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by tight budget.
With the resulting

$32 million, plus another
$36 million in other state
funding for indigent care,
the hospital provided free
care to more than 60,000
Jefferson County patients
last year.

Cuts in funding are
being discussed

Recently, though, both
state and local government
officials have discussed or
enacted possible cuts in
their annual allocations to
the fund — resulting in sev-
eral thousand fewer people
receiving free treatment
each year, hospital officials
say.

The recently enacted
state budget for 2012-14
specifies that if Louisville
continues to extract a re-
bate of $2.6 million a year
or more from the indigent
fund, the state will shave
its funding by the same
amount.

But with the city al-
ready facing a deficit of
$20 million or more for
next year, pumping more
money into indigent care
appears unlikely.

“We’re looking at this in
the context of our broader
funding challenges,” May-
or Greg Fischer said in an
interview, citing items like
paying police, fire and
EMS salaries and provid-
ing services for the home-
less.

Moreover, Fischer and
Metro Council member
Marianne Butler, chair-
woman of the council’s
Budget Committee, say it
may be time to examine
why Louisville is the only
Kentucky city with a hospi-
tal indigent-care fund and
its accompanying funding
demands.

“Everywhere else it’s a
function of state govern-
ment, not city govern-
ment,” Butler said.

All this presents a
gloomy prospect for al-

ready-struggling Univer-
sity Hospital, the Louisville
area’s safety net for the
poor and the main teaching
hospital for the University
of Louisville.

“If we get significantly
underfunded, we are going
to have to do things that we
haven’t done in the past (to)
make it difficult for as
many people to get ser-
vices,” said James Taylor,
CEO of University Medical
Center Inc., the hospital’s
operator.

He said that could mean
making patients wait
months for non-emergency
care or canceling some
medical services altogeth-
er.

“We don’t want to do
that, it’s not why we’re
here,” Taylor said. “But if
we’re forced to, we’ll do the
best that we can to sur-
vive.”

Unusual origins
to pay for care

The Quality and Charity
Care Trust was initially
proposed by Humana —
then a major hospital oper-
ator — as it took on the
management of University
Hospital in 1983.

The company offered to
guarantee to treat all local
indigent patients in return
for a fixed, index-adjusted
payment from state and lo-
cal governments. Because
the cost for treating Louis-
ville’s poor patients was
steadily rising, public offi-
cials accepted.

Nearly 30 years later,
the Louisville arrangement
is still unusual, said Beth
Feldpush, vice president
for policy and advocacy of
the National Association of
Public Hospitals and
Health Systems.

She said many U.S. cit-
ies or counties fund indi-
gent care through a special
tax or designating part of
the proceeds of a broader
tax — for example, on ciga-
rettes or personal proper-
ty.

“I think the public-pri-

vate partnership that you
have is definitely unique,”
she said of the QCCT.

The obligation that the
agreement places on Uni-
versity Hospital has grown
in recent years, as medical
costs have risen much fast-
er than inflation.

Officials said the facili-
ty’s cost of providing indi-
gent care in 2011 out-
stripped the government
funds by $20 million, a dif-
ference the hospital cov-
ered with proceeds from
its insured patients.

Question of how
deep the cuts

The impact of govern-
ment cutbacks to the indi-
gent-care fund for the fis-
cal year that begins July 1
will depend on how deep
those cuts are — a figure
that won’t be known until
the Louisville Metro Coun-
cil passes a budget this
spring and state outlays
are adjusted accordingly.

But based on figures
provided by the hospital,
University Hospital might
have to reduce the number
of people it treats through
the fund by about 5,000
next year unless funding
increases — and services
might need to be reduced
even further if the city re-
duces its funding, trigger-
ing equivalent state reduc-
tions.

“I think that that would
be terrible,” Leslie Evans
of northeastern Jefferson
County said of possible
cuts to the hospital fund.

Evans, 53, said she de-
layed seeking treatment
for what turned out to be
breast cancer because she
didn’t have money to pay.
When she finally came to
University Hospital and
told nurses she had no in-
surance, she said they told
her, “Don’t you worry
about it. You just relax.”

Doctors found she need-
ed a mastectomy, chemo-
therapy and radiation. The
indigent-care fund covered
it all, said Evans and hospi-

tal officials.
“You are truly talking to

a miracle right now,” Evans
said. “If I wouldn’t have
gone there, I wouldn’t be
here today.”

University searches
for solid footing

The potential cutbacks
come at a time when Uni-
versity Hospital is strug-
gling to chart a sound fi-
nancial future.

Its proposed merger
with two other hospital op-
erators, which University
Hospital said was vital for
its prospects, was vetoed
by Gov. Steve Beshear at
the end of last year for fear
that it would turn over con-
trol of a public asset to a re-
ligious institution.

Since then, the hospital
and U of L have mounted a
formal search for a partner
that could bring much-
needed cash and borrowing
power to enable University
Hospital to grow. The re-
sults of that search are
scheduled to be announced
this week.

Meanwhile, state audi-
tor Adam Edelen is con-
ducting a review of the
Quality and Charity Care
Trust’s finances following
the revelation that the
trust’s board of directors
failed to meet for two
years.

With so much uncertain-
ty revolving around Uni-
versity Hospital, Fischer
said, it could be a good time
to re-examine the indigent-
care contract and possibly
renegotiate it.

Fischer noted that in ad-
dition to the roughly
$7 million a year it pays
into the hospital fund, the
city pays $2 million to sup-
port the Family Health
Centers’ treatment of unin-
sured patients, $2 million
to indigent services of the
Metro health department,
and $5 million to treat indi-
gent jail patients.

Adding non-medical
services the city provides
to the poor, such as help

with community pantries
and homeless aid, the city’s
annual tab to help indigent
residents is about $25 mill-
ion, officials said.

“We’d like to do every-
thing, but we don’t have
enough money,” Fischer
said. “The city spends a lot
of money supporting our
indigent population. But
it’s not just a blank check.”

Butler, of the Metro
Council, questioned why
the city should pay so much
to University Hospital
when the facility delivers
an annual payment of
$11 million to the U of L
School of Medicine. The
money supports the teach-
ing programs of the school,
whose faculty and medical
residents staff the hospital.

University Hospital
made a profit of $12.8 mill-
ion in 2010 even after mak-
ing that payment.

Some public officials
have cited that profit as ev-
idence University Hospi-
tal’s fortunes aren’t as
bleak as the hospital ar-
gued last year in support of
its proposed merger with
Jewish Hospital & St. Ma-
ry’s HealthCare and Lex-
ington’s St. Joseph Health
System.

“We do believe indigent
care needs to be taken care
of,” Butler said. “But at the
same time, if we’re cutting
services and we’re laying
people off, is it appropriate
for them to (take) money
we’ve given to them for in-
digent care … and give it to
the University of Louis-
ville medical school?”

Profits elusive,
officials say

Taylor, the hospital’s
CEO, said that while 2010
was a good year, the facility
will report a loss for 2011.

The turnabout was
largely due to two unusual
events, he said — the hospi-
tal’s spending toward the
failed merger and the ef-
fects of a contract dispute
between insurer Humana
and U of L doctors, which

resulted in fewer admis-
sions.

Taylor would not say
how much the merger ex-
penses were because the
2011 finances haven’t been
audited yet, but he said
they were in the “ballpark”
of those reported by Jew-
ish & St. Mary’s in a recent
financial statement. Jew-
ish said it spent $6.9 million
for attorneys, consultants
and other expenses of plan-
ning the merger.

As for the Humana con-
tract impasse, Taylor said
that cost the hospital more
than $10 million last year,
and continues to hurt reve-
nue this year.

Ripple effect with
other care providers

Bill Wagner, executive
director of Family Health
Centers, a group of com-
munity clinics serving low-
income residents, said cuts
in the hospital’s indigent-
care funding would “have a
ripple effect” among other
local safety-net providers.

If his clinics can’t quick-
ly refer uninsured patients
to University Hospital for a
diagnostic test or needed
surgery, their conditions
will worsen and their care
ultimately will cost more.
The result would be “un-
necessary suffering or
higher costs,” he said.

Wagner said the possi-
ble indigent-fund cuts
come at a particularly bad
time because his clinics
and other care providers to
the poor are also facing cut-
backs in government and
other funding.

That includes the possi-
ble loss of millions of dol-
lars in aid from the Pass-
port health plan, which
covers Medicaid patients
in the Louisville area, as a
result of a state plan to
bring competing Medicaid
plans to the area.

“All of those things com-
bined are going to create a
crisis that people just are
unaware of,” Wagner said.
“It really does create a per-
fect storm that’s going to
just shred our safety net
here.”
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