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I. Introduction
On January 16, 2019, the Committee on Hospitals, chaired by Council Member Carlina Rivera, will hold a hearing on hospital charity care funding in New York City. The Committee will explore the way New York State distributes Medicaid Disproportionate Share Hospital (DSH) funding and Indigent Care Pool (ICP) funding. Medicaid DSH payments aim to provide support to safety-net hospitals by offsetting uncompensated care for patients with Medicaid and those without health insurance.
 A portion of such state funding, $1.13 billion of the total $3.6 billion, is distributed through the ICP, which was established by New York State law.
 Representatives from H+H, voluntary hospitals, and advocates have been invited to testify.
Our public hospitals, which serve a majority of the City’s uninsured individuals and individuals with Medicaid, should be compensated for their care. Funding aimed to assist safety-net hospitals should follow the patients that seek care who are uninsured or underinsured. Recently, the New York State Department of Health announced the creation of an Indigent Care Workgroup which is comprised of Department staff, advocates, hospital representatives, and other professionals,
 and the Committee aims to discuss any relevant next steps.  
II. DSH Funding & ICP Funding Overview 
Medicaid DSH payments provide support to hospitals by helping to offset uncompensated care costs for Medicaid and uninsured patients.
 Funding is meant for safety-net hospitals, which are hospitals that serve a high proportion of patients that are low-income, uninsured, and/or rely on Medicaid.
 As of 2018, New York State distributes about $3.6 billion in state and federal DSH funding.
 New York receives the most amount of federal DSH funds than any other state, totaling $1.8 billion, with the rest of the $3.6 billion supplied by state or local governments.

New York State DSH funding is distributed in stages.
 The first tranche, $605 million, is distributed to state hospitals.
 The second tranche, $1.13 billion is set aside for the ICP.
 Of this funding, $995 million is for voluntary and non-major public hospitals, while $139.4 million is set aside for major public hospitals, such as H+H.
 The third tranche, about $300 million, is provided to county hospitals.
 Finally, whatever DSH funding remains is provided to H+H.
 In 2016, H+H received about $800 million of these funds.
 
ICP Funding 

Nearly every hospital (88 percent) across New York State receives ICP payments.
 As of March 2017, ICP payments comprised approximately $700 million, or one-third, of Medicaid-related supplemental payments that New York City hospitals receive.
 Across the country, only about 50 percent of hospitals receive any sort of DSH funding.
 
ICP funding distributions and calculations have been discussed and examined for many years, and this work recently resulted in funding changes.
 In 2012, the ICP allocation methodology was reformed with the goal of better reimbursing hospitals based on the amount of care they provide to those who are uninsured.
 The current methodology determines hospital allocations by taking into account various factors, the basis of which is the number of services provided to patients who are uninsured multiplied by average Medicaid payment rates.
 The funding amount is then adjusted based on a series of factors, including the proportion of Medicaid patients the hospital serves and previous years’ allocation.
 Although ICP payment rates were reformed in 2012, the State has been phasing in the new rates very slowly.
 As a result of this delay, ICP payments continue to flow to hospitals without significant regard to the amount of individuals who are uninsured they are serving. In total, between 2013 and 2016, hospitals received excessive windfalls of over $558 million.

New York State Hospital Financial Assistance Law (HFAL)
In 2006, the State enacted a law requiring all hospitals to offer financial assistance to patients.
 Individuals earning less than the poverty level should be able to receive free care, and others earning up to 300 percent of the poverty level should be able to receive care on a sliding scale.
 HFAL provides additional protections and services, such as prohibiting hospitals from issuing bills or collection notices while an application for financial assistance is pending and requiring hospitals to notify patients that financial assistance can be available to them.
 In 2009, the State required hospitals to comply with HFAL if they are to receive ICP funding.
 However, oversight of such rules has come under scrutiny, and various reports have concluded that compliance is minimal, scattered, and ultimately does not impact a hospital’s ability to receive funding.

III. Funding Concerns
Despite the intent of DSH funding, more than one-third of DSH payments are made to hospitals across the country that do not meet the safety-net standard.
 Several reports examining this issue specifically in New York State have come to similar conclusions.
 As previously mentioned, the State has delayed implementation of an ICP funding methodology which would base payments on the amount of care a hospital provides to those who are uninsured or those with Medicaid, i.e. uncompensated care. Hence, recent studies have argued that voluntary hospitals in New York City are paid large sums despite providing relatively little uncompensated care.
 
Reports have focused on services for the uninsured and the corresponding level of assistance hospitals receive. Hospitals that provided the fewest uninsured services received more ICP funds per each uninsured service provided than hospitals that provided the most services to those who are uninsured.
 Public hospitals, despite providing 58 percent of the total uninsured care in the City, received only one-seventh of all ICP funding.
 Furthermore, private hospitals received 7 to 8 times more in ICP payments than public hospitals did, on average, for each uninsured service provided.
 On average less than one-fifth (18 percent) of public hospitals’ total self-reported losses from services to uninsured patients were compensated.
 Meanwhile, private hospitals on average received ICP payments that were 52 percent higher than their uninsured losses, and Academic Medical Centers received ICP payments that were 78 percent higher than their uninsured losses.
 
Public facilities receive funds far below their need although they play a leading role in addressing health disparities and serving our City’s marginalized populations.
 While the insurance rate has dramatically increased as a result of the Affordable Care Act (ACA) in New York State, New Yorkers who are black and Hispanic continue to have higher rates of uninsurance (6.8 and 11.8 percent respectively) than their white counterparts (4.5 percent), and, nationally, individuals of color rely on public health benefits at higher rates than white people.
 Meanwhile, H+H operates at a financial loss and, according to its Fiscal 2018 Executive Plan, if there are no corrective actions H+H anticipates a Fiscal 2018 operating loss of $1.1 billion and a Fiscal 2019 operating loss of $1.8 billion.

The State, hospitals, advocates, and others are facing pressure to address DSH and ICP funding methodologies because of long planned federal cuts to DSH payments. Due to an expectation that most people would gain health insurance as a result of the ACA, DSH funds were expected to be scaled down starting in Fiscal Year 2014.
 However, Congress has delayed the cuts, and they are set to begin in Fiscal Year 2020.
 Under the latest schedule of DSH cuts, New York would lose $724 million in federal funds in Fiscal Year 2020 and $1.4 billion annually thereafter, with losses potentially increasing if the State and localities also decrease their contributions.
 Unless funding methodologies change, public hospitals, including H+H, are at risk of shouldering the bulk of these losses.
 Reports conclude that the 2012 ICP funding changes will better compensate hospitals, although they are still not in effect, and also recommend other changes to better serve our communities.

Recently, the New York State Department of Health announced the creation of an Indigent Care Workgroup which is comprised of Department staff, advocates, hospital representatives, and other professionals.
 The Workgroup has discussed potential ways to better compensate safety-net hospitals.
 As of January 2019, the Workgroup has not released any reports or publications, yet they are planning to do so. The Council will continue to monitor the State’s activities.
IV. Conclusion
During the hearing, the Council will discuss DSH and ICP funding and examine the methodologies by which funding is distributed. It is critical for the Council to examine how our hospitals are compensated for the care they provide. 
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