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April 24, 2025
The Honorable Brett Guthrie Chairman The Honorable Frank Pallone, Ranking Member
House Energy & Commerce Committee House Energy & Commerce Committee
2161 Rayburn House Office Building 2322 Rayburn House Office Building
Washington, DC 20515 Washington, DC 20515
The Honorable Mike Crapo, Chairman The Honorable Ron Wyden, Ranking Member
Senate Finance Commiftee Senate Finance Committee
219 Dirksen Senate Office Building 219 Dirksen Senate Office Building
Washington, DC 20510 Washington, DC 20510

Dear Chairmen Guthrie and Crapo and Ranking Members Pallone and Wyden:

On behalf of providers and hospital leaders committed to serving Medicaid beneficiaries, we
are writfing to emphasize the foundational importance of Medicaid Provider Taxes to the
sustainability of rural and critical access hospitals in San Luis Obispo and Santa Barbara
Counties in California.

California’s health plans organize the health care delivery system through contracts with
thousands of health care providers and hospitals that span the entirety of the state. Provider taxes,
often paired with CMS-approved State Directed Payments (SDPs), ensure the viability of hospitals
and providers in rural areas and is critical funding for the entire delivery system.

These payments are an important tool for supporting the health care safety netin a program that pays
health care providers significantly lower rates than Medicare and commercial payers.

These additional payments ensure access to vital health care for our most vulnerable
populations, Medicaid enrollees, which include women, children, the aged, families of veterans,
blind and disabled, low income and homeless.

Additionally, these same hospitals serve non-Medi-Cal populations, making these potential cuts
even more hard-hitting and impactful community wide. The payments also provide critical funding
that allows rural hospitals to keep their doors open to all community members.

Reduction or elimination of these payments to rural hospitals could lead to closures and
jeopardize the health for all whorely on these hospitals for emergency, inpatient, outpatient,
surgical, diagnostic, and specialized services. Reducing coverage leads to higher rates of
uncompensated care due to a higher uninsured rate.



Furthermore, California’s rural and critical access hospitals and clinics are already under financial
distress due to existing government reimbursement rates. These hospitals and clinics serve a high
percentage of Medicaid enrollees and if they buckle under additional financial stress, it will have a
direct effect on the ability of Californians to access health care in their community.

Reductions in federal support will hit rural communities the hardest. Medicaid provides for health
care for millions of Americans and supports a wide array of facilities across the country that
generate well-paying jobs, economically benefiting local communities. Any disruption in federal
payments will have devastating impacts to an already tenuous financial operating structure these
facilities are working to operate under, which could lead to increased employer premiums and
reduction in the availability of local jobs.

Provider taxes are a critical source of funding and without this financing structure, hospitals would
be forced to close operations or services. We urge you to protect these payments and the viability
of hospitals in rural America. If you would like any more information, please feel free to reach out
to me, CenCal Health CEO Marina Owen, at (805) 685-9525 or by email at
mowen@cencalhealth.org.
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Chief Executive Officer
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