Charity Care Payments to New York City Hospitals

Is there any relationship between providing care and the dollars distributed?

A look at this picture by the Commission on the Public’s Health System

The Commission on the Public’s Health System (CPHS) is a city-wide, community-
based membership health advocacy organization in New York City. The mission of
CPHS is to fight for equal access to quality health care services regardless of race,
ethnicity, language spoken, sexual preference, disability, or ability to pay. With this
mission, CPHS has been actively involved in research, organizing and advocacy efforts
to improve New York State’s charity care policies, particularly the need to change the
allocation methodology for the Charity Care Pools. CPHS advocates for allocation of
pool dollars based on actual provision of care and services for uninsured patients.

Hospital associations and their partners, oppose a change in charity care distribution
policy claiming that hospitals need a longer period of time to transition to these
changes. They claim that any change will create Winners and Losers. The real losers
are the uninsured patients not receiving free or below cost care and those hospitals that

are doing “the right thing.”

Current Situation — Charity Care Pools

It is very important to look at the distribution of funding to hospitals from the New York
State Charity Care pools. These pools have been existence since 1983 and funding
has been distributed to hospitals across the state since that time. The way of allocating
these funds has changed over the years, but the one consistent issue is that the money
did not follow the patient — funds are not distributed on the basis of actually providing
care and services to uninsured patients. In 2007, the State Health Department
convened a Task Force to review the charity care methodology and recommended that
100% of the pool funding be distributed to hospitals on the basis of providing care to
uninsured and underinsured patients. Unfortunately the legislature decided to phase in
the recommended changes, so for the last two years hospitals have been paid on a 90-
10 split. Ninety percent based on the old accounting method and ten percent based on
actually providing care for the uninsured. It is now time to review and update this
formula and initially the Governor recommended going to a 100% allocation, but then
withdrew this proposal after intense lobbying by the hospital industry. It is now up to
the legislature to make a change in the formula so that funding actually goes to
hospitals based on the care they provide.

The data in the attached charts was produced and provided by the State Health
Department. One word of caution — not all of the provided information is shown in the
attached charts: the state’s data set includes the number of uninsured days in hospital



exempt units, e.g., psychiatry and rehab; and also includes a category of ambulatory
surgery for uninsured procedures and all other outpatient uninsured visits (such as
Methadone Maintenance Treatment Programs, MMTP) — both of which are not included

on this chart.

Because the hospitals had to report completely on uninsured care so that the 10%
distribution could be calculated, we now have available information on what care
hospitals are providing. This was an important benefit of the change in the distribution
formula.

Care Requirements

Under federal law, all hospitals with an Emergency Room are required to provide
screening and treatment in the ER. The Emergency Medical Treatment and Active
Labor Act (EMTALA) requires this screening and treatment since 1986. Hospitals
respect this requirement and there have been few violations of this requirement. At the
state level the Patient Financial Assistance Law (also known as Manny’s Law) requires
that all hospitals that receive dollars from the Charity Care Pool, have a charity care
policy that is posted and made available for all uninsured patients that are financially
eligible. Health care services are to be provided in the Emergency Room, the clinics
and inpatient beds. This charity care provision is not always honored and it is not well-
monitored or enforced by the State Health Department. If funds from the Charity
Care Pool were distributed appropriately to hospitals that provide free or below
cost care to the uninsured, more care could be provided.

Hospitals and Charity Care — the Charts

Some hospitals provide a lot of care for the uninsured in all services — such as the
network of public hospitals operated by the New York City Health and Hospitals
Corporation (HHC). The public hospitals provide a large percentage of services for
uninsured patients, particularly outpatient services in the clinics or satellite outpatient
clinics. Yet the Charity care payment for major public hospitals has been capped for
many years, irregardless of the amount of uninsured care that is provided.

Some voluntary, not-for-profit hospitals, also provide a lot of care for the uninsured in
the Emergency Room and inpatient care, such as: Bronx Lebanon, Jamaica, Lutheran,
Montefiore, Presbyterian, St Lukes/Roosevelt, and Wyckoff. However, unlike the public
hospitals, many of the voluntaries do not provide extensive charity care services in their
outpatient hospital. When the number of uninsured visits in the ER surpasses the
number of visits in the clinic, this denotes a problem and perhaps barriers erected to
referral for follow-up services. This phenomenon can be found in the following
hospitals: Beth Israel, Brookdale, Brooklyn, Episcopal, Flushing, Interfaith, Jamaica,
Kingsbrook, Lenox Hill, Long Island College, Mt. Sinai Queens, NY Downtown, NY



Presbyterian, North General, New York Queens, New York Methodist, NYU Hospitals,
Peninsula, St. Barnabas, St. Lukes/Roosevelt, St. Vincent's Manhattan, and Wyckoff.
This is also a problem when uninsured patients are hospitalized and then not referred to
the hospitals clinics for follow-up care.

We hear patients being blamed for using emergency room services when they do not
need emergent care. Yet looking at this data, at least for the uninsured, barriers to
outpatient care does not leave many options for these patients — so they go to the
Emergency Room for non-urgent care. If charity care dollars were allocated based
on solely on the provision of care for the uninsured, there is an opportunity to
change the perverse incentive in not providing services for people without health
insurance coverage.

Researchers at the Committee of Interns and Residents/SEIU, a union of physicians,
analyzed hospital data and identified the hospital costs that are unreimbursed for
patients eligible for Financial Aid under Manny’s Law, and the percent of this care as
part of total patient revenue. Three hospitals have an abysmal record of providing less
than .1% of their revenues on charity care: NYU Hospitals (0.002%), Lenox Hill (0.04%),
and Peninsula (0.04%).

All of the HHC public hospitals provide more than 3% unreimbursed care as percent of
total revenues: Jacobi (3.5%), Lincoln (4.8%), North Central Bronx (3.8%), Kings
County (5.5%), Coney Island (5.6%), Woodhull (6.7%), Bellevue (5.6%), Harlem (5.7%),
Metropolitan (6.9%), Elmhurst (6.4%), and Queens (7.3%). Several voluntary hospitals
also provide more than 3% unreimbursed care as percent of total revenues: Brookdale
(4.4%), Lutheran (6.2%), Flushing (3.0%), and Jamaica (6.7%).

Charity Care Payments — underpayments and overpayments

The final data on the attached chart is taken from a draft report prepared by the State
Department of Health, and is subject to change. However, the concept of hospitals
being over — and underpaid for the charity care they actually provided, was too
important to be left off this chart. Because hospitals are not currently reimbursed for
charity care based on the volume of care they provide, the formula is such that hospitals
may be receiving too much payment, or in the alternative too little payment. The charity
care dollar listed on the attached chart, are the 2009 payment amounts based on care
provided in 2007. The under/over payment listed is costs unreimbursed for patients
eligible for Financial Aid Policy (charity care services) compared to 2007 Indigent Care
distributions.

The hospitals — both public and voluntary — that were underpaid based on this
information: Bellevue, Brookdale, Coler, Coney Island, EImhurst, Episcopal, Forest
Hills, Goldwater, Jacobi, Jamaica, Kings County, Long Island Jewish, Lutheran,



Metropolitan, Montefiore, Mt. Sinai Queens, New York Presbyterian, New York
Community Hospital Brooklyn, Queens, St. Barnabas, SUNY Downstate, Staten Island
University Hospital, St. Vincent’s Manhattan, and Woodhull.

Recommendations

Clearly, with this number of hospitals being underpaid in that one year, there is a
serious problem with the allocation formula and the way that Charity Care pool dollars
are distributed. In some instances, the underpayment could have an impact on the
financial status of some of the hospitals.

This year, the New York State legislature needs to review all of the data available about
access to charity care services and distribution of Charity Care Pools. This review
should be done absent the strong, loud, expensive lobbying effort by those who are
opposed to a change in this policy. The state is inappropriately using charity care
dollars to prop up some hospitals, while hurting others — and harming patients that
might otherwise have access to free or below cost care.

Preference is for the legislature to approve 100 percent of Charity Care funds allocated
to pay for health care services for the uninsured. Short of this important change, the
formula must move from its current 90/10 distribution, and at a minimum this year go to
a 50/50 distribution and phase in going to 100% over a period of two years.

Prepared by:

Commission on the Public’s Health System
45 Clinton Street

New York, New York 10002

212-246-0803

www.cphsnyc.org
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