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TALLY — WHERE THE STATES STAND

STATES WITH CHARITY CARE LAWS

10 STATES

FLORIDA
INDIANA
OHIO
MAINE
NEW HAMPSHIRE
NEW JERSEY
NEW MEXICO
VIRGINIA
WASHINGTON
WISCONSIN

STATES WITH COMMUNITY BENEFIT LAWS
13 STATES
ITALICS=LAW CONTAINS CHARITY CARE REQUIRMENTS

CALIFORNIA
GEORGIA
IDAHO
INDIANA
MASSACHUSETTS
MINNESOTA
NEW HAMPSHIRE
NEW YORK
PENNSYLVANIA
RHODE ISLAND
TEXAS
UTAH
WEST VIRGINIA

STATES WITH UNCOMPENSATED CARE POOLS
6 states

FLORIDA, MASSACHUSETTS
NEW JERSEY, NEW YORK
OHIO, VIRGINIA



STATE OF THE STATES’ CHARITY CARE LAWS
CONTENTS

Map: The United States, States with Charity Care and Community Benefit Laws

Tally — Where the States Stand

EXeCutive SUMMATY. ..o ovieiinnei it i b a b et r e anrrens 1
Introduction, Methodology and Overview..............c.ooiiiiiiniininiiiini e, 3
Chart — U.S. States with Charity Care and Community Benefit Laws............... 10-11
States’ Summaries and Charts. ... i e 12-46

Sixteen States with Charity Care Guidelines in Law:

Florida, Georgia, Indiana, Maine, Massachusetts, Minnesota, New Hampshire,
New Jersey, New Mexico, New York, Ohio, Rhode Island, Texas, Virginia,
Washington, Wisconsin

States” Community Benefit Charts...........c.oociiiiiiiiiiiniii e 47-58
Five States with Community Benefit Laws:
California, Idaho, Pennsylvania, Utah, West Virginia
Charts by Community Catalyst, Boston, MA

Appendix: Oregon: A Non-Statutory Solution.................oone. 59-61

Oregon Summary and Chart



STATE OF THE STATES’ CHARITY CARE LAWS
By Rachael Kagan and Mauriah Conway
Petris Center, UC Berkeley
September 2001

DRAFT — Not for duplication or publication

EXECUTIVE SUMMARY

The State of the States” Charity Care Laws is a report by the Nicholas C. Petris
Center on Health Care Markets and Consumer Welfare, at the University of California,
Berkeley, School of Public Health. It has been developed to enhance the deliberations at
an October 15, 2001 conference on hospital charity care convened by the Petris Center
and co-sponsored by the California Program on Access to Care. The authors, Rachael
Kagan, Petris Center Publications Director, and Mauriah Conway, California Attorney
General’s Office Intern, created this report in the hopes that it would serve as a useful
tool to those interested in how various states across the country have dealt with the issue
of hospital charity care.

The study represents the first comprehensive statutory search of legislation
focused on hospital charity care -- medical care delivered to patients who are unable to
pay. We now know that 21 states nationwide have laws that address this practice.

Of those, just 10 states have chosen to zero in on charity care as the sole subject
of legislation. Another 11 states contain their rules primarily in community benefit laws.
These measures encompass the broader topic of how hospitals contribute to the
communities they serve - through education and prevention programs, school clinics,
free health screenings, mobile immunization vans and charity care services, to name a
few examples. The extent to which a community benefit law prescribes or regulates
charity care delivery differs from state to state. Two states — Indiana and New Hampshire
— have both a charity care and a community benefit law on their books.

California stands poised to become the third. Typically seen as a bell weather
state in health care matters, California has not yet moved toward charity care regulations
for its hospitals — public or private. Currently among the states with community benefit
laws, California’s 1994 version (SB 697) makes no rules about the level, amount or type
of charity care hospitals should provide, requiring only that these institutions report their
charity care activity annually. Whether further standards are adopted, and if that happens
through legislation, is the subject of much debate and discussion in the state today. This
talk is spurred by recent legislation (AB 2276) that instructed the Attorney General to
devise a plan to enable the state to evaluate whether it should develop charity care
standards. The moment of decision is quickly approaching.

Charity care has traditionally been the role of nonprofit, and more recently, public
and teaching hospitals. Thus it is typically private nonprofit hospitals that become the
subjects of scrutiny and sometimes regulation and legislation governing their behavior.
Of course, any hospital - be it for-profit, non-profit, public or private — can certainly be
faced with, and provide care to indigent patients (and, indeed federal law requires that no



one be tumed away from an emergency room). But the historic mission of nonprofit
hospitals, often grounded in religious charitable efforts, as well as their tax-exempt status,
fuels the conviction that this job falls appropriately at their doorstep. For public hospitals,
there is no question that patients who are poor and uninsured will be treated — this is the
medical safety net. But they cannot sustain the burden alone, especially in this era when
the uninsured population is expanding and health care prices are back on the rise.

Throughout the country, the laws on charity care differ in many respects. Some
cover only nonprofit hospitals, others all hospitals. Some even include other providers
such as clinics, nursing homes and health plans. And, wherever charity care is addressed
— in community benefit or charity care law — the remedies to the problem of hospitals’
ability and willingness to deliver free care to patients who cannot pay also vary greatly.
The only common thread is that all require hospitals to report the charity care they
deliver. From there, the approaches diverge down several paths. It is not clear where
California would fit in to the spectrum should it seek to create new law in this area.

Texas, for instance, has imposed strict, accounting-based rules; Rhode Island
established statewide standards; while Wisconsin has set only reporting requirements.

Six states have established uncompensated care pools, providing a method of
reimbursing hospitals for charity care delivered. These pools sometimes extend to relief
from bad debt and the shortfalls of payments by Medicare and/or Medicaid.

In addition, 11 states have built into their laws penalties for hospitals that do not
abide by the rules. These range from fines or disqualification from the pool, to loss of
licensure. Somewhat surprisingly, the cancellation or reexamination of tax-exempt status
for nonprofit hospitals is not a common approach.’

Ten states have established eligibility thresholds for charity care patients, based
on the federal poverty guidelines. Two states also provide statewide charity care
applications, and two others set specific charity care standards hospitals must meet. On
the other hand, six states leave it up to the hospitals to come up with their own policies,
though they are required to do so.

! There appears to be more attention to tax-exemption at the federal level. An Internal Revenue Service
Field Memo released in March 2001 states that a nonprofit hospital’s policies to provide care to indigent
persons regardless of their ability to pay do not alone satisfy the charity care requirement of the community
benefit standard, unless the hospital can show that care is actually provided. “The hospital must
demonstrate that its policies actually result in significant health care services to the poor.” IRSFSA 2001
18030 (5 Feb. 2001)
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INTRODUCTION, METHODOLOGY and OVERVIEW

The following study of state charity care legislation was undertaken partly in an
effort to assist California policy makers, the Legislature and Attorney General with a
current directive to evaluate whether the state should enact charity care standards. In
2000 Governor Gray Davis signed AB2276, by Assemblyman Gil Cedillo (D-Los
Angeles), into law. That set into motion the process we find ourselves a part of today.
The measure required the Attorney General to create a plan to study the issue of charity
care, in order to decide if California should develop regulation in this area. Attorney
General Bill Lockyer completed the plan in March 2001, and it now rests with the
Legislature. At this time, we do not know if its members will adopt all or part of the plan,
decide to fund the research it entails, or take action based on the results. We do know,
however, that this issue is very much on the minds of not only elected officials, but also
policy makers, researchers, industry representatives, advocates and hospital
administrators throughout the state.

One guestion, raised in the AG’s memo to the Legislature on this issue
(“Evaluating the Need for Additional Charity Care or Community Benefit Standards in
California,” March 2001), regarded the progress that other states had made in tackling
charity care. The report that follows seeks to answer that question.

Across the country, 21 states have adopted charity care or community benefit
laws that govemn the behavior of hospitals toward indigent and low-income patients.
We found 13 states with community benefit laws, six of which provide specific charity
care guidelines as well. In addition, 10 states have created distinct charity care laws.
Two states — Indiana and New Hampshire — have both a charity care and a community
benefit law. California, if it so chooses, may become the third.

METHODOLOGY

Information for The State of the States” Charity Care Laws report was gathered
over a two-month period, from June to August 2001, by Mauriah Conway, a student at
New York Law School who was serving a summer internship at the California Attorney
General’s office in Sacramento. Conway worked under the supervision of Tricia Wynne,
Special Assistant Attormey General; Patrick Johnston, policy consultant to the Attomey
General and former California State Senator from Stockton; and Rachael Kagan, Petris
Center Publications Director.



Conway’s assignment was to come up with an accurate tally of states that had
passed laws on charity care, so she confined her research to statutory information only.
First, she used a Lexis-Nexis search technique to look for statutes concerntng charity care
in all 50 states. She supplemented that information with the work of Community Catalyst,
an organization in Boston, MA that has made a comprehensive study of the commumty
benefit laws across the country, many of which also govern charity care dehvery When
questions arose, Conway contacted officials within the appropriate state govemment.

With raw material in hand, Conway and Kagan then developed a format for a
chart and summary of 16 states’ laws that would provide essential information in a quick,
easy to read format. Information on an additional five states is also provided here, using
the charts prepared by Community Catalyst. Those five states — California, Idaho,
Pennsylvania, Utah and West Virginia — are not included in our analysis, however, as our
research did not uncover a specific attention to charity care in their community benefit
laws.? Information on the state of Oregon’s efforts appears in the appendix to this report.
Though Oregon has not passed a charity care law, its state hospital association issued a
directive on charity care earlier this year. We summarize that action, as an example of a
non-statutory approach to this problem.

Of the 16 states we studied, we chose eight for closer scrutiny, because we
thought their laws might be instructive to California’s deliberations. These states are:
Massachusetts, New Hampshire, New Jersey, New York, Ohio, Rhode Island, Texas and
Washington. In those cases, Conway made phone calls to officials in the state regulatory
agency that oversaw the law, to inquire a bit more about its background and
implementation. After further inquiry, it seems that the comprehensive approaches of
Washington, Rhode Island, Texas and Massachusetts stand out among the states, and
Californians may well want to examine these efforts with an eye toward our own.

OVERVIEW

The issue of charity care is bound up with several others currently under
exarnination by the hospital industry, policy makers, regulators and advocates alike.
Charity care, or free medical care given to patients unable to pay, is a crucial service that
hospitals provide. It is further seen as one of many types of community benefits that non-
profit hospitals bestow upon the people and communities they serve. These benefits also
include such innovations as prevention and education programs, health screenings,

? Other sources, such as a May 2001 letter on charity care laws prepared by attomey Robert Rubin, of
McDonough, Holland & Allen in Sacramento, for John Rosskopf, legal counsel to the California Office of
Statewide Health Planning and Development and staff to the Attorney General’s Charity Health Care Task
Force Subcommittee on Quantifying Charity Care; and a 1995 report on community benefit laws,
“Community Benefit Law and California Hospitals: Opportunities and Challenges of SB 697,” by Kevin
Barnett of the Public Health Institute in Berkeley, were also plumbed for information,

¥ We welcome the input of readers who may know more about these laws than we were able to discover
within a two-month timeframe.



