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Good morning Chairwoman Young, Chairwoman Weinstein, Health Committee
Chairs Hannon and Gottfried, and Committee members. | am Bea Grause,
President of the Healthcare Association of New York State, representing
hospitals, health systems, and continuing care providers across the state.
Thank you for the time to discuss the Governor’s proposed Executive Budget.

As always, thank you for your leadership on critical healthcare issues. We
appreciate the Legislature’s commitment to protecting healthcare and
advancing policies that enable our members’ efforts to improve care while
reducing health spending growth over time. With threats of further funding
reductions from the federal government, our partnership with you is more
important than ever.

The Governor has spoken forcefully against the “repeal and replace” effort
and other threats to our healthcare system emanating from Washington. |
want to thank Governor Cuomo for submitting an Executive Budget that takes
important steps to protect vulnerable New Yorkers and healthcare providers.
The Administration clearly recognizes that federal efforts to undermine
coverage and reduce support for healthcare providers put New York State in
extreme peril.

Despite recent federal passage of Children’s Health Insurance Program
funding for the next six years, New York faces major federal funding threats.
We face uncertainty on critical federal funding programs that play a crucial
role in providing access to needed services. These include the Medicaid
Disproportionate Share Hospital (DSH) program, important rural health
programs like the Medicare Dependent Hospital program and Low Volume
Hospital payment adjustments, and the 340B prescription drug program.
Additional major federal changes to Medicaid, such as per-capita caps and
block-granting, could severely harm New York’s healthcare system.

Amid this uncertainty, our members continue to focus on improving
healthcare quality and patient safety, increasing access to services in
communities across the state, educating the next generation of medical and
health professionals, and transforming operations to emphasize patient-
centric healthcare.

Beyond delivering healthcare, hospitals and health systems generate more
than $150 billion in annual economic activity, accounting for more than 10%
of the state’s Gross Domestic Product, and are among the largest employers
in every community. Our non-profit and public hospitals and health systems
are open 24/7/365 and stand prepared to respond to the unexpected,
whether it be a natural disaster or disease outbreak.

Defending this extraordinary role is the lens through which we look at this
budget proposal and through which | urge your consideration of our
recommendations.
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We fully recognize the gravity of the projected state deficit, estimated in the
billions, and we support the efforts made to ensure the state does everything
it can to meet the healthcare needs of New Yorkers. However, as with every
state budget, there are proposals we wholeheartedly support, and areas of
significant concern.

Our priorities are: first, to protect healthcare, and second, to strengthen the
healthcare system.

First, protect healthcare

Despite rising expenses, such as pharmaceutical, payroll, and pension costs,
hospitals and health systems are struggling under the cumulative impact of
past cuts and future uncertainties. We should all be alarmed by the very real
federal threats we face. The fiscal condition of many of New York’s hospitals
and nursing homes is among the worst in the nation. | urge you to reject
further cuts and damaging new mandates. Specifically:

Medicaid Reductions: HANYS is very concerned about the dozens of
Medicaid reductions included in the budget proposal—several of which are
directed toward hospitals, health systems, nursing homes, and managed
long-term care (MLTC) plans. These proposed reductions would further
diminish already inadequate provider payment levels and lead to a transfer of
Medicaid monies to the general fund. Cuts are not policy. These budget
actions do not help improve access to care or enhance our ability to initiate
and maintain improvement efforts in New York State.

In fact, some of the provisions conflict with investments made in other areas
of the budget and the state’s Medicaid Redesign Team, Delivery System
Reform Incentive Payment (DSRIP), and State Health Innovation Plan
strategies. For example, this budget proposal:

e reduces hospital quality pool payments just as the program
transitions to base funding on quality performance, resulting in a near
60% cut in this quality incentive program since its inception just four
years ago; and

e cuts funding for hospitals, Patient-Centered Medical Homes, and
managed care plans that have not yet advanced value-based
payment (VBP) goals—setting the precedent of simply leveraging VBP
as a means to reduce Medicaid funding levels.
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HANYS also opposes these other Medicaid funding reduction proposals:

e Potentially Preventable ER Visits (PPVs): PPVs would be evaluated
and result in a $15.7 million cut in Medicaid funding. This misguided
policy would hold hospitals responsible for patient and community
issues beyond their control and fails to consider the obligation a
hospital has to medically screen/stabilize patients coming to the
emergency room, even if not an emergency.

e Hospital payment rates: Hospitals would be subject to a cut to the
capital component of the Medicaid payment rates. Also, outpatient
payments would be reduced for services inclusive of the use of saline
bags.

¢ Nursing home payment cuts: Medicaid payment levels would be cut
to nursing homes based on quality of care and a new measurement
of patient acuity. The capital component of the payment rates would
also be reduced.

e MLTCs: Program funding and commitments for Managed Long-Term
Care providers would be ratcheted back in a way that favors fee-for-
service over MLTC for the most acute and expensive long-term care
patients.

HANYS will continue to review the impact of these misaligned proposals and
will work with the Administration and Legislature to advance sound policies.

Second, strengthen the healthcare system

HANYS and our members appreciate your commitment to maintain
healthcare for all who need it in New York. Please support proposed and
existing initiatives that further transformation and stabilization, including:

Capital: The Executive Budget would establish a new $425 million Statewide
Health Care Facility Transformation program (Statewide lll) that supports
capital projects, debt retirement, working capital, and other non-capital
projects for hospitals and other healthcare providers. The proposal contains
allocations for community-based providers and nursing homes, and includes
new additional objectives.

HANYS strongly supports this statewide proposal for both bondable and non-
bondable projects and appreciates the past support of the Governor and
Legislature in recognizing the importance of capital in healthcare
transformation. Despite the state’s recent and proposed investments,
tremendous unmet need remains.
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Distressed and Other Supportive Funding Programs: HANYS strongly
supports the budget provisions that would maintain funding for distressed
hospitals under the Value Based Payment Quality Improvement Program (VBP
QIP) and Vital Access Provider Assurance Program (VAP-AP) initiatives. Vital
Access Provider (VAP) funding is also retained for rural and Critical Access
Hospitals (CAHs), as well as funds dedicated to Sole Community Hospitals
(SCHs).

Additionally, the proposed budget would combine $40 million in funding
originally targeted to “enhanced safety net providers” and CAHs into one
appropriation for safety net hospitals, CAHs, and SCHs. We urge you to
consider growing this pool because of the vital role our urban and rural safety
net hospitals play in their communities. To meet the continuing needs of
struggling facilities across the state, we also recommend holding harmless
those providers that qualified for previous funding, as well as establishing an
inclusive definition of safety net hospital. We look forward to working with the
Administration and Legislature to ensure the financial viability of our safety
net providers.

Healthcare Shortfall Fund: The Governor proposed the creation of a $1
billion Healthcare Shortfall Fund to be financed from a portion of anticipated
funds from any insurer conversion to a for-profit entity. The purpose of the
fund, as stated by the Governor, is “to ensure the continued availability and
expansion of funding for quality health services . . . and mitigate risks
associated with the loss of Federal health care funds.” HANYS strongly
supports this fund, as it recognizes the inadequacy of Medicaid payment
levels and would serve as a critical safety valve to help maintain and stabilize
the healthcare system in the face of uncertainty.

Regulatory Modernization and Workforce Flexibility: HANYS strongly
supports the important initiatives in the proposed budget that would expand
Medicaid coverage of telehealth services, create a community paramedicine
program, and codify the practice of nurse anesthesia. HANYS has worked
closely with the Administration’s regulatory modernization initiative in support
of these and other items. In the area of telehealth, more needs to be done to
streamline and align telehealth between the Department of Health, Office of
Mental Health, Office of Alcoholism and Substance Abuse Services, and
Office for People With Developmental Disabilities, and to address payment
disincentives among both public and private payers that adversely affect the
development of telehealth.

Health Republic: Two years ago, the Legislature passed a final budget that
established a fund to address the unpaid claims hospitals and physicians
incurred from the Health Republic Insurance of New York shutdown. While we
are pleased this fund was created, past promises must be kept. We urge the
Legislature to ensure that the fund includes the monies necessary to pay
unpaid provider claims.
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HANYS’ Commitment to Healthcare

With the continued uncertainty and persisting threats to our healthcare
system from Washington, we appreciate the support of the Legislature and
Governor and look forward to continuing the progress we have made
together.

HANYS is committed to working with other healthcare stakeholders to
improve the overall delivery system, including health plans, physicians,
nurses and other allied health professionals, the pharmaceutical industry, the
business community, and consumers. We all share a common goal of
ensuring the highest quality care is accessible and affordable to all New
Yorkers.

Attached is a summary of HANYS’ positions on the various initiatives
proposed in the 2018-2019 Executive Budget.

Thank you again for affording me this opportunity, and | am happy to answer
any questions.
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