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GOVERNOR'S VETO 

AB 1882 (Ellis) 

As Enrolled  August 24, 2026 

2/3 vote 

SUMMARY 

Establishes the Safe Delivery Fund Pilot Program (SDFP Program), until January 1, 2030, 

administered by the Department of Health Care Access and Information (HCAI) to provide 

funding to hospitals 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. Requires a hospital to meet 

specified requirements to qualify for the program, including, among other things, that the 

hospital can demonstrate that the hospital serves a geographically isolated population and that 

loss of obstetric services would significantly impact access to maternity care. 

Governor's Veto Message 

I share the author's goal of preserving access to care in geographically isolated communities, 

where hospitals often face financial gaps. In this year's budget, we made unprecedented 

investments into our hospital system - including $90 million in grant funding to financially 

distressed hospitals, with authority to augment this funding by an additional $50 million, $250 

million dollars for public hospitals, and $10 million dollars to stand up a new healthcare stability 

unit within HCAI to better assist hospitals with difficult financial situations. 

This bill, while well-intentioned, does not draw from any of these budget investments and 

instead enacts a new, complex, and unfunded hospital reimbursement program. Further, this bill 

would require significant technical, operational, and reporting responsibilities that would inject 

unnecessary bureaucratic complexity and be costly to implement. 

COMMENTS 

In the past decade, more than 50 labor and delivery wards have closed in California hospitals. As 

a result, large areas of California are without access to birthing facilities or maternity care 

providers. The absence of access to maternity care has disproportionally impacted California's 

low-income, Black, Latinx, and Indigenous populations, and those living in rural communities. 

When maternity wards close, particularly in rural counties, birthing people receive less prenatal 

care and rates of preterm birth increase. Currently, twelve California counties, most of them 

rural, do not have any hospitals delivering babies. 

Critical Access Hospitals (CAHs). CAHs are licensed general acute care hospitals that are 

federally designated and 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: i) more than 35 miles from another 

hospital; or, ii) 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.  

Medi-Cal Hospital Reimbursement. Medi-Cal hospital reimbursement is complicated and multi-

layered. First, hospitals receive different types of Medi-Cal payment depending on whether the 

patient they are treating is enrolled in a managed care plan or in Fee-for-Service (FFS) Medi-Cal. 
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Second, hospitals also deliver care in different settings—inpatient, outpatient, and nursing 

facilities— and different reimbursement mechanisms apply to these three types of care within 

each of the two delivery systems (FFS and managed care). Third, a hospital's status as designated 

public hospital, district hospital, or private hospital determines how a hospital is paid and 

eligibility for supplemental payments. Finally, CAHs are treated separately for purposes of 

certain types of payments. Broadly speaking, hospital payments are comprised of both "base 

rate"—e.g., the type of payment that may correspond to an itemized bill for an episode of 

service—as well as supplemental payments. The term "supplemental payments" has become 

somewhat of a misnomer, as these payments have grown in recent years to comprise a large 

proportion of many hospitals' total Medi-Cal revenue. 

Designated public hospitals, which include county-administered and University of California 

hospitals, have a reimbursement methodology that is highly specific to this class of hospital. The 

majority of hospitals, i.e., private hospitals or other public (district) hospitals, are paid through 

similar mechanisms with respect to the "base rate," but differ in their eligibility for and 

participation in various Medi-Cal supplemental payment programs. Medi-Cal reimbursement 

mechanisms that currently apply for inpatient care CAHs are described below.  

Reimbursement for CAHs in Medi-Cal. In FFS Medi-Cal, inpatient services are reimbursed via a 

mechanism called diagnosis-related group (DRG). Within the DRG system, CAHs are eligible 

for a CAH-specific rate, a prospective rate that is projected to cover 95% of their costs, with 

costs aggregated across the class of CAHs as a whole and not on a per-hospital basis. With 

respect to base rates for Medi-Cal inpatient services in Medi-Cal managed care, rates are 

negotiated between plans and CAHs; however, the Medi-Cal FFS rate often serves as a 

benchmark in these negotiations. With respect to supplemental payments, a CAH is eligible for 

payments based on whether it is a district hospital or a private hospital. CAHs that are district 

hospitals participate in two inpatient supplemental payment programs, the District Hospital 

Directed Payment Program and the District Hospital Quality Improvement Program. CAHs that 

are private hospitals participate in the hospital quality assurance fee (HQAF) supplemental 

payment program. 

This bill, in addition to the supplemental payments above, requires HCAI to provide funding to 

hospitals 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. 

Ridgecrest Regional Hospital. According to a 2025 California Hospital Association report (CHA 

report),"Maternity care in California: an environmental scan," after more than 65 years 

delivering babies, the Central Valley's Ridgecrest Regional Hospital shuttered labor and delivery 

services in the spring of 2024, due to a shortage of obstetric clinicians and an annual loss of $5 

million to $6 million attributed to the high costs associated with running a labor and delivery unit 

and low reimbursement rates for services. Expectant moms in the community, built around the 

Naval Air Weapons Station China Lake, had to travel as many as two hours to deliver their 

babies. Emergency funding from the U.S. military has enabled services to resume for now. 

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 
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burden for those stationed here for our national security. The author states that this bill addresses 

this crisis by establishing the SDFP Program, which will provide the targeted financial support 

necessary to maintain 24/7 standby clinical capacity. The author concludes that this bill is a 

critical investment in the operational readiness of our military and the long-term health of a 

geographically isolated community. 

Arguments in Support 

Ridgecrest Regional Hospital supports this bill and states that as a provider of labor and delivery 

services, inpatient pediatric care, and general surgery, Ridgecrest plays a vital role in ensuring 

that patients in remote communities can access timely and life-saving care close to home. 

Notably, Ridgecrest has previously faced disruptions to its labor and delivery services due to 

financial pressures, underscoring the need for targeted support like that proposed in this bill. 

Hospitals like Ridgecrest must maintain 24/7 clinical readiness, including specialized staffing 

and coverage, regardless of patient volume. However, low delivery volumes in rural areas make 

it difficult to sustain these services under current reimbursement structures, as the high fixed 

"standby" costs are not adequately offset. Without targeted support, hospitals may be forced to 

scale back or eliminate maternity services altogether, further exacerbating access challenges for 

vulnerable populations. Ridgecrest notes that this bill takes a targeted approach by establishing a 

pilot program to offset these uncompensated standby costs. By providing funding tied to delivery 

volume while recognizing the need for continuous readiness, the bill helps stabilize essential 

services in communities where alternatives may be many miles away. Importantly, the program 

includes oversight and reporting requirements to ensure accountability and allow the state to 

evaluate its effectiveness over time. Ridgecrest concludes that ensuring access to safe, local 

maternity care is critical for the health and well-being of families in rural and isolated regions. 

Arguments in Opposition 

None on file. 

FISCAL COMMENTS 

According to the Senate Appropriations Committee: 

1) The Department of Health Care Access and Information (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. 

2) 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.  

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

beyond the sunset date. 

 

VOTES 

ASM HEALTH:  16-0-0 

YES:  Bonta, Chen, Addis, Aguiar-Curry, Ahrens, Caloza, Carrillo, Mark González, Johnson, 

Patel, Patterson, Rogers, Sanchez, Schiavo, Sharp-Collins, Stefani 
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ASM APPROPRIATIONS:  15-0-0 

YES:  Wicks, Hoover, Aguiar-Curry, Calderon, Caloza, Dixon, Fong, Mark González, Krell, 

Pacheco, Pellerin, Sharp-Collins, Solache, Ta, Tangipa 

 

ASSEMBLY FLOOR:  77-0-3 

YES:  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 

ABS, ABST OR NV:  Lee, Muratsuchi, Celeste Rodriguez 

 

SENATE FLOOR:  39-0-1 

YES:  Allen, Alvarado-Gil, Archuleta, Arreguín, Ashby, Becker, Blakespear, Cabaldon, 

Caballero, Cervantes, Choi, Cortese, Dahle, Durazo, Gonzalez, Grayson, Grove, Hurtado, Jones, 

Laird, Limón, McGuire, McNerney, Menjivar, Niello, Ochoa Bogh, Padilla, Pérez, Richardson, 

Rubio, Seyarto, Smallwood-Cuevas, Stern, Strickland, Umberg, Valladares, Wahab, Weber 

Pierson, Wiener 

ABS, ABST OR NV:  Reyes 

 

UPDATED 

VERSION: August 24, 2026 

CONSULTANT:  Lara Flynn / HEALTH / (916) 319-2097   FN: 0004604 
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