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its many other medical professional schools such as dentistry, nursing, pharmacy and optometry. UC medical centers had operating revenue of nearly $7 billion in 2012.

The hospitals that make up the UC health system include:

· UC Davis Medical Center, with 619 inpatient beds;
· UC Irvine Medical Center, with 411 inpatient beds;
· UC San Diego Medical Center, with 392 inpatient beds;
· UC San Diego Thornton Hospital, with 173 inpatient beds;
· UCSF Medical Center at Parnassus, with 580 inpatient beds;
· UCSF Medical Center at Mount Zion, with 140 inpatient beds;
· UCSF Langley Porter Psychiatric Hospital (an Acute Psychiatric Hospital), with 67 inpatient beds;
· Ronald Reagan UCLA Medical Center, with 466 inpatient beds;
· UCLA Medical Center, Santa Monica, with 266 inpatient beds; and,
· UCLA Resnick Neuropsychiatric Hospital (an Acute Psychiatric Hospital), with 74 inpatient beds.
Impact of Federal Health Care Reform

As a result of implementation of the ACA, about 4.7 million more Californians will be eligible for health insurance starting in 2014. The newly insured will likely increase demand for health care on an already strained system. Furthermore, the ACA aims to change how care is delivered, providing incentives for expanded and improved primary care, and creating team-based models of service delivery. Research indicates implementation of the ACA will place higher skill demands on all members of the health care workforce as health care systems try to improve quality while limiting costs. Hospitals will be affected by a number of significant policy changes, including several major changes in Medicare hospital payment policies, intended to improve the value and efficiency of hospital providers: 

· Excessive readmissions. The Medicare program has already begun penalizing hospitals that readmit an excessive number of patients who had been discharged within the prior 30 days. Currently, the maximum payment reduction for excess readmissions is one percent, but it will increase to three percent by 2015.
· Penalties for high rates of Hospital Acquired Conditions.  Beginning in 2015, hospitals scoring in the top quartile for the rate of Hospital Acquired Conditions will have their Medicare payments reduced by 1 percent for all diagnosis-related groups (DRGs).

· Implementation of a Value Based Purchasing Program (VBP). The VBP program will pay hospitals a bonus based on their performance for certain quality measures.  Under the VBP program, all hospitals will have a reduction in the base payment rate for all DRGs to fund the incentive pool, starting at one percent for the current year, and ramping up to two percent by 2017. Hospitals will receive incentive payments based on how well they perform on 12 Clinical Process of Care measures and on 8 Patient Experience of Care measures, as well as how much their performance improves relative to a baseline performance. 

The combination of these pay-for-performance reforms, as well as other programs developed as part of the ACA, will create a scenario under which hospitals across the country will be paid in part based on the quality of care, not just the quantity of services provided.  Already, there is some indication that these reforms for the Medicare program are being adopted by private health plans.

During a presentation at the Center for Health Quality and Innovation Spring Colloquium last month, a representative from UC acknowledged that while it ranks either first or second in each market in terms of cost, the patient experience surveys result in a ranking between the 50th and 70th percentile.   Poor quality data at some UC hospitals has been reported based on the Office of Statewide Health Planning and Development (OSHPD) discharge data, and this could have an adverse impact on reimbursements for UC under the new pay-for-performance reforms.
Issues of Concern

UC Medical Centers have long been known for charging higher prices than most other hospitals, which is partly attributable to being teaching hospitals, providing more extensive specialty care than typical hospitals, and, in several cases, operating Level 1 trauma centers.  As noted earlier, UC acknowledges that from market to market, it ranks either first or second as the most expensive hospitals in a given region.  A number of health plans over the years have expressed concern about the cost of contracting with UC. In 2011, a contract negotiation between Blue Shield of California and UCLA Medical Center gained widespread publicity when Blue Shield publicly protested UC’s strategy of negotiating as a group with all five medical centers.  Blue Shield, in a press release, stated that this tactic gave UCLA “an overwhelming negotiating advantage, allowing it and the other four UC hospitals to drastically increase their charges and make care less affordable” for Blue Shield members.  Blue Shield noted that UC pursued this strategy even though each medical center is clinically and financially independent.  Blue Shield asserted that UCLA’s rates increased 98 percent between 1996 and 2011, and that UCLA’s inpatient hospital charges were 41 percent higher than the Southern California average. Ultimately, Blue Shield and UC signed an agreement with all five medical centers which runs until June 30, 2015.

Other health plans have alleged that UC’s prices are as much as 140 percent above the market average. Medi-Cal Managed Care plans, in particular, are often simply priced out of contracting with UC hospitals.  With the expected increase in the number of persons covered under Medi-Cal Managed Care, the participation of UC medical centers as contracting providers may become more important, particularly with regard to specialty care.

A recent report from AFSCME Local 3299, which represents various patient care workers at UC medical centers, criticized excessive management costs and rising debt service payments at UC medical centers, arguing that patient care is suffering as a result of short staffing and a “VIP culture.”  The report, entitled “A Question of Priorities: Profits, Short Staffing, and the Shortchanging of Patient Care at UC Medical Centers,” stated that between 2008 and 2011, the total UC workforce grew by two percent, faculty increased by two percent, but the number of managers and administrators grew by 9 percent.  During this time period, twenty-eight percent of all new employee positions were for managers.  

The AFSCME report also criticized the quality of care at UC hospitals.  As AFSCME pointed out, Ronald Reagan UCLA Medical Center received an “F” for patient safety from the Leapfrog group, a healthcare buyers’ organization that publishes an annual “Hospital Safety Score.”  The hospital performed poorly on several measures tied to preventing medical errors, patient infections and deaths, and was one of only 25 hospitals nationwide to receive a failing grade. AFSCME looked at hospital discharge data from the state OSHPD which indicated that UC Irvine has one of the highest rates for hospital-acquired pressure sores among elderly patients, and the 10th worst rate of hospital-acquired Urinary Tract Infections among female patients.  AFSCME also pointed out that since 2008, the California Department of Public Health has made eleven findings of Immediate Jeopardy at two UC facilities: UC Irvine Medical Center and UCSF Medical Center.
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Focus of Hearing 


Collectively, the University of California’s (UC) medical centers represents one of the largest health care systems in the state, and is the only large-scale public health care system in California. They are also among the most expensive hospitals in the state, despite being a public institution with a stated commitment to being firmly rooted in their communities, serving uninsured, Medicare and Medi-Cal patients as a major referral center and public safety net.  As California moves towards full implementation of the Patient Protection and Affordable Care Act (ACA) in 2014, UC should have an integral role in ensuring that newly covered individuals will have access to quality, affordable health care services. 





Additionally, given the health disparities and chronic disease trends across California’s ethnic minority communities, this hearing will provide a forum to discuss these publicly-supported medical centers and their ability to effectively serve disadvantaged and diseased populations who previously had no health insurance coverage.  In light of recent criticisms related to quality of care, spending priorities, and the prices charged for health care services at the UC, 


this hearing will ask university officials, health plans, and advocates to discuss what strategies are being deployed to ensure UC medical centers are meeting patient and community needs now, and how well prepared they are to meet demand in 2014.





Background on the UC Health System


The UC has medical centers at five campuses: UC Davis, UC Irvine, UC Los Angeles (UCLA), UC San Diego, and UC San Francisco (UCSF).  According to UC, its medical centers receive 144,000 inpatient admissions, 290,000 emergency room visits, and 3.9 million outpatient visits each year. According to UC, its 10 hospitals within the 5 medical centers comprise the fourth largest health delivery system in California. UC specializes in complex care, stating that it provides half of all transplants and one-fourth of burn care in the state.  UC operates or staffs five Level 1 trauma centers – often providing the only trauma care in the region.  As teaching hospitals, UC trains nearly 50 percent of medical students and medical residents, in addition to








