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U.S. Seismic Zone Map

Large portions of California, containing our State’s most
populated regions, are in Seismic Zone 4 areas
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Seismicity and Hospital

Density in California

California has a 99% chance of experiencing
an earthquake of magnitude 6.7 or greater in

the next 30 years

Most of California’s Hospitals are in Seismic
Zone 4 areas - Many of these are among the
oldest hospital buildings in California

608 SPC-I buildings are in the top three PGA
regions (0 are in the bottom three)

However:

Building Risk = Seismicity + Vulnerability
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osl7pd Age of California’s Hospital Buildings

Office of Statewide

Health Planning and (Based on 2001| Survey)

Development

Most of California’s hospital buildings were constructed prior to the
1973 Hospital Seismic Safety Act (HSSA).
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Hea.;t:vZ:iszﬁtand I 994 NOI"th I"idge EQ

Post-HSSA (1973) buildings had significantly better performance

Pre-Act Post-Act
(51 Buildings) (31 Buildings)

Structural Damage

Red tagged (Major Damage) 12 (24%) 0 (0%)

Yellow tagged 17 (33%) 1 (3%)

Major 31 (61%) 7 (23%)

Minor 20 (39%) 24 (7'7%)
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Initial SB 1953 Major Milestones

SB 1953 Enacted Seismic evaluations and Improvements
plans for compliance to allow Dim. Cap.
Alfred E. Alquist submitted to OSHPD Evacuation Extension

HSSA Enacted
l 2008 2013 2030
| 1973 | 004 2001 2002 :
] | ] -
---------- 15 years ------- .
------------------- 36 years ----------------------- .
- 21 yeéars -----------o 19 years ----f------ JE
----------------------------------- 57 years -------f------g---------mm-mmmmmoe-
Prevent collapse I _E Al lEl el Es

and loss of life capable of

continued operation

! — 1971 Sylmar, 1989 Loma Prieta, and 1994 Northridge EQs h }‘I ,
ﬁ'l‘ Wf\' 7



<>s;l':7;)<j

Extensions to SB 1953 Milestones
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SB1801 SB 499
= SB 1661

' }

= 2013 2015 2030

2020 i
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Hospital Seismic Safety Definitions

Significant Low May be Capable of Providing Services
Risk of Risk of to the Public after a Major EQ

Collapse in  Collapse in

a Major EQ aMajorEQ

2008,/2013 _ EM
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SPC-5

SPC-1
1027
(39%)

SPC-4
724
(27.5%)

SPC-3

334 (7.5%)

(13%) 4 ”
(*By Hospital Self-Report) ' 10
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wais g of Hospital Buildings (2001)

NPC-1
2000

Unrated

11 NPC-4
(<1%) NPC-5 150
4 (6%0)

50 (16%)
(2%0)

(<1%) Wq ,
(*By Hospital Self-Report) % MM 11
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Compliance Options

* Mitigation Strategies
— Remove from service
— Convert from patient care
— Seismic Retrofit
— Replacement
— HAZUS

e Compliance Extensions
— Diminished Capacity (from 2008 to 2013) - original SB 1953 legislation
—SB 1801
—SB 1661
— SB 306
—SB 499
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SPC-1 Ratings - A Closer Look

Significant

Risk of . isk Little Risk
Collapse in Mmir Ris of Collapse in
> to Life Major EQ

Major EQ

Imminent
Threat




oslJpd Collapse Probability of 303

Office of Statewide

HAZUS-Evaluated Buildings
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SB 306

| |
> | <
I I
2243 (2020 2050
“collapse hazard” “full functionality”
deadline deadline

"&Mﬁww\"T




oslIpd Summary of SB 1953

Office of Statewide

Heath Planing an Compliance (1/2010)
Total Hospital Total SPC-1
Buildings (2001): Buildings (2001):
2627 1027
Less those
l —————— now

Compliant

Total SPC-1

Buildings (1/2010):

825
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* Allows hospitals with active “collapse hazard” mitigation
projects under construction to extend the 2013 SPC-1
mitigation deadline to 2015

* Requires hospitals to report plans to mitigate
SPC-1 “collapse hazard” risk

* Results of 2009 hospital report are presented today
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186 hospitals reported that 576 SPC-1
buildings presently have active compliance
projects, SB 306 extensions, or will be

withdrawn from acute care service by 2013.

SB 1661 Hospital Report Results

These 576 buildings are considered
Likely To Comply (Compliance Group 1)
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Of the remaining 243 buildings, 104 SPC-1 buildings
from 64 hospitals are presently under HAZUS review
but have no other plans for compliance.

These 104 buildings are considered
Possibly Compliant (Compliance Group 2)
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Sl  SB 1661 Hospital Report Results
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The remaining 139 SPC-1 buildings from 65 hospitals
report no plans for compliance by the 2013/15
deadline and are not under HAZUS review.

These 139 buildings are considered
Potentially Non-Compliant (Compliance Group 3)
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Sl  SB 1661 Hospital Report Results

Office of Statewide

Health laaning and by Control Type (# SPC-I bldgs.)

Control Type Likely to Comply Possibly Compliant | Potentially Non-compliant
(# SPC-1 bldgs.) (Group 1) (Group 2) (Group 3)

g:t:yé (23‘)’“”W 74 (90%) 5 (6%) 3 (4%)

([;iit;‘gc)t 52 (66%) 12 (15%) 15 (19%)
iggjgr) 86 (58%) 41 (27%) 22 (15%)
('\:]Ojggg’mﬁt 337 (70%) 46 (10%) 97 (20%)
tJnn=i\éegr)sity of California 27 (93%) 0 (0%) 2 (7%)
Q:Lzlfg;ings 576 (70%) 104 (13%) 139 (17%)
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SB 1661 Hospital Report Results

by Largest Systems (# SPC-| bldgs.)

System Affiliation Compliance Likely Possibly Compliant Potentially Non-
(# SPC-1 bldgs) (Group 1) (Group 2) Compliant (Group 3)
Sutter Health

(n=70) 63 (90%) 3 (4%) 4 (6%)
(P;a=|s5e7r) Foundation Hospitals 51 (89%) 4 (1%) 2 (4%)
Catholic Healthcare West

(n_55)' 25 (45%) 7 (13%) 23 (42%)
Adventist Health System . o .
(n=40) 25 (62%) 10 (25%) 5 (13%)
University of California

(n=209) 27 (93%) 0 (0%) 2 (7T%)
unaffiliated

(n=286) 198 (69%) 39 (14%) 49 (17%)
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Total Hospital
Buildings (2001):

2627

Total SPC-1
Buildings (2001):

1027

}____

Total SPC-1
Buildings (10/09):

825

}____

Estimated SPC-1
Buildings Remaining:

~193

Less those
now
Compliant

Likely to Comply
per SB1661
Report
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* Allows some hospitals another option to qualify for a
two-year extension provided they are ranked by HAZUS as SPC-1
building and meet additional specified criteria

* Provides OSHPD with emergency authority to adopt new HAZUS
regulations and revise NPC deadlines

e SPC-1 reporting Nov. 1, 2010, and annual reports thereafter

 Fine for not complying with reporting requirements ($10 per bed/per
day not to exceed $1000 per day for each SPC-1 building)

* Generally re-aligns NPC compliance with SPC 2013/15, 2020, and
2030 deadlines
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Development

Estimated SPC
Savings

$1.6B

Potential Savings from
NPC-3 Extension

Potential Savings from
$6.48 NPC-3 Exemption

Total $12.6B forecasted savings that hospitals may
redirect to structural seismic safety
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17 Buildings that
Previously failed HAZUS
Will now become SPC-2

P (Collapse) %,
I
8
X
—

0
0.00% —_._g-—/

0 50 100 150 200 250 300 350
Number of Buildings as of 11/09
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SBPEE]  Summary of SB 1953 Compliance (1/10)

Office of Statewide

Health Planning and Includes Estimated SB499 Effect

Development

Total Hospital Total SPC-1
Buildings (2001): Buildings (2001):
2627 1027

k___

Total SPC-1
Buildings (10/09):
825

k___

Estimated SPC-1
Buildings Remaining:
~193

l____

Estimated SPC-1

Buildings Remaining: | (504 of total buildings &
12% of original SPC-1 buildings)

Less those
now
Compliant

Likely to Comply
per SB1661
Report

Likely to Pass
HAZUS 2010

~145*
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SSPLE]  Summary of SB 1953 Compliance (1/10)

Health Planning and Includes Estimated SB499 Effect

Development

However this number can...

...INCREASE because a number of facilities in Compliance Group 1
have placed their projects on hold

For example, if 2/3rds of the 196 Group 1 buildings with projects “on hold”
ultimately fail to comply, the final number of non-compliant buildings
would increase from ~145 to ~278

...DECREASE if the estimates of HAZUS 2010 participation and
passage rates are too conservative

An increase in estimated participation from 50% to 75% and an increase in
estimated passage from 50% to 75% would decrease the estimated
final number of non-compliant buildings from ~145 to ~85
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Hospital Financial Condition and
Seismic Safety Compliance
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Hospital Financial Margins

for the Last Five Years

Hospital Total Margins averaged +4.45% and Operating Margins

averaged +0.25% from 2004 through 2008

8.0%
6.0% \
4.0% \
2.0%
0.0%
-2.0%
2004 2005 2006 2007 2008
#-Operating Margin| ~ -0.92% 0.37% 0.51% 0.64% 0.64%
=4 Total Margin 2.86% 4.41% 5.47% 6.12% 3.30%

Source: OSHPD Annual Financial Disclosure Reports
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oslJpd Percent of Hospitals

Office of Statewide

st Panin o Operating at a Loss

An average of 46% of Hospitals had Negative Operating Margins
and 35% had Negative Total Margins from 2004 to 2008

60%

50%

40% \ .
\ e A

30%

20%

10%

0%

2004 2005 2006 2007 2008
~ Negative Operating Margin | 50.1% 45.0% 45.2% 45.3% 41.5%
=&~ Negative Total Margin 41.3% 33.3% 32.5% 33.8% 34.6%

Source: OSHPD Annual Financial Disclosure Reports
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oslJpd Net from Operations
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- vs. Net Income

Hospital net income was $12 billion ($802 million from
operations) from 2004 to 2008

Millions
$4,000

$3,000
$2,000
$0

[

-$1,000
2004 2005 2006 2007 2008
W Net from Operations | -$432,160,801 | $188,632,668 | $275,214,853 | $375,011,665 |$398,706,853
m Net Income $1,336,289,424 | $2,223,826,717 |$2,977,970,864 | $3,572,386,355 | $2,053,933,685

Source: OSHPD Annual Financial Disclosure Reports
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oslJpd Hospital Financial Margins
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et Plaming nd for the Last Four Quarters

During the most recent four quarters, both Operating Margin and Total Margin

declined below and then returned to just above their three year averages of
0.3% and 4% respectively.

Operating Margin == Total Margin
10.0%

7.5% /‘\

5.0% \

2. 5% 12 Qtr.
Averages

0.0% o
-2 509 /
-5.0%
-T7.5%
4th Qtr 2008 1st Qtr 2009 2nd Qtr 2009 3rd Qtr 2009
Operating Margin -1.1% 1.0% 3.0% 0. 6%
milg= TOtal Margin -4 9%, 2 T% 81% 5 4%

Source: OSHPD Quarterly Financial Reports
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Sources of Non-Operating Revenue

Investment Income declined precipitously in 2008 (but was a
net positive of $2.6 billion from 2004 to 2008)

Millions
$1,600

$1,400

$1,200 /

$1,100 // «
S800 /

N\

$400 l—‘—'—/ \

$200 |+ dp— — —_— e A‘—-’
T | \\
-$200
-$400
2004 2005 2006 2007 2008
—+—Contributions $218,224,613 $232,558,931 $193,964,138 $191,354,098 $241,975,271
-=-|nvestment Income | $427,301,418 $485,074,418 $803,007,269 | $1,047,810,183 | -$134,058,082
——County Funds $898,620,098 | $1,073,872,743 | $1,345,562,791 | $1,507,715,774 | $1,397,267,361
»—District Assessments | $44,297,359 $70,996,587 $121,106,164 $126,491,590 $130,101,594

Source: OSHPD Annual Financial Disclosure Reports
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oslJpd Operating Margin for Four of the largest
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Development

Committee-Requested Examples of Operating Margin (by selected
system compared to state average)

10.0%
8.0%
6.0%
4.0%
2.0%
0.0%
-2.0% A
-4.0% > ol :
-6.0%
2004 2005 2006 2007 2008
—e— Adventist -2.6% -1.3% -2.2% -0.4% 0.7%
—=—CHW 0.6% 3.2% 4.7% 5.7% 6.0%
——Sutter Health 8.0% 7.5% 9.3% 8.4% 8.6%
+—UC System -4.3% -1.3% 2.2% 4.4% 1.7%
—=— Statewide -0.9% 0.4% 0.5% 0.6% 0.6%

(Kaiser does not provide comparable financial information) 'jhll\wwv
; ——
36
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Committee-Requested Examples of Total Margin (by selected
system compared to state average)

12.0%
10.0% — ﬁ//‘ = —ah
8.0% /s\-
; —
o r/- w— i, — . "y
4.0% — = = AT—
o = .- . o
2.0% o - e L2
0 | fpm— —— m————
0.0% v
-2.0% .
-4.0%
-6.0%
2004 2005 2006 2007 2008
—e— Adventist 0.1% 0.8% 0.3% 1.6% 21%
—=—CHW 1.5% 4.6% 6.9% 7.8% 6.0%
—+—Sutter Health 9.5% 8.7% 10.8% 10.6% 10.3%
—+#—JC System -3.8% 0.7% 2.9% 5.2% 2.5%
—=— Statewide 2.9% 4.4% 5.5% 6.1% 3.3%

(Kaiser does not provide comparable financial information) 'MMW{\'
; S
37
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Detailed Financial Performance Data, 2008

Committee-Requested Financial Indicators
(67 hospitals had missing data)

Facility | Facility Facility Facility Facility Facility Facility
Occ. | Current Days Operating | Operating Total [Total -
Rate Ratio Cash on | Cash Flow Margin Margin | operating
Hand Margin Margin]
Compliance
Group 1
_ 99.0% 2.1 76 2.3% -3.1% 1.0% 4.1%
“Compliance
Likely”
Compliance
Group 2
. 60.3% 2.5 50 3.6% -1.2% 0.8% 2.0%
“Possibly
Compliant”
Compliance
Group 3
_ 60.8% 2.0 42 2.3% -2.1% -1.1% 1.0%
“Potentially
Non-Compliant”
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Sl Compliance from 1/1/00 thru 12/31/09

Development

All Compliance Groups

$10,000000.600 =+=3B 1953
$5,000,000,000 R == Total Plan Review
$3,000,000,000
2000-2009 Plan Review Summary
- oo Total Plan Review
§ $6,000,000,000 $27.5B
s
& $,000000,000 Seismic Compliance Projects
‘§ $12.1B
S $4,000000,000
44.2% of Acute Care Hospital
$3,000,000,000 Projects submitted for plan review
Since 1/1/00 are SB 1953/Seismic
$2,000,000,000 Compliance related
44.68% 44.32%
$1,000,000,000 37.5% =%

14.22%

43%
0.42% -

$0
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 h | I
Year '& "ﬁ Wf\ 39



osl 7pd Investment in SB 1953/Seismic

Office of Statewide

Healtn Planning Compliance from |/1/00 thru 12/31/09

Construction Cost

Compliance Group 3

$1,800,000,000
=®=Group 3- SB 1953
$1,600,000,000 ====Group 3 Total
$1,400,000,000 Total Plan Review
$3.3B
$1,200,000,000
Seismic Compliance Projects
$1,000,000,000 $.48B
$800,000,000 14.4% of Compliance Group 3
Hospital Projects submitted for
$600.000,000 plan review Since 1/1/00 are
SB 1953/Seismic Compliance
related
$400,000,000
22.2%
57% of Group 3 have not
$200,000,000

reported any of their submitted
55.43%

o O NI $01% 26 0% 002% - 11.2%pr01ec:ts as being SB 1953/

Seismic Compliance related
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
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End Slide....
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