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2014- 2015 SANTA CLARA COUNTY 
CIVIL GRAND JURY REPORT 

 
 

SANTA CLARA VALLEY MEDICAL CENTER 
CONTINUITY UPDATE ON PERFORMANCE 

 
Summary 
 
The 2011-2012 Santa Clara County Civil Grand Jury (2011-2012 Grand Jury) published 
a report in 2012 titled “Change Starts at the Top in Santa Clara Valley Medical Center 
Resuscitation.”  The 2014-2015 Santa Clara County Civil Grand Jury (Grand Jury) 
determined that a follow-up investigation was warranted to determine the status of the 
recommendations from the 2011-2012 Civil Grand Jury report.  
 

Background 
 
The Santa Clara Valley Medical Center (SCVMC) was first established in 1876 and 
today is the Santa Clara County’s primary health care safety net provider. SCVMC is 
recognized for its delivery of high quality specialized treatment for emergency medical, 
neo-natal, trauma, burns, and rehabilitation from severe injuries. SCVMC also 
coordinates with other Santa Clara County (County) agencies to plan and prepare for 
medical, natural, or manmade disasters. SCVMC is a teaching institution affiliated with 
Stanford University in training medical practitioners. 
 
The SCVMC is a $1.363 billion1 “enterprise.” The County Fiscal Year 2015 Final Budget 
noted, on page 346, that an enterprise fund is a “fund established to pay for the 
operation and maintenance of facilities and services which are predominantly self-
supporting by charges to the users of the services (i.e., Santa Clara Valley Medical 
Center).” 
 
In April 2011, the Board of Supervisors Management Audit Division published a 
“Management Audit of Santa Clara Valley Health and Hospital System Administration 
and Support Services.” The key findings addressed financial performance and specific 
weaknesses.  A total of 56 recommendations were developed which, if implemented, 
would reduce expenditures by $14,110,200 annually. 
 
The 2011-2012 Grand Jury published a report titled “Change Starts at the Top in Santa 
Clara Valley Medical Center Resuscitation.” The report listed seven findings and eight 
recommendations.  In August 2012, the Civil Grand Jury received a response to the 
report from the Santa Clara County Board of Supervisors. See Appendix A. 
 

                                            
1
 FY 2015 Final Budget, County of Santa Clara at page 272. 
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The delivery of healthcare services has undergone dramatic changes since 2012. 
In 2013, SCVMC installed an electronic medical record system called HealthLink, 
which is an integral part of SCVMC for collecting the data needed to run an 
efficient hospital, as well as providing the required information to receive federal 
and state reimbursements.  In 2014, the first stage of the Federal Affordable 
Care Act (ACA) was implemented, which changed federal and state health care 
policies. This implementation increased the number of patients with some level of 
medical insurance.  It required SCVMC to attract patients who select SCVMC 
physicians as their primary physician in order to receive managed care 
reimbursements.  Additionally, the State now pays SCVMC monthly for some 
Medi-Cal patients who have designated a primary care physician (managed care) 
at SCVMC, instead of paying for specific treatments for those patients.  
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Methodology 
 
The Grand Jury reviewed the April 6, 2011, “Management Audit of Santa Clara Valley 
Health and Hospital System Administration and Support Services,” prepared for the 
Board of Supervisors by the Board of Supervisors Management Audit Division (Audit).  
It then studied the 2011-2012 Grand Jury report “Change Starts at the Top in Santa 
Clara Valley Medical Center Resuscitation” and the response from the interim CEO of 
SCVMC in a letter to the Board of Supervisors in August of 2012.  The 2011-2012 
Grand Jury recommendations and SCVMC responses are reproduced in Appendices 
A and B. 
 
The Grand Jury conducted interviews of County employees and consultants and 
reviewed documents and reports provided from numerous sources, including the 
County, and SCVMC regarding finance, budgeting, performance measures, 
information systems, customer satisfaction, and public relations. A list of documents 
reviewed is included as Appendix C. 
 
An additional source of information came from a presentation made by SCVMC 
management to the Board of Supervisors Finance and Government Operations 
Committee meeting of April 27, 2015. Portions of the text and charts from this meeting 
are in the Discussion section of this report. 
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Discussion 
 
The following table shows the 2011-2012 Grand Jury’s recommendations and the 
2012 County response, together with a summary of the actions SCVMC planned to 
take to implement the recommendations. 
 

2011-2012 Grand Jury Recommendations and Responses 

Discussion Topic 
2012 Grand Jury 
Recommendation 

2012 County 
Response 

Summary of 2012 
County Response 

Management, Budget, 
and Subsidies 

1A. The County should 
require that SCVMC stay 
within the budget to avoid 
future unplanned subsidies 
from the General Fund.  

SCVMC agrees in 
concept but only 
partially agrees to 
recommendation. 

“Increases to the subsidy are 
never planned and are never 
desired.”  

1B. The County should 
require that hospital 
leadership runs SCVMC as 
a business and require 
leadership to make 
appropriate financial 
decisions using the data 
the hospital systems 
generate. 
 

SCVMC partially 
agrees 

“SCVMC is implementing a 
new cost accounting system as 
well as expanding its analytical 
and decision support 
capabilities.” 

2. The County should 
implement systems to 
increase productivity in 
reaching break-even 
financial performance. 

SCVMC agrees  “Steps have already been 
taken to increase productivity 
and the number of patients 
seen.” 

Performance 
Measurements 

3. Regardless of how the 
Health Care Reform Act 
(HCRA) may be affected by 
the United States Supreme 
Court decision, the County 
should adopt performance 
measurements consistent 
with the HCRA indicators 
because they can lead to 
improved SCVMC 
performance. 

SCVMC agrees  “SCVMC has extensive quality 
improvement and 
measurement processes in 
place related to these 
measures, and also includes 
regular reports to HH.”

2
 

Financial System 
Integration Between 
SCVMC and County 

4. The County should 
develop and implement an 
interface between the 
SCVMC and County 
systems to ensure data 
consistency, in accordance 
with generally accepted 
accounting principles. 

SCVMC partially 
agrees 

“SCVHHS Finance will 
continue to work with the 
County Controller’s Office to 
improve SCVMC reporting.” 

                                            
2
 Health and Hospital Committee 
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Discussion Topic 
2012 Grand Jury 
Recommendation 

2012 County 
Response 

Summary of 2012 
County Response 

Consolidated Financial 
Report 

5. The County should 
require an SCVMC 
consolidated financial 
statement reported as part 
of the CAFR. 

SCVMC partially 
agrees 

“A separate and annual report 
is prepared each year. 
SCVHHS will provide access 
to this report in the future.” 

HealthLink System 6. The County should give 
SCVMC’s implementation 
of EpicCare top priority to 
meet the scheduled May 
2013 date. 

SCVMC agrees SCVMC agrees and 
appreciates the involvement of 
the County Information 
Services Department and the 
County Executive’s Office in 
making HealthLink (SCVMC’s 
name for Epic System) a top 
priority.”  

Marketing 7. The County should 
establish a marketing 
function directed at 
increasing public 
awareness of the services 
SCVMC offers. 

SCVMC partially 
agrees 

“Should additional funding 
become available, marketing 
efforts will increase.” 

 
 
Management, Budget, and Subsidies: 2012 Grand Jury Recommendations 1A., 
1B., and 2 
 
The SCVMC’s mission is to “[p]rovide quality healthcare for all persons in Santa Clara 
County regardless of their individual ability to pay.” The SCVMC’s final budget for 
Fiscal Year 2014-2015 (FY2015) shows that the management of SCVMC is 
committed to exceeding the “safety net” health care standards.3  
 
The new SCVMC administration has also brought an emphasis on hospital business 
management best practices, as opposed to focusing only on delivery of medical 
services. One goal is to increase SCVMC productivity.  As a result of implementing 
the improvements and holding line managers more accountable for staff performance, 
in 2012, SCVMC management hoped to achieve their goals by taking action in three 
broad categories: 
 

 Improving patient access, 

 Correcting flaws in the revenue cycle, and 

 Decreasing controllable costs.4 
 
Many of the operational improvements are geared toward increasing productivity and 
improving customer service throughout SCVMC and include:  The Center for Learning 

                                            
3
 FY 2015 Final Budget, County of Santa Clara at page 273. 

4
 2011-2012 Civil Grand Jury Report, “Change Starts at the Top in Santa Clara Valley Medical Center 

Resuscitation,” at page 4. 
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Transformation, Unit Based Teams, Just Culture, and HealthLink.  These initiatives 
indicate a focus on providing quality patient care in a cost effective and efficient 
manner. They are grounded in best practices and supported by the County Executive 
and SCVMC executive management. 
 
Almost every person interviewed indicated the need for improvement in efficiency and 
effectiveness and a continued emphasis on these initiatives. The Grand Jury was told; 
however, that buy-in from the rank and file remains inconsistent throughout the 
organization. 
 
The SCVMC is subject to a constantly changing medical care landscape. The 
reimbursements from Medicare, Medi-Cal, and commercial insurance companies do 
not always fully reimburse the cost of service and are subject to change. For example, 
the current revenue for Medi-Cal patients is based on higher short-term 
reimbursement rates resulting from the ACA implementation. Also, Medicare and 
Medi-Cal now provide monthly reimbursements for patients with their primary 
physician at SCVMC (managed care), rather than reimbursing costly services (fee for 
service).  
 
The Grand Jury has learned that subsidies from the County's General Fund to the 
SCVMC Enterprise Fund were modest in the 1980's and 90's.  Per the “VMC Subsidy 
FY 81 thru FY 00” chart below, subsidies were ranging from $13 million in FY 81 to 
$45 million in FY 98, but have grown rapidly over the last fifteen years.  
 
The second chart, “VMC County Subsidy and General Fund Grant FY 2001 thru FY 
2015,” shows that the total subsidies from all sources ranged from just over $100 
million in FY 2001 to over $260 Million in FY 2009. In FY 2015, a $146 million subsidy 
is currently budgeted to the SCVMC Enterprise Fund from the County’s General 
Fund. 
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5
 Source: Management Audit Division of the Board of Supervisors 
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6 
 
The following table is based on the audited financial statements and shows a 
continuing need to cover the gap between expenses and revenue in the SCVMC 
Enterprise Fund: 
 

                                            
6
 Source: Management Audit Division of the Board of Supervisors; April 27 2015 Board of Supervisors 

Finance and Government Operations Committee meeting 
NOTE: ARRA is the American Recovery and Reinvestment Act 
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HISTORY OF VMC BUDGET & OPERATING LOSSES  

FY 2000-01 to FY 2013-14 

(PER AUDITED FINANCIAL STATEMENTS) 

Fiscal 
Year Budget 

Operating 
Expenses 

Operating 
Revenue* 

Operating 
Loss 

Percent 
Loss 

2013-14 1,243,594,462 1,184,739,000 1,004,780,000 (179,959,000) -15.2% 

2012-13 1,160,064,648 1,074,271,000 974,700,000 (99,571,000) -9.3% 

2011-12 1,165,510,966 1,005,068,000 888,043,000 (117,025,000) -11.6% 

2010-11 1,177,559,244 978,385,000 939,455,000 (38,930,000) -4.0% 

2009-10 1,169,199,471 1,000,117,000 834,368,000 (165,749,000) -16.6% 

2008-09 1,105,854,217 956,195,000 785,192,000 (171,003,000) -17.9% 

2007-08 968,782,391 895,240,000 736,337,000 (158,903,000) -17.7% 

2006-07 920,810,138 800,252,000 652,032,000 (148,220,000) -18.5% 

2005-06 857,975,307 735,062,000 543,807,000 (191,255,000) -26.0% 

2004-05 758,092,958 704,601,000 595,696,000 (108,905,000) -15.5% 

2003-04 715,065,287 644,957,000 549,278,000 (95,679,000) -14.8% 

2002-03 673,050,467 607,862,000 490,467,000 (117,395,000) -19.3% 

2001-02 615,971,258 535,906,000 459,719,000 (76,187,000) -14.2% 

2000-01 475,385,346 483,676,000 446,587,000 (37,089,000) -7.7% 

Total 13,006,916,160 11,606,331,000 9,900,461,000 (1,705,870,000)  

      

Average 929,065,440 829,023,643 707,175,786 (121,847,857) -14.9% 

      

Avg (2004-2014) 10 Years 933,393,000 795,441,000 (137,952,000) -15.2% 

      

*Includes charges for patient services and other program revenues which represent a 
federal and State subsidy for low-income patients. In FY 2013-14 this subsidy 
amounted to $108.8 million. The average over the 14-year period was $73.8 million. 

 
As shown in the above table, the Grand Jury found that SCVMC’s operating expenses 
are higher than its revenue.  The operating loss (charges, less expenses) averaged 
$138 million from 2004 to 2014.   
 
The Grand Jury was told that SCVMC is subject to reimbursement policies set by the 
Federal and State governments.  The hospital is a safety-net provider for County 
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residents and this impacts SCVMC’s ability to recover reimbursement for services 
provided.  Therefore, the Grand Jury found that there will always be a subsidy from 
the County’s General Fund.   However, the Grand Jury could not find a County policy 
which requires detailed justification for subsidies.  
 
Performance Measures: 2012 Grand Jury Recommendation 3 
 
The Grand Jury found that SCVMC has numerous performance measurements; some 
are included in the monthly SCVMC Operational and Financial Summary to the Board 
of Supervisors Health and Hospital Committee.  Some of the measurements reported 
include:  number of managed care patients, fee-for-service patients, number of 
patients per insurance coverage, hospital daily census, clinic visits, revenue, 
expenditures, account receivable days, billing, cash, cesarean sections percentage, 
blood stream infections in newborns, medicating heart attack victims, medicating 
blood clots, incidence of thromboembolism, stroke program actions, immunizations, 
and behavioral escalation reports. 
 
Additional quality of care information is online in Medicare.gov's Hospital Compare 
website which compares the quality of care at over 4,000 Medicare-certified hospitals 
across the country.  Hospital Compare was created through the efforts of the Centers 
for Medicare and Medicaid Services (CMS)7 which was required, under Section 2701 
of the Affordable Care Act, to develop a recommended set of core quality measures.8  
Hospital Compare has measurements related to general information, patients' 
experiences, timely and effective care, readmissions, complications, death, use of 
medical imaging, payment, and number of Medicare patients.  Hospital Compare data 
is from a variety of sources:  CMS reporting and certification, hospital and vendor 
online systems, Center for Disease Control, Medicare, Veterans Administration, and 
hospital consumer assessment.  CMS states that their information includes the 
hospital's entire patient population except for the claims based information such as 
readmissions, 30-day mortality, surgical complications, outpatient imaging, and 
number of Medicare patients.  It can be used to choose a hospital.   
 
The Grand Jury also reviewed Hospital Compare information provided by MediCare 
for SCVMC’s ratings.  There are 91 measurements in this document.  SCVMC 
received only one out of five stars in patient survey ratings.  SCVMC rated higher than 
the national and state averages in 18 categories, same in 27 categories, and below 
average in 34 categories, and data not available in 12 categories.  It was recognized 
in Hospital Compare that the emergency department volume at SCVMC is very high, 
and the emergency department data was compared with other high volume 
emergency departments.  According to Hospital Compare, SCVMC fails to meet the 
Federal and State averages in more than one-third of the categories.9 

                                            
7
 http://www.medicare.gov/hospitalcompare/About/What-Is-HOS.html 

8
 http://downloads.cms.gov/cmsgov/archived-downloads/CMCSBulletins/downloads/12-30-2010-

Omnibus-Bulletin.pdf 
9
 Hospital Compare Data; 

http://www.medicare.gov/hospitalcompare/profile.html#profTab=0&ID=050038&cmprID=050038&dist=2
5&lat=37.1696999&lng=-121.8448745&loc=95120&cmprDist=13.8&Distn=13.8 

http://www.medicare.gov/hospitalcompare/About/What-Is-HOS.html
http://downloads.cms.gov/cmsgov/archived-downloads/CMCSBulletins/downloads/12-30-2010-Omnibus-Bulletin.pdf
http://downloads.cms.gov/cmsgov/archived-downloads/CMCSBulletins/downloads/12-30-2010-Omnibus-Bulletin.pdf
http://www.medicare.gov/hospitalcompare/profile.html#profTab=0&ID=050038&cmprID=050038&dist=25&lat=37.1696999&lng=-121.8448745&loc=95120&cmprDist=13.8&Distn=13.8
http://www.medicare.gov/hospitalcompare/profile.html#profTab=0&ID=050038&cmprID=050038&dist=25&lat=37.1696999&lng=-121.8448745&loc=95120&cmprDist=13.8&Distn=13.8
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Financial Systems Integration Between SCVMC and County: 2012 Grand Jury 
Recommendation 4 

The 2011-2012 Grand Jury concluded that numerous audits conducted over a number 
of years described SCVMC as “out of financial control” and concluded that 
management had taken little corrective action. One major issue, identified in 2012, 
was confusion resulting from having separate accounting systems for the County and 
SCVMC. 

The Sun Microsystems’ accounting system is used at SCVMC and the SAP 
accounting system is used by the County.  A June 2014 report to the Board of 
Supervisors included project goals for integration and identified a steering committee 
and project team that meet on a regular basis to address the reconciliation of the 
SCVMC and County accounting systems. 

The budgeting process at SCVMC will switch to SAP in the FY 2016-budget year. The 
Grand Jury was told that from January 2015 onward, all SCVMC fixed assets are 
being recorded in SAP and depreciation will be calculated automatically.  The 
County’s FY 2015 Final Budget10, includes an ongoing cost of $500,000 to increase 
accounting staff to perform reconciliations between the General Fund and the 
Enterprise Fund.  The Grand Jury was told the interface between the two accounting 
systems will never be complete, and the optimum system integration will not be 
achieved before 2017. 

Consolidated Financial Reports: 2012 Grand Jury Recommendation 5 

The 2011-2012 Grand Jury found that information available to the public was not 
complete and it was difficult to find and understand.   

The Grand Jury found that existing program and financial reports are inadequate. The 
current reports to the Board of Supervisors are either so complex as to be 
indecipherable and lacking in relevant details.  The SCVMC does not publish annual 
and multi-year Enterprise Fund reports.  Such reports could present a realistic 
assessment of the mission, goals and accomplishments of SCVMC, as if 
management were reporting to shareholders, in this case taxpayers. These reports 
could include strengths, weaknesses, threats, opportunities, and straightforward 
presentations of the quality of care and SCVMC’s ranking in comparison with other 
hospitals in California. 

The Santa Clara Valley Medical Center submits monthly reports to the County of 
Santa Clara Board of Supervisors Health and Hospital Committee and the reports are 
included in the County’s Comprehensive Annual Financial Report (CAFR).  The Santa 

10
  FY 2015 Final Budget, County of Santa Clara at page 274. 
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Clara Valley Medical Center should produce its own CAFR which should include a 
multi-year financial strategic plan and post it on their website.   
 
HealthLink : 2012 Grand Jury Recommendation 6 
 
The 2011-2012 Grand Jury recommended that the County should give priority to the 
implementation of Epic’s HealthLink.  Epic provides software for mid-size and large 
hospitals and its customers include community hospitals, safety net providers, and 
multi-hospital systems.   
 
Since the beginning of SCVMC’s implementation of Epic’s EpicCare software called 
HealthLink, SCVMC’s monthly  reports to the County Board of Supervisors Health and 
Hospital Committee  indicate improvements in account receivables as it has improved 
the hospital’s ability to collect a patient’s charges.   
 
From July 2013 through May 2014, the number of days from the time of service to 
receiving payment exceeded 90 days.  Since June 2014, the number of days has 
been closer to the target of 75 days.  Concurrent with the months from June 2014 
through March 2015 in which the accounts receivable days approach the target, the 
billing was an average of $327 million.11  A great deal of revenue is being collected in 
a shorter period of time which improves the overall cash flow of the enterprise fund. 
 
The Grand Jury found that HealthLink was successfully implemented in the fifteen 
(15) highest priority applications in 2013.  The benefits associated with these 
implementations include: reducing accounts receivable days (from treatment date to 
receiving reimbursement) because billing is available the day a patient leaves the 
hospital, documenting procedures and following documented procedures, and 
providing immediate information which reduces wait times and improves consistency 
of care.  An additional lower priority twelve (12) applications are scheduled to be fully 
implemented by 2017.  The Grand Jury was told that these lower priority applications 
may not provide as much benefit as the first applications.   
 
The Board of Supervisors approved the HealthLink implementation program of $143 
million based on a benefit-cost analysis for the ten years, FY 2012 through FY 2021. 
The justification for the expenditure included temporary labor for the installation with 
the intention that existing Information Technology staff could manage the system.  In 
FY 2015, additional permanent full time positions were added to the SCVMC Budget 
to manage the system thereby increasing the cost.    The Grand Jury recommends 
that a revised cost benefit analysis using actual SCVMC data in the HealthLink 
system be performed before further implementation proceeds. 
 
 
 
 
 

                                            
11

 Board of Supervisors (BOS) agenda packet, April 15, 2015, at 70-71 
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Marketing Program: 2012 Grand Jury Recommendation 7 
 
The 2011-2012 Grand Jury found that “SCVMC has best-in-class care facilities that 
would be attractive to new patients, but SCVMC does little to advertise its services 
and specialties to attract new patients.” 
 
The SCVMC has been increasing public awareness of its expertise by repurposing 
existing printed materials and using social media efforts like: Facebook, Twitter, and 
their SCVMC web site. Such efforts need to bring to light all of the impressive features 
of SCVMC, such as the Burn Center, Neo-Natal Care Center, Rehabilitation Center, 
Trauma Center, and the teaching hospital relationship with the Stanford Medical 
School. 
 
The Grand Jury found that, as of April 2015, the County is working to get a contract 
with a marketing firm to strategize a comprehensive outreach plan. Additionally, the 
Board approved two new positions, a marketing director and a web manager, who will 
implement this new marketing plan. 
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Conclusions 
 
2012 Grand Jury Recommendation 1A:  The County should require that SCVMC 
stay within the budget to avoid future unplanned subsidies from the General Fund. 
 
The 2015 Grand Jury concludes that there will always be an annual subsidy to Santa 
Clara Valley Medical Center from the County’s General Fund. However, the County of 
Santa Clara Board of Supervisors does not have a written policy requiring the 
requests for General Funds to have performance and efficiency data for justifying 
variations in discretionary costs.  
 
2012 Grand Jury Recommendation1B:  The County should require that hospital 
leadership runs SCVMC as a business and require leadership to make appropriate 
financial decisions using the data the hospital systems generate. 
 
The 2015 Grand Jury concludes that the new SCVMC management team is making 
good strides to address historically poor financial management.  The new SCVMC 
leadership is emphasizing increased productivity to improve financial performance.  
 
2012 Grand Jury Recommendation 2:  The County should implement systems to 
increase productivity in reaching break-even financial performance. 
 
The 2015 Grand Jury concludes that SCVMC will never be able to reach a break-even 
financial performance; however, SCVMC should continue to increase productivity and 
its financial performance. 
 
2012 Grand Jury Recommendation 3:  Regardless of how HCRA may be affected 
by the United States Supreme Court decision, the County should adopt performance 
measurements consistent with the HCRA indicators because they can lead to 
improved SCVMC performance. 
 
The 2015 Grand Jury concludes that SCVMC has taken measures to demonstrate 
improvement in performance as it relates to HCRA and the Affordable Care Act.  The 
Affordable Care Act was signed into law March 23, 2010.  On June 28, 2012, the 
Supreme Court rendered a final decision to uphold the new health care law.12 
 
2012 Grand Jury Recommendation 4:  The County should develop and implement 
an interface between the SCVMC and County systems to ensure data consistency, in 
accordance with generally accepted accounting principles. 
 
The 2015 Grand Jury concludes that good progress is being made to coordinate the 
Santa Clara Valley Medical Center’s Sun accounting and the County’s SAP 
accounting system. The two systems will be coordinated, but will never be completely 
consolidated.  The County should ensure that the two accounting and budgeting 
systems are coordinated as currently planned. 

                                            
12

 US Department of Health and Human Services website: www.hhs.gov/Health Care/rights/law   
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2012 Grand Jury Recommendation 5:  The County should require an SCVMC 
consolidated financial statement reported as part of the CAFR. 
 
The 2015 Grand Jury concludes that SCVMC submits monthly reports to the County 
of Santa Clara Board of Supervisors Health and Hospital Committee and is included 
in the County’s Comprehensive Annual Financial Report (CAFR).  Santa Clara Valley 
Medical Center should produce its own CAFR, as well as a multi-year financial 
strategic plan and post them on their website. 
 
2012 Grand Jury Recommendation 6:  The County should give SCVMC’s 
implementation of EpicCare top priority to meet the scheduled May 2013 date. 
 
The 2015 Grand Jury concludes that EpicCare’s version for SCVMC, HealthLink, was 
implemented in the 15 highest priority applications in 2013, and the additional 12 are 
scheduled to be fully completed in 2017. SCVMC should conduct a cost benefit 
analysis before expanding the HealthLink system to the lower priority applications. 
 
2012 Grand Jury Recommendation 7:  The County should establish a marketing 
function directed at increasing public awareness of the services SCVMC offers. 
 
The 2015 Grand Jury concludes that SCVMC plans to implement a marketing strategy 
and hire a Marketing Director and Web Manager to increase public awareness.  
SCVMC should ensure that marketing moves forward expeditiously and highlights the 
many advanced specialty units available.  
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Findings and Recommendations 
 
Finding 1 
 
The County does not have a written policy requiring the justification of an annual 
subsidy from Santa Clara County’s General Fund to the Santa Clara Valley Medical 
Center Enterprise Fund. 
 
Recommendation 1 
 
The County should have a written policy to require justification for the annual subsidy 
from Santa Clara County’s General Fund to the Santa Clara Valley Medical Center 
Enterprise Fund. 
 
Finding 2 
 
The Santa Clara Valley Medical Center management team is making good strides to 
address historically poor financial management. 
 
Recommendation 2 
 
No Recommendation. 
 
Finding 3 
 
The Santa Clara Valley Medical Center will never be able to reach a break-even 
financial performance. 
 
Recommendation 3 
 
The County should require the Santa Clara Valley Medical Center continue efforts to 
increase productivity and its financial performance. 
 
Finding 4 
 
The Santa Clara Valley Medical Center has taken measures to demonstrate 
improvement in performance as it relates to the Health Care Reform Act/Affordable 
Care Act.  
 
Recommendation 4 
 
The County should require Santa Clara Valley Medical Center to continue to take 
measures to demonstrate improvement in performance as it relates to Health Care 
Reform Act and the Affordable Care Act.  
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Finding 5 

The Santa Clara Valley Medical Center and Santa Clara County have made progress 
in coordinating the Santa Clara Valley Medical Center’s Sun accounting and the 
County’s SAP accounting system.  

Recommendation 5 

The County should ensure that the Santa Clara Valley Medical Center’s Sun 
accounting and the County’s SAP accounting system are coordinated as planned.   

Finding 6 

The Santa Clara Valley Medical Center does not produce its own Comprehensive 
Annual Financial Report and multi-year financial strategic plan. 

Recommendation 6 

The County should require that the Santa Clara Valley Medical Center produce its 
own Comprehensive Annual Financial Report and a multi-year financial strategic plan 
and should post them on the hospital website. 

Finding 7 

The Santa Clara Valley Medical Center has implemented 15 applications within the 
HealthLink system.  The additional 12 applications are scheduled to be fully 
implemented by 2017.  

Recommendation 7 

The County should require that the Santa Clara Valley Medical Center conduct a cost 
benefit analysis before expanding the HealthLink system to the 12 lower priority 
applications. 

Finding 8 

The Santa Clara Valley Medical Center plans to implement a marketing strategy and 
hire a Marketing Director and Web Manager to increase public awareness.   

Recommendation 8 

The County should ensure that the Santa Clara Valley Medical Center’s marketing 
plans moves forward expeditiously and highlights the many advanced specialty units 
available at the hospital.  
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Appendix A 

The report of the 2011-2012 Santa Clara County Civil Grand Jury titled, “CHANGE 
STARTS AT THE TOP IN SANTA CLARA VALLEY MEDICAL CENTER 
RESUSCITATION” starts on the following page. Page numbers have been added to  
stay consisent with the original report.

This file can be found online at: 
http://www.scscourt.org/court_divisions/civil/cgj/2012/VMC.pdf 
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CHANGE STARTS AT THE TOP IN SANTA CLARA VALLEY 
MEDICAL CENTER RESUSCITATION 

Summary  

The Grand Jury reviewed the Independent Auditor's Report dated April 6, 2011, titled 
"The Management Audit of Santa Clara Valley Health and Hospital System 
Administration and Support Services" (Audit1).  The Audit's focus is on Santa Clara 
Valley Medical Center (SCVMC), and lists 58 recommendations that, if undertaken, 
would improve processes, stop historic losses and put SCVMC on a path toward 
financial recovery.   

The Audit's findings and recommendations, and SCVMC's response to them, are of 
great interest to the Grand Jury.  The broader context of the Audit is SCVMC's long 
history of poor financial management and the Santa Clara County Board of Supervisors 
(BOS) bailouts, which have been the subject of previous Grand Jury reports and audit 
reports.   

The most recent Audit findings reflect a chronically over-budget health care 
system, whose management team operated so independently from Santa Clara County 
(the County) that proper budgeting and sound financial performance were never 
aligned.  Given recent economic challenges, the BOS no longer has the resources to 
continue to cover SCVMC losses from the General Fund.  The Grand Jury questioned 
what changes SCVMC was undertaking that would lead to a change in operations that 
in turn should lead to improved fiscal performance. 

Background 

SCVMC was first established in 1876 and today is the county’s primary health care 
safety net.  In addition to typical clinical care, SCVMC is recognized for its delivery of 
high-quality, specialized treatment for emergency medical, neo-natal, trauma, burns, 
and rehabilitation from severe injuries. SCVMC also coordinates with other county 
agencies to plan and prepare for disasters—medical, natural or manmade.  Perhaps 
less known is that SCVMC is also a teaching institution affiliated with Stanford and UC 
schools of medicine in training our next generation of skilled medical practitioners.  The 
Grand Jury learned that SCVMC is an enterprise operation capable of breaking even. 

1 Management Audit of Santa Clara Valley Health and Hospital System Administration and Support 
Services, April 6, 2011. A copy of the full report is available at:  
http://www.sccgov.org/managementauditor 
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Today, SCVMC is a $1.2 billion operation, approximately one quarter of the entire 
County budget.  While SCVMC has successfully developed regionally and nationally 
recognized specialties, it has failed to manage finances within County-approved 
budgets.  SCVMC historically recorded a chronic revenue shortfall while expenses 
increased, requiring subsidies from the County’s General Fund (see Table 1).  

Table 1: History of S C VMC Financial Performance.2  

Fiscal 
Year 

Revenue 
($M) 

Expense 
($M) 

Profit/Loss
($M) 

Percent 
Loss 

2011-12 

2010-11 *939.5 978.4 *-38.9 -4.1% 

2009-10 892.4 1,058.1 -165.7 -18.6% 

2008-09 785.2 956.2 -171.0 -21.8% 

2007-08 736.3 895.2 -158.9 -21.6% 

2006-07 652.1 800.3 -148.2 -22.7% 

2005-06 543.8 735.1 -191.3 -35.2% 

2004-05 595.7 704.6 -108.9 -18.3% 

2003-04 549.3 645.0 -95.7 -17.4% 

2002-03 490.5 607.9 -117.4 -23.9% 

2001-02 459.7 535.9 -76.2 -16.6% 

2000-01 446.6 483.7 -37.1 -8.3% 

*Federal revenues increased by $95.7 million reducing the operating loss from $134.6 million to $38.9
million (see above) 

According to the Audit, “SCVMC’s operating losses more than quadrupled between FY 
2000-01 and FY 2008-09 based on the County’s audited financial statements.” The 
substantial losses illustrated above, combined with the sheer size of SCVMC’s financial 
operation, have made SCVMC the target of much scrutiny.  Independent auditors and 
prior grand juries identified and addressed underlying management problems.  In spite 
of sound recommendations from these bodies, SCVMC had historically demonstrated 
resistance to change.   

Several important milestones have occurred over the last few years to reverse this 
trend.  In September 2009, the BOS hired Jeffrey V. Smith, MD as County Executive. 
Dr. Smith was a practicing doctor and is an attorney with in-depth knowledge of medical 
systems. 

2 Data obtained from Harvey Rose, Inc., SCC Independent Auditor. 
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In 2010, the federal Health Care Reform Act (HCRA) was passed into law.  Although the 
nuances of HCRA are complex, the act requires federally funded hospitals across the 
nation to measure, meet and report on key performance indicators in order to receive 
federal funding.  The indicators include: 

Improving capacity and access

Improving the patient experience through quality initiatives

Better integrating systems

Developing the infrastructure needed to measure and eventually control costs.

According to the Office of the County Executive, the requirements of HCRA will also 
mean an estimated additional 40,000 insured persons will be looking for health care 
services in Santa Clara County.  SCVMC anticipates approximately 14,000 will seek 
services from county medical facilities.  

Under Dr. Smith’s leadership, a number of changes began to be implemented and 
individuals held accountable for performance.  Between 2009 and 2011, numerous 
high-ranking SCVMC managers resigned.  In February 2011, Dr. Smith appointed Linda 
M. Smith (no relation) as SCVMC Chief Executive Officer.  In September 2011, he 
appointed David McGrew, CPA, as the Chief Financial Officer of Santa Clara Valley 
Health and Hospital System (SCVHHS) and in February 2012 he hired Rene G. 
Santiago as Deputy County Executive responsible for Health and Hospital Oversight. 
SCVMC is an organization under the SCVHHS umbrella.  Ms. Smith, Mr. McGrew and 
Mr. Santiago come with many years of experience in hospital operations. 

In 2011, the SCVMC physicians formed a union, the Valley Physicians Group (VPG) 
and the first ever union contract between VPG and the County was ratified on 
December 6, 2011, effective November 28, 2011 through November 24, 2013. 

Methodology 
The Grand Jury conducted interviews with SCVMC leadership and individuals from the 
Office of the County Executive.  In addition, the Grand Jury reviewed numerous 
documents, including past management audits, attended BOS’ Health & Hospital 
Committee meetings and reviewed various meeting minutes, County policies, and 
reviewed the Memorandum of Agreement between the County and the VPG, the 
physicians’ union.  See Appendix A for a list of documents reviewed. 

Discussion 
Numerous independent audits have been conducted over the years.  These audit 
reports support a common theme in describing an operation out of financial control.  In 
spite of the reports’ salient findings and recommendations, not much had changed over 
the years in SCVMC’s management approach.  Prior BOS seemed unable to break 
through the political barriers that prevented decisions from being passed that would hold 
SCVMC accountable to financial performance.   
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Until recently, there was little to no accountability by SCVMC for owning and 
implementing the prior recommendations that would address its financial woes.  The 
Grand Jury interviews revealed, in some cases, that there was no acknowledgement 
that the hospital chronically lost money. 

Not until economic conditions forced the BOS to take a stronger stand did real change 
begin, starting with Dr. Smith’s hiring.   

Management Changes 

Dr. Smith is undertaking constructive changes by identifying appropriate corrections and 
leading a change process with a goal of implementing sound management operations 
and stopping the financial losses.   The new SCVMC leadership is emphasizing 
increased productivity—as opposed to just cost cutting—to improve financial 
performance.  These changes hope to reverse financial losses with a view to becoming 
a break-even enterprise without compromising the outstanding quality of health care 
SCVMC provides.  

Over the past year, the new SCVMC administration has also brought an emphasis on 
hospital business management best practices —as opposed to focusing only on 
delivery of medical services.  One overarching goal is to increase SCVMC 
productivity—or patient throughput.  As a result of implementing the improvements and 
holding line managers accountable for performance, the new administration’s 
expectation is that SCVMC will be at break-even in FY 2013.  If this goal is met, it will be 
the first time in  many years SCVMC will not require an unbudgeted County subsidy to 
operate. 

Improving Performance 

SCVMC management hopes to achieve their goals by taking action in three broad 
categories: 

Improving patient access

Correcting flaws in the revenue cycle

Decreasing controllable costs.

Improving Patient Access 

A key area of improvement is to increase the number of patients moving through the 
system (patient throughput), or the number of patients seen, to get closer to full 
capacity.  Three factors affect increasing throughput:  

Availability of appointments

Ability of a caller to get through to scheduling to make an appointment

Overbooking to compensate for patients who are no shows.
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The Grand Jury learned that, prior to ratification of the VPG contract, physicians had the 
latitude to create and fill their own appointment schedules.  Weekly schedules are made 
up of half-day “panels.”  The number of panels a physician worked was not mandated. 
Further, the number of appointments scheduled in a given panel was not mandated.  It 
was reported in interviews that physician productivity was as low as 25% in some 
cases, and 80% of physicians were operating at below capacity.  On average, 
physicians were seeing 6.5 patients per day against a target of 8.0.  The result was a 
two-fold negative impact on revenue: first, fewer patients being seen meant less 
revenue was generated than could be.  Second, SCVMC was, in some cases, paying 
physicians a full salary for part-time work.  Further, the 8.0 patients per day target, even 
if met, is too low to reach break-even financial performance. 

Under the new VPG contract,3  patient scheduling has been centralized and the number 
of patients scheduled has increased.  SCVMC negotiated a new scheduling target, 
starting with 10.0 patients per day (up from the previous 8.0), eventually ramping up to 
the new target of 16.0 patients per day. 

Increasing the number of available appointments will directly increase revenue, 
assuming the appointment slots are filled.  Presently two barriers hamper the ability to 
fill appointments.  First, there is an inordinately long telephone wait time for scheduling 
an appointment.  The Grand Jury learned telephone wait times as long as four hours to 
simply schedule an appointment were common.  The second problem in scheduling is 
the no-show rate.  Nationally, that rate is approximately 5.5%.  At SCVMC, the no-show 
rate is as high as 20%.  To address these problems, SCVMC has recently increased 
staff in the call/scheduling center and has implemented a policy of overbooking in 
anticipation of no shows. 

As to the issue of whether SCVMC was paying full-time salaries for part-time work, 
SCVMC did not previously track physician utilization to know if it was paying for time 
that was not revenue-generating clinic time.  A newly implemented system will track 
each physician’s clinical, administrative, research, teaching, and scholarly time, with a 
utilization goal of 90% clinic time.  With this data, SCVMC can more accurately evaluate 
physician productivity. 

Increasing productivity is a critical first step; however, equally important is improving 
patient satisfaction to retain current patients and to attract new patients.  Interviews 
revealed that patient satisfaction is relatively low.  This impedes new growth because 
unhappy patients are less likely to return if they have service alternatives.  Dissatisfied 
patients will not likely refer friends and family to SCVMC, so a growth opportunity is lost. 
At a joint meeting among the County and City of San Jose, it was reported that SCVMC 
was “changing the system from one that is reactive, episodic, and physician-centered to 
one that is proactive, coordinated and patient centered.”4  

3 BOS Board meeting, December 6, 2011, in the Board Of Supervisors' Chambers. Agenda item 27, Supp 
Info 1A, Memorandum of Agreement (Agreements and Amendments) 
4 BOS Joint meeting, October 28, 2011, at the San Jose City Council Chambers.  Agenda Item 3b, 
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A Center for Leadership and Transformation (CLT) initiative (see appendix A for more 
about CLT) is reportedly working to shift the SCVMC focus from physician-centric to 
patient-centric.  Patient satisfaction surveys are administered with a view toward 
understanding how SCVMC can improve its service.  In addition, the new hospital tower 
with 168 private rooms reportedly will rival the best private hospital rooms in the county. 

The Grand Jury also learned that SCVMC does not currently market its services, in 
spite of the claim that they operate several top-rated specialty clinics on par with the 
best medical facilities in the region.  The existence of their world-class services may not 
be broadly understood among county residents. 

Correcting Flaws in the Revenue Cycle 

Increasing productivity by seeing more patients does not automatically lead to increased 
revenues.  Underlying patient care is a complex revenue cycle that relies on accuracy of 
data in order to generate a valid invoice. SCVMC’s revenue cycle consists of three main 
components: 

a. Pre-service: capturing accurate patient name and address information,
verification of and obtaining prior authorization from the patient’s insurance
carrier, and scheduling appointments

b. Service: capturing treatment information during the patient’s visit with the
physician

c. Billing: generating accurate billing statements and improving collections.

The Grand Jury learned that some element of each of the above components is 
dysfunctional to the point that revenue collection is hampered.  The SCVHHS Enterprise 
Consolidated Balance Sheet as of June 30, 2011 shows an outstanding accounts 
receivable balance of more than $133 million (78 days average in accounts 
receivable).5  Reducing the collection period is an area of improvement on which 
SCVMC is working. 

It should be noted that SCVMC is implementing a new digital hospital management 
system called EpicCare in May 2013.  This electronic record-keeping system has the 
potential to make physicians more productive by simplifying the important patient-
related elements of their care delivery.  In each examination room there will be 
computer screens providing access to patient medical history, past appointments, 
prescribed medications, lab test results, as well as a word processing capability to 
record patient appointment information. On the patient side, EpicCare enables patients 

County of Santa Clara Budget Update,  Supp. Info. 1 - Item 3 City County Intro Memo (Miscellaneous) 

5 Memo from Sylvia M. Gallegos, Deputy County Executive/Acting Director SCVHHS to Santa Clara 
County Health and Hospital Committee, dated April 14, 2010. 
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to do more via online queries and self-help health reminders, perform self-service refills, 
appointment scheduling and bill pay. All these features have the potential to increase 
patient satisfaction and are expected to ultimately reduce SCVMC’s record-keeping 
costs. 

Decreasing Controllable Costs 

Grand Jury interviews revealed that until recently, there was no discipline and no 
platform around which to control costs.  For instance, the new SCVHHS CFO reported 
that there are numerous reports with information useful for management decisions, but 
few managers were versed in using them.  Efforts to change the management approach 
from casual conversation without accountability to performance improvement using the 
data available are part of the cultural changes taking place. 

The Grand Jury learned that a key contributor to SCVMC’s poor fiscal management was 
the lack of rigor given to budgeting and subsequent tracking of expenses against 
budget.  Instead, budgeting was reportedly done by using the prior year’s budget and 
applying an escalation factor.  No effort was made to reconcile actual expenses against 
budgeted expenses, to understand the differences between the two and the causes of 
losses, to explore census6 trends and to build the next year’s budget using this type of 
information.   

Another factor in controlling costs is controlling labor.  In many businesses, managers 
can add and eliminate positions as business forecasts dictate, or can reduce hours to fit 
demand.  At the hospital, as with other County departments, staffing is set by the 
County’s Master Salary Ordinance7, which codifies all approved full-time and part-time 
positions. Once this is established, it is not possible to modify the position, for instance 
changing a full time to a part-time position.  At the hospital, some employees are being 
paid full time when they are effectively working part time. For instance, if demand for a 
given clinic has a cyclical drop, SCVMC does not have the latitude to reduce hours.  It 
may move staff to other locations, but if demand is lower overall, SCVMC must still pay 
full salaries or reduce its staff. While this situation will change as capacity improves, in 
the interim, there is no flexibility to reduce the hours temporarily until capacity warrants 
full-time positions.  While there is a provision for employees to request a reduction of 
hours, employers do not have this same ability. Overall SCVMC’s ability to manage staff 
according to demand is limited by the inability to have more flexible staffing.   

Managers could get around this problem by opening part-time positions; however, with 
a hiring freeze in place, there is not much opportunity to open part-time positions at this 
time.  As a result of this staffing conundrum, in some areas SCVMC is paying full cost 

6 Census is the daily patient count. 
7 To view the full text of the Master Salary Ordinance, click on this URL: 
http://www.sccgov.org/sites/esa/Salary%20Ordinance/Documents/Master-Salary-Ordinance---NS-5-
11.pdf
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for part-time needs. Unbalanced staffing was exacerbated by the prior method of 
physician scheduling.  Further, it is very difficult to eliminate a position, even if it is 
unfilled.  SCVMC can leave coded jobs unfilled, using contracted labor to manage 
fluctuations in demand.  However, the contracts for such services should be structured 
to the maximum benefit of SCVMC—prioritizing around what is best for the hospital and 
its patients versus what is best for the healthcare providers.  This flexibility will enable 
management to adjust hours as necessitated by census demand in order to avoid 
paying for services not needed. 

The Impact of the Federal Health Care Reform Act 

The Federal Health Care Reform Act (HCRA) immediately changed the way federally 
supported hospitals receive funding.  HCRA will also increase the number of persons 
with access to healthcare.  Up to a potential 40,000 currently uninsured individuals will 
be covered by the HCRA in the county starting in 2014.  

Although HCRA was signed into law two years ago, it is presently being challenged in 
the Supreme Court. Arguments are being raised about the constitutionality of the 
Affordable Care Act's individual mandate and issues surrounding federal versus state 
powers. 

Prior to HCRA, public hospitals received block grants from the federal government. 
HCRA now requires hospital accountability in several dimensions of operation before 
federal funds are released.  This accountability is driven through the Delivery System 
Reform Incentive Payments (DSRIP) funding allocation plan.  DSRIP fundamentally 
drives each public hospital to develop and bolster the systems most needed to deliver 
effective service for their particular population.  This accountability requires hospitals to 
implement systems to ensure performance requirements are tracked, met and reported 
before federal funding is released.  SCVMC has hired Alvarez and Marsal (A&M), a 
consulting hospital management firm, to identify the initiatives needed and to guide 
implementation of the performance management systems needed to meet DSRIP 
requirements.  Initiatives are underway to meet the requirements and work plans are in 
place for these initiatives.   

The plans include a number of defined projects that, in aggregate, will position SCVMC 
for full implementation of health care reform in 2014.  The systems and discipline 
needed to meet DSRIP requirements are part and parcel of what is needed to turn 
SCVMC around financially, and underscore the necessity to make needed change. 
However, an A&M status report dated Oct 25, 2011 states, “There is substantive risk to 
successful operational change as defined by the DSRIP initiatives and the collection of 
budgeted funds for this fiscal year and the future years, if the infrastructure and staffing 
are not put in place.”8  

8 Memo from George Pillari & Mark Finucane (Alvarez & Marsal Healthcare Industry Group, LLC), to the
County Health and Hospital Committee, subject: A&M Project Report, dated October 25, 2011. 
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Regarding the potential increase of 40,000 new patients under HCRA, not all of these 
newly insured patients will seek health care from SCVMC.  Patients have a choice of 
hospitals and health care providers, so SCVMC will need to compete for those dollars. 
To attract and retain these patients, patient satisfaction is key.  Further, HCRA changes 
the federal funding mechanism by requiring hospitals to demonstrate patient satisfaction 
(among other measures) in order to receive federal money. Therefore, SCVMC is 
compelled to improve patient satisfaction to receive these monies.  

Clarifying the Financial Picture 

SCVMC is a very large enterprise hospital operation and, justifiably, has its own 
computer systems, including an accounting system.  The County has its own 
information systems and also maintains SCVMC financial data.  Effectively, there are 
two sets of books on SCVMC.  According to Linda Smith, SCVMC CEO, there is no 
cross-talk between the applications at SCVMC and the County to ensure data 
consistency9.  This lack of consistent data was recently underscored when the Audit 
found millions of dollars worth of equipment missing from the County’s books10 while the 
SCVMC books did account for the so-called “missing” equipment. EpicCare will 
introduce a new financial system, but it does not address the lack of communication 
between the County’s systems. Data from the SCVMC should update the data in the 
County SAP system on a regular basis 

As a $1.2B annual operation, SCVMC is large enough to warrant its own financial report 
to the public.  The County’s Comprehensive Annual Financial Report (CAFR) does 
show some SCVMC financial information. For example, inter-fund transfers from the 
General Fund (GF) to SCVMC and vice-versa are contained in the inter-fund statements 
in the CAFR.  A GF “Grant” is shown on the "Santa Clara Valley Medical Center 
Statement of Revenues and Expenses Summary" statement in the Final Budget 
document.11  However, it is not possible to discern the overall financial picture of 
SCVMC from this information, let alone a detailed understanding.  One would need to 
be very familiar with the internal workings of SCVMC, or need to attend the BOS Health 
and Hospital Services Committee meetings on a regular basis, to be able to determine 
how well SCVMC performed during the fiscal year.  This performance is reported in the 
Audit, but the general public has no means of seeing the consolidated financial 
performance of SCVMC on an annual basis. 

9 Data consistency summarizes the validity, accuracy, usability and integrity of related data between 
applications and across the IT enterprise. This ensures that each user observes a consistent view of the 
data, including visible changes made by the user's own transactions and transactions of other users or 
processes. 
10 Management Audit of Santa Clara Valley Health and Hospital System Administration and Support 
Services, April 6, 2011, Executive Summary, page iii, “High Level of Missing Hospital Equipment” 
11 Fiscal Year 2012 Final Budget, "Santa Clara Valley Medical Center Statement of Revenues and 
Expenses Summary", page 309 
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Conclusions 

SCVMC is a critical county resource, but this $1.2 billion operation has historically 
demonstrated a chronic loss of revenue, requiring bailout from the County’s General 
Fund.  While it is reasonable to expect the County to fund SCVMC to some degree, 
sound financial management—including budgeting and measuring performance against 
budgets—has been lacking.  Further, until recently, the BOS has not demonstrated the 
political will to hold SCVMC leadership accountable for poor performance. 

The Grand Jury found that recent changes in management staff and the implementation 
of new policies focused on increasing productivity—and redressing the revenue 
problem—are a marked and welcomed change of course for SCVMC.  Under the 
leadership of the Office of the County Executive, the following changes are noteworthy 
by addressing chronic problems head-on: 

Hiring a new SCVMC CEO with policies and systems underway to hold
physicians accountable for meeting productivity goals and to hold managers
accountable for meeting performance goals

Hiring a new SCVHHS CFO with policies and systems underway to correct the
financial planning and reporting systems and to train line managers in financial
performance management

Establishing problem-solving teams to correct revenue cycle flaws to increase
successful revenue receipts

Putting teams in place to develop the performance measurement systems
needed to continue to receive Federal funding

Implementing EpicCare, an electronic record-keeping system that will improve
the patient experience and streamline recordkeeping for physicians.

This work is beginning to pay off.  The SCVMC CEO reports that physician 
appointments have increased an average of 1.5 per four-hour session, from 6.5 to 8.0 
for Medicine and from 6.5 to 10.0 for Pediatrics & Obstetrics.  Overall, throughput is 
increasing.  January showed a 25% daily increase in patients seen, increasing, on the 
average, from 2700 to 3500 per day throughout the hospital and clinics combined. While 
it is too early to tell whether these gains will hold, SCVMC seems poised to achieve 
their new goals of break-even in FY 2013.  
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Findings and Recommendations 

Finding 1 

The new SCVMC management team is making good strides to address historically poor 
financial management by creating cost center manager responsibility, targeted to deliver 
break-even or better financial performance. 

Recommendation 1A 

The County should require that SCVMC stays within the budget to avoid future 
unplanned subsidies from the General Fund. 

Recommendation 1B 

The County should require that hospital leadership runs SCVMC as a business and 
require leadership to make appropriate financial decisions using the data the hospital 
systems generate. 

Finding 2 

SCVMC has historically operated below capacity, which directly contributed to its 
chronically poor financial performance, resulting in County bailout from the General 
Fund.  Increasing productivity is critical to SCVMC’s financial performance. 

Recommendation 2 

The County should implement systems to increase productivity in reaching break-even 
financial performance. 

Finding 3 

The performance indicators imposed by the HCRA—improved patient experience, 
improved capacity and access, measure and control cost—are precisely the measures 
that should have been in place years ago and, if implemented, can lead to significantly 
improved SCVMC performance. 

Recommendation 3 

Regardless of how HCRA may be affected by the United States Supreme Court 
decision, the County should adopt performance measurements consistent with the 
HCRA indicators because they can lead to improved SCVMC performance. 
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Finding 4 

The Audit pointed out that SCVMC keeps a separate set of books from the County’s 
SAP system, and the two do not match.  This makes it difficult to obtain accurate 
financial information. 

Recommendation 4 

The County should develop and implement an interface between the SCVMC and 
County systems to ensure data consistency, in accordance with generally accepted 
accounting principles. 

Finding 5 

SCVMC financial data is not transparent to the public due to the confusing way parts of 
SCVMC finances are broken up and tracked in the County’s CAFR.  

Recommendation 5 

The County should require an SCVMC consolidated financial statement reported as part 
of the CAFR. 

Finding 6  
The new EpicCare system offers benefits in streamlining records, patient access to 
records, and accounting performance (accounts payable/accounts receivable systems). 

Recommendation 6 

The County should give SCVMC’s implementation of EpicCare top priority to meet the 
scheduled May 2013 date. 

Finding 7 

SCVMC has best-in-class care facilities that would be attractive to new patients, but 
SCVMC does little to advertise its services and specialties to attract new patients. 

Recommendation 7 

The County should establish a marketing function directed at increasing public 
awareness of the services SCVMC offers. 
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Appendix A: List of Documents Reviewed 

BOS Joint meeting, October 28, 2011, at the San Jose City Council Chambers.  Agenda 
Item 3b, County of Santa Clara Budget Update, Supp. Info. 1 - Item 3 City County Intro 
Memo (Miscellaneous).

BOS Board meeting, December 6, 2011, in the Board Of Supervisors' Chambers. Agenda 
item 27, Supp Info 1A, Memorandum of Agreement (Agreements and Amendments) 

Santa Clara County, Fiscal Year 2012 Final Budget 

Management Audit of Santa Clara Valley Health and Hospital System Administration and 
Support Services, April 6, 2011

Santa Clara County, Master Salary Ordinance 

Memo from Gallegos, Sylvia M., Deputy County Executive/Acting Director, SCVHHS, to 
Santa Clara County Health and Hospital Committee, Dated April 14, 2010 

Memo from Smith, Jeffrey V., County Executive, to the Board of Supervisors, Subject: 
Recommendations Relating to Activities of the Center for Leadership and 
Transformation, Dated January 11, 2011 

Memo from Pillari, George and Finucane, Mark (Alvarez & Marsal Healthcare Industry 
Group, LLC), to the County Health and Hospital Committee, Subject: A&M Project 
Report, Dated October 25, 2011 

Santa Clara County Health and Hospital Committee, Dated April 14, 2010 
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Appendix B: Center for Leadership and Transformation (CLT)12 

At the March 2, 2010 Board of Supervisors (BOS) meeting, the BOS approved the 
County Executive’s recommendation to contract with Rapid Transformation, LLC, in the 
amount of $196,000, for period beginning March 1, 2010 to June 30, 2010 (Agenda Item 
#11g). These activities have been completed. 

As part of the FY 2011 Approved Budget, the Board approved an expenditure of 
$600,000 for FY 2011 for a combination of executive management training, mid-level 
manager training, Rapid Transformation efforts, and website development. 

During the FY 2011 Budget Hearings, the Board approved funding to continue the 
organizational transformation efforts begun under the auspices of the Center for 
Leadership and Transformation. Rapid Transformation, LLC, headed by Dr. Behnam 
Tabrizi is conducting these efforts with the participation of County staff. 

$100,000 will be used to provide continued outreach with the County organization, 
including professional filming of key training sessions so they can be experienced by a 
wider County employee audience. The $270,000 being requested for CLT activities will 
be offset by revenues that are anticipated due to current CLT efforts to maximize 
revenues at Santa Clara Valley Medical Center. In addition to the active CLT project 
action teams, the SCVHHS Administration and staff have demonstrated organizational 
leadership and commitment to applying transformation principles to multiple aspects of 
the healthcare system, including assigning a cross-boundary team to examine the Medi-
Cal waiver programs and other ongoing departmental efforts. 

12 Memo from Jeffrey V. Smith, County Executive, to the Board of Supervisors, subject: Recommendations
Relating to Activities of the Center for Leadership and Transformation, dated January 11, 2011. 
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This report was PASSED and ADOPTED with a concurrence of at least 12 grand jurors 
on this 3rd day of May, 2012. 

Kathryn G. Janoff 
Foreperson 

Alfred P. Bicho 
Foreperson pro tem 

James T. Messano 
Secretary 
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Appendix B 

The response from the County to the report of the 2011-2012 Santa Clara County 
Civil Grand Jury titled “CHANGE STARTS AT THE TOP IN SANTA CLARA VALLEY 
MEDICAL CENTER RESUSCITATION” starts on the following page.  Page numbers 
have been added to stay consisent with the original report.

This file can be found online at: 
http://www.scscourt.org/court_divisions/civil/cgj/2012/responses/vmc/sccounty.pdf 
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Appendix C 
Documents Reviewed 

 “Change Starts at the Top in Santa Clara Valley Medical Center
Resuscitation,” Civil Grand Jury Report of May 2, 2012

 “Fiscal Year 2015 Final Budget,” County of Santa Clara

 County of Santa Clara, “Comprehensive Annual Financial Report Fiscal
Year Ended June 30, 2013; pages i-x, 1-25.

 Santa Clara Valley Health & Hospital System Enterprise Fund,
Independent Auditor’s Reports, Management’s Discussion and Analysis
and Financial Statements, For the Fiscal Years Ended June 30, 2012
and 2011, pages 1-40.

 Monthly reports to County of Santa Clara Board of Supervisors Health
and Hospital Committee, October 2014 - April 2015.
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