Proposition 3: Children’s Hospital Bond
Frequently Asked Questions

What is Proposition 3?

Proposition 3 would authorize $980 million in state general-obligation bonds to fund grants to the eight eligible regional, not-for-profit children’s hospitals, and the five University of California Children’s Hospitals. Children’s Hospitals could use the grants for construction, expansion, remodeling, renovation, furnishing, equipping, financing, or refinancing of infrastructure. Funds could not be used for operations or administration.

How is Proposition 3 funded?

Funding would come from the issuance of general-obligation bonds, guaranteed by the state’s taxing power, to finance the Children’s Hospital Bond Act fund. Such bonds are a type of long-term borrowing. The state would pay the principal and interest from its general fund, which is largely supported by current tax revenues.  Prop 3 would not raise taxes. Voter support of Prop 3 sends a message to the Legislature that Children’s Hospitals are a priority. State law requires that voter-approved funding for this program must all be allocated to Children’s Hospitals for the intended purpose – the fund could not be raided and used for another purpose.  
Why should we use a bond to pay for Children’s Hospitals?

The Children’s Hospital Bond is an investment in the lives of millions of children who will be cared for over the next 30 years at these premiere pediatric facilities. California uses bonds to fund major capital and infrastructure improvements, just as homeowners use mortgages to fund the long-term purchase of homes. The up-front cost of infrastructure improvements necessitates spreading the cost over many years. 
How much does Proposition 3 cost?

Over 30 years, the bonds would cost about $2 billion, including the $980 million of principal and $933 million in interest. California would make annual payments of around $64 million from its general fund. This represents less than 1/10th of one percent of the State’s annual budget. The California Health Facilities Financing Authority (CHFFA), a subdivision of the state treasurer’s office, would oversee grant disbursement. Its administrative cost would be the lesser of the actual cost or 1% of the bond fund.

How would Proposition 3 funds be allocated?

Two categories of hospitals would be eligible for Prop. 3 funds: the eight private, not-for-profit regional children’s hospitals and the five University of California children’s hospitals. In the first category are: Loma Linda University Children’s Hospital; Miller Children’s Hospital at Long Beach; Childrens Hospital Los Angeles; Children’s Hospital Central California in Madera; Children’s Hospital and Research Center at Oakland; Children’s Hospital of Orange County; Rady Children’s Hospital-San Diego; and Lucile Packard Children’s Hospital at Stanford. In the second category are: UC Davis Children’s Hospital; University Children’s Hospital (UC Irvine); Mattel Children’s Hospital UCLA; Children’s Hospital and Health Center (UC San Diego); and UC San Francisco Children’s Hospital. 

Eighty percent of the total funds (about $784 million for a maximum of $98 million per facility) would be available to the private, not-for-profit children’s hospitals, and 20% (about $196 million for a maximum of about $39 million per facility) to the UC-affiliated hospitals.  The 80%/20% division of funds is based on the proportionality of government-sponsored children treated at the 13 Children’s Hospitals.
Who approves the grants?

The eligible Children’s Hospitals must apply for specific project grants to the California Health Facilities Financing Authority (CHFFA), a subdivision of the State Treasurer’s office, which oversees and approves all distributions from the bond program.  As the fiduciary of the funds, CHFFA’s review is extensive, site visits are required, a post-completion report is required for each award and the program is subject to state audit.
.  
On what basis would grants be made?
To qualify for funds, each eligible Children’s Hospital must demonstrate to CHFFA that they provide clinical care, provide pediatric teaching, research, and advocacy focused on children. They must provide comprehensive pediatric care to a high volume of children who are eligible for government programs or whose special health care needs make them eligible for California Children’s Services, a state health program. 

In addition, a facility must: (1) have at least 160 licensed beds dedicated to pediatric acute and intensive care and to neonatal intensive care; (2) have an annual pediatric patient census of at least 30,000; and (3) educate at least eight, full-time-equivalent pediatric or pediatric subspecialty residents. Any portion of the $980 million that any children’s hospital does not use by June 30, 2018, would be put into a pool for use by any of the other qualifying children’s hospitals. 

Who supports Proposition 3?

Prop 3 is endorsed by a bi-partisan group of distinguished individuals and organizations. Examples include the California Democratic Party, former Republican Governor Pete Wilson, the California State Chamber of Commerce, the California Medical Association and the Regents of the University of California. Children’s groups such as the Children’s Defense Fund, Children NOW, the American Academy of Pediatrics, California, the California PTA, and California Federation of Teachers have endorsed Proposition 3 as have several elected officials and leaders such as U.S. Senator Barbara Boxer, State Treasurer Bill Lockyer and Lt. Governor John Garamendi.  Author and actor Jamie Lee Curtis is the spokesperson for the campaign and the list of endorsements grows every day.  See a complete list of endorsements at www.ImagineWithUs.org.  
Is there any opposition to Proposition 3?

Individuals affiliated with statewide tax groups oppose Prop 3, along with the other bonds on the November 2008 ballot. However, no group has formed specifically to oppose Prop. 3 and no campaign contributions have been collected to oppose Prop. 3.  
Has this ever been done before?

In 2004, more than 58% of California’s voters approved a $750 million bond for expansion, renovations and equipment purchases in Children’s Hospitals.  However, the capital needs far exceed the funding available from that bond and nearly 70% of the funds authorized in 2004 will be committed for approved projects by the end of this year.  More than 90% of these approved funds are for construction and expansion projects.  Statewide, every Children’s Hospital is either under construction or in the planning stage, and is using every possible means to finance the increasingly expensive costs. Examples of current and planned projects include construction of complete new hospitals and inpatient towers, as well as the expansion and renovation of outpatient centers, Neonatal Intensive Care Units (NICU), Pediatric Intensive Care Units (PICU), Emergency Departments, surgical suites and cancer centers and the purchase of state-of-the-art diagnostic and treatment equipment. Without continued capital investment in medical equipment and facilities, California’s Children’s Hospitals cannot meet the needs of California’s expanding pediatric population which the Department of Finance projects to grow by 35% over the next two decades.
Shouldn’t the legislature make decisions about what programs to fund?
Children’s Hospitals sponsored a bill in 2007 to put the Children’s Hospital Bond Act of 2008 on the November ballot which passed the Assembly by the required 2/3 vote with strong bi-partisan support.  The bill was not considered in the Senate when health care reform failed. As time ran out for the Legislature to act, the Children’s Hospitals, with the support of the legislative sponsors, collected more than 684,000 signatures to qualify for the November ballot. 
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