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Dear Friends and Neighbors:

THE SAFETY NET

I am pleased to share with you one of the
accomplishments of the 25th Legislature. Despite
the formidable challenges posed by the current
economy, the work of the Legislature and the peo-

ple of Hawaii during this past session resulted in
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cluding measures protecting our health care. safety net includes comminity health centers,

public hospitals, hospital emergency depart-
ment s, free c¢clinics,
fices that are willing to provide care to persons
who are underserved or uninsured.

O: My friend just lost his job, and with it, his
family’s health insurance. Where can his
family go for health care:

In this issue, are questions and answers
commonly asked regarding our health care system
affecting many of us in these tough economic
times. I hope that this issue on Maintaining the

: Wh h h
Health Care Safety Net would answer some of 0 ;:;”e:;e does the money for the safety net come
your questions. )

A: Funding comes the Medicaid Program, a form of
health insurance that covers persons with low in-
comes, including the aged, blind, and disables. The

Please keep in touch with me about your
concerns. Feel free to send me an e-mail at repma-

gaoay(@capitol.hawaii.gov, fax me at 586-6381 or services and facilities of the safety net are also
call me at 586-6380. Your participation in the de- funded by grants from the federal government to the
mocratic process is essential, if we are to continue community health centers, and philanthropic contri-
to produce good laws and make our government butions.

work for the people. I look forward to working
with you in the future, and thank you for the privi- Q: Doesn't the State also help maintain the safety
lege of serving you in the House of Representa- net?
tives.
A: It does, through the Medicaid program in partner-
Sincerely, ship with the federal government. The State Appro-
priates funds, and the federal government provides
matching funds. In fiscal year 2008, the federal
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W@‘W gover nment provided about
Medicaid costs. The state also funds various other

) health coverages and services and provides limited
Michael Y. Magaoay funding for the operating costs of the community
Vice Speaker health centers. Hawai

Hawaii Health Systems Corporation (HHSC), also
receives a subsidy from the State.
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T
Keeging Safeg Net Providers Healthx

Q: How have safety net providers been affected by the
downturn in the economy?

A: Providers have found it more and more difficult to
meet the increasing demand for health care. For
example, from 2004 to 2008, the number of unin-
sured served by all the community health centers
increased by 23%. In 2008, the Kalihi-Palama _
Health Center on Oahu saw a 21% increase in unin-
sured persons served, many of whom had recently
lost their jobs or seen big cuts in their work hours.

Representative Magaoay at an informational briefing to dis-
cuss the State’s new health plan impacting 7,500 Pacific

Q: Do health care providers lose money when they
serve safety net clients?

Islanders.

A: Yes, for a number of reasons. Medicaid does not In addition, to help more fully reimburse private
cover all of the actual cost of care for many provid- hospitals for treating Medicaid patients, the Legis-
ers. The Healthcare AS.SOS:IatIOI’I Of' Hawaii esti- lature was able to secure a federal disproportionate
mates that in 2008, Medicaid only reimbursed Ha- share hospital allowance.

waii hospitals about 71% of the cost of care. In
addition, providers lose money when uninsured
patients not covered by Medicaid are unable to pay m
for care.

Q: What is the disproportionate share hospital (DSH)
Insufficient reimbursements, increasing numbers allowance?

of uninsured and Medicaid patients, rising health
care costs and other factors have resulted in in- A: It is a reimbursement over and above the basic

creasing financial losses for safety net providers. Medic.aid. reimbursement .f0r SerViC?& The allow-
For example, Hawaii how®pip mgpdedsto privaiechesniigh ethat have e d
Medicaid and self-pay cost in 2007 was $48.1 higher than average unreimbursed costs because
million. Their total for bad debt and charity care they provide inpatient care to a relatively large

in 2008 was $141 million. share of Medicaid and charity patients. Unlike most

states, Hawaii is not eligible for these DSH pay-

ments because of the agreement with the federal
government t hat established
managed care Medicaid demonstration project.

Q: This year, the economy forced the Legislature to
cut 3800 million from the budget for two years.
Was there money to maintain the safety net?

p s : How did the Legislature secure the DSH payments
A: The legislature made maintaining the safety net a 0 8 pay
& 5 Y Jfor the private hospitals, if Hawaii is not eligible

priority. With the help of federal stimulus funds “for them?
from the American Recovery and Reinvestment or them:
Act, the Legislature was gble to.make en.ds meet, Ao Thy ooy gh the
as well as cover the anticipated increase in Medi-
caid enrollment resulting from the economic

efforts of Hawai.i
gation, Congress approved one-time DSH payments
for Hawaii for the past two fiscal years, and the

downturn. coming fiscal year. In all these instances, the State
was required to appropriate matching funds to qual-
Q: How much was appropriated to cover anticipated ify for the payments.

increases in Medicaid enrollment?

A: With the help of federal stimulus funds, the Legisla- Q: Did the Legislature set aside the matching funds

ture increased Medicaid funding by $100 million for we needed for this year’s DSH payment to the hos-
the current and the next two fiscal years. (ACT pitals?

162, SLH 2009)



A: Yes. Nearly $12.3 million was appropriated to
qualify Hawaii for an additional $15 million in
DSH payments, or a total of over $27 million
that will help keep our private hospitals finan-
cially stable (SB423, Act 23, SSLH 209)

Q: Are the public hospitals also in need of assis-
tance?

A: The public hospitals of the HHSC have been A:

struggling with some of the same cost issues as
the private hospitals. Medicaid reimburse-
ments only cover about 50% of public hospi-

tal s’ cost s of car e
about 10% of the cost of care from the unin-
sured.

Q: Was the Legislature able to find support for
the HHSC public hospital system?

A: Yes. A $14.3 million general fund subsidy for
fiscal year 2010 is being provided, which is to
be spent to the extent possible for Medicaid
eligible services. An additional $30 million
will also to support the Medicaid costs of the
system over the next two fiscal years through a

mix of general funds and matching federal
funds.

T Community Health Centers

Q: How about the community health centers
(CHCs)? How important are they to the safety
net?

A: CHCs are our front line safety net providers.
Their mission is to provide health and social ser-
vices to the poor and other underserved persons.

“CHC™” is a federal c |
the titl e, a CHC must
heal t h center’” whi ch

mary care services to underserved populations, or
is located in a medically underserved area. Under-
served areas are those that have a few primary care
physicians, a high infant mortality rate, relatively
more residents with below-poverty-level incomes,
or relatively more elderly residents, or a combina-
tion of these.

Medi caid covers
In addition, CHCs
eral grant funds which are intended to pay for
health care for the uninsured. As a condition of
receiving that funding, CHCs provide services
to everyone in their service area, regardless of
the ability to pay.

Q: Are the CHCs having the same financial
problems as the hospitals?

As federally qualified health centers that
serve as health access points for the unin-
sured and underserved, CHCs receive prefer-
ential Medicaid reimbursement. Unlike the

many
receive

of

, Meditfld raRd1paif to BoSphtals, 8whithSare O N | Y

negotiated by the State, these preferential
rates are intended to be about equal to the
actual cost of care.

The CHCs also provide services to uninsured
persons who do not qualify for Medicaid. Un-
fortunately, the rate of federal section 330
grant funding for the uninsured has not kept
pace with the growth in health costs. The re-
sult, especially during this tough economy, is
that the resources of the community health
centers are being strained as the number of
uninsured patients they serve, rises.

ca overage 1or tne vninsure

Q: What does the gap group of Hawaii residents,
who don’t have any kind of insurance cover-
age look like?

A: In 2007 and 2008, 294,000 non-elderly resi-

dents of Hawaii, or more than one out of
evern four Deon le in Hawaii, w: t without
%leaéh insyragnce fé)r alf](fr Baat

ry%av : TdV8 irds ogt]&? e, I[
ple were without coverage for six mont S or
longer. Most, or 83.3% of the uninsured,
were members of working families, and
168,000 persons were from families with in-
comes at or above 200% of the federal pov-
erty level.
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Q: Won’t the numbers of people who are unin- Q: Without the program, who will care for our

sured and don’t qualify for Medicaid, only
get larger in this difficult economy? What
approach did the State take to this problem?

There are distinct differences between the
Legislature and the State Administration in
their approach to this problem. These differ-
ences become clear when you examine the
programs for this gap group of uninsured,
that were cut by the State Administration in

A:

uninsured keiki?

That is the problem. Hopefully the Governor
will reconsider and release the funds for Keiki
Care. In funding the program, the Legislature
believed that its enrollment problems could be
improved through the efforts of the Department
of Human Services and HMSA, and through
the use of the CHCs as providers.

its proposed budget, and then restored by the Fur t. her, . b y leveraging pri
Legislature. One example is the Hawau modest investment in Keiki Care would pro-
gls , P vide 1 egull)a eventlve health care for gap
Children’s Heal t h gro&p chil d?e Hhif meomgeﬁsated ethdr- ki
Care. gency room care for this group, and result in
m long-term savings for the community.
Keiki Care was established in 2007 by the Leg- w
islature, Keiki Care is a partnership between
the State and the Hawaii Medical Service As- . . . ..
sociation to provide health insurance to chil- The Paﬁpershlps n Communlt'y' L1V1pg
dren whose families are not eligible for Medi- Program is a last rqsort for famllles with
caid, but cannot afford insurance. Both part- developmentally dlsable.d chlldreq 'or
ners share funding responsibility for the pro- adults, who may not qualify for Medicaid.
gram, with HMSA providing a one to one The Governor cut the program from the
match of the State’'s &gt bytghe Legisglajurg fpund $700,000
for each year of fiscal biennium 2009-2011
This year the Legislature overrode the Gover- to restore it. The program helps families
nor’'s veto to appr opr withitmedicg 2ang glentgl oexpendesp shorte ac h o f
the next two fiscal years for Keiki Care and term housing, transitioning from institu-
require the CHCs to be the program service tional to independent living, employment-
providers (HB989, Act 8, SSLH 2009). How- related supplies and other services.
ever, on July 16, 2009, the Governor an-
nounced that the funds for Keiki Care would
not be released.
ntative
Q: Why is the Governor withholding funds for
Keiki Care?
A: She stated that it was an inefficient use of St:;sn%?flﬁ?lﬁl:‘;%?l‘;sz
state funds because many of the families enroll-
ing in the program could afford insurance, but 586-6380 (officey 586-6381 (Fax)
had dropped their coverage to join Keiki Care. repmagaoay(@capitol.hawaii.gov
This apparently occurred because of problems in ) )
i mpl ementing the program’ SLegﬁlLtlteg’ngtE:I ity require

ments, which are designed to exclude persons
who can afford coverage.
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