
CALIFORNIA HEALTH FACILITIES FINANCING AUTHORITY 

Resolution No. 2005-14 

Request of the Service Employees International Union for the 
California Health Facilities Financing Authority to support a request for the 
Attorney General's Office to investigate Sutter Health's requirement of the 

Pass Through Savings 

August 31,2005 

PURPOSE OF REQUEST: 
The Service Employees International Union ("SEIU") is claiming that Sutter Health is in 
violation of Section 15438.5(a) of the California Government Code (the "Authority's Act") 
namely, that it pass on to consumers the savings from its tax-exempt Authority bonds by 
lowering hospital prices or contain the rate of hospital price increases. The SEIU is seeking 
support from the Authority to adopt a Resolution for the Attorney General's Office to 
investigate Sutter Health's requirement for the Pass Through Savings as described in the 
Authority's Act. 

BACKGROUND: 
The Authority's Act states: "...that all or part of any savings experienced by a participating 
health institution, as a result of that tax-exempt revenue bond h d i n g ,  be passed on to the 
consuming public through lower charges or containment of the rate of increase in hospital 
rates. .. . .. . . Y Y  

In Sutter Health's most recent application submitted to the Authority in 2000, there was no 
savings associated with this financing since the issue refinanced variable rate debt with fixed 
rates. In its 1998 and 1999 application, Sutter Health described meeting the pass through 
savings requirement as: 

"Sutter Health's fundamental mission is to enhance the health and well-being of the people 
in the communities we serve through compassion and excellence. Sutter Health's affiliated 
physician organizations, hospitals, home care and other programs provide many services to 
those in need of care, regardless of their ability to pay. Private, not-for-profit healthcare 
systems such as Sutter Health operate solely for the benefit of the communities they serve. 
If there are any revenues in excess of expenses, they are not paid out as dividends to share 
owners because there are no share owners. Any net income is reinvested in Sutter Health's 
fundamental non-profit mission to enhance access to health care services and improve the 
health of the communities we serve. The savings resulting from the proposed tax-exempt 
bond financing will enhance Sutter Health's ability to fulfill this mission and enhance 
community benefit services (including charity care) in an increasingly competitive health 
care environment." 

c"""* 




The following is a summary of Sutter Health's estimated costs of providing services to the 
poor and broader community (dollars in millions): 

Years Ended December 3 1, 
2004 2003 

Services for the poor and underserved $330 $288 
Benefits for the broader community -484 -361 
Total unsponsored community benefit expense $8 14 &?2 

Services for the poor and underserved include services provided to persons who cannot 
afford health care because of inadequate resources andlor uninsured or underinsured, as well 
as the unpaid costs of public programs treating Medi-Cal and indigent beneficiaries. Cost is 
computed based on a relationship of cost to charges. It also included the cost of other 
services for indigent populations, and cash donations on behalf of the poor and needy. 

Benefits for the broader community include unpaid costs of providing the following 
services: treating the elderly, health screenings and other health-related services, training 
health professionals, educating the community with various seminars and classes, the cost of 
performing medical research and the costs associated with providing free clinics and 
community services. Contributions Sutter Health makes to community agencies to find 
charitable activities are also included. 

Since 1981, the Authority has issued $1.567 billion in revenue bonds for the benefit of 
Sutter Health. As of June 30, 2005, Sutter Health has $596,722,518 in bonds outstanding 
with the Authority. 

The SEIU is charging that Sutter Health is not in compliance with the Authority's Act citing 
increased pricing in recent years leading to higher than statewide consumer prices throughout 
the Sutter hospital system. Further, the SEN references the California Public Employees 
Retirement System dropping 12 Sutter hospitals from its Blue Shield HMO network for high 
costs and failure to meet quality standards. 

The SEIU is therefore requesting that the Attorney General's Office investigate if Sutter 
Health is meeting the requirements of the Authority's Act and provide a legal opinion as to 
any violations, and further seeks the Attorney General's Ofice guidance on actions available 
to the Authority in order to remedy any such violations. See Attached Memorandum for 
additional information from the SEIU. 

RECOMMENDATION: 

Staff recommends that the Board seek advice from the Attorney General's Office about what 
findings the Authority would need to make to find any borrower out of compliance with the 
Authority's Act pass through savings obligation, what process it needs to follow to make 
such findings, and what remedies exist in law if a borrower is found to be out of compliance. 



M E M O R A N D U M  


TO: CHFFA Board Members 
FROM: Scrvice Empioyccs hlcmational Union 
DATE: August 15,2005 
RE: SUTTERHEALTH'S VIOLATION OF "SAVINGS PASS-

THROUGH" REQUIIUMENT OFCHFM ACT 

Suttcr Health is violating a key requirement of the CHFFA Act -namely, that it pass on to 
consumers the savings from its tax-exempt CHFFA bonds by lowering hospital priccs or 
containing thc ratc of hospital price incrcascs. 

Requirements of CHFFA Act Regarding ConsumerPricing: 

"It is furthcr the intent of the Legislature that all or part of any savings experienced by a 
participating hcalth institution, as a rcsult of that tax-exempt revenue bond funding, bc 
passed on to the consuming public through lower charges or  containment of thc mtc of  
increase in hospital rates. It is not thc intcnt of thc Lcgislaturc in enacting this pivl to 
encourage unneeded health faciliry construction." 

- Furthcmon, CHFFA's "Bond Financing Program Application" rcquircs applicants to 
describe how they will fulfill the "savings pass-through" requirements of the CHFFA Act: 
"Tab 5. Passing Through Savings: Section 15438.5 of the California Government Codc 
rcquircs savinss resulting from the proposed tax-exempr bond financing bc transferred to 
thc public via lowcr cosb for dclivcry of hcalth services. Describe how you intcnd to pass 
on the savings." (pagc A-5 of thc August 2005 cdition of application) 

Suttcr's Outstanding Bond Debt Issued through CHFFA: 

Sutter Health is the second-largest holder of CHFFA bond debt, with S597 million in 
. outslanding CHFFA bond debl.' Sutter accessed the bulk of this bond debt during the lotc 

1990s and 2000, and used much of it to merge and acquire independent hospitnls. 
According to slate data, a number of these hospitals sharply incrcascd prices following 
thcir acquisition by Suttcr. 

'California Hcalth Facf i l k s  Financing Authority, List of 15 Hospitals and Hospi!d Systcnu with hrgcst 
Amaunl of Ourswnding CHFFA Bond Dcbt as of May 26,2005, Provided via concspondcncc from Jack 
Zormm, CHFFA Gcncml Counscl,Junc 1.2005. * 



Sutter's Track Record on Consumer Priccs: 

Rathcr than using its la..-exempt CHFFA bond dcbt to hold down consumcr priccs, Suttcr 
Hcalthhas sharply increased its priccs in rcccnt ycm. Sutter's prices have now reachcd 
levels that far exceed those of other California hospitals, 

At CalPERS's request, Bluc Shield conducted a 2003 analysis of more than one 
million paid claims and detcmincd that Suttcr hospitals charged priccs 80 pcrccnt 
highcr than the statwide avcrase, and 60 pcrccnt highcr than the Northern California 
avmgc. Moreover, Bluc Shield found thnt Suttcr hospitals wcrc seven of the tcn most 
cxpensivc hospitals in Northern California when adjusted for patient acuity.' 

Blue Cross identified a similar pattern in its 2004 analysis covering approximately 
280,000 patients who are participanls in CalPERS' Bluc Cross PPO pias. The 
averagc cost of paid claims at Sutter hospitals was 73 percent greater than the avenge 
cost of all other CaIPERS paid claims in the statc.) 

A morc rccent Blue Cross analysis of paid claims data from dl of Bluc Cross's large 
cmploycr groups found similar patterns. Covering thc 12-month pcriod ending April 
2004, the analysis found that 71 pcrccnt of t l~c Sultcr facilities examined werc mom 
cxpensivc tllm ncrtrby hospitals selcctcd by Bluc Cross for comparison purposcs. "In 
some cases, Suttcr facilities charged two and even three times more than thc 
comparison hospital for comparable admissions, Tlrc acuity-adjusted cost of Alta 
Bates Medical Ccntcr was nearly 200 perccnt higlrcr than tlic comparison facility 
whilc Marin Gencral HospitaI1s pcrformancc was 136 pcrccnt highcr." ' 
A 2005 report by thc California Health C m  Coalition described thc results of an 
outside analysis of gross charge ratcs at Suttcr hospitals. "The California Works 
Foundation purchiscd an anatysis by Massachusetts-bscd McdiQual, a national 
health data analysis finn, which used state hospital discharge data to compare thc 
severity-adjusted cost pcrformancc of 19 Sulter hospitals with a11 other Northcrn 
California hospitals. In the aggregate, the malysis shows that thcse Sulter facilities 
charged more and that the difference was statistically significant. McdiQual estinmtcd 
thc mccss chargcs for oil discharges assessed at the 19 Suttcr hospitals to cqual5758 
million, or 13 pcrccnt highcr than expcctcd, based on tlrc scvcrity-adjustcd 
pcrfonnance of non-Suttcr hospitds in Northcm California." 

In 2005, CalPERS climinatcd 23 hospitals - 13 of which wcrc Sutler hospitals - from 
its Blue Shicld HMO network, citing high costs and thc hospitals* faiIurc to meet 

' Bluc Sbicld of California 2004 CalPERS Pricing Prcscn~alion, May S, 2003. p. 3 1. ' May 27,2005 lct~cr from Stcvcn S. Scott, Gcncnl Manager, Blue Cross of California. Public Entilies Lorgc 
Group Division to J3rfio Grcvious, Assiscurt EXCCU!~VC Ofliccr, Hcddr Bcncfits Bnnch. CalPERS. Rc: Scttcr 
13ca11h 13ospitals. 
' Califomia Ncalth C m  Coalition, "Higb Prices, Qucsdonablc Quality: A Program lo Put Poriunts First in 
Califomin Hospit;rls," April 2005. pp. 7-8. ' Calihmin Healdr Carc Coalition, "High Priccs, Qucstio~~~blc Quality: A Program 10 Put Palicnu First in 
California Hospibls," April 2005, p. 8. 



quality slandards. CalPERS estimates that its elimination of the Suttcr hospitals will 
save appmximatcl y S36 million to $50 million in annual hcalth expenditures. In 
explaining its action, CalPERS reported that hospiial prices were the biggest driver of 
Calf ERS' skyocketing halth insurance premiums, which incrcascd 55 pcrccnt during 
a threc-year pcriod and jeopardize the health coverage of 1 . I  million slatc cmployecs, 
retirees and their dcpcndcnts. According to CalPERS, Sutter's pricing practices wcrc 
pzlrticulmly e~re~ ious .  CaIPERS elinrinatcd morc hospitals from Suttcr than ftom all 
remaining California hcaIth systems combined. 

While records indicatc that Sutler's prices for insured patients arc cxcecdingly high, thc 
prices it chargcs lo uninsured patients arc even higher. 

Court records indicate that Sutter Ilospitals have routinely forccd uninsured pnticnts to 
pay prices that arc 300% higher than those paid by insurcd patients for the same exact 
services.' For example, court records indicatc that Suttcr's California Pacific Medical 
Center charged onc uninsurcd patient S9 for a single aspirins7 

In 2004, Suttcr paticnts filed three class-action lawsuits against the company for pricc- 
gouging uninsured paticnts and subjecting thcm to aggressive debt collection 
practices, wvllich included suing uninsured paticnts in Supcrior Court, seizing moncy 
from thcir bank accounts and threatening to placc liens on thcir hon~cs .~  Wlrilc 
overpricing uninsured patients, Suttcr spends far less than thc avcragc private hospital 
in California on charily cam. In 2002, Sutter hospilals spent only 0.6% of its net 
paticnt rcvenucs on charity care, substantially lcss than the statcwide avenge of 1 % 
spent by private hospitals. 

As a rcsult of thcsc sharp pricc 
increases, Sutter has espcrienccd 
rccord profitability, earning ncarly S 1 
billion in profits during thc past two 
years. In 2003, Suttcr hospitals togcthcr 
earned an opcrating profit margin of 
ncarly 10 percen t, approxiniatcly eight 
timcs the sratewidc averige. In 2002, 
profit margins reached a stunning 33 
pcrcent at Sutler Tracy Community 
Hospital and n m l y  20 percent at 
California Pacific Mcdical Ccntcr, 

Suttcr's Track Record on Profits: 

Investment Portfolio 
Fair Market Value of Sutter Heakh's I 

$2.0 

Billions of $1.5 
Dollars $1.0 

I S0.5 
SO.0 

I 

Hcdfh Access and SEIU Local 250, "Your Moncy or Your Iicaltb: Discriminalory Pricing and Aggrcssi\w 
Dcbl Collcc~ion Pncliccs by Suttcr Heollh in San Francisco," May 2004, p. 5. 
7 Hcdd~ Acccss and SEW Local 250, "Your Moncy or Your Henlth: Discriminatory Pricing and Aggrcssivc 
Dcbt Collection Pncticcs by Suttcr Iicolth in Snn Francisco." May 200.1, p. 5. 

Jc~\Vhitchcad v. Sutlcr HcaIt11, Supcrior Court or Sari Fmncisco Courrty, Casc No. 05434647, Scptcmbcr 14, 
2004. 



Suttcr's largest hospital and one of thc largest hospitals in ~alifornia? 

Sutter's extraordinary profits havc allowed it to assemble a massive S2 billion investment 
ponfolio. During the past three years alone, Suttcr's operations havc produccd so much 
cash that it purchased nwrly St  billion in invc~trncnts.'~ In 2003, Suttcr Health paid 
record compcnsation of S2.3 million to its CEO Van Johnson -a 62% increasc from thc 
prior year. His compcnsation package included two bonuses totaling more lhan 
~900,000.'' 

Sutter's Description of How It Passes on Savings from CHFFA Bonds: 

CHFFA rcquira applicants for bond financing to respond to thc following question: 

"Section 15438.5 of the California Govcrnmcnt Codc requires savings 
resulting from the proposed tax-exempt on financing the transferred to the 
public via lowcr costs for dclivcry of hmlth services. Describe how you intend 
to pass on thc saving." 

The following is Suttefs response to this question as contained in its application for Series 
lW8A Bonds (S175 million)." Suttcr used idcntical language in responding to tlic samc 
qucslion for its Scries 1999A Bonds (S138 million), 

"Suuer Health's fundmental mission is to cnlrancc thc health md well-being 
of the people in the communilics wc scrvc through compassion and excellence. 
Sulter Hcalth's afiliatcd physician organizations, hospitals, homc care and 
other programs providc many serviccs to those in need of care, regardless of 
their ability to pay. 

"Priwtc, not- for-pro fit healthcare systems such as Sutter Heal ti1 opcntc solcly 
for the benefit of thc communitics they serve. I f  thcrc arc any revcnucs in 
excess of expcnscs, they arc not paid out as dividends to sharc owvncrs bccausc 
thcrc are no share owners. Any net income is rcinvcsted in Sutter Health's 
fundamental non-profit mission to enhance access to health care serviccs and 
improvc thc hcalth of the communitics we scrvc. The saving resulting from 
the proposcd tax-exempt bond financing will enhance Suttcr Health's ability to 
fulfill this mission and enhancc comnlunity benefit scrvices (including charity 
care) in an increasingly competitive health cwc cnvironmcnt." Solme: Suffer 
Healrlt Appficaiio~r for Fit~ancirrgio CHFFA for Terics 1998A Bo~rrls," 
Janrtaty 1996.p. 33. 

"fficc of Statcwidc Hcolth Planning and Dcvclopmcnt, Hospiml Annual Financial Data, 2002 8: 2003. 
'O Emst L Young, "Suttcr Hcalth: Auditcd Financial Sratemcnts," ycars cndcd 2001 through 2001, p.5. 
I '  Suttcr Hmlds IRS Form 990 for FY 2003.
'' Of thc $166.5 nullion in bonds proceeds, Su~tcrplnlulcd to spcnd SG5.G million for thc purchase of Edcn 
Mcdiml Ccntcr. Following SuttcZs acquisidon of lhc Edcn Medial Ccntcr (EMC), consumcr pflccs at EMCe incrmcd sharply. 



P"* Proposed Rcsolution for CHFFA Board: 

REQUEST FOR CALIFORNIA ATTORNEY GENERAL'S GUIDANCE ON SUTTER 
HEALTH'S COMPLIANCE WITH "SAVINGS PASS-THROUGH" REQUIREMENT 

OFCHFFA ACT 

WHEREAS, a central goal of the California Hcalth Facilities Financing Authority is to 
enhance the health and wellbeing of California residents by providing taxpayer-subsidized 
financing to nonprofit cmd public hcalth care institutions to mect public health needs; 

WHEREAS, Scction 15438.5(a) of the CHFFA Act states that it "is the intcnt of the 
Lcgislaturc that all or part of any savings cxpcricnccd by a participating hcalth institution, as a 
resull of that tax-exempt revenue bond funding, be passed on to tlrc consuming public tllrouglr 
lowcr chargss or containment of the rate of increasc in hospital rates;" 

WHEREAS, CHFFA's "Bond Financing Progmir Application" rcquircs applicants to 
describe how they will fulfill the "savings pass-through" rcquircmcnls of thc CHFFA Act: 
"Tab 5. Passing Through Savings: Scction 15438.5 of the California Government Code 
rcquircs savings rcsuhing from the proposed tas-cxcmpt bond iinancing be tnnsferrcd to thc 
public via lower costs for dclivcry of hcalth services. Describe how you intcnd to pass on the 
savings." (page A-5 of Augusl2005 cdition of application); 

WHEREAS,Suttcr Hcalth is the second-largest holder of CHFFA bond debt, with S597 
million in outstanding CHFFA bond dcbt as of May 26,2005; 

WHEREAS, numerous recent analyses of hospital paid claims data pcrformcd by Blue Sllicld 
California (on behalf of thc Public Ernployccs Rctircmcnt System) and Blue Cross indicate 
that Suttcr Hcalth hospitals charge prices 73 to 80 pcrccnt higher than the sratewidc avcragc, 
and 60 to 62 pcrccnt higher than thc Northern California avcragc. Moreover, Bluc Shicld 
found lliat Suttcr hospitals wcrc sevcn of thc tcn most cxpcnsivc hospitals in Nodhem 
California whcn adjusted for patient acuity; 

WHEREAS, thc Califomia Public Employees Rctircrncnt System (CalPERS) - the largest 
purchaser of hcalth care in California - rcccntly rcmovcd nearly half of Suttcr Hmlth's 
hospitals from one of its hcalth plans due to the Suttcr hospitals' extraordinarily high prices 
and their failure to nrect CalPERS quality standards. Due to high priccs, morc Suttcr hospitals 
(12 facilities) were removed from the CalPERS hcalth plm than wcrc hospitals from all other 
California hospital systcnrs conrbincd (10 facilitics); 

WHEREAS,thc CHFFA Board is duty-bound to cnforcc the provisions of thc CHFFA Act by 
ensuring that savings are passcd through to California consumers, cspecidly in this era of 
skyrocketing hcalth care prices that have lcfl hcalth cnrc coverage bcyond the reach of 
millions of Californians; 

RESOLVED,that the CHFFA Board requests that tlic California Attorncy General provide it 
with a Iepl opinion on wlrethcr Suttcr Health's actions have violated thc rcquircrncnts of the 
CHFFA Act and furthermarc seeks the Attorney Gcncrai's guidancc on the nngc  of actions 
available to thc Board in ordcr to rcmcdy any such violations. C 







Re: Suttrr Rcahb Hospitalo 

This lcncr d z t s  rhc muls of an analyxis wt  condudcd Lo compare the average cost of 
hospital w e  inwned by the PERSCan and PERS Choice Prtfemd Ptovidcr Orgenizarion 
@PO) pfansat SW Hdrh hospitals thravghou Cdifomid.Themalyrir is based on rbc 
inpacitnr and ourpntient txpcruos of Basic plan participants. ColPERS mabas  pmieipeting 
in M c d i m  suppltmtnt pIwr arr no1 included In the srrslytis. 7hs data summnrjzcs 3La 
bspiul expensespaid by the CalPERS PPO plans during 2003. Tbe resultsshown represent 
rhc cxpcricncc of she CPlPERS population only, and donot makc rcpxesurutions of tkc 
cxpcricncc of other cmployrr or individual htalthJI~ELUSadminisreredby Blue Cmss of 
Califomis. 

The condudons of our hospital cost nadysi~for the CalPERS population art: 

I .  The avmuc cost of claims peid for CalPERS PPO Basic plaa 
participants at Suttcr Health borpitah is 73% g n a t a  thantheaverage can of all other 
bospiral claims paid on behalf of CalPERS PPO Basic plan panicipan~sin the Srale of 
Cdifomir rxcluding Suutr Hcalth h o ~ i d r ,  

2. Horthm California Averaae Tbc svcragc cost of claims paid for CalPERS PPO pian
p ~ i c i p a o ~or Suna Health hospitals ia 62% grcaier 3wr rho uvemqe cosr of oU olber 
bospid claims paid on bebdf ofCalPEU PPO Basic plan pankipants inN o n h  
California, e~eh~d ingSuncr Ileal& hospiuls. 



Mr,Jawio A. G'revlour 
May 27,2004 
Page 2 of2 

nt CdPERS B o d  ofAdrnininndon has clcned to r~clUdca number ~ i h o ~ i a l s ,and 

ccnain amiarcd mcdiul groups, from It9 oclwork of Zacfliriu under !be Blue Shield HMO 
plm effcaive January I,  2005. for rnmllets who are not covered by Medicare. Ihc Board's 
&&ion sceures the obility of CalPERS consrirucnts to continue to have access \o a health 

choice rhnt offkn comprehcruive hcallh care prordon ot UI ofYordablc paice. T ~ C  
Board also recog@tu that some CblPERS membcn will desk access u,ont or more of&c 
facilities that wjll bo mchtdul from the ntrwork ofaw'lablc providers. For that nasan, the 
Board t fec~edro c o * ~  u make available rhc full network o f  huqirals mdpbydciaas h a t  
arc pnnitipetingin cbo Blue Cros o f  Califomin PPO netwadc, under the PULSCm arid PERS 
Cboice health plm options. We offtrourassurance to CalPERS anrf its coortimats &a! our 
staff will k avrilsbk to your mcmbsn who c h g t  beshh plan options, tn pmi& F U ~ ~ I I W Z  

rhtoughou~rhtir uansidon to e m &at their access lo bealrh care fscilitlcsi a  made ~vallablc 
w i r b w  ianrmption 

Plcrst do nor hesitate lo contacl rnc sbould you haw any qwstioar, 

Surcn S. Scott, 



October 4,2004 

Sally Covingron 
Director 
California Works Foundation 
600 Gmnd Avcnuc, Suite 1JO 
Oakland, Cali fomia 946 10 

Re: Suttcr Hcnlth Hospitals 

Dcar Sally: 

Attached for your rcview is thc analysis that was promised rclntivc to the costs associatcd 
with Suttcr fiicilitics. 

Of the fist of Sutler hospitals, Suttcr Menlorial (003894), Laurcl Grow (050095). 
California Pacific Medical Centcr (050208). Mills (050302) and Suttcr Warrick (050728) 
haw too small a casc volumc to providc a valid analysis, and have bccn escludcd. 

All this data is derived from our Hospital MCkl system, which calculatcs hospital DRG 
casc-mix adjustcd pcrfomance mcasurcs for all BCC hospitals. This involvcs calculating 
the average cost pcr DRG for all our hospitals statc-widc, and thcn comparing thc 
wci&itcd average cost pcr casc for a specific hospital versus the state-wide avcragc. Thc 
"Pcrformancc Ratios" wc providc show thc mtio of cost for the spccific hospiral to the 
"cxpccted" cost dcrived from all o h  Iiospitals. A mtio higher than 1.0 indicatcs the 
I~ospitnlis niorc cspcnsivc than cspected. 

The attached sprcadshccl has thc following columns: 

Suttcr MedlD 

Sullcr Facility (IJospital Namc) 



Suttcr Pcrfornlancc Ratio (Paynlcnt Per Casc). For cxarnplc, thc first listcd Suttcr 
hospital (Peninsula Hospital) 1 1 s  a cost perfomlance ratio of 1.46, which means average 
cost pcr case for this facility was 36% lrigl~cr than we \vould espcct based on thc statc- 
wide average for this csact mis of DRGs. 

Suttcr Rclativc Wcisht. This is an indcs of DRG casc-mis severiiy provided by CMS as 
part of thc DRG ~roupcr/pricer. Higher numbers indicate more scvcre case-mix. For 
Peninsula Hospital, this is 1.13, indicating a scvcrity higher than avcragc. 

Othcr Fcrfom~ancc Ratio. In this crampic, Iraspitals in the smlc geog~;phy have a cost 
pcrfonnimcc ntio of 1.64 which is higher than he Suttcr facility. Note, however, that thc 
Rchtivc Weight for the olhcr hospitals is also highcr (1 -52) indicating they have a mom 
sevcrc casc mix of patients. (The DRG case-mix adjustment procedure is dcsigncd to 
account for these dif'ferences, but it is not pcrfcct, and it is uscfi~l lo understand the 
diffcrcnccs in casc-rnis of thc comparison hospitals.) 

Ratio of Suttcr to Other Hospitals. This is simply the Suttcr Payment per Casc Ratio 
divided by thc otlicr hospital Payment Per Casc Ratio. If this is higher than 1.O, [hen the 
Suttcr hospital is n~orc cspcnsivc than tllc otllcr hospitals. In general, thcsc rrlrions arc 
higher than 1.0, rcflccting the high costs for Ihc Sutlcr facilities. 

Plcasc Ict nlc know if you have any questions. My ~clcphonc nunlbcr is (SI 8) 233-3597. 

Richard Maho~lcy 
Rcgional Vice Prcsidcnt 
Labor Trust Funds 

RMtc 

EncIosure 
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f Financial ratios demonstrate Sutter's market 

( leverage in Marin and elsewhere 

Fiscal Years Ended in Calendar Year Change2000 2001 2002 2003 

Gmss Charges per Adjusted Day 
MGH S 5,592 S 6,266 S 7,399 S 8,392 68% 
Districts S 1,994 S 2,172 S 2,461 S 2,968 49% 
California S 3,903 S 4,565 S 5,326 5 6,161 58% 
Sutler S 4,760 S 5.851 S 6,861 S 7,650 61% 
All Nan Profit S 4,425 S 4.636 S 5,390 S 6,232 41% 

Commercial PaymenUCost 
MGH 
Districls 
California 

, Sutter 
All Non Profit 

FTEs per Adjusted Occupied Bed 
MGH 
Districts 
California 
Sutter 
All Non Profit 

Nurses per Adjusted Occupied Bed 
MGH 1.65 I.88 1.73 1.58 
Districts 0.87 0.87 0.88 0.92 
Catifornia 1.31 I-26 I -26 1.31 
Sutter 1,22 1.31 1.33 1.34 
All Non Profil 1.47 1.34 1.33 1.37 

@T i x L ~ ~GROUPsource: OSHPD. DisclosureRepor& have a slightly different calculation of payrnenVcort and 
FTEs per Adjusted Bed than previously shown. 68 
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Hospitals' merger brings big hike in.mammogram charge 
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Thc co31ition1scxccutivc 
dircclor. Sally C i w n p n .  

said ~t~vtltlook:I[ othcr 
hospital groups bcsiclcs 
Surtcr. Uul she doubted 
(hat SUCICI will hc casily 
coascd lo thc bargaining 
tablc. 

"All 1 know is they tvcrc 
intmnsigcnt in thcir 
negotiations with 
CaIPERS."shc said. 
"'Thcv rvcrr no1 willing lo 
just11y tlwircclsts." 

Ilcc stdC writer Ken 
Cartson can bc reaclacd 
at 578-2331 or 
kr:wIson Qn~odl~ec.conr, 
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TAB 5. 

CONTRACTS AND LICENSES 

A. Providc a gcncml discussion of your health facility's (or hcalth systcm's) contracting with 
Mcdi-Cal, Mcdicarc and significant private payers. 

B. Provide tkc following contmctual infomotion for Irealth facilily being financed: 

I .  Mcdicarc contact cspintion datc 

Mcdi-Cat contract cspiration datc 

2. Dcscribc scrviccs provided for Mcdicarc and Mcdi-CaI. 

3. If thc lieal~h facility docs not have a Medi-Co1 contract, providc an explanation (c.6. 
cuncntly in ncgotintion, non-contnc~ing arm, ctc.). If thc contact has cspircd, 
providc a bricf stntcmcnt on thc status of ncgothtions to rcncw rllc contract. 

C. List the typc(s) of liccnsurc of thc health facilily(s) to rcccivc financing. 

PASSTHROUGH SAVINGS 

Section 15438.3 of thc California Govcrnnient Codc rcquires savings resulting from thc proposcd 
tax-cxcmpt bond financing bc tnnsfcrrcd to thc public via lowcr costs for ddivcry of hcaith 

I scrviccs. Describe bclow how you inknd to pass on thcsc savings. 



Sutter Health 
Calllornla Health Facllltles Financing Authority 

Applkatlon for Flnanclng 
January 1998 

13 Passing on Savings 

Suiter Hcalth's fundamcnral mission is u, enhanu: lfic heal& and wcll-king of thc pmple in tbc 
communities wt  scrvc through compassion and excellcna. S u m  Health'saffilii~tdphysician organimions, 
hospitals, home care and other programs provide many services to lbosc in nttd of care, regardless of heir 
abltiry to pay. 

Private, not-for-profithcaithcare sysrcms such as Sutu Health operare solcly fos the benefit of chc 
communities they serve. If here nrc any rcvcnucs in cxccss of expenses, &cy arc not paid out as dividends lo 
sbrrn ownas because here an no &arc owncrs. Any nct u m m t  is rcinvcstcd in S u m  Healrb's fundunenfal 
non-profir mission to enbance access u, health care scrviccs and improve cbe health of rhc communities we 
scrvc. The savings resulting from the proposed tax-exempt boad financing will cubaace Suucr Hdlb's abiliry 
to fulfil &ii mission and enbancc community benefic scrviccs (including charily cam) in an maeasingly 
compclilivc bcdh care cnvlonmcn~ 


