DEPARTMENT OF FINANCE BILL ANALYSIS
AMENDMENT DATE: July 12, 2011 BILL NUMBER: SB 408
POSITION: Oppose AUTHOR: E. Hernandez
SPONSOR: SEIU, Congress of California Seniors
BILL SUMMARY: Health Facilities: Licensure

This bill would require that when a hospital changes ownership, the new owner obtain a license to operate
the facility.

FISCAL SUMMARY

This Department of Public Health (DPH) reports this bill would require 5.5 positions and $300,000 Licensing
and Certification Program Fund in fiscal year 2011-12, and $510,000 in fiscal year 2012-13 and beyond.
Costs would be reimbursed by the fees collected for the new change of ownership designation. These
would not be an increase in fees but new fees applying to the new designation.

In fiscal year 2009-10, the DPH received 491 Applicant Individual Information Forms (215A) for hospitals.
The department does not currently track the percentage of ownership interest associated with each 215A.
For the purposes of this fiscal estimate, the department conservatively anticipates that approximately

30 percent of the 215A’s would represent a transaction meeting the 20 percent threshold and the change in
ownership notification and application requirements.

COMMENTS

The Department of Finance is opposed to this bill given it would require new positions and resources, which
would be inconsistent with the Governor’s desire to limit the size of state government as evidenced by the
current hiring freeze.

Existing law requires that any individual, company, or corporation that wants to open a health care facility in
California must first apply for a license through the DPH.

This bill would require a new license application to be filed for a health facility, as defined, when there is a
change in ownership in the health facility. Further, this bill would require that at least 45 days prior to a
change in ownership, or change in control interest in a health facility, as defined, a notice of the change
shall be filed with the DPH. If the transaction is a change in ownership, a new license application must be
filed with the notice. If the transaction is a change in control interest, a DPH form 215A must be filed with
the notice.

This bill would define change of ownership as any of the following:

. For a partnership, the removal, addition, or substitution of a partner.
. For an unincorporated sole proprietorship, the transfer of title and property to another person.
. For a corporation, the merger of the applicant's or provider's corporation into another corporation,

or the consolidation of two or more corporations, resulting in the creation of a new corporation.
The transfer of corporate stock or the merger of another corporation into the applicant's or
provider's corporation would not constitute a change of ownership.

. For a lease, the lease of all or part of an applicant's or provider's facility constitutes a change of
ownership of the leased portion.
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This bill would define a change in ownership as any of the following:

A sale, transfer, lease, exchange, conveyance, or other disposal of a limited partnership interest,
corporate shares, or limited liability company interest representing at least 20 percent of all
ownership interests in a health facility that is described in existing law or in the current license
holder.

The merger of an entity that owns or operates a health facility, as defined, that does not result in a
change in the taxpayer identification number of the license holder.

A substitution of a new corporate member or member of the governing body, or any arrangement,
written or oral, that would transfer voting control of a health facility, as defined. A substitution of a
new corporate member or member of the governing body shall not constitute a change in
ownership when the substitution occurs in the usual and regular course of the activities of a health
facility, as defined.

This bill would define a change in control interest as any of the following, except a change of ownership or
change in ownership, occurs:

A sale, transfer, lease, exchange, conveyance, or other disposal of a limited partnership interest,
corporate shares, or limited liability company interest representing at least 10 percent of all
ownership interests in a health facility, as defined, or in the license holder, but that represents less
than 20 percent of the ownership interests in the health facility or license holder.

A change in any member of the governing body or principal officers of a health facility, as defined,
that does not transfer voting control of the health facility.
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