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SUBJECT: Safe Delivery Fund Pilot Program 

SOURCE: Ridgecrest Regional Hospital 

DIGEST: This bill establishes the Safe Delivery Fund Pilot Program to provide 

funding to critical access hospitals that meet specified requirements in order to 

support the cost of maintaining standby capacity for labor and delivery units that 

have a lower volume of baby deliveries. 

ANALYSIS:   

Existing law: 

1) Licenses and regulates health facilities by the California Department of Public 

Health (CDPH), including general acute care hospitals. Permits general acute 

care hospitals, in addition to the basic services required to be offered under that 

license, to seek approval from CDPH to offer supplemental services. Defines a 

“supplemental service,” in regulations, as an organized inpatient or outpatient 

service which is not required to be provided by law or regulation. [Health and 
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Safety Code (HSC) §1250 and 22 California Code of Regulations (CCR) 

§70067] 

2) Defines “perinatal unit,” in regulation, as a maternity and newborn 

supplemental service of a hospital for the provision of care during pregnancy, 

labor, delivery, postpartum and neonatal periods with appropriate staff, space, 

equipment and supplies. [22 CCR §70545] 

3) Licenses and regulates clinics by CDPH, including primary care clinics and 

specialty clinics. Includes alternative birth centers as a category of specialty 

clinic, defined as a clinic that is not part of a hospital and that provides 

comprehensive perinatal services and delivery care to pregnant women who 

remain less than 24 hours at the facility. [HSC §1200 et seq., and §1204(b)] 

4) Requires a hospital, not less than 120 days prior to eliminating a supplemental 

service of either an inpatient psychiatric unit or a perinatal unit, to provide 

public notice of the proposed elimination of the supplemental service, including 

a notice posted at the entrance to all affected facilities, a notice to all contracted 

Medi-Cal managed care plans, and a notice to CDPH and the board of 

supervisors of the county in which the hospital is located. Requires the health 

facility to conduct at least one noticed public hearing within 60 days of 

providing public notice of the proposed elimination of the supplemental service. 

[HSC §1255.25(a)(3)] 

This bill: 

1) Establishes the Safe Delivery Fund Pilot Program (Pilot Program) within the 

Department of Health Care Access and Information (HCAI) to provide funding 

to hospitals that support standby capacity for the following specialty services: 

a) Inpatient general surgery; 

b) A licensed labor and delivery inpatient unit with nursery beds; and, 

c) Inpatient pediatrics capability; 

 

2) Requires a hospital to meet the following requirements in order to qualify for 

the Pilot Program: 

a) Maintain 24-hours-per-day, 7-days-per-week, 365-days-per-year clinical 

readiness to provide the services consistent with state and federal licensing 

and certification requirements; 

b) Be a critical access hospital (CAH) that provides obstetric services; 

c) Be located at least 75 miles from the nearest tertiary hospital; 

d) Perform no more than 225 inpatient surgeries annually; 
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e) Maintain active licensure with CDPH and certification from the Centers for 

Medicare and Medicaid Services; 

f) Maintain a valid Medi-Cal contract, including participation with county-

designated Medi-Cal managed care plans, as applicable; and, 

g) Demonstrate that the hospital serves a geographically isolated population 

and that loss of obstetric services would significantly impact access to 

maternity care. 

3) Requires a hospital to use Pilot Program funds for salaries, benefits, insurance, 

contracted physician compensation, contracted advanced practice provider 

compensation, or other expenses attributable to maintaining standby clinical 

capacity. 

4) Establishes the Safe Delivery Fund (Fund) to offset uncompensated standby 

costs associated with maintaining specialty physician coverage, advanced 

practice provider coverage, and hospital staffing necessary to safely provide 

deliveries and related inpatient specialty services. 

5) Requires moneys in the Fund to be available, upon appropriation by the 

Legislature, to HCAI for the purposes of this bill. 

6) Prohibits HCAI from awarding a hospital more than $5 million per year. 

7) Requires HCAI, on an annual basis, to calculate standby costs, in consultation 

with providers, using the hospital’s prior-year Medicare or Medi-Cal cost 

report, and to be composed of: 

a) Medicare cost-based reimbursement; 

b) Reimbursement from any other cost-based payer; and, 

c) Federal disproportionate share hospital payments attributable to the covered 

specialty services, as specified by HCAI.  

8) Requires HCAI to calculate standby costs per delivery using a time-study 

methodology and relative value units, or another allocation methodology it 

establishes. 

9) Requires the Pilot Program to reimburse a hospital quarterly based on the 

number of deliveries performed per day, using the following schedule: 

a) $25,000 for zero deliveries; 

b) $18,500 for one delivery; 

c) $12,000 for two deliveries; 

d) $5,500 for three deliveries; and, 

e) $0 for four or more deliveries. 
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10) Requires a participating hospital, by April 1, 2027 and quarterly thereafter, to 

submit the following data to HCAI: 

a) Number of deliveries performed per day; 

b) Maintenance of specialty staffing and service availability; 

c) Quality metrics, including at minimum three maternal and infant quality 

indicators to be specified by HCAI; and, 

d) Verification of costs using annual Medicare or Medi-Cal cost reports. 

11) Permits HCAI to conduct audits of a participating hospital’s cost reports and to 

conduct annual audits or program reviews to ensure that funds are used to 

maintain standby specialty service capacity, and that hospitals continue to meet 

eligibility criteria and quality requirements. 

12) Sunsets the provisions of this bill on January 1, 2030. 

Comments 

According to the author:  

For the residents of Ridgecrest and the workforce at China Lake Naval Air 

Weapons Station, Ridgecrest Regional Hospital is a lifeline. Without local 

access to Labor and Delivery, expectant mothers face dangerous multi-hour 

drives for basic prenatal services. This creates an untenable burden for those 

stationed here for our national security. This bill addresses this crisis by 

establishing the Safe Delivery Fund Pilot Program, which will provide the 

targeted financial support necessary to maintain 24/7 standby clinical 

capacity. This bill is a critical investment in the operational readiness of our 

military and the long-term health of a geographically isolated community. 

Background 

Background provided by author.  According to the author, hospitals serving low-

volume, geographically isolated populations especially face a structural financial 

gap, as existing reimbursement systems are largely volume-based and do not 

adequately account for these continuous “standby” costs. As a result, some 

hospitals are at risk of reducing or discontinuing maternity and related services, 

which can significantly impact access to care in communities where alternative 

facilities may be far away. The author believes that by tying funding to delivery 

volume, while recognizing fixed operational needs, the Pilot Program aims to 

stabilize access to care in underserved regions.  
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Background on perinatal units in hospitals.  With some exceptions, general acute 

care hospitals are required to provide eight basic services: medical, nursing, 

surgical, anesthesia, laboratory, radiology, pharmacy, and dietary. Beyond these 

basic services, hospitals can be authorized to offer supplemental services, 

including outpatient services such as emergency services, or inpatient services such 

as intensive care, cardiovascular surgery, psychiatric units, and perinatal units, 

among other supplemental services.   

 

Perinatal units are defined in regulations as a maternity and newborn service of the 

hospital for the provision of care during pregnancy, labor, delivery, postpartum, 

and neonatal periods with appropriate staff, space, equipment and supplies. The 

regulations pertaining to the required staff for perinatal units specify that a 

physician certified or eligible for certification by the American Board of Obstetrics 

and Gynecologists or the American Board of Pediatrics is required to have overall 

responsibility of the unit. If a physician with those qualifications is not available, a 

physician with training and experience in obstetrics and gynecology or pediatrics is 

permitted to administer the service, while a physician with the necessary 

qualifications provides consultation at a frequency that will ensure high quality 

service. Regulations require the physician to be responsible for providing 

continuous obstetric, pediatric, anesthesia, laboratory, and radiologic coverage, 

among other requirements. They also require one registered nurse on duty on each 

shift assigned to the labor and delivery suite, with sufficient additional trained 

personnel to assist the family, monitor and evaluate labor and assist with the 

delivery. One registered nurse is required to be on duty for each shift assigned to 

the antepartum and postpartum areas, and a registered nurse who has had training 

and experience in neonatal nursing is required to be responsible for the nursing 

care in the nursery. 

CAHs.  CAHs are licensed general acute care hospitals that are certified to receive 

cost-based reimbursement from Medicare, which is intended to reduce hospital 

closures in rural areas. To be certified as a CAH, a hospital can have no more than 

25 beds and must be located in a rural area and: (1) more than 35 miles from 

another hospital; or, (2) 15 miles from another hospital in mountainous terrain or 

an area with only secondary roads. Other requirements include operating an 

emergency department and having an annual average length of stay of 96 hours or 

less per patient. There are 34 CAHs in California. 

Sharp increase in maternity unit closures.  On November 15, 2023, CalMatters 

published an investigative story focusing on the increase in maternity unit closures 

in California, titled “As Hospitals Close Labor Wards, Large Stretches of 

California Are Without Maternity Care.” According to this report, from 2012 to 
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2019, at least 19 hospitals stopped offering labor and delivery services (six of those 

were because the hospitals closed completely). In an acceleration, 16 more closed 

maternity services from 2020 to 2022. By the time of publication, 11 more had 

announced maternity closures in 2023, including one hospital that closed 

completely (Madera Community Hospital). CalMatters reported that after El 

Centro Regional Medical Center closed its maternity service in January of 2023, 

Imperial County was left with only one hospital doing births for the approximately 

2,500 babies born every year in Imperial County. In total, according to CalMatters 

analysis, at least 46 California hospitals have shut down or suspended labor and 

delivery since 2012, and 27 of those have taken place in the last three years. 

Twelve rural counties do not have any hospitals delivering babies, and Latino and 

low-income communities have been hit hardest by losses. CalMatters noted that 

the closures come as the country and state contend with a maternal mortality crisis, 

with pregnancy-related deaths reaching a ten-year high in 2020 in California. 

 

The CalMatters report stated that hospital administrators cite a number of reasons 

for the closures, including high costs, labor shortages, and declining birth rates. In 

the past 30 years, the number of births have dropped by half in California, and the 

birth rate is at its lowest level on record. CalMatters noted that the trend is not 

unique to California, with labor and delivery units closing across the country. 

Many closures result from hospital systems consolidating maternity care into one 

location, which hospitals argue can help maintain staff training and provide a 

higher level of care. According to CalMatters, labor and delivery units are often 

the second-most expensive department for hospitals to run, second only to 

emergency rooms, and quoted a health researcher as stating that obstetrics units are 

often unprofitable for hospitals to operate. 

Informational letter from Naval Air Warfare Center.  The Commanding Officer of 

the Naval Air Warfare Center Weapons Division submitted a letter providing 

information regarding the direct impact of local health care availability on national 

security operations at Naval Air Weapons Station (NAWS) China Lake. The 

purpose of the letter was to provide factual context between the availability of 

specific local healthcare services and the execution of the national security mission 

at the base in order to inform legislative understanding of their unique operational 

environment. The letter states that NAWS China Lake is a critical component of 

the nation’s defense infrastructure, responsible for the research, development, test, 

acquisition, and evaluation of the U.S. Navy’s most advanced weapons systems, 

and this mission is dependent on a highly specialized workforce of 600 Active 

Duty Sailors, 5,000 Department of Defense civilians, and 800 civilian contractors. 

The mission has a single point of failure for health care. A 2024 assessment 

identified NAWS China Lake as the only installation in the Department of War 
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with a single supporting hospital, Ridgecrest Regional Hospital, and no alternative 

within a 60-minute drive. The financial fragility of this sole provider stems from a 

confluence of systemic challenges, and the immense fixed costs required to 

maintain 24/7 “standby capacity” for critical but lower-volume services cannot be 

sustained under standard fee-for-service models in geographically isolated areas. 

The letter states that preservation of this standby clinical capacity for essential 

services, specifically inpatient general surgery, labor and delivery, and inpatient 

pediatrics, is foundational to retaining their critical workforce and avoiding the 

severe consequences experienced during the recent temporary loss of these 

services. According to the letter, a September 2024 survey revealed that the health 

care crisis was a primary driver of attrition risk, with 22% of the workforce 

actively making plans to leave. Federal intervention was required to prevent the 

projected departure of more than 350 specialized personnel. The nine-month 

suspension of labor and delivery services forced hundreds of expectant mothers to 

travel 90 to 150 miles for care through the Mojave Desert with little cellular 

connectivity. More alarmingly, 15 births occurred in the emergency department 

without prenatal care, a complete breakdown in the standard of care. The letter 

states that data confirms that without mechanisms to support the unique standby 

costs of rural healthcare, instability in these core services acts as an existential 

threat to their workforce. 

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: No 

 

According to the Senate Appropriations Committee, HCAI estimates ongoing 

General Fund costs of $750,000 for staffing resources and one-time General Fund 

costs of $600,000 in 2026-27 for vendor support. 

 

Unknown General Fund costs to provide funding to participating hospitals. The 

bill’s provisions would authorize HCAI to award up to $5 million per year per 

hospital during the pilot program, subject to appropriation by the Legislature.  

 

Unknown potential General Fund cost pressures to expand or continue the pilot 

program beyond the sunset date. 

SUPPORT: (Verified 8/13/26) 

Ridgecrest Regional Hospital (source) 

Department of the Navy, Military Services in California 

Indian Wells Valley Economic Development Corporation 

Military Services in California 

Ridgecrest Area Association of Realtors 
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Ridgecrest Chamber of Commerce 

One individual 

OPPOSITION: (Verified 8/13/26) 

None received 

ARGUMENTS IN SUPPORT: This bill is sponsored by Ridgecrest Regional 

Hospital, which is a CAH serving a geographically isolated region where access to 

essential health service is already limited. Ridgecrest states that as a provider of 

labor and delivery, inpatient pediatric care, and general surgery, the hospital plays 

a vital role in ensuring that patients in remote communities can access timely and 

life-saving care close to home. Ridgecrest notes that it has previously faced 

disruptions to its labor and delivery services due to financial pressures, 

underscoring the need for targeted support as proposed by this bill. Without 

targeted support, hospitals may be forced to scale back or eliminate maternity 

services altogether, further exacerbating access challenges for vulnerable 

populations. By providing funding tied to delivery volume while recognizing the 

need for continuous readiness, this bill helps stabilize essential services in 

communities where alternatives may be many miles away. 

 

ASSEMBLY FLOOR:  77-0, 5/26/26 

AYES:  Addis, Aguiar-Curry, Ahrens, Alanis, Alvarez, Arambula, Ávila Farías, 

Bains, Bauer-Kahan, Bennett, Berman, Boerner, Bonta, Bryan, Calderon, 

Caloza, Carrillo, Castillo, Chen, Connolly, Davies, DeMaio, Dixon, Elhawary, 

Ellis, Flora, Fong, Gabriel, Gallagher, Garcia, Gipson, Jeff Gonzalez, Mark 

González, Hadwick, Haney, Harabedian, Hart, Hoover, Irwin, Jackson, Johnson, 

Kalra, Krell, Lackey, Lowenthal, Macedo, McKinnor, Nguyen, Ortega, Pacheco, 

Papan, Patel, Patterson, Pellerin, Petrie-Norris, Quirk-Silva, Ramos, Ransom, 

Michelle Rodriguez, Rogers, Blanca Rubio, Sanchez, Schiavo, Schultz, Sharp-

Collins, Solache, Soria, Stefani, Ta, Tangipa, Valencia, Wallis, Ward, Wicks, 

Wilson, Zbur, Rivas 

NO VOTE RECORDED:  Lee, Muratsuchi, Celeste Rodriguez 

 

Prepared by: Vincent D. Marchand / HEALTH / (916) 651-4111 

8/14/26 13:33:59 

****  END  **** 
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