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I. Introduction
On February 28, 2018, the Committee on Hospitals, chaired by Council Member Carlina Rivera, will hold a hearing entitled “Examining the Status of ‘One New York: Health Care for Our Neighborhoods’: What Progress Has Been Made and What Challenges Lie Ahead?” This hearing will examine the implementation of the New York City Health + Hospital’s (H+H) 2016 cost containment and restructuring plan, “One New York: Health Care for Our Neighborhoods,” a report outlining the City’s plan to address a growing Health + Hospitals financial shortfall forecasted, without intervention, to reach $1.8 billion by FY20. The Committee will investigate how much of this plan has been implemented and whether and how it has impacted H+H’s ability to carry out its mission, especially with respect to quality of care, access to care, continuity of care and safety for H+H’s patients. The hearing will also examine how H+H intends to address impending federal funding cuts. Representatives from H+H, organized labor, and other health advocacy organizations were invited to testify. 
II. Overview of H+H & Fiscal Context for “One New York”
Overview of H+H’s Role in the Safety-Net Hospital System
NYC Health + Hospitals, a public benefit corporation, serves more than 1.2 million New Yorkers each year and is the largest municipal health system in the country.
 H+H is the successor entity to the Department of Hospitals
 and it provides medical, mental health and substance abuse services. H+H operates 11 acute care hospitals, five long term care facilities, a certified home health agency, and a network of Federally Qualified Health Center clinics including six diagnostic and treatment facilities.

By providing services to New York City residents regardless of their ability to pay, H+H is the default system of care for the uninsured, Medicaid patients, and other vulnerable populations, making it integral to the system of safety-net hospitals. H+H is the single largest provider of health care to uninsured New Yorkers. Half of all uninsured hospital stays and uninsured emergency department visits in New York City happen at Health + Hospitals facilities.
 Medicaid and uninsured patients represent nearly 70% of Health + Hospitals total hospital stays, compared to 40% for other New York City hospitals.
 
Erosion of the Hospital Safety-Net and the Changing Landscape of Health Care
In the last decade, the financial strength and viability of safety-net hospitals has continually declined as a result of major changes in the health care marketplace. Safety-net hospitals have traditionally been sustained through various financing actions that differ from state to state. With the expansion of coverage to the uninsured and changes to the financing of the health care system in the United States, the Patient Protection and Affordable Care Act (ACA) of 2010 has presented opportunities and significant challenges for safety-net hospitals. As noted above, H+H provides much of the care received by the uninsured in New York City. Under the ACA, the federal government has been phasing out its subsidy to hospitals that treat large numbers of uninsured patients, known as Disproportionate Share Hospital (DSH) funding, reasoning that the more individuals who are covered by insurance, the less funding is needed for the uninsured. The ACA brought health insurance to over a million New Yorkers, but nearly one million City residents remain uninsured.
 Our public hospital system also continues to treat large numbers of undocumented immigrants who are not eligible for Medicaid or health insurance through State health care exchanges. Federal and State funding that helps cover the cost of caring for the uninsured is projected to decline by almost a billion dollars – from $2.2 billion in FY16 to $1.4 billion in FY20.
 In 2016, H+H’s transformation plan stated, “Without swift and aggressive action, Health + Hospitals is on the edge of a financial cliff.”

Additionally, hospital stays in general have been decreasing across the city, resulting in empty beds and 18 private hospital closures in 13 years.
 The most underutilized H+H facility currently has more than half of its beds empty.
 Yet, roughly 70% of patient revenues at H+H in 2015 were from hospital stays.
 H+H has been losing Medicaid Managed Care hospital stays while other hospital systems have seen an increase.
 Historically, most hospitals did not seek out Medicaid patients because Medicaid payments are generally below the cost of care. Recently, large systems are competing against each other to fill beds to cover their operating costs and to diversify their patient base as health care switches to value-based payments. The shift in the health care industry of paying for value (i.e. the long-term health of a patient) rather than paying for volume (i.e. paying for each service separately) puts the patient first, but fundamental shifts are needed in H+H’s outdated system to keep pace with the industry.
III. “One New York” – Overview of H+H’s Restructuring Plan 

On April 26, 2016, H+H released “One New York: Health Care for Our Neighborhoods,” a report outlining the City’s transformation plan to address a growing Health + Hospitals financial shortfall forecasted, without intervention, to reach $1.8 billion by FY20.
 The new plan promised to reorient H+H from sick care to health care by “delivering quality, equitable, and affordable care integrated with social supports that proactively keeps people healthy and improves the health of entire communities.”
 

Below are the 4 goals laid out in “One New York” and the 12 strategies to achieve those goals:

· Provide Sustainable Coverage and Access to Care for the Uninsured 
· Seek federal Medicaid waiver funds for a new program that delivers coordinated healthcare services to the uninsured.

· Work with the State to ensure that Health + Hospitals does not unfairly bear the brunt of federal cuts. (The majority of H+H’s DSH funding comes from what remains after the State distributes fixed funding amounts to all hospitals, including voluntary hospitals. As DSH funding is cut, little will be left over for H+H.)  
· Comprehensive outreach to enroll people who are eligible for health insurance, including, calling New Yorkers, going door to door, and attending community events.

· Expand Community-Based Services with Integrated Supports that Address the Social Determinants of Health

· Invest in new community-based care in underserved neighborhoods, starting with investing $100 million in capital funds over four years to expand and upgrade H+H community-based health centers and clinics.
· Invest in care management to engage high-risk patients and coordinate care to improve quality and health.

· Integrate government and community-based social services with health care services by co-locating City social support services within H+H facilities.

· Develop vacant and under-utilized parcels on H+H campuses to address the social determinants of health while raising revenue (E.g., supportive housing can reduce hospital visits).
· Transform Health + Hospitals into a High-Performing Health System

· Implement operational improvements building on existing efficiency initiatives. This includes significant investments in technology to coordinate patient care, track payments and reimbursements, enhance supply chain management, and streamline processes to reduce waiting lists for specialty care.
· Through a transparent process, restructure healthcare services system wide to improve quality and lower cost. One part of this restructuring will include shifting staff from hospitals to community-based care as healthcare services migrate from hospitals to community-based settings.

· Maximize revenue through MetroPlus. (MetroPlus is a health insurance plan owned by Health + Hospitals that offers low to no-cost coverage to eligible New Yorkers.)
· Restructure Payments and Build Partnerships to Support the Health Outcomes of Communities 

· Move from payments based on volume to payments based on improving patient health.

· Partner with other healthcare providers committed to serving all New Yorkers to build comprehensive care management infrastructure delivering patient-centered coordinated care that improves the health of communities
Below is the transformation plan broken down by the projected revenue and savings per year:
	Transformation Plan

	Cash Basis

	($ in millions)

	 
	Projected
	Projected
	Projected
	Projected
	Projected

	
	2017
	2018
	2019
	2020
	2021

	Revenue-Generating Initiatives
	 
	 
	 
	 
	 

	Medicaid Waiver Programs
	$546 
	$483 
	$483 
	$363 
	$361 

	Federal and State Charity Care
	$0 
	$85 
	$369 
	$361 
	$361 

	Health Insurance Initiatives
	$206 
	$252 
	$285 
	$316 
	$316 

	Development Opportunities
	$0 
	$0 
	$0 
	$100 
	$100 

	Subtotal: Revenue-Generating Initiatives
	$752 
	$820 
	$1,137 
	$1,139 
	$1,138 

	 
	 
	 
	 
	 
	 

	Expense-Reducing Initiatives
	
	
	
	
	

	Supply Chain and Care Management Initiatives
	$63 
	$137 
	$171 
	$204 
	$204 

	Restructuring and Personnel Initiatives
	$55 
	$250 
	$448 
	$544 
	$544 

	Subtotal: Expense-Reducing Initiatives
	$118 
	$387 
	$619 
	$748 
	$748 

	 
	 
	 
	 
	 
	 

	TOTAL: TRANSFORMATION PLAN
	$870 
	$1,207 
	$1,756 
	$1,887 
	$1,886 

	INCOME AFTER GAP-CLOSING INITIATIVES
	$576 
	$1,271 
	$1,751 
	$1,827 
	$1,848 

	OPENING CASH BALANCE
	$480 
	$186 
	$250 
	$246 
	$186 

	CLOSING CASH BALANCE
	$186 
	$250 
	$246 
	$186 
	$148 


IV. H+H’s New President and CEO 
Dr. Mitchell Katz was appointed President and CEO of H+H in September 2017,
 and officially stepped into this role in January 2018.
 He previously served as the Director of the Los Angeles County Health Agency, which combines the Departments of Health Services, Public Health, and Mental Health into a single entity to provide more integrated care and programming within Los Angeles. The Los Angeles Department of Health Services is the second largest public safety net program in the U.S., after H+H. Before going to Los Angeles, Dr. Katz served as Director and Health Officer of the San Francisco Department of Health for thirteen years.

In his first report to the H+H Board of Directors on January 18, 2018, Dr. Katz laid out the challenges facing H+H, as well as his vision for successfully overcoming these challenges.
 Dr. Katz stressed that his vision centers on providing for the needs of patients. In this context, he explained that H+H must modernize its operations in order to succeed, and focus on expanding outpatient care services and connecting patients to primary care services. To this end, Dr. Katz will seek to expand primary care teams, including case managers and community workers, to improve access and patient satisfaction. In the context of correctional health, H+H will work to improve the link between care individuals received while incarcerated and the primary care systems they access when released.

Dr. Katz intends to implement changes to shorten wait times for specialty care, primarily by expanding electronic consultation throughout the H+H system, which will enable primary care physicians to seamlessly consult with specialists about the care their patients require. Reducing wait times requires the creation of a central call center to schedule patients and direct them to the appropriate facility. These patient-focused measures, in conjunction with expanding primary care capacity, will enhance patient satisfaction and help increase enrollment from insured persons, which will improve revenues.

With regards to inpatient services, Dr. Katz stressed that H+H must identify which services should be expanded, and which require modification. To illustrate this need, he explained that while H+H has many acute detox and mental health patient beds, it has a dearth of longer-term treatment facilities or programs. As longer-term substance treatment facilities and resident treatment programs are the best way to treat these chronic conditions, the status quo results in a large number of hospitalizations. Finally, in order to lower the amount of patients with minor illnesses who go to the emergency room to seek care, Dr. Katz also floated the possibility of opening urgent care centers in H+H hospitals.

V. Conclusion
On February 2, 2018, H+H announced that it would develop a care management program over the next year to reduce unnecessary hospital admissions.
 Additionally, in August of last year, H+H and Comunilife broke ground on a supportive and affordable housing building on Woodhull’s campus in Brooklyn.
 While progress has been made since the release of “One New York,” MetroPlus enrollment has leveled off and the average length of stay has trended slightly upward.
 The Committee is interested in exploring the implementation of H+H’s restructuring and cost containment initiatives and whether these plans have changed under new leadership. 
Additionally, as discussed above, H+H faces a looming deficit of approximately $1.8 billion. This deficit has emerged in the rapidly changing environment of healthcare reform and the erosion of the safety-net hospital system, ACA and Medicaid reforms. The Committee is interested in learning about how H+H will manage its budget deficit while fulfilling its mission and maintaining quality and continuity of care, access to care and patient safety.
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