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Testimony of Finance Information Systems and Audit
Committee HHSC Corporate Board of Directors

Thank you for the opportunity to present information as a
representative of the HHSC Corporate Board, and more
particularly, as Chair of the Board’s Finance Information Systems
and Audit Committee (FISAC). The following has been approved
by this committee.

1. The FISAC committee believes that the passage of this
emergency bill to make up the unbudgeted cash flow deficit
and get accounts payable in control is the most critical issue
facing HHSC at present. This is needed to allow HHSC to
operate over the next 6 months. We are assuming that the
funding which this bill proposes will be supplemented by an
operating loan which is being negotiated by Maui Memorial
Medical Center and the Maui Region. In the unlikely event
that this loan does not close then the funding from this EA
will need to be increased by the amount of the proposed
ioan of $11 million. In making the request for this funding the
FISAC commitiee of HHSC is completely aware of its
undertaking to the Administration and the Legislature to
propose a new Strategic Plan for the corporation that will
move us to improved fiscal control of operations and to
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optimize the impact of the System Restructure enacted by law in 2007. We
recognize that the necessary changes will take time and that funding to
allow operations to coniinue in the meantime is urgently required.

. We wish to address with you our current assessment of the overall
position and to get what we see as the critical issues on the table.

. First we need to briefly cover the issue of how we view our role, which we
take very seriously and believe is critical to the survival of HHSC.

We have had many meetings as a committee since our appointment in
November. In addition we have also had a significant amount of
involvement in briefings, email and telephone discussion, and regional and
corporate meetings and activities. It is fair fo say we are alarmed at the
critical financial situation in which we are now involved. While we want to
say that we cannot accept any responsibility/accountability for the past
activities except that ‘blame’ has to be accepted by ALL in Hawaii who
have allowed the current structure and system to develop and decline. We
are not attempting to assess blame as we can not effectively do this, and it
would not be a fruitful exercise anyway. Suffice to say we have a structure
and system that is currently not fitting the expected service and economic
design and has not for some time. In fact it is very much a “square peg”
situation that does not work and cannot work as it is. We see the situation
as very serious and challenging but we do accept that it is our
responsibility to propose ways in which it can be significanily improved.
This will take time but the committee, as part of the Board of HHSC, is
prepared to tackle it on the condition and assumption that we will have the
strong support of both the legislature and the administration in this task.
We have the assurance from HHSC Senior management that we have
their support.

. We have had both open and “Executive” sessions with the External
Auditor Deloitte & Touche and have their assurance (which we accept)
that there is no reason to believe that any of the financial reports are not
reasonably representing the situation. We have some concerns about the
resources for effective financial control (and they do as well) but to the
extent of the reports currently available we accept that they are correct.
We accept that there has been criticism of the recent use of only one Audit
firm for the Corporation and it is our intent to encourage a change through
the ‘aggressive’ use of the RFP process for this role.

. We do believe that there is a problem which has been variously described
as “communication”, lack of transparency”, “lack of information”, which we
think are merely symptoms of the real problem which is that the system
structure (i.e. a Quasi State Department supposedly acting as a Private
Business) has not fitted either the State or a Private Business model and
is thus just a hybrid that uncomfortably tries to fill the State Health Care




role. It has all of the State Department restrictions, rules and limitations

that tend to restrict productivity incentives and thus profit possibilities. The
system has no effective Strategic Plan (and certainly not one that has o
been approved by the Leg or the Administration), and thus it is always

difficult or impossible to judge what is/is not being achieved in the already
difficult and changing world of health care. This leads us to identify some

of the areas of greatest concerns and where the system ‘misfit’ is most

apparent.

These are...... (not in any priority order)

a. Salary Structure which is significantly higher than other State
systems (and thus a great focus for its detractors) and yet it is well
below national or other Hawaii Health Care comparatives. In fact
the 2007 (independent) Mercer survey recommends a minimum
10% raise across the board which, given the financial situation, is
obviously unacceptable. However we are recommending to the
board that a careful and in depth review of this structure relative to
the aims of a Strategic Plan be undertaken.

b. The implications of a mainly (Government Employee union
workforce. “Local knowledge” suggests, and an external (audit firm)
review confirms, that in general the low productivity and no
incentive structure has a significant limitation and major cost to the
system. The vast majority of what are normally ‘hourly paid’
workers are regarded as ‘salaried’ (even though they qualify for
overtime) and thus subject to extensive paid time off in a system
which leaves itself open to abuse.

¢. Hospital Assets. These are generally old, mainly in poor condition,
and, as part of the ‘sugar legacy’ largely located in the wrong areas.

d. Reimbursements. Medicare, Medicaid, and private insurers
inadequately reimburse for services rendered. We believe that this
aspect of the operations requires a great deal more focus from both
an internal control viewpoint and externally to change the system. It
is apparent that this current situation puts HHSC in particular (and
Hawaii in general) at a significant (impossible) disadvantage. In
short, somebody has to pay the increasing costs of Healthcare and
HHSC and Hawaii are starting out well behind!

e. Focus. A review of the salary structure clearly confirms an
assessment of the auditor that there is a lack of focus on Financial
control and a shortage of effective resources to handle this. We
have to believe that more focus and control in this area will
significantly improve (d) above.




6. We do believe that the New Corporate Board and Regional Board
structure that the legislature passed last year and the administration
supported will lead to changes in the Corporate and Regional structures
that will enhance operations. This will not happen quickly but it will happen
with pressure from the Corporate board which we will undertake to
maintain. The Strategic Planning Process has started and we will ensure
that this is treated as a matter of exireme urgency so that a Plan is
completed and approved ahead of our original (mid year) schedule.

7. As a start to this process we (FISAC Committee) have asked the HHSC
Executive to require the Regional CEO’s and the Corporate management
to come up with their individual priority lists and actions to improve cash
flow in the short term (6 months). This exercise has been completed and
this committee, through the Internal Auditor and the Executive will be
tracking progress against this plan and seeking further improvements in
cash flow as we move along.

8. As above the Strategic Planning Process at a corporate level is underway
and this will also allow Regional Boards to undertake Plans for their
individual Regions. This committee and the Corporate Board strongly
believes that the new regional System must take control and quickly to
optimize its impact.

This is our position assessment at present. We do not have the answers but
we are undertaking and working to get them and we do intend to completely
involve all of the key players in this exercise. (Legislature, Administration,
Regions, and Unions) In the meantime the emergency funding position is
critical and we seek your support for this measure to allow us to move into a
better future.

We request a swift passage of this emergency appropriation measure. Thank
you.

Finance Information Systems and Audit Committee:
Rick Vidgen, Chair

Barry Mizuno

Barry Taniguchi

Avery Chumbley

Ray Ono

Roger Godfrey
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Testimony Supporting HB 3161
Making an Emergency Appropriation to the Hawaii Health Systems Corporation

Norman Akita, Chair .
~ Kauai Regional System Board of Directors, HHSC

Good afternoon Chair Ige and Members of the Senate Committee on Health. I am Norman Akita,
Chair of the Kauai Regional System Board of Directors. The Kauai Regional System Board of
Directors was established in November 2007, pursuant to Legislative mandate in 2007. We are in the
early stages of understanding the system-wide and regional organization, structure and operations, and
are becoming oriented with our responsibilities in a newly authorized governance structure. Although
very recently established, we have been apprised of the serious financial situation of the HHSC
facilities and regions system-wide.

Thank you for this opportunity to offer support for HB 3161 Making an emergency appropriation to
the Hawaii Health Systems Corporation (HHSC). The purpose of this measure is to pay current,
essential vendors, reduce account payable days, and allow operation and provision of current levels of
service in HHSC facilities.

The Kauai Regional System Board is dedicated to enhanced community-based governance for the
Kanai Region in the State’s healthcare safety-net system of acute, long-term care and rural community
services and will support the development and advancement of its regional facilities in meeting
community-wide needs. We are committed to efforts that will allow our facilities to continue to
provide access to essential healthcare in the communities we serve.

We respectfully request your support and urgent passage of HB 3161. Thank you.
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Vincent Lee, FACHE
Oahu Region CEO

Thank you for this opportunity to support HB 3161 Making an Emergency Appropriation to the
Hawaii Health Systems Corporation (HHSC). The purpose of this measure is to pay current,
essential vendors, reduce account payable days, and allow the continuation of operation and
provision of current levels of service in HHSC facilities.

Healthcare throughout the USA and Hawaii is in crisis, healthcare in Hawaii has major unique
problems, and pubic health care providers are taking on more and more of the burden of rising
costs and inadequate reimbursements. HHSC faces the healthcare challenges and is in an urgent
situation having reached a point of unprecedented financial deficit and is seeking an emergency
appropriation.

QOahu Region includes Leahi Hospital and Maluhia which are acute and long-term care facilities
in Honolulu. The Oahu region facilities continue to be challenged with rising costs of providing
healthcare and inadequate reimbursements while serving individuals who are insured and
uninsured. As a state authorized safety-net hospital system we are accessible to all, regardless of
ability to pay for care and must rely on private insurance and public program reimbursements
that are increasingly inadequate, and on state supplemental funding for those who cannot afford
to pay for care.

The Hawaii Health Systems corporation facilities have a tremendous impact on the public, in
acute, long-term care and rural health care and HHSC would be unable to sustain services at
current levels without additional funding.

We respectfully request your support and passage of HB 3161. Thank you.
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Testimony Supporting HB 3161
Making an Emergency Appropriation to the Hawaii Health Systems Corporation

Ronald Schurra
East Hawaii Region Chief Executive Officer

Good afternoon Chair Ige and members of the Senate Committee on Health. | am
Ronald Schurra, CEO of the East Hawaii Region, serving rural communities on the Big
Island of Hawaii in Hilo, Hamakua and Ka'u.

Thank you for this opportunity to support HB 3161 Making an Emergency Appropriation
to the Hawaii Health Systems Corporation (HHSC). The purpose of this measure is to
pay current, essential vendors, reduce account payable days, and allow operation and
provision of current levels of service in HHSC facilities.

Healthcare throughout the USA and Hawaii is in crisis as public heath care providers
take on more and more of the burden of rising costs and inadequate reimbursements.
Hawaii Health Systems Corporation is facing this challenge and is seeking an
emergency appropriation.

The emergency appropriation will allow HHSC facilities to continue to provide the levels
of services necessary to meet community health needs. Services of the safety-net
hospital system have a tremendous impact on the public, in acute, long-term care and
rural health care and HHSC would be unable to sustain services at current levels
without additional funding. The situation is serious, we are experiencing difficulty with
paying vendors for supplies, and are stressed for funds among regions in the system.
The East Hawaii Regional facilities include Hilo Medical Center (HMC), Hale Ho'ola
Hamakua and Ka'u Hospital; HMIC and Hale Ho'ola Hamakua are particularly in serious
condition requiring emergency appropriation.

We respectfully request your support and urgent passage of HB 3161 making an
emergency appropriation to the Hawaii Health Systems Corporation. Thank you.

1190 Waianuenue Ave. Hilo, Hawai'i 96720-2020
Phn: 808-974-4700 Fax: 808-974-4746

Hawaii Health Systems Corporation
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East Hawaii Region Board of Directors
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Making an Emergency Appropriation to the Hawaii Health Systems
Corporation

Robert Irvine, M. D.
Chair, East Hawalii Regional Board of Directors
Hawaii Health Systems Corporation

Dear Honorable Chair Ige and Members of the Senate Committee on Health:
Thank you for this opporiunity o offer support on HB 3161.

The East Hawaii Regional Board is newly formed and just getting our feet off the ground
but it is apparent that the HHSC emergency appropriation being considered must be
quickly passed if the HHSC facilities are 1o continue providing basic medical care for the
people of East Hawaii. Over the next ten months the Regional Board will try to discuss
and study and recommend ways to avoid repeated emergency requests for funding.

Your support and passage of HB 3161 is respectfully requested. Thank you.

Sincerely,
Robert Irvine, M.D.

1190 Waianuenue Ave. Hilo, Hawai'i 96720-2020
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The Senate
Twenty-Fourth Legislature
Regular Session of 2008

COMMITTEE ON HEALTH
COMMITTEE ON HUMAN SERVICES AND PUBLIC HOUSING
COMMITTEE ON COMMERCE, CONSUMER PROTECTION AND AFFORDABLE HOUSING

Hearing
Monday, March 10, 2008
2:45 p.m.

Testimony by: Ralph C. Boyea, Legislative Advocate, Hawai’i County Council

Testimony in favor of HB 3161 MAKING AN EMERGENCY APPROPRIATION TO THE
HAWAII HEALTH SYSTEMS CORPORATION

Chairperson Ige and Vice Chair Fukunaga
Chairperson Chun Oakland and Vice Chair hara
Chairperson Kokubun and Vice Chair Ige

and Honored Senators,

On behalf of the Hawai’i County Council, I urge you to pass House Bill 3161. House Bill 3161
appropriates general funds for fiscal year 2007-2008 to pay current, essential vendors, reduce
accounts payable, and allow operation and provision of current levels of service in the Hawai’i
Health Systems Corporation’s facilities.

Hawai’i County is larger, in land mass, than all of the other counties combined. The continued
operation of the five Hawai’i Health Systems Corporation hospitals on our island is essential in
providing the majority of our residents with emergency services and other hospital related
services. With the exception of the North Hawaii Hospital, the Hawai’i Health Systems
Corporation [HHSC] operates the only hospitals on our island.

HHSC provides essential services for insured and uninsured residents. Many of the uninsured
are unable to pay for these services. Some insurers barely cover the cost of services, while
others such as Medicare pay even less. Regardless of the ability to pay, the HHSC must provide
services to all. Until the problems of costs and reimbursements are resolved, the Legislature will
continue to be asked to “bail out” the HHSC as well as private “safety net” hospitals. HHSC
needs this appropriation now. Without this money, the health of Hawai’i’s residents will be
endangered.

We urge you to support HB 3161.
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Testimony Supporting HB 3161 Making an Emergency Appropriation to the
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Testimony By:
Thomas M. Driskill, Jr.
President & Chief Executive Officer

The Hawaii Health Systems Corporation (HHSC) strongly supports HB 3161 Making an
Emergency Appropriation to HHSC.

Due to external healthcare pressures beyond our control and our mandate to meet our safety net
mission for the State of Hawaii, HHSC is in the worst cash crisis we have experienced since the
corporation was formed. We are unable to pay many of our vendors within a reasonable time
frame. We desperately need an emergency infusion of cash in order to pay vendors and thus
continue to provide services to our communities. At several of our facilities, we are approaching
situations in which we may soon lose control of the operations of the facilities, because of
inability to pay vendors. Essentially, we will only be able to continue to fully operate the
facilities for as long as vendors will continue to provide goods and services without being paid in
a timely fashion.

The purpose of this FY08 Emergency Appropriation measure, in sync with the HHSC FY09
Supplemental request, is to pay current, essential vendors, thus reducing accounts payable days
and insure operation and provision of current levels of service in HHSC facilities thus affording
new HHSC Corporate and Regional Governance time to gain an understanding of this situation
and work with management leadership to develop a long range plan to reduce the operational
cost of HHSC while still providing essential healthcare services.

We have attached several references to underscore the urgency of the current crisis, including A
SPECIAL MESSAGE ‘FROM OUR CORP BOARD OF DIRECTORS’ TO LAWMAKERS:
“HHSC REQUIRES AN EMERGENCY APPROPRIATION™, and the original spreadsheet
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analysis indicating our need for an Emergency Appropriation of $25.4 million (attachment 1).
This initial projection was based on budgeted revenues, expenses, and cash flow projections for .
fiscal year 2008, but did not take into account the possibility of a $11 million commercial loan to
Mauni Memorial Medical Center, Subsequently, based on operations through November 2007,
updated calculations indicate cash flow shortfall for fiscal year 2008 could be worse than
previously forecast (please see updated spreadsheet analysis). In response to revised projections
and with oversight by HHSC Governance, our five regions and corporate office are taking strong
actions to improve cash flow now so that the emergency appropriation will still be adequate to
cover our urgent cash requirements remaining in fiscal year 2008,

Chart ‘FY 2008 Emergency Appropriation $25.4 Million By Region/Facility” shows the amounts
originally submitted for nine HHSC facilities. Although it appears likely now that the $11
million commercial loan for Maui Memorial Medical Center may indeed be forth coming, if that
loan does not materialize then the total need for HHSC in fiscal year 2008 would still be at $25.4
million. Any consideration for additional funding in this Emergency Appropriation would allow
Maui Memorial Medical Center to use their loan, or part of their loan, for immediate

implementation of the proposed open heart surgery program as opposed to use to offset current
operational cost.

It is important to note that of the $25.4 million total originally requested, almost all of it is just
for our three larger acute care facilities Maui Memorial Medical Center, Hilo Medical Center,
and Kona Community Hospital. The severe impacts of the several health care trends and crises
we already described in testimony before the Senate Committee on WAM/House Committee on
Finance have had a cumulative, increasingly detrimental impact on these three facilitics over the
last several years, The two charts attached indicate how the losses of these three facilities have
dramatically increased over the years compared to the relatively steady financial performance of
the smaller HHSC hospitals that have been converted to critical access hospital (CAH) status, so
that these facilities now receive full reimbursement for costs from Medicare and Medicaid
(attachment 2). However, these small rural hospitals now lose money not because of inadequate
government reimbursements for services rendered, but because commercial payers do not pay
the full costs of care provided.

We are compelled to advise the committee that, until something is done about the external and /
or internal financial pressures impacting MMMC and HMC and KCH, there will be ongoing
need for substantial, very likely increasing subsidies request from the state to continue to operate
these three facilities. Attached chart lists the $57 million FY09 Supplemental request HHSC
submitted to the administration but that, unfortunately, has not been included in the supplemental
budget request submitted to the legislature by the administration (attachment 3). This is a
curnulative amount that includes the $25.4 million originally requested as FY 08 Emergency
Appropriation. Our FY 09 Supplemental request can be reduced by the amount of FY 08
Emergency Appropriation funding HHSC receives inciuding consideration of the $1 1 million
Maui loan if indeed that transaction is ultimately culminated.

We respectively request most rapid possible action on this emergency appropriation to enable
continued operations of HHSC facilities and to prevent detrimental impacts on the communities
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we serve. In response to your additional EA and Supplemental consideration for HHSC, both
governance and management are committed to develop and return to the Administration and the

Legislature not later than June 30, 2008, a long term proposal to markedly reduce future requests ‘
for state support while still maintaining essential services to communities served by HHSC.

Attachments:

I - A SPECIAL MESSAGE TO LAWMAKERS: HHSC REQUIRES AN EMERGENCY
APPROPRIATION

CASH FLOW SURPLUS/(DEFICIT) BY FACILITY FISCAL YEAR 2008: FY 08
EMERGENCY APPROPRIATION = $25,442,000

CASH FLOW SURPLUS(DEFICIT) BY FACILITY FISCAL YEAR 2008: Projected A/P
@ 6/30/08 = $70,687,000

2 — Historical Operating Income (Loss) Trending, Fiscal Years 1998-2008 and Historical % of
Total Operating Loss, Fiscal Years 2001-2008

3 - FY 2009 $57 Million Supplemental Operating Budget Submission

4 - Article “Still worried about money”, Modern Healthcare, January 7, 2008
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Artachment |

A SPECIAL MESSAGE TO LAWMAKERS:

HHSC REQUIRES AN EMERGENCY APPROPRIATION

In the spring of 2007, the Hawail Health Systems Carporation, afler negotiation with the
Stale Budge! and Finance Department, presented a blennium budget for approval, which
had the support of the regional rmanagement and HHSC staff but which requirad that
significant revanue gains were achieved and that costs were held at the level that
existed at the time the budget was prepared. It was appraciated by all concerned that it
was an aggressive budgel.

In any event, the revenue gains were nol achleved (ses atfached chart) and a sertes of
unbudgeted costs had to be accommodated {see attached chart) and thus there is an
unbudgeted cash deficit in the current fiscal year,

HHSC and regional management have reacted by slowing payment to suppllers thus
bringing the accounts payable to an unacceptable tevel and putting basle supplies in
jeopardy {see attached chart), cost reductions to the axtent possible without reduction In
patlent care or patient safety and halding off alf possible expenditures. Howevaer, the
ability to manage these costs has now run cut and the cash situation for the arganization

has reached a crisis point, The cash delicit 1o gat accounts payable to an acceptable 30
days lavel is $25.4M.

The Legisiature, the Administration, and HHSC recognlzed this Issue in 2006 andg
through legislative action, supparted by HMSC and the Administration, a new board
structure was proposed, ptanned, and recently executed, The new Corporate and
Reglanal Boards helleve this strategic direction and structure will allow e system to
have both better control and simpler, lransparent reporting, thus allowing the
developmant of an optimum system thal would be batter able to respond to Hawaii's
healthcare needs. Howaver, it is appreciated by all Involved that this cccurs at a difficult
time Jor health carz in Hawall, the USA, and worldwide. This evolution {(of the new
systam) has commenced but it will take Ume.

In the meantime, Hawaii's public healthcare system, as directed and managed by
HHSC, requires an urgent injection of cash (325.4 million) to allow it to keep operating.
There may be some partial oplions as to the source of these funds (a.g., Maui Loan

propaosal), but the need is URGENT since the monay cannal come from opasating
ravenues,

HHSC management, as directed by the new Corporate and Regional Boards,
undertakes to complele by June 30, 2008, a Corporate Strategic Plan, which wi be
supported by respective regional plana and budgets. This plan will ba presented o the
Adminisiration and the Legisiature for review, comment, and approval. The Plan will
provide he means to measure resulls and aseess "successiailure.” It s apparent that
there may be areas where HHSC has imited ability to Infliance critical issues, but these
will be Identifled and possible approaches to change this will be proposed. Itis likely
ihat an “Intarim Strategic Plan” may need to be Implemented to provide clear direction

{or lhe naxt six months. At the same lime, HHSC is assessing its ability to develop this
as a malter of urgency.

1/18/2008



Hawaii Health Systems Corporation

Summary of Cash Shortfall

Aflter a review of the consolidated balance sheet, Income statement and cash flow statement,
we offer these comments for your consideration,

The problem with cash, or lacl thereof, existed at the end of the prior fiscal year, 6/30/07. At
that ime, Accounts Payable and Accrued Liabilities account on the balance sheethad a

balance of $56,805,000. Of the $56,805,000, Accounts Payable total was $32,293,000. Aging
of Accounts Payable was 75 days.

The cash problems were further exacerbated in the subsequent 4 months (through 10/31/07) by
a loss of $27.2 million. This loss exceeded budgst by $5 million,

Al the end of Navember, HHSC had received $53,612,232 general fund subsidy IN ADVANCE
of budget In order to pay down the $72.8 milflon balance of A/P and Accrued Expanses. After
pay-down, the balance In the A/P and Accrued Expense account at 10/31 was $47,052,000 and
aging reduced only slightly from that of June, 2007,

HHSC's projectad operating cash flow deficit of $48,184,000 indicates thera will be a need for
an additlonal cash Infusion of $25.4 milllon.

FY 2008 Emergency Appropriation $25.4 Miilion
By Region/Facility

+ Qahu Region: ! + East Hawaii Region: -
— Leahi $ 199,000 —~ HMC 3% 7,934,000
— Maluhia $ 482,000 - HHH -0-

+ Kanai Region; - Kau $ 6,000
- WKMC -0-  + West Hawaii Region:
- SMMH $ 214,000 - KCH $5347,000

+ Maui Region: ~ Kohala S 84,000
- MMMC $ 10,687,000
- Kula -0-
~Lanai 3 489,000
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HAWAI HEALTH SYSTEMS CORPORATION
CASH FLOW SURPLUSHDEFICIT} BY FACILITY
FISCAL YEAR 2008

HILO MAUI KONA KviH  HAMAKUA  XAU  KOHALA KULA LANAL LEAHI HMALUHIA _ SMMH  CORP TOTAJ:
Annual Gash Coilections (Bucgelea) 102176 138,829 51.809 26,482 7,696 3.860 4,031 45,020 1,989 15,160 12,025 14,400 500 394.758
DHS Duect Payinents 10 Hospllals 1953 2,181 1,500 1.47¢ &89 . 1.500
Payiolt Casis Reguirements (?2,791) {85,332) (37,475) (18,376) (6,326} {3,564} {3.496) {13.076) (2,026 {17.550) (14,165)  (10,15Q) (7,286) (261.57%)
rion-Payrol Caal Requiements (41,282} (69.748) {20,816 (13763 (2,580 {1851 ndaer (333 0500 2538 13235, (HIS)  [1098) [i8936H)
Onarating Cash Flaw Detioit i Q@2 (588 (S L2 Lam @98 __ngsy LGS (5057 @SS Se (A5 (401m4
Appioprabons from Si1e of Mawan 13,123 7,979 6,892 6,363 2031 1.386 200 1618 1460 §,310 45823 1.7 . 53612
Financing of Alii Community Cara 1308) (3931 161 187) 126) {14) {31 @3 168) {48) fC-} L R b {111}
Nuncaplwa} Financing Cash Flow Surplus 12,815 7,586 6731 §,276 2008 4,382 887 1575 1451 §252 4777 1675 - §2,412
Repaymonts an Caprlal Lease Ooligatons-Cuirent (2,038) {4,140) {2,261 .(702) 2) (164} (191} {827)  {104286)
Repayarnts on Capital Loase Opkgations-Future 4158} 2 {92 160} - . : . N {29 : : (518}
Capital and Relateu Cash Flow Deficit {2,187} #A417) 12,353) 1162) . - = - - - FEx)) {16%} {1913 927 (11,042}
Allccation of Carporate Office Cosls {2,251y {2872} 1,129 {836} {1931 {101} 97 315) {67} {425} {339 (308} 87173 H
Cash Flow Deflcit by Faciflty = f1572) 2973 {LRsp fral) £02 frl)] 14 71 {iti4) {258 f412) Q58] e B4
AP @ 6/30/0T 9,750 12,592 5,179 482 121 =] , 189 125 41 259 336 307 2,734 32,253
Rrojectad AP & 6730/0H 11,327 5,568 7.069 m — {481) 142 193 54 605 815 748 665 2,734 40,107
FY D8 Bugyetsd Non-Fayioll Expenses 41,282 58,351 20,551 13,762 s 1,652 1.328 3133 1415 3,838 3,232 5493 1,096 159,758
Drvutod by 365 —38 3% 2 365 388 465 /I A 35 365 385 385 305
FY 08 Buageled Nan.Payion Expiltay 113 163 a7 38 9 5 4 9 s it ] 15 3
Projected AP ¢} 30 Days @ 6/30/08 3393 4,878 1,722 1,13 264 136 190 258 116 316 268 451 90 13,730
FY 08 Emergency Appropriation — 2,934 AD,687 Eas7 - z & BA = 483 ki) PLvd 7 — 25,447
Anfival Cush Calfections (Budgetsd) 102176 139,629 51,800 26,482 769 3,860 4,03 15,020 1,880 15,360 12,025 14,400 500 394,759
Antwal Casli Golechions Pigjeced Based on } .
Colieclions Expenenca lrom Jul 1, §7 to Nov 3D, 07 54,142 134,208 46.907 23,592 6,763 4,244 4,608 16,589 2133 20,138 16,144 12,367 1,806 383,652
Poienllal £Y 08 Cash Cokuclions Sharttall {Surplus} 8,034 §421 4,883 2590 933 {384) N (1579 {183) {£,979) {4,118} 2,033 (1.306) 1,107
NOTE: Stiontails 1n collacilons could | HHSC requl foc EY 08 funding by up lo §11,107,000.
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HAWAI HEALTH SYSTEMS CORPORATION
CASH FLOW SURPLUSHDEFIGIT) BY FAGILITY
FISCAL YEAR 2008

HHSC
HiLO MAUI KONA KMt HAMAKLA KAY KOHALA  KuLA LANA! LEAHI MALUHLA  SKMH CORP TOTAL

Cash Collectrons (Budgeted 12:07-6:08) 59,346 75,358 31,300 165,236 4,488 2242 2401 B.764 1,945 8,835 7,025 BAGD 292 225,834
HRE Disect Payiments 1o Hospitais 230 111 618 590 216 3466
Payrok Casn Requaements (Budgetea 12/07-8/08) (43,0205 48,777y (21,975} (10.870) {3.690 2,079} (2.044) 7.626) {1,183} {10,415} (8,265} {5.915) (4,235} (£71,103)
Noa-Payrall Cash Requranients (Budgetod 1207-5/00) 124,358 {34,653) (12,616} j-Rekra) 41,508) 958 7680 {1827 875} J2.288) 925 2489 J=1] 94318;
Operating Cash Flow Deflcit L432 2450} 78741 2951 fraila] {48 jEi] {68 ik} 219 2243 4886 {4,683 [ElNbi]
wsenarsl I'unu Appropraiiuns from State of Hawan . - - - - - . - . - . . . -
Collecuva Bargaiming Funding 1413 1,770 700 33 122 72 81 285 45 88 291 188 62 8,732
Financmg of Alu Cornundy Care {188) 1229 {84} (511 (15) {8) i8] 1251 {5) (333 20 {25} - 260y
Noncapital Financing Gash Flow Sumles 1,233 1,541 608 262 107 K] 5 268 40 356 364 183 52 032 :
Repynients ou Lapiipl Leass Qargations-Curent {(1709) ¢ (2400} {1.447) ®27) - (989 (119 (305 16.,889)
Repuymanis on Capiloi Lease Obbgations-Fulute 192) 161 54 35 ~ — — - — 17} — p— — 355y
Capliat and Related Cash Flow Deficit 11.801) {2.567) 0495t 1663} - - - - - (471 £96) ILEE}] 4508 12.248)
Allacanun ot Corparate Olilee Costs {1,289) {1,644) 1674} [364) {110) 581 (5] {180} Rell} l244) 184) HT5} 5026 b !
Cath Flow Delicit ny Facuiity 18.383) 10524} a5 JRials] friv:1} {730 =392 L603) =842) {3485 2475 Ol — {380
AP @10 8,705 13,321 5,080 1,188 250 85 52 600 45 135 191 320 2,363 32,353

I Peofecied A/P @ 6130108 17,674 24,145 9,325 A903 258 875 444 1,208 957 3320 3,166 1.347 2,363 g0 | "
Prajucted AP (@ 30 Days & &20/08 3,303 4,878 1,722 1,1 254 138 109 258 116 316 266 451 S0 15,130

] Projectod Days In AP (3 6/30/08 (570,687K) 156 148 162 130 108 183 122 14 247 315 3sT 80 787 1861 l

NOTE;

Change 12 puyecton of accounts payable baaRes at 63008 15 due ta:

{11 FY 08 butgel anteipatad recenany $10M {rom Ihe siart of the Mayj Cardiovascular program. it does not appear that (his grogram will be able to be implemenied prior 1o the stari of fiscal year 2002

{2] FY 08 budgei antidpated tocaipl of the Wl $53.6M in general lund 2pproprations in cash, Wil HHEC having to pay back $T0M out of its FY 08 genesal fund appropratons o repay an advanca made to HHSC In Juna 2007, FY 08 projeciad cash 80w is short by

$10M,

{3] FY 00 operaling revenues through November 2007 have boen appeoximalely $11M behind budgal, which has h3d @ negative impact on cash collections througn November 2007 ang will conliciue 10 o felt through the rest of fiscal year 2008,
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Fiscal Years 1998-2008

Attachment 2
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projected impact of

Cardio Program for
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Attachment 3

)

" FY 2009 $57 1Mﬂhon'8uppfemen£éi 0perati‘ng Blidgét' -
Submission - Totals by Facility/Region

HMC:  §17,528 MNMC: $21,735 KCH:  §10,436
HHH: 443 KULA: 318 Kohala: 495

KA'U 358 LANA'T: 12

East HI: $18,329 Mani Region: §22,781 West HI Region: $11,131
WKMC: $1,684 LEAHL: § 975

SMMH: _1L078 MALUHIA: 1017

Kauai Region: § 2,762 Oahu Region: $ 1,992



EXECUTIVES - Melanie Evans

inancial challenges, such as rising

labor costs and bad debt, again

ranked as the top concern for hospi-

tal chief executive officers, according

to a yearly survey by the American College of

Healthcare Executives.

Providing care to uninsured patients—

which CEOs have listed among the top three

*challenges for the past three years—placed

secand, followed by hospitals’ relationships

with physicians, according to the survey
results, scheduled for release Jan. 7.

“Those three challenges ase really the same

challenge, in many ways,” said Frank Byrne,

president of St. Mary’s Hospital, 2 307-bed

POLITY - Jennifer Lubell

ospital industry lobbyists this

year are seeking to tie up the

loose ends that the Medicare

bill signed by the president in
late 2007 lefi dangling.

There are several moratoriums hospitals
want to see extended this year that could
affect the way they get paid under Medicaid
and for higher education, plus they want to
see a moratorium on physician-cwned
specialty hospirals put in place. Physicians, in
the meantime, didn't get everything they
wanted under the new law either; a 10%
Medicace pay cut to physicians expires on
July 1, leaving Congress to seek another
temporary solution before that deadline (See
related story, p. 32).

Still worried about money

Fiscal woes lead ACHE survey of execs’ concerns

hospital in Maison, Wis., owned by 55M
Health Care, “Really, these three qomeerny
are all related and they R TORC Tui (e « evi-
dence that the shelf le” of the _
natien's Nealfiedare inmcing i§ §
“reaching its expiration dale,” he
said, The current method of {38
healthicare Rnancing -~ fas been |2
strerched o 1t [t and Beyondo |
Care_for the uminsured and
poor payment from safety net pro- 8
grams_such as Medicaid sivain SN
hospitals, Byrne said, Hospitals

seek to recoup some of those losses Bym : Top coneents
Om privale InSrers, but its an are same challenge.

Looking for more changes
Lobbyists, docs find good, bad in new Medicare bill

The industry did win a few victories under
the new Jaw, which was pared down from
earlier versions in the interest of making it
veto-proof, For example, it contained a
measure that will aliow hospitals to recoup
more dollars for their inpatient rehabilitation
patients, and it extends several rural health
provisions meant to aid small, out-of-the-
way hospitals, Long-term acute-care hospitals
also got a reprieve from potential pay cuts
(Dec. 24/31, 2007, p. 8).

But there were a number of provisions in
the $4.6 billion package that didn’t make it
into the bill “that we'd like to see get some
attention this year,” said Richard Pollack,
executive vice president of the American
Hospitat Association.

Attachment 4

I
Healthoare

unsustainable solution, he said.

St. Mary'siasestoughly 36 cents for every dul-

lar it bills Medicaid, according to the hospita.

Melicaid tied with rising costs for staff and
supplies as the top issue contributing to execu-
tives’ financial anxiety among the hospital
(iOs polled by the Chicago-based ACHE.
‘e mail and fax poll, conducted in the Fall of
07, asked its 390 respondents 1o identify
speeilic concerns for each of the key issues hos-
pitaly face. Bad debt, or unpaid bills, ranked
second among the issues underlying
hospitals’ financial chadlenges, The
survey was sent to 1,080 rndomly
sclected ACHE members, with
response rate of 36%.

"Sucicty is turning hospitals into
1 salety wet,” said Thomas Dolan,
the ACTIE's president and CEQ.

L F!uspxl‘I'u.\"“"‘nuin“vis‘an‘x"fefyreE ccts
qy rage_and

uncertainty over how the federal
deficit could alfect tax-finenced

In particular, the AHA will pursue the
extension of a moratorium issued under the
{raq war supplemental package on a series of
Medicaid regulations that expires on May 25,

The stopgap measure among other things
prevents the CMS from implementing several
regulations, onie of which would eliminate
financial support for graduate medical
education payments under Medicaid.

On stopping the gradvate medical
education cuts, “we're going to pursue it as
aggressively as we can” in Congress this year,
said Dick Knapp, executive vice president of
the Association of American Medical
Colleges. The CMS estimates this measure
would generate a savings of $1.8 billion to the
federal government over five years, but it
would be money “laken directly out of
tezching hospitals,” Knapp said,

In addition, the AHA supports legishtion
that would place a moratorium on the CM§'
new Recovery Audit Contractor Program, as
well as other efforts o provide assistance to
rural hospitals, Poltack said, Recovery qudit

8 Modern Healthcare « January 7, 2008



BY THE MUNMBERS

he top three factors that hamper

E safety efforts cited by roughly
450 hospital chief executive

officers surveyed:

Sgurce: Aterican College of Healtheare Execulives

Not enough IT funding i«

Staff work around, rather
than fix, problems }

Employees uncomfortable
monitoring others’ work [

insurers Medicare and Medicaid, he said,

fueled joint ventues, as at St. Mary’s and

Dalan noted hospitals already struggle with
losses from lower-than-cost payments from

the public programs,

The American Hospital Association reported
hospitals lost $18.6 billion on Medicare and
$11.3 billion on Medicaid in 2006,

Dolan dismissed the notion that care for

the uninsured climbed in this year’s ranking
as a result of presidential candidates’ focus
on healthcare reform. Hospital executives
are far more aware than the candidates of
the ¢haltenges created by the nation’s unin-
sured, “They see the uninsured every day,”
he said.
__Meanwhile, tension between doctors and
hospitals has grown as the nation has sought
1o curb payments in an effort to blunt rising
healtheare spending, said Byrne, who is also
a physician.

That tension can put hospitals and physi-
cian_at odds as they vie over market share or

SSM;, which have two stich arrangements for
a clinic and bealth plan with Madison-based

- CEO CONCERNS

CEOQs, wher asked to name their top
three challenges in a survey,
produced the following results:

services, though in some markets it has

coniractors review Medicare claims to
identify improper payments to hospitals.
Contractors gei to keep a percentage of the
improper payments they collect from
providers, which the hospital lobby views as a
“bounty hunter” approach to auditing claims.

The new Medicare law also left outa
hospital-desired moratorium on physician-
owned specialty hospitals, “We will definitely
pursue that and other issues next year,”
Pollack said.

How successful lobbyists will be
in getting that moratorium,
however, is unclear. Jt's expected
that the AHA and Federation of v
American Haspitals “will come after |,
us again” on the specialty hospital [
moratorium, said Randy Fenninger,
Washington representative for the
physician-owned-hospital lobbying
group Physician Hosp:!als of

Financial challenges 70%
Care for the uninsured 38
Physician-hospital relations 35
Quality 33
Personnel shortages 30
Patlent safety 29
Governmental mandates 22
Patient satisfaction” 17
Capacity 11
St A 1 Collge of Heattheare Exacutives

dynamic in Washington hasn’t changed in
hospitals’ favor.

Physician-owned specialty hospitals have
been widely criticized by leaders of the Senate
Firance Committee and the AHA for “cream-
skimming” the healthiest patients, and because
they think physician ownership representsa
conflict of interest on matters of patient
referral. The American Medical Association,
however, has argued that specialty hospitals
promote healthy competition among
healtheare facilities.

But ultimately, the issues that
will get Congress’ attention in 2008
will be the ones with the most
urgent deadlines, according to
industry executives and officials.

The State Children’s Health
Insurance Program, which limped
a]ong without a reauthorization fix
in the latter part of 2007, got a

America. In his view, the chances of Hnapp We're gning te healthy extension through March
cnacting a moratorium are slim this e “aggresstve™ ahout 2009, when Congress provided a
year, mainly because the politicl  stopplng these cuts.  total of $1.87 billion over the

Dean Health System, he said,

“The business complexity of practicing
medicine has increased exponentially since 1
graduated from medical schoal,” Byme said.
Daolan cited physician-hospital relations’
drop in the rankings to No. 3 in 2007 from
No. 2 a year easlicr as a sign of improvement.

Also slipping in the rankings was personnel
shortages, which dropped to fifth from third
in 2005. Dolan said an aging workforce and
sising demand for care from baby boomers
means Jabor will conlinue to be a pressing
issue in healthcare. “Any relief we're seeing is
short-lived,” he said. “It’s going to come back
in a big way."”

For Byrne, paticnt safety and pressing local
issues topped his list of concerns. The new year
braught the opening of St. Mary's $180 million
expansion. And in coming months, it will
adopt an electronic medical record after signif-
icant preparation and investment, “To over-
state the obvious, it's more than just throwing
the switch on the computer,” he said. «

program’s baseline through this period.

‘That extension “takes SCHIP off the table
asan election issug, whereas the Medicare
physician payment fix sits squarely before
this Congress,” said Bab Roth, a healthcare
regulatory lawyer at Crowell & Moring,

It was the Republicans’ intent to ensure
there was enough money in that bill to take
care of any potential shortfalls to SCHIP,
and thus avoid arother vote on the bill prior
to the elections, Poltack said. “That doesn’t
preclude that there won't be a revisiting of
SCHIP between now and the elections. But
it's less [ikely, given that (the extension) runs
through March 2009,” he said.

The extra funds the law provides for SCHIP
should be sufficient for states to maintain
enrallment in their SCHIPs, said Matt
Broadclus, a research assistant with the Center
on Budget and Policy Priorities. But according
to the center's analysis of the funding, “it does
not appear sufficient to allow states to ...
enroll significant numbers of children
currently uninsured,” Broaddus said. «

—m
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UNITED PUBLIC WORKERS /
AFSCME, LOCAL 646, AFL-CIO\(N

Wabama Pons.  \ 6N

HAWAI <
March 10, 2008

Senator David Ige, Chair

Senator Carol Fukunaga, Vice-Chair
. The Senate Committee on Health
- Hawaii State Capito
415 S. Beretania Street
Honolulu, HI 96813

Dear Chairman David Ige and Members of the Sepate Committee on Health:

RE: TESTIMONY SUPPORTING EMERGENCY APPROPRIATIONS FOR THE
HAWAII HEALTH SYSTEMS CORPORATION HB 3161

My name is Dayton M. Nakanelua and I am the State Director of the United Public
Warkers, AFSCME, Local 646, AFL-CIO (UPW). UPW/AFSCME supports the intent of SB
3083 to provided emergency appropriations for health care services provided by the Hawaii
Health Systems Corporation.

The intent of this measure is to provide Emergency Appropriations for health care
services provided by the Hawaii Health Systems Corporation for the people of the State of
Hawaii. The services provided by the Hawaii llealth Systems Corporation as the safety net
hospital system of the State of Hawaii have a tremendous impact on the public in terms of acute
and long-term care and rural health care.

- Nationally and here in Hawaii, health has reached a crisis situation.

An Emergency Appropriations of $24.5 million will enable the Hawaii Health Systems
Corporation the ability to meet jts operational obligations and maintain its current lcvel of
services for FY-08. This Emergency Appropriation will allow the corporation (o pay current,
essential vendors and reduce account payable days as wcll.

The United Public Workers (UPW) union supports the intent of SB3083, but requests that
the Emergency Appropriations designated in this bill be adjusted from $14 million to the original
amount requested of $24.5 million to be uscd by all twelve facilities of the corporation for the
purposes stated herein.

UPW supports the paSsage ol HB 3161 with ths appropriatc amendment.




{inda Lingle
Governor

Darwin L.D. Ching
Director

STATE OF HAWAII
DEPARTMENT OF LABOR AND INDUSTRIAL RELATIONS
State Fire Council
830 Punchbowl! Street
Honolulu, Hawaii 96813

March 10, 2008

The Honorable David Y. Ige, Chair
Committee on Health

The State Senate

State Capitol, Room 215
Honolulu, Hawaii 96813

The Honorable Russell S. Kokubun, Chair

Committee on Commerce, Consumer Protection,
and Affordable Housing

The State Senate

State Capitol, Room 407

Honolulu, Hawaii 96813

Dear Chairs Ige and Kokubun:
Subject: H.B. 2438, H.D. 2 Relating to Cigarettes

I am Kenneth G. Silva, Chair of the State Fire Council (SFC) and Fire Chief of the
Honolulu Fire Department (HFD). The SFC and the HFD support H.B. 2438, H.D. 2,
which would require that only reduced ignition propensity cigarettes be sold in Hawaii
beginning July 1, 2009. We believe that this bill is in alignment with legislation passed
by 22 other states, which affects 52 percent of the United States (U.S.), and Canada.
Fifteen states have pending legislation requiring reduced ignition propensity cigarettes.

The SFC and the HFD recommend the following revisions to accomplish a successful
enactment of the bill:

“SECTION 1. § -4 (a) Each cigarette certified under this subsection shall
be recertified every three two years.”

The recertification time period of two years will coincide with the biennial state budget
cycle. With an estimated 2,100 different brand styles listed in Hawaii, $250 would
provide $525,000 biennially or $262,500 annually. This will provide a revenue source to



The Honorable David Y Ige, Chair

The Honorable Russell S. Kokubun, Chair
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March 10, 2008

assist the SFC in implementing, administering, and enforcing this program. Funding will
also be necessary for compliance testing should it be deemed appropriate for brands
determined or alleged to be noncompliant. The Hawaii State Attomey General
estimates the cost to test each cigarette brand to range from $760-$2,000.

“SECTION 4. This Act shall take—eﬁeet—ea—the—imst—éay—ef—the{hﬁeenfeh

asp%e\:ﬁal—ef-%h*s—Aet comcxde wnth the effectlve date of a new cigarette tax
rate and stamp scheduled for September 2010.”

This revision would allow the SFC sufficient time to implement and administer the
reduced ignition propensity cigarette program and would coincide with the scheduled
new cigarette tax stamp and rate for the state. It would also allow retailers time to sell
the remaining stock of noncompliant cigarettes.

In 2005, there were 82,400 smoking material fires in the U.S. that killed 800 people and
injured 1,660 others. Ninety-three percent of the deaths and 78 percent of the injuries
were in home fires. Property losses from smoking material fires total millions of dollars
each year. |n Hawaii, 438 fires were caused by cigarettes and resulted in $1,461,125 in
property damage, ten injuries and no loss of life between 2001 and 2006. H.B. 2438,
H.D. 2 will help reduce the number of fire incidents, dollar loss, and injuries statewide.

The SFC and the HFD request your committees’ support on the passage of H.B. 2438,
H.D. 2.

Should you have any questions, please call SFC Legislative Liaison Lloyd Rogers at
723-7171.

Sincerely,
M‘ M

KENNETH G. SILVA
Chair

KGS/LR:¢cn



OAHU REGION
HAWAII HEALTH SYSTEMS CORPORATION

The Senate

Committee on Health
Senator David Y. Ige, Chair
Senator Carol Fukunaga, Vice Chair

March 10, 2008, 2:45 PM
Conference Room #016
Hawaii State Capitol

Testimony Supporting HB 3161
Making an Emergency Appropriation to the Hawaii Health Systems Corporation

D. William Wood, MPH, PhD
Chair, Oahu Regional Board of Directors
Hawaii Health Systems Corporation

Good afternoon Chair Ige and Members of the Senate Committee on Health. I am D. William
Wood, Chair of the Oahu Regional Board of Directors, The Oahu Regional Board was
established December 4, 2007, pursuant to the Legislative mandate of Act 290. Our Board has
‘met three times and has formed its committees and started assuming its fiduciary role within the
spirit of the Act. This Board is committed to the efficient and effective management of the state
funds allocated to our region and to maintaining the quality and excellence of “safety net”
facilities within the region. We strongly support this aspect of the Hawaii Health Systems
Corporation mission and are well aware of the serious financial situation of the Corporation and
its statewide facilities and regions.

Mahalo for this opportunity to submit testimony in support of the Emergency Appropriation for
HHSC (HB3161 and SB3083 SD2). Without this appropriation your “safety net” facilities in all
counties will not be able to pay their current essential vendors, reduce their accounts payable
days to an acceptable level, and allow the uninterrupted operation and provision of current levels
of service.

The Oahu Regional Board, representing the HHSC facilities of Leahi Hospital and Maluhia
Hospital as well as the HHSC interests in Kahuku Medical Center is currently reaching out to its
communities in an effort to involve them in the on-going assessment of community needs and
the region’s efforts in addressing those needs. As we move ahead with our strategic planning and
strengthening of our already efficient operations we hope to earn the trust you the legislators of
our state have placed in us to manage the public resources in a way that reduces the burden on

LEAHI HOSPITAL e 3675 KILAUEA AVENUE « HONOLULU, HAWAH 96816 » PHONE: (808) 733-8000 » FAX: (808) 733-7914

MALUHIA o 1027 HALA DRIVE » HONOLULU, HAWAII 96817 e« PHONE: (308)832-3000 » FAX: (808) 832-3402




the overall state budget while maintaining the quality of care available to our residents. As an
initial step, we urge your support of this emergency appropriation to allow us and the Boards of
the other four regions of HHSC the time to reinforce the need for efficiency and effectiveness in
the management of all HHSC facilities. Mahalo again for allowing me to testify on this essential

emergency appropriation.
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KONA
COMMUNITY HOSPITAL

care You Can Count On

THE SENATE
COMMITTEE ON HEALTH
Senator David Y. Ige, Chair
Senator Carol Fukunaga, Vice Chair

March 10, 2008, 2:45 PM
Conference Room #016
Hawaii State Capitol

Testimony Supporting HB 3161
Making an Emergency Appropriation to the Hawaii Health Systems

Corporation

Donald Lewis
West Hawaii Region Chief Executive Officer
Hawaii Health Systems Corporation

Thank you for this opportunity to offer testimony is strong support of HB 3161 Making an
Emergency Appropriation to the Hawaii Health Systems Corporation (HHSC). The
purpose of this measure is to pay current, essential vendors, reduce account payable days,
and allow operation and provision of current levels of service in HHSC facilities. HHSC is
in an urgent situation of financial deficit and seeks an emergency appropriation.

West Hawaii Region includes Kona Community Hospital and Kohala Hospital serving

approximately 60,000 people on the West side of the island including the southern portion
of the island of Hawaii.

West Hawaii Region is at a critical condition financially, with difficulty paying for
necessary goods and supplies for essential levels of patient care and hospital operations.
The situation was serious at the end of January, when Kona Community Hospital avoided
being put on cash on delivery payment for drugs with help from what little money other
regions could shift in a temporary and urgent action. The situation has escalated--vendors
have now directed cash on delivery (COD) terms, the use of purchase card credit was
necessary to pay vendors to prevent postponing elective surgeries, an equipment supplier
has refused to provide equipment for our Emergency Department until a past due bill has
been paid, and payment to physicians providing critical services to the Emergency Room
were not paid for a week.
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Care You Con Count On

There is an urgent need for this emergency appropriation to allow HHSC facilities to
provide current levels of essential acute, long-term care and rural health care services
necessary to meet community health needs.

We respectfully request your support and passage of HB 3161 as quickly as possible.
Thank you.

KONA COMMUNITY HOSPITAL
HAWAN HEALTH SYSTEMS CORPORATION
79-1019 Haukapila Street
Keatakekua. HI 96750
{808) 322-9311




