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HB 6350, AN ACT CONCERNING THE BUDGET FOR THE BIENNIUM ENDING JUNE 30, 2015,
AND OTHER PROVISIONS RELATING TO REVENUE

Good afternoon. My name is Stephen Frayne, and | am the Senior Vice President, Health Policy for the Connecticut
Hospital Assoctation (CHA). | am here today to testify in opposition to HB 6350, AN ACT CONCERNING THE
BUDGET FOR THE BIENNIUM ENDING JUNE 30, 2015, AND OTHER PROVISIONS RELATING TO REVENUE.

Before outlining our concerns, it's important to detail the critical role hospitals play in the health and quality of life of
our communities. Connecticut’s hospitals are more than facts and figures, and dollars and cents. Hospitals, at their
core, are all about people. All of our lives have, in some way, been touched by a hospital: through the birth of a child,
a life saved by prompt action in-an emergency room, or the compassionate end-of-life care for someone we love. Or
perhaps our son, daughter, husband, wife, or friend works for, or is a volunteer at, a Connecticut hospital.

Hospitals provide care to all people regardless of their ability to pay. Connecticut hospitals are the ultimate safety
net providers, and their doors are always open,

Every day, healthcare professionals in hospitals see the consequences and health implications for individuals and
families who lack access to care and coverage. Emergency departments are filled with individuals who cannot find a
physician to care for them because they are uninsured or underinsured — or they are Medicaid beneficiaries and few
physicians will accept the low rates paid by Medicaid. Throughout Connecticut, cur emergency rooms are treating
both those who have delayed seeking treatment because of inadequate or no coverage, and those who have no
other place to receive care.

Thus, as frontline caregivers, Connecticut hospitals are absolutely committed to initiatives that improve access to
safe, high-quality care and expand access to coverage. Connecticut hospitals stand ready to partner on Medicaid
system reform and innovation to create effective solutions that offer a win for everyone: better access for patients,
lower costs for the state, and better payment for providers. The ultimate goal is to establish a healthcare system
through which coverage is affordable and sustainable, and access to care is guaranteed.

I'm sure by now many of you are uncertain what to believe regarding the impact HB 6350. On the one side, you have
the administration suggesting that in 2014 there will be very few uninsured left, so hospitals will no longer need the
subsidies the state is providing to help defray some of the costs hospitals incur caring for the uninsured. On the
other side, you have hospitals saying no way, these changes will devastate us.
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What | would like to do in the time allotted is to provide you with some background o help you sort through the
back and forth. First, let’s examine that “subsidy.” If you locok at Chart 1, you will see the “subsidy” hospitals
received in 2012 and 2013, and what this budget would provide to hospitals in 2014 and 2015,

In 2012, hospitals received a “subsidy” of $50.3 million to defray about 8 percent of their $479 million and $123
million fosses incurred for the care they provided in 2011 to those on Medicaid and the uninsured. The “subsidy”
came about through the hospital provider tax, which was implemented on July 1, 2011. Hospitals paid about $350
million in taxes and received back about $400 million in payments, hence the $50 million “subsidy.” The hospital
provider tax also provided the state a subsidy of about $150 million in that year — those funds were used to help
balance the state budget. In short, for every new federal dollar, a quarter went to help hospitals and three quarters
went to reduce the state deficit.

In December of 2012, the contours of the hospital tax—and who benefits—changed dramatically, and for the worse
for hospitals. Again as Chart 1 shows, in 2013 hospitals will pay about $350 million in taxes and receive back about
$323 million — yes, in a reverse Robin Hood, the hospital “subsidy” is zeroed out, and hospitals now pay the state
more than is returned. The state benefit, however, grows from about $150 million to $188 million. 1n short,
hospitals get less than nothing, and the state gets all the federal dollars plus some of the hospital dollars.

Regardless how unfair 2013 appears, it pales in comparison to what is proposed in the biennium budget. Again Chart
1 shows that in 2014, hospitals will pay about $350 million in taxes and receive back about $215 million — costing
hospitals $134 million. Despite the damage this real tax will have on hospitals, the state budget benefit grows from
about $188 million to $242 million. In 2015, the misery for hospitals doubles to $269 million when they pay about
$350 million in taxes and receive back about $80.6 million. The benefit to the state budget grows from 5242 million
to $309 million. '

In short, what started eighteen months ago as a scheme to help balance the state budget with $150 million in new
federal revenue has been converted to an unadulterated tax on hospitals. The new arrangement moves from
reliance on $150 million — that’s 100 percent of federal revenue provided to the state for healthcare but used to help
balance the state budget — to $309 million to balance the state budget, 87 percent of which cames from just taxing
hospitals.

Some of you might be thinking, “This just doesn’t seem right — 1 thought the whole point of the hospital provider tax
was to bring to Connecticut unused DSH dollars. If what you are saying is true, then aren’t we leaving behind unused
DSH dollars available to Connecticut?” Section 24 of the bill provides the answer to that question, and requires you
to add another healthcare acronym to you lexicon — IGT — IGT stands for Intergovernmental Transfer. An
Intergovernmental Transfer is a transfer of public funds between governmental entities. The transfer can be from
one level of government to ancther, (e.g., counties to states or within the same level of government, or from a state
university hospital to the state Medicaid agency). Section 24 lays the foundation for Connecticut to adopt this
technique by running the University of Connecticut Health Center through the DSH and/or Medicaid account.

It’s one thing not to help hospitals; it’s something completely different when you harm hospitals. Taking patient care
revenue to balance the state budget is just plain wrong. You can help by voting no on this proposal; and, either
restore the funding to hospitals to $400 million as was originally designed, or reduce the taxes on hospitals to $50

million below what is returned.

Thank you for your 'consideration_of our position.
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