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HCAI Mission

HCAI expands equitable
access to quality,
affordable health care
for all Californians
through resilient
facilities, actionable
information, and the
health workforce each
community needs.




HCAI Program Areas

Facilities: Monitor the construction, renovation, and seismic safety of
California’s hospitals and skilled nursing facilities.

Financing: Provide loan insurance for nonprofit healthcare facilities to
develop or expand services.

Workforce: Promote a culturally competent and linguistically diverse
health workforce.

Data: Collect, manage, analyze and report information about California’s
healthcare landscape.

Affordability: Improve health care affordability through data analysis,
spending targets, and measures to advance value. Enforce hospital billing
protections, and provide generic drugs at a low, transparent price.




Context for OHCA:
National and State
Health Care Spending Trends




Per Capita Health Care Spending as a Percent
of Median Income: CA & US 1991-2020
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U.S. Census Bureau, Current Population Survey; estimated per capita health spending from Centers for Medicare and

Medicaid Services, Health Expenditures by State of Residence


https://www.healthsystemtracker.org/chart-collection/u-s-spending-healthcare-changed-time/#Total%20national%20health%20expenditures%20as%20a%20percent%20of%20Gross%20Domestic%20Product,%201970-2020

Per Capita Health Spending in California
1991-2020
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« California health care spending reached $10,299 per capita in 2020.
* Average annual growth between 1991 and 2020 was 4.8%.

Health Expenditures by State of Residence, 1991 2020, Centers for Medicare & Medicaid Services.



Over the Past Two Decades Family Deductibles
Quadrupled in California
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Note: 2007 data were not collected for the Insurance Component of the MEPS

Source: Medical Expenditure Panel Survey (MEPS) Insurance Component (IC)



Postponing or Skipping Care

Figure 15. Half of Californians Say They or a Family Member Skipped Health Care in the Past
Year Due to Cost; Many Say This Made Their Health Condition Worse
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Q: ASKED OF THE 52% WHO POSTPONED OR SKIPPED
CARE DUE TO COST: DID ANY OF THE STEPS YOU TOOK
BECAUSE OF COST MAKE YOUR CONDITION WORSE?

Postponed or Did not

skipped care, skip care, — Made condition worse
52% 48%

50%

Did not make condition worse 49%

Source: Lucy Rabinowitz Bailey, Rebecca Catterson, Emily Alvarez, and Sangeetha Noble, NORC at

the University of Chicago, The 2023 California Health Policy Survey, CHCF, February 2023


https://www.chcf.org/wp-content/uploads/2023/02/2023CHCFCAHealthPolicySurvey.pdf

The Office of Health Care
Affordability (OHCA)




OHCA Key

COm POnents Slow Spending
Growth

: Assess
Promote High Market

Value Consolidation




Slow Health Care Spending Growth

Collect, analyze, and report data on total health
care expenditures (THCE)

Develop spending growth target methodology and
spending targets, initially statewide and eventually
sector-specific (e.g., geography, types of entities)

Progressive enforcement of targets: technical
assistance, public testimony, performance
improvement plans, and escalating financial
penalties




Promote High Value System Performance

Track quality, equity, and access
Set benchmarks and report on primary care and
behavioral health investment

Set goals for the adoption of alternative payment
models and develop standards to be used in
contracting

Promote workforce stability through standards




Assess Market Consolidation

Assess prospective changes in ownership,
operations, or governance for health care entities

Conduct cost and market impact reviews (CMIRs)
on transactions likely to significantly impact
competition, the state’s ability to meet cost targets,
or affordability for consumers and purchasers

Work with other regulators to address market
consolidation as appropriate




Health Care
Affordability Board,
Advisory Committee, and
Stakeholder Engagement




Board and Advisory Committee

Responsibilities

Health Care Affordability Board

» Set spending targets, both statewide and sector-
specific

» Approve key benchmarks, such as statewide goals for
alternative payment model adoption

» Appoint a Health Care Affordability Advisory
Committee to provide input on a range of topics

Advisory Committee

Provide recommendations and input to the Board on:

Statewide health care spending target and specific
targets by health care sector and geographic region
Methodology for setting spending targets and
adjustment factors to modify targets when appropriate
Definitions of health care sectors

Benchmarks for primary care and behavioral health
spending

Statewide goals for the adoption of alternative payment
models and standards

Quality and equity metrics

Standards to advance the stability of the health care
workforce

Other areas requested by the Board or Office




Board Members

David Carlisle President and CEO of Charles R. Drew University of Medicine and Science
Mark Ghaly Secretary of the California Health and Human Services Agency
Sandra Hernandez President and CEO of the California Health Care Foundation

Richard Kronick Professor in the Herbert Wertheim School of Public Health, University of
California, San Diego

lan Lewis Political and Research director of the National Union of Health Care Workers
Elizabeth Mitchell President and CEO of the Purchaser Business Group on Health

Don Moulds Chief Health Director of the California Public Employee Retirement System
(non-voting member)

Richard Pan Pediatrician and former state Senator




Advisory Committee Members
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Slowing Spending Growth:
Health Care Spending Target




Spending Target - Defined
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A health care spending target establishes a maximum
iImit on an acceptable rate of spending growth for
nealth care entities. The goal is to slow the growth of
nealth care spending and make health care more
affordable.

The Health Care Affordability Board, with input from
the Advisory Committee, will establish California's
2025 statewide health care spending target.”

*Spending performance will not be subject to enforcement until measurement year 2026.




Total Health Care Expenditures (THCE)

Total Medical
Expense (TME)

)

All payments on
providers’
claims for

reimbursement

of the cost of
health care
provided

Non-claims-
based
payments to
providers

Member cost-
sharing
obligations,
including but not
limited to co-
payments,
deductibles and
co-insurance

Health Insurer
Administrative
Costs &
Profits

The costs to
state residents
associated
with the
administration
of health
coverage

THCE

Calculation of
change in THCE
Is used to
assess growth
against a
spending target

Note: Pharmacy rebates are included in THCE and can be included under non-claims-based payments or health insurer administrative ) .CA
costs and profits. il

Access and ation



Health Care Entities Subject to the
Spending Target

» Health plans, health * Physician » A system that
insurers, Medi-Cal organizations includes a physician
managed care plans « Health facility, organization, health

« Publicly funded including acute care facility or health
health care hospital system, and a
programs - Outpatient hospital nonprofit health care

« Third party department fneer\e”tzesgfg f?Cnd
administrators « Clinic, general or - o

 Other entities that special?y anioliiongl emeie
pay or arrange for « Ambulatory surgery
the purchase of centers
health care services + Clinical laboratory

 Imaging facility




Levels of Reporting THCE

1.State

2. Region

25
Regions

3. Market

Medi-Cal
(Fee-for-
Service and
Managed
Care)

Medicare
(Fee-for-
Service and
Managed

Care)

Commercial
(Self- and
Fully-Insured)

4. Payer

Medi-Cal
Managed
Care Plans

Medicare
Advantage
Carriers

Commercial
Carriers
(including by
product type)

5. Provider
Entities

Provider
Entity B

Provider
Entity C

6. Service
Category

Hospital

Inpatient

Hospital
Outpatient

Professional

Long-term
care

Retail
Pharmacy




Methodology for Developing California's
Spending Target
» Consider statutory requirements, including the Board and
OHCA responsibilities.
» Review the methodologies of other states.

» Introduce economic and population indicators and consider
tying the target value to one or more of them.

» Review other factors identified in the statute for possible
spending target adjustments.




Possible Economic and Population-Based
Indicators

‘ California Gross State Product
‘ California’s Potential Gross State Product
\
‘ Median Family Income of Californians

‘ Average Wage of Californians

[
‘ Inflation, as Measured by the Consumer Price Index (CPI-U)

‘ Median Age

* Each of these indicators would be calculated using annual growth rates.



Spending Target Timeline

2025

2026

2027 2028

2023 plopl

Set Spending
Target

|
Submit

2022 and 2023 Spend Data

2023 and 2024 Spend

Q.

Baseline
Report

Submit 2023-24
Data Report

2024 and 2025 Spend

Q.

N\

Submit Annual
Data Report

2025 and 2026 Spend

e @

Enforcement

Submit Annual
Data Report
|
Submit

2026 and 2027 Spend
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High Value System
Performance




Focus areas for promoting high value system
performance

» Define, measure, and report on alternative payment model adoption
APM Adoption » Set standards for APMs to be used during contracting
« Establish a benchmark for APM adoption

* Define, measure, and report on primary care spending
« Establish a benchmark for primary care spending

Primary Care Investment

 Define, measure, and report on behavioral health spending

Behavioral Health Investment « Establish a benchmark for behavioral health spending

Quality and Equity - Develop, adopt, and report performance on a single set of quality and health
Measurement equity measures

 Develop and adopt standards to advance the stability of the health care

Workforce Stability workforce
* Monitor and report on workforce stability measures




Preliminary Timeline for APM, Primary Care,
and Behavioral Health Workstreams

Q Spring 2024 Q Year-end 2024 Q Fall 2025 Q Summer 2026 Q Summer 2027
. Define Primary Care . PC and APM . Collect PC data . Report PC data . Report BH data
' Define APM . regulations to ' Collect APM data ' Report APM data |
| | support data , , .
: ' collection | | |
—:o ® :c ® :c ® :c ® :c [

. Set APM contracting |
' standards* l
i Set PC benchmark* i
. Set APM goal* |

Define BH
Set BH benchmark*

BH regulations to
support data collection

Collect BH data

O Summer 2024 O Spring 2025 O Year-end 2025 O Fall 2026

All included in the first annual report, due June 2027

*Board approval required




Cost and Market Impact
Review Program
(CMIR)




OHCA Enabling Statute: Office Responsibilities

Review and evaluate consolidation, market power, and other
market failures through cost and market impact reviews of
mergers, acquisitions, or corporate affiliations involving:

 health care service plans,
 health insurers,

 hospitals or hospital systems,
 physician organizations,

* pharmacy benefit managers, and
 other health care entities

Health and Safety Code 127501(c)(12) and 127507(a) and Health and Safety Code 127500.5(i) and (0)(3)



OHCA'’s Oversight Role in Assessing Health
Care Consolidation

Support the Attorney General, the Department of Managed Health Care, and
the Department of Insurance and examine impact, both negative and positive,
on cost for consumers, access, and quality.

Seek input from the parties and the public and report on the anticipated

Impacts to the health care market.
Collect and report information to the public.

Refer transactions that may reduce market competition or increase costs to
the Attorney General for further review.




Current Gaps in California’s Market Oversight

Agreements or transactions involving:
 For-profit hospitals and health facilities
* Physician organizations

» Health plan or health insurer purchase or affiliation with
another health care entity, such as a physician group

» Health plans or health insurers and management service
organizations (MSQOs)

* Private Equity
 Exclusive contracting




OHCA Review of Material Change Notices

Material Change Notice (MCN) is submitted —
90 days before the closing for the transaction

OHCA's preliminary review — within 45 days if no
CMIR and 60 days if CMIR warranted

Possible Cost and Market Impact Review (CMIR)
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Who Must File
Notices
W|th OHCA:

Payers
 Providers

* Fully Integrated
Delivery Systems

 Pharmacy Benefit
Managers

 Parents, affiliates,
subsidiaries acting
as an agent of a

payer.
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