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State Issues Description 
State Budget 
 

To no one’s surprise, the Legislature missed the June 15th constitutional deadline to pass and submit a budget to the Governor. 
The Budget Conference Committee continued to meet this week, focusing on education and hearing more from the Legislative 
Analyst’s Office on the state’s revenues and spending.  Today (Friday), the Committee hopes to get through the first pass 
through of the various budget issues that will need to reconciled.  Governor Schwarzenegger continues to insist that the budget 
package contain a $1.2 billion reserve, as well as a budget and pension reform package.  It has been reported that the Governor 
met this week with the four Democratic and Republican leaders from both the Senate and Assembly (the “Big 5”).   
 

Hospital Provider 
Fee 
 

Last week, a representative from the Department of Health Care Services (DHCS) met with the Centers for Medicare & 
Medicaid Services (CMS) to discuss the additional package of information and analysis submitted to the federal agency that 
would demonstrate that the California hospital provider fee program satisfied all federal requirements including avoidance of 
any “hold harmless” provisions.  In a follow up response, this week CMS sent a letter to DHCS (attached).  As stated in the 
one-page letter, and outlined in the recommendations for changes, CMS continues to express concern that the proposed fee 
structure and payment methodologies are not consistent with the statutory hold harmless requirements.  As stated in the letter, 
“These [hold harmless] requirements stipulate that permissible health care-related taxes may not have arrangements in which 
collected taxes are returned to the taxpayers directly or indirectly.”  
 
In a memo to its members, the California Hospital Association indicated that it will be working with DCHS to address the 
remaining outstanding issues including: 1) further analysis on the fee-for-service supplemental payment methodologies; 2) 
addressing concerns related to the managed care supplemental pass-through payments; and 3) clarification on the use of funds to 
make direct grants to the designated public hospitals.  Although the desire has been to negotiate an agreement with CMS that 
would preclude having to open the provisions under AB 1383 (the hospital provider fee statute), it appears that it may be 
unavoidable in order to make the necessary technical changes to obtain approval from CMS. 
 

Federal Issues Description 
“Extenders” Bill As of this writing, the Senate failed to garner the necessary votes to move forward the extenders bill that would, among other 

things, provide $24 billion in federal assistance to states for their Medicaid programs (extending FMAP).  Other keys issues 
include an extension of a delay in the cuts in Medicare reimbursements to physicians, extension of unemployment benefits and 
extensions of COBRA subsidies for unemployed workers.  Although the Senate Democratic leaders offered a “slimmed down” 
version of the original bill (after it failed earlier in the week), the approximately $120 billion measure needed 60 votes to 
advance, but garnered only 56 votes, with all Republicans and Senators Lieberman (I-CT) and Nelson (D-NE) voting against it.  
And early on Thursday, the Republicans offered an alternative bill that would have extended unemployment benefits but 
eliminated the FMAP extension; but it failed on a vote of 41-57.   
 

For more information please contact Lori Dangberg at 1215 K Street, Suite 2000  Sacramento, CA  95814 
Direct line: 916.552.2633 or fax: 916.552.7652  e-mail: ldangberg@thealliance.net 
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