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Funding Health Care for Uninsured Adults
Issue
How will San Mateo County (County) be able to secure funding for the health care of uninsured
adults?

Background
A previous San Mateo County Civil Grand Jury (2006-2007) found that: “Indigent and charity
care growth is a national issue as medical costs increase and fewer people can afford medical
insurance. San Mateo County is no exception. Indigent and charity care within the County is
provided almost exclusively by the San Mateo Medical Center (SMMC). Contributions from the
County General Fund for indigent and charity care have grown from $42 million in fiscal year
2001-2002 to a budgeted $70 million in fiscal year 2006-2007. The total County budget grew
39% over the five-year period, while the General Fund contributions to the SMMC grew 68%.
However, the percentage of the SMMC budget which comes from the County General Fund has
remained roughly constant. If growth in County income does not keep pace with the increase in
the cost of indigent health care, then other County services will be impacted.” 1
The current Civil Grand Jury (2007-2008) continued to review the County’s efforts to provide
health care for indigent and uninsured adults.
In response to the County’s policy to provide for indigent and charity health care from sources
outside the County’s budget, the County Board of Supervisors formed the Blue Ribbon Task
Force (BRTF) in the summer of 2006. The BRTF was charged with developing a health care
coverage plan for a targeted group of approximately 40,000 uninsured adults residing in the
County. The income ceiling for the target group has been set at 400% of the Federal Poverty
Level in order to reflect the County’s high cost of living.
The BRTF consists of 37 members 2 representing public and private medical providers, elected
officials, labor, legal and religious leaders from within the County; it is co-chaired by two
1

http://www.sanmateocourt.org/grandjury/2006/reports/IndigentHlthCareinSMCFinal.pdf
http://www.co.sanmateo.ca.us/vgn/images/portal/cit_609/28/27/1029569905preliminary_recommendations_to_bos.pdf,
Appendix A: Roster of Members
2

1

members of the Board of Supervisors. The BRTF plan is based on studies provided by a broad
range of local, state, and national experts in the fields of health care delivery, financing, public
health and existing health care models.
Adults eligible for coverage must be County residents aged 19-64 who earn an annual income of
$68,680 or less, which is 400% of the Federal Poverty Level for a family of three. 3 The targeted
group includes many who earn too much to qualify for Medi-Cal, Healthy Families 4 or WELL 5
programs, but not enough to afford health insurance.
The BRTF has established a pilot program to provide services to uninsured adults. The pilot
program covers those whose income is at or below 200% of the Federal Poverty Level. The
program is currently funded by a $7.5 million yearly California (State) grant for a total of three
years. 6 This pilot program was named the San Mateo Access and Care for Everyone Program
(San Mateo ACE). The enrollment target for the San Mateo ACE program was 2,100
participants. As of February 2008, the program was operating with approximately 1,800
participants receiving health care services. This patient group will be followed closely. Their
experience is expected by the BRTF to shed light on the anticipated efficiency and effectiveness
of the plan, and hopefully, help to establish the coverage criteria for health care of the 40,000
uninsured.
The Health Plan of San Mateo (HPSM) serves as the Third Party Administrator for the San
Mateo ACE Program, and HPSM is also expected to administer the County’s full-scale
consolidated program in the future. HPSM is governed by the San Mateo Health Commission.
The Commission is made up of community advocates, a physician, a pharmacist, and elected
officials that serve on the San Mateo County Board of Supervisors. 7 HPSM was launched in
1987 to demonstrate how a locally administered managed health care plan could improve access
and service delivery for the County’s Medi-Cal beneficiaries, by making available a network of
primary care physicians, regional hospitals, pharmacies, and other health care providers.
Currently, HPSM operates in a fashion similar to that of a preferred provider organization (PPO)
and pays fees comparable to those paid by Medicare.
The ultimate goal of the BRTF is to provide health care for the 40,000 uninsured in San Mateo
County. It is anticipated that the ongoing program cost will be $100 million annually. There is
currently no guaranteed funding source beyond the three-year State grant, which supports the
San Mateo ACE Program. To cover a portion of the future costs, the BRTF recommends that
enrollees pay from $0 to $100/month, depending on income, as an individual contribution to
coverage. Assuming that the average enrollee pays $50/month, 40,000 enrollees would
contribute $24 million annually; an additional $76 million would still be needed to meet the
program’s projected $100 million budget. The BRTF believes a potential source of such funding
could be the non-profit private hospitals and health care districts.
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Investigation
The Civil Grand Jury interviewed representatives from the Blue Ribbon Task Force, Peninsula
Health Care District (PHCD), Sequoia Healthcare District (SHD), Health Plan of San Mateo
(HPSM), Health Management Associates (HMA), Local Agency Formation Commission
(LAFCO), and members of the San Mateo County Board of Supervisors. The Grand Jury also
reviewed documents provided by these organizations and documents from outside sources.

Findings
The Grand Jury finds that:
1)

The Blue Ribbon Task Force has recommended that all current County-sponsored
programs for uninsured adults, such as WELL and ACE, be consolidated into the San
Mateo ACE Program.

2)

A yearly expenditure of approximately $100 million will be needed to meet all of the
goals set out by the BRTF, which includes funding that the County will continue to direct
to meeting the healthcare needs of the indigent. The County, the Health Plan of San
Mateo and Ravenswood Family Health Center competed to receive a State funding award
of $7.5 million per year for three years that has enabled the launch of the Blue Ribbon
Task Force Pilot Program, called San Mateo ACE. Other new funding sources have not
yet been determined.

3)

The Blue Ribbon Task Force’s proposed funding structure is built on a principle of
shared responsibility among individuals, employers and the community. Explored
sources include:
•
•
•

4)

The Blue Ribbon Task Force has also analyzed funding sources that require voter
approval:
•
•
•

5)

increased contributions from the county’s private non-profit hospitals
contributions from the two health care districts
monthly payment by enrollees

tax or fee on employers
sales tax increase
parcel tax

The six private non-profit hospitals in San Mateo County (Kaiser-Permanente Redwood
City and South San Francisco, Seton Daly City and Moss Beach, Mills Peninsula
Burlingame, Sequoia Hospital Redwood City) participate in HPSM and play different
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roles in serving the uninsured. Non-profit hospitals are required by IRS code Section
501(c)(3) to provide “community benefit” in order to retain their tax-exempt status. In
July 2007, the IRS noted that: “The lack of consistency or uniformity in classifying and
reporting uncompensated care and various types of community benefit often makes it
difficult to assess whether a hospital is in compliance with current law.” 8
6)

The County’s health care needs are also served by another private non-profit
organization: Palo Alto Medical Foundation (PAMF), which currently operates clinics in
Redwood City and Redwood Shores, has committed to building a new campus in San
Carlos. PAMF already provides some care for HPSM members.

7)

By March 2008, two private providers had agreed to support the BRTF plan by
increasing care for HPSM members:
•
•

Kaiser had agreed to accept up to 360 pregnancies per year for prenatal care and
delivery at Kaiser Redwood City.
PAMF had agreed to increase its quota from 500 to 1,500 patients.

8)

Additionally, San Mateo County has two health care districts, Peninsula Health Care
District (PHCD) and Sequoia Healthcare District (SHD). PHCD receives approximately
$3.8 million annually, and SHD receives approximately $6.9 million from property tax
monies. PHCD has approximately $34 million in reserves and SHD has approximately
$69 million in reserves. 9 These two health care districts have distributed a percentage of
their annual tax income through their grant process, which is not coordinated with any
other health care plan or organization. There is now a countywide program (San Mateo
ACE) through which distribution of these tax monies could be coordinated rather than
continuing with the current ad hoc method of distribution by grants.

9)

While HPSM has been able to recruit enough providers for its current membership, some
access gaps exist. HPSM has been paying these providers at or above Medi-Cal rates. 10
HPSM is concerned that a reduction of state and federal funding may impair its ability to
continue paying its current rates and/or attract new providers, which would be necessary
to achieve coverage expansion.

10) By May 2008, enrollment of more than 3,000 patients in the San Mateo ACE pilot
program had exceeded the target of 2,100. The Blue Ribbon Task Force will regularly
review the effects of the San Mateo ACE program.
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Conclusions
The Grand Jury commends the County Board of Supervisors and its Blue Ribbon Task Force for
their efforts to plan and design health care coverage for the uninsured adults in San Mateo
County. The BRTF has developed an ambitious, comprehensive, and well researched approach
to provide health care to the County’s uninsured adults.
The Grand Jury concludes that the BRTF has identified potential funding sources to cover the
estimated $100 million annual cost of their plan, but has no firm commitments for funding.
However, if all of the hospitals and health care district’s participants adopt the BRTF’s
recommendations, if enrolled patients contribute up to $100/month for their coverage, and if
grant distributions are used to meet the goals of the BRTF, a significant portion of the needed
funds can be realized. The Board of Supervisors could also go to the voters for an increase in
sales and/or parcel taxes for additional funding.
The availability of providers is of concern if HPSM cannot continue to pay fees at current levels.

Recommendations
The San Mateo County Civil Grand Jury recommends that the:
1.

San Mateo County Board of Supervisors encourage the Health Plan of San Mateo to:
•
•

2.

Continue to pay fees at current levels in order to retain and attract providers. If funds
are limited, consider paying higher rates to providers in critically needed specialties.
Use all available options (County resolution, support of state and federal legislation) to
encourage the six private non-profit hospitals in San Mateo County (Kaiser-Permanente
Redwood City and South San Francisco, Seton Daly City and Moss Beach, Mills
Peninsula Burlingame, Sequoia Hospital Redwood City) to give significant and
ongoing financial contribution and operational support to the San Mateo Access and
Care for Everyone Program.

Sequoia Healthcare District and Peninsula Health Care District:
•
•

Enter into a formal agreement to support the San Mateo Access and Care for Everyone
Program.
Re-evaluate the need for substantial financial reserves, since the health care districts no
longer have hospitals to manage or maintain.
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APPENDIX: Information Sources
Blue Ribbon Task Force Website:
http://www.co.sanmateo.ca.us/smc/department/home/0,,1954_5352214_779075443,00.html
Health Plan of San Mateo website:
http://www.hpsm.org/
Health Care Management Associates, Assessment of Strategic Priorities for San Mateo Health
Services, January 2, 2008
http://www.co.sanmateo.ca.us/vgn/images/portal/cit_609/19/40/1254436701hlth_mgt_assoc_rep
ort_2008.pdf
Palo Alto Medical Foundation website:
http://www.pamf.org/home.cfm
The Wall Street Journal, Friday, April 4, 2008, Vol. CCLI NO. 79, “Nonprofit Hospitals, Once
For the Poor, Strike It Rich”, John Carreyrou and Barbara Martinez
CA State Health and Safety Code Statues
§127300-127365
§128740
Resolution No. 1003, Resolution of the Local Agency Formation Commission of the County of
San Mateo Making Determinations Pursuant To Government Code Sections 56430 and 56425
And Amending The Spheres Of Influence Of The Peninsula Health Care District And Sequoia
Health Care District, May 16, 2007.
Report & Recommended Determinations-Municipal Service Review and Sphere of Influence
Review Sequoia & Peninsula Health Care Districts; Martha Poyatos, Executive Officer; May 4,
2007.
2006-2007 San Mateo County Grand Jury; Indigent Health Care In San Mateo County;
http://www.sanmateocourt.org/grandjury/2006/reports/IndigentHlthCareinSMC
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COUNTY OF SAN MATEO
Inter-Departmental Correspondence
County Manager’s Office
DATE:
BOARD MEETING DATE:
SPECIAL NOTICE:
VOTE REQUIRED:
TO:

Honorable Board of Supervisors

FROM:

John L. Maltbie, County Manager

SUBJECT:

2007-08 Grand Jury Response

August 28, 2008
September 16, 2008
None
None

RECOMMENDATION
Accept this report containing the County’s responses to the following 2007-08 Grand
Jury report: Funding Health Care for Uninsured Adults.
VISION ALIGNMENT:
Commitment: Responsive, effective and collaborative government.
Goal 20: Government decisions are based on careful consideration of future impact,
rather than temporary relief or immediate gain.
This activity contributes to the goal by ensuring that all Grand Jury findings and
recommendations are thoroughly reviewed by the appropriate County departments
and that when appropriate, process improvements are made to improve the quality
and efficiency of services provided to the public and other agencies.
DISCUSSION
The County is mandated to respond to the Grand Jury within 90 days from the date
that reports are filed with the County Clerk and Elected Officials are mandated to
respond within 60 days. To that end, attached is the County’s response to the Grand
Jury report on Funding Health Care for Uninsured Adults, issued on June 30, 2008.

San Mateo County Funding Health Care for Uninsured Adults
Findings:
Staff is in general agreement with the Grand Jury’s findings regarding the County
and Health Plan of San Mateo (HPSM). However, as outlined below, the County and
HPSM’s resources are influenced by Federal and State action, which affect issues
such as provider reimbursement levels.
Recommendations:
1. The Board of Supervisors should encourage the Health Plan of San Mateo
to:
A. Continue to pay fees at current levels in order to retain and attract
providers. If funds are limited, consider paying higher rates to providers
in critically needed specialties.
Response: Concur. The Health Plan of San Mateo (HPSM), which includes
two members of the Board of Supervisors, as part of its governing
commission, consistently reviews provider reimbursement levels. HPSM is
committed to sustaining provider reimbursement levels to attract and retain
providers, in order to ensure appropriate access to healthcare. HPSM has
also implemented a robust “Pay for Performance” program that provides
incentives for providers to deliver evidence-based services that enhance and
promote healthcare quality.
HPSM also considers varying payment
arrangements for specific areas of client need. HPSM will continue to
consider differential reimbursement and other incentives it can provide to
encourage participation of critically needed specialties.
Because HPSM resources derive from a mix of federal, state and local
funding, it is not always able to maintain payment levels when the State or
Federal government passes on reductions in provider payment to HPSM.
B. Use all available options (County resolution, support of state and federal
legislation) to encourage the six private non-profit hospitals in San
Mateo County (Kaiser-Permanente Redwood City and South San
Francisco, Seton Daly City and Moss Beach, Mills Peninsula
Burlingame, Sequoia Hospital Redwood City) to give significant and
ongoing financial contribution and operational support to the San Mateo
Access and Care for Everyone (ACE) Program.
Response: Concur. The County and HPSM are engaged in Health System
Redesign initiative that includes engagement of the six nonprofit hospitals in
supporting the healthcare needs of the ACE and broader underserved
populations. Our initial steps in the development of a “Community Health
Network for the Underserved” (CHNU) that includes targeted roles for every

nonprofit hospital in San Mateo County in meeting the needs of the publicly
insured and uninsured populations have been well received. The overall goal
for the CHNU is to meet the needs of San Mateo County’s underserved
population with roles that maximize the effectiveness of each delivery system
partner and best direct the community’s local tax resources devoted to
healthcare. Through the development of the CHNU during the 2008-09 fiscal
year, the County and HPSM will be better positioned to support underserved
populations covered by ACE, Medi-Cal, WELL, Healthy Families, Healthy
Kids, and the uninsured.

