs
and ongoing competence building for POMH practices. See Chapter 1, Srategy 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 (dlients
and volume).

Information Technology Strategies

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

In addition, HMIA found there is a lack of useable data across the system.

The Network is hampered by the multiplicity of data sources, a lack of Among many ITneeds of the
financial data (granularity or matching operations properly), and oftena - Network, implementing system-
distrust of the validity of the data produced. There currently is an inability wide electronic health records
to combine data sources to fadilitate accountability and effective and finandial management
planning. At the same time, DPH staff and partners are overwhelmed with solutionswill be eritical to
the amount of data currently required to be collected and reported (e.g., successunder the ACA
regulatory, research, grant program evaluation). In the short term this requires
DPH has made strides integrating its approach to information technology _significant planning and

. R identification of sustained
(IT) development through home-grown innovative approachesto finandial resources
connectivity and the recent on-boarding of DPH's Chief Information -
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Officer (Q0), but is still significantly behind other delivery systems in the establishment of an effective and
integrated IT system. DPH is committed to the long term implementation of a system-wide electronic health
record system (BHR)", but in the short term, immediate solutions are needed to support connectivity, dient
management, and financial acoountability. To accomplish this, DPH must as soon as possible (1) develop an
overarching ITstrategic plan and (2) identify and implement a sustainable financing strategy to support the long
term plan. Ctherwise, the adoption of fragmented systems without linking each new system to the overall
strategy leads to inefficiendies.

Develop a Short Term and Long Term IT Strategic Plan

DPH's hiring of its O was a key step in reorganizing and integrating the IT organizational structure. For the
short term, HVIA provided strategies and helped the Network to approach interim solutions.

1. Assessment. Prior and during the HViAengagement, a preliminary assessment of the existing IT systems
took place. Moving forward DPH must immediately conduct a formal assessment of the IT system
options and identify a system-wide, interim solution inlieu of an expensive, stand-alone BHR

2. Interim Interfaces. Using the formal assessment results, the second, complimentary approach is the

strategicimplementation of interfaces and updates to software and hardware, induding the IT

recommendations for ambulatory care discussed in Chapter 1. The Network is now exploring the
following options prior to the identification and purchase of a large EHRor finandal solution:

0 Reporting. Reporting toolsthat provide standardized reports across multiple systems. These
tools, induding data visualization, may cost in the thousands of dollars per ficense annually.

0 Business Intelligence/ Decision Support. Tools aimed at providing a meansto aggregate,
analyze, and report key finandal information. In some cases, these tools can cost hundreds of
thousands of dollars, and relies on feeds from existing systems in lieu of alarger integrated
solution. The Qontroller's Office provided DPH with some benchmarking information in this area.

t

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

Regardless of the specific solution obtained, an integfated IT system and strategy must include:

O Anapplication that provides dashboards and reports dient information using a data warehouse

0 Sandardization and interoperability, enabling the quality measurement, coordinated care, and financial
rigor required by the new ACA environment

O Population care management tools that allow for tracking and optimization of key prevention and
dissase management outcomes

O Anintegrated, county-wide health information system for clinical, quality, and financial measures

‘0 Training and staff support

" Bedtronic Health Record: alongitudinal electronic record of patient heath information generated by one or more encountersin any
care delivery setting. Induded in thisinformation are patient demographics, progress notes, problems, medications, vital signs, past
medical history, immunizations, laboratory dataand radiology reports. The EHRhasthe ability to generate a complete record of adinical
patient encounter induding evidence-based dedsion support, quality management, and outcomes reporting.
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Identify and Implement an IT Financing Strategy

Adiverse and sustainable financing strategy must be developed to support the resulting long term IT Srategic
Plan. The Mayor's Office, Controller's Office, and the Committee on Information Technology (OOIT) will be key
stakeholders in supporting the final strategy. Purchasing and implementing a network-wide EHRis not only a
significant financial commitment but there is also a resource commitment for leaders and staff to utilize the
system to its full potential. HVIA recommended two strategies to finance this large commitment.

A

Partnerships. During the HMIA engagement the following stakeholders were identified as highly
interested or proceeding with EHRimplementation. The key to this recommendation isto engage
stakeholders in the planning process to determine the type of partnership and mutual investments that
could help offset the cost of BHRimplementation. Examples of these benefits include the following:

0 For the UCS-Medical Center, a shared BEHRwould significantly improve communication and the
sharing of information between SGH and UCSFproviders and UCSF residents, resulting in better
care coordination. : )

0 For the UCSMedical School, training residents and performing research may be easier and more
cost effective with quick access to dient data through a shared EHR

0 For the San Frandisco Health Plan (SFHP), an BEHRwill result in higher levels of compliance and a
higher ranking among health plans.

Self-Anancing. Of the numerous financing options explored through the HMA engagement, HVIA
recommended self-financing as a possible sustainable option. This option could improve long term
financial performance and operations and would reinforce the cost-conscious culture created by health
reform.

In the long term, self-financing can be achieved through a change in DPH's control over surplus funds.
During its engagement, HVIA pointed out that when annual surpluses are available to an enterprise
organization, they can be used for needed investments in information technology, infrastructure, or
other needs. In thisarrangement, there isan incentive to find innovative, cost-effective solutions to
challenges so that surpluses can be carried over and utilized for long

term projects. DPH and the Gty will need to
. commit to significant

Currently, S°GH is listed as an enterprise fund within the Gty investmentsin human
budget. SRGH and DPH overall are stilf supported by and reliant on resources, information
the Gty'sgeneral fund. Conversely, the Gty can sweep any technology, and dinic
remaining funds at year-end back to the general fund. Snce any fadlitiesin order to meet the
surplus monies if they occurred would be returned, the desire to ACArequirementsfor patient
find innovative solutions to operational and reimbursement _ careaccessand quality
challenges is muted since there is a lack of incentive to save or improvement, and to achieve
. finandial sustainability.
increase revenue.

In sum, the Network and DPH should develop a dear IT strategy and sustainable IT financing plan, which indude
exploring potential partnerships and engaging the major financial stakeholders of the Gty.
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ACA Impact on Partnerships

In light of the new healthcare environment which aimsto cover
more people, improve quality, and rein in costs, partnerships will
become all the more important. DPH and the Network must build
and strengthen its strategic partnerships and collaborations to
increase revenue and manage costs.

Partnerships to Increase Revenue and Manage Costs

Asdiscussed in Chapter 2, the recent DPH reorganization and
development of the San 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 HVIA engagement identified
key partnerships and risk arrangements to help increase revenue
and manage costs.

San Francisco Health Plan '

With HMA's expertise, the Network worked closely with the San
Frandisco Health Flan (§HP)™® to create a plan to contractually to
set up contracts for sharing capitation payments with consortium
dinic partners. Moving forward, the Network must next work
dosaly with SFHPto accomplish the following strategies.

1. Medi-Cal Expansion Population Enrollment Srategy. The
Network should work with SFHP to continue to reach out
to the potential Medi-Cal expansion population.

2. AssessDivision of Finandal Responsibility. The Network
should re-assess the current division of financial
responsibilities with STHP. 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.

Highlighted
Accomplishments

» Evaluated UCSF physician
group (CPG) risk~sharing
relationship

« ldentified potential
community partners

« Ihteriiewed SFClinic:
Consortium leadership

« Strategized plan with SFHP
regarding Consortium

Key Strategies:

Partnershipsto Increase
.Revenue and Manage Costs
= SFHP, Covared CA, UCSF,
labor
‘Other Key Partnerships
* Clinic Consortium, State,
) Locat Leaders Business

™ San Frandisco Health Plan: SHPis alicensed community health plan that provides affordable health care coverage to over 80,000 low
and moderate-income families. It isone of the two Medi-Cal plansoffered in & County and also actsasthe Healthy San Frandisco

program'sthird party administrator.
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3. Bxplore Future Collaborations and Plans. The Network must assess the current services received as part
of the four percent administration fee to SFHP for Medi-Cal administration and determine additional
mutually beneficial investments and collaborations, such as the investment in an BHRsystem discussed
in Appendix Il. SHPwould benefit from a continued 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-Cal enrollees and potential Covered CA enrollees (if SFHP decides to become a qualified
health plan on the Exchange).

In the future, a sucoessful partnership and enroliment strategy with STHPwill result in an increased share of the
Medi-Cal expansion currently underway and its related client revenues.

Covered California Health PlansA

As described in the badkground section and in Chapters 2 and 3, Covered CA currently offers five qualified health
plans for San Frandisco residents. During the HMA engagement, the Network explored contracting with one of
the five plans. As of the end of 2013, the Network still is not currently a provider within any of the qualified
health plans. In the medium and long term, the Network should continue to pursue this possibility and Network
leadership has committed to doing so through its new Managed Care Office.

University of Califomia, San Francisco

Asdescribed in Chapter 3, the Affiliation Agreement with UCSFis a critical partnership to providing the system’s
quality patient care, but it is also a growing cost that cannot be sustained over the longterm, with an increase of
more than seven percent alone from FY13 to budgeted FY14 costs. In addition, UCS physicians possess a
significant amount of control over operationa effidency in the Network but HMAfound without a clear and
structured mechanism for accountability. Thus there is an opportunity for expense control through the
successful management of this Agreement.

During its engagement with DPH, HMA recommended the Network re- . . i
evaluate, and through negotiations, build a stronger and more strategic An extensive delay in obtaining
collaboration with UCSF via these strategies: valid and refigble ups= physician
. oogt datawas amajor challenge
0 Reduce SFGH operating costs and make the Network more cost- in HMA'sanalysis
effective and market competitive : To solve this, additional
0 Encourage UCSand its faculty to support the goals of th contractual reporting
Network through better accountability requirements will be added to
0 Encourage UCSFto support the DPH operationally and the UCSF Affiliation Agreement
financially (i.e., in the implementation or sharing of an over the next two years.
Bectronic Health Record (EHR) as described in Appendix II)

Through the HMA engagement, DPH has already recommended the use

of utilization rates as a strategy to refine and simplify risk-sharing under the capitated contracts between UCSF's
Qinical Practice Group (CPG) and SFGH. In the medium term, the Network plans to continue to work with SFHP
and UCS-to develop a clear payment methodology and incentive structure for the PG
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As aresult of the HVIAengagement and the lack of data necessary for tracking and analysis of UCSFexpenses at
the hospital and Network level, HMIA recommended the following strategies to bring the UCSF Affiliation
Agreement in line with more recent affiliation agreements across the country.

0 Physidan Pay-for-Performance. 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. Public hospitals have been generally slower
to adopt “pay for performance” for physicians. Bven 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 Gty Health and
Hospitals, Minneapolis/ Hennepin County, and Denver Health. Common components of compensation
goals for physidians indlude productivity, quality of care, and other institutional goals related to
operations and finance.

0 MetricRequirements, Risk-Reward Provisions, and Contract Management. In the medium term,
additional risk-reward provisions through the use of metrics should be explored, aswell as dloser
contract monitoring and management.

0 Restructuring for Accountability. In the long term, a re-assessment and potential restructuring of the
Agresment to ensure a dear mechanism for accountability.

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

Labor

In health care markets, employee organizations and their agreements with health provider organizations
significantly impact the cost of doing business. The Gty valuesits employees as the most important asset in
providing quality health care to its residents. However, according to HIAmany of the Network's private and
non-profit competitors, aswell as other public health systems across the country, have the ability to change
faster than in San Frandsco. To meet the goal of adapting to the new environment, therefore, DPHand the Gty
must identify and effectively strategize for the outcomes most important to the Network's sucoess in its labor
agreements.

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

During the HMA engagement, 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. SFGH
has committed by the end of F¥14 to begin to supply datato a shared 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 SGH. Thisimproved information, combined with planned collection of Network performance metrics, will
aid in developing a clear strategy and attaining a strengthened relationship with the Network's labor partners.
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Other Key Partnerships

Clinic Consortium

The San Francisco inic Consortium is a group of community-based, non-profit health clinics, indusive of a
select number of the Network's community clinics. During the HMA engagement, DPH interviewed and informed
Qinic Consortium leadership to discuss and share the new Network's strategy. In the medium and longterm,
the Network and its Ambulatory Care leadership need to continue to engage the Qinic Consortium, assessing
this partnership and the associated opportunities and risks. )

State of California

Asdiscussed in Chapter 3, it is essential that the Network maintain a positive working relationship with the
state, pursuing opportunities for improved reimbursement and new programs. The state will remain a critical,
ongoing source of funding in the new environment, playing a central role in key revenues such as Medi-Cal rates
and Realignment funding. Please refer to Chapter 3 for specificinitiatives and strategies.

Local Leaders and Decision Makers

The Gty and County of San Francisco's departments, the Board of Supervisors, the Health Commission, 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 systemin the dty. DPHleadership in conjunction with the Health Commission has committed to look to
target support to the areasthat will have the most profound and positive impact on the health system’s
operational and fiscal future. '

Business Community

As akey 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 ACAto succeed in San Francisco.

The Mayor's Universal Healthcare Council (UHC), 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 ACA
and the Gty's Health Care Security Ordinance (HCSO). The 41-member UHCwas co-chaired by Director Barbara
Garda and Dr. Sandra Hernandez, former CEO of The San Francisco Foundation. The data-driven process did not
seek consensus from all members, but did examine San Frandsco’s implementation of the federal ACAand
provided a summary report with collected recommendations from the group.

As health reform and itsimpact on the business and labor communities unfold over the next few years, DPH and
the Gty must remain engaged in the issues and challenges that arise. Additional information regarding the UHC

can be found at http://www.sfdph.org/dph/ oomhgg knowlcol/ uhe/ default.asp.
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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 mecting date

X 1. For reference to Committee. (An Ordinance, Resolution, Motion, or Charter Amendment)
2. Request for next printed 'agenda Without Reference to Committee.

3. Request for hearing on a subjéct matter at Committee.

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. Reactjvate File No.

O O Oo0o0odo on

10. Quesﬁon(s) submitted for Mayoral Appearance before the BOS on

Please check the appropriate boxes. The proposed legislation should be forwarded to the following:
[1 Small Business Commission [ Youth Commission [[1 Ethics Commission

[ Planning Commission [] 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. . ' .
//) A4 /]
Signature of Sponsoring Supervisor: / M‘Zj/ /
[ U
For Clerk's Use Only:
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