HOSPITAL AND MANAGED CARE PROVIDER TAX
House Bill 2747, Chapter 736, Oregon Laws 2003

House Bill 3057, Chapter 780, Oregon Laws 2007

MARCH 2004 THROUGH SEPTEMBER 2009

Oregon Law
· HB 2747 (2003 Regular Session) imposed an industry-supported tax on hospitals and Medicaid managed care plans to support the Oregon Health Plan (OHP).

· HB 3057 (2007 Regular Session) extended the provider taxes and clarified that hospital tax revenue could only be used for hospital services for OHP Standard clients and enhanced reimbursement for hospitals.

Hospital Provider Tax

· Tax began July 2004.
· See Oregon Administrative Rules 410-050-0700 through 410-050-0870.
· Administrative rules were adopted October 1, 2004, but were effective retroactively to March 1, 2004 dates of service. (Paid claims were automatically adjusted and the difference paid to the hospitals.)

· Taxes paid quarterly based on Diagnostic Related Group (DRG) hospital net patient revenue received in the prior quarter.

· Payment: Due no later than 75 days after the close of the calendar quarter.

· Exempt: Rural hospitals (Type A and B), pediatric specialty hospitals providing care to children at no charge, and Veterans’ hospitals.
· Tax rate (percentage of net patient revenue):

· 0.95% for July 2004 through December 2004

· 0.68% for January 2005 through June 2006

· 0.82% for July 2006 through December 2007

· 0.63% for January 2008 through June 2009

· 0.15% for July 2009 through September 2009

	Hospital Tax Payments

	Biennium
	Date Received
	Quarter  Taxed
	Amount

	2003 – 2005
	December 2004
	July – September 2004
	$10,578,321

	 
	March 2005
	October – December 2004
	10,891,161

	 
	June 2005
	January - March 2005
	7,988,472

	Hospital Tax Payments (Continued)

	Biennium
	Date Received
	Quarter  Taxed
	Amount

	
	September 2005
	April – June 2005
	$8,108,382

	2005 – 2007
	December 2005
	July - September 2005
	8,286,030

	
	March 2006
	October – December 2005
	8,532,516

	
	May 2006
	Fiscal Year Reconciliation
	92,875

	
	June 2006
	January - March 2006
	8,590,141

	
	August 2006
	Fiscal Year Reconciliation
	122,464

	
	September 2006
	April – June 2006
	9,079,697

	
	December 2006
	July – September 2006
	10,712,760

	
	March 2007
	October – December 2006
	11,006,521

	
	June 2007
	January - March 2007
	11,193,867

	
	September 2007
	April – June 2007
	11,850,719

	2007 – 2009
	December 2007
	July – September 2007
	11,516,175

	
	March 2008
	October – December 2007
	12,174,363

	
	June 2008
	January – March 2008
	9,520,037

	
	September 2008
	April – June 2008
	9,773,152

	
	December 2008
	July – September 2008
	9,570,567

	
	March 2009
	October – December 2008
	9,734,591

	
	June 2009
	January – March 2009
	10,058,801

	
	September 2009
	April – June 2009
	10,645,459

	2009 – 2011
	December 2009
	July – September 2009
	2,477,838


· In August 2005, hospital claims were given priority over all other submitted claims to increase the hospital’s cash flow prior to the September 2005 tax payment.

· The hospital tax purposes:
· OHP Standard hospital-related expenditures
· Increase in the DRG hospital fee-for-service (FFS) reimbursement
· Restoration of retroactive eligibility for OHP Standard
· Administrative Costs
· Hospital tax revenue not used to pay for non-hospital managed care organizations (MCO) and non-hospital FFS medical care for OHP Standard.  [NOTE:  The component of the MCO capitation payment that was for hospital services for OHP Standard was funded with hospital provider tax rather than MCO provider tax.]
DRG Hospital Enhanced Reimbursement: Fee-for-Service (FFS)
· Hospital provider tax revenues funded increases in FFS DRG hospital reimbursement above base levels, effective 3/1/04.
· Enhanced FFS hospital reimbursement included:

	Period
	Inpatient

Paid on DRG Basis
	Outpatient

Paid on Cost-to-Charge Ratio

	Prior to March 2004
	Average of 59% of 2004 Medicare Unit Value (MUV)
	Average of 59% of cost


	 3/01/2004
	Increased from

59% to 80% of 2004 MUV
	Increased from

59% to 80% of cost

	 8/15/2005
	Increased from

80% to 100% of 2004 MUV
	

	 5/01/2009
	Increased from

100% to 108.5% of 2004 MUV
	Increased from

80% to 100% of cost


· Exception to FFS enhanced reimbursement:
· March 2004, clinical and non-clinical laboratory, diagnostic and therapeutic radiology, nuclear medicine, maternity case management, CT scans, MRI and other imaging claims were paid on a fee schedule that physicians and other providers use.

· Payments were not subject to enhanced reimbursement.

· Effective 1/1/06, only clinical laboratory and maternity case management claims were paid on a fee schedule.

· Effective 7/1/06, only clinical lab claims were paid on fee schedule.

Equilibrium

· The political agreement between the Department of Human Services (DHS) and Oregon Association of Hospitals and Health Systems (OAHHS) was that for every dollar in hospital provider tax paid, DHS would pay an equal amount in enhanced FFS DRG hospital reimbursement creating “equilibrium” in aggregate.
· DHS monitored the tax rate and adjusted it up or down, as needed, to comply with the agreement.

· A portion of the total enhanced fees due to/from hospitals happened two or three years later through the hospital settlement process.

Medicaid Managed Care Organization Tax

· Tax began May 2004.
· See Oregon Administrative Rules 410-050-0100 through 410-050-0250.
· Taxes paid quarterly based on the gross amount of Medicaid managed care plan capitation payments received in the prior quarter.

· Payment: Due no later than 75 days after the close of the quarter.

· Tax rate (percentage of gross capitation payments):
· 5.8% for May 2004 through December 2007

· 5.5% for January 2008 through September 2009

	MCO Tax Payments

	Biennium
	Date Received
	Quarter Taxed
	Amount Received

	2003 - 2005
	September 2004
	May – June 2004
	  $  8,101,087

	 
	December 2004
	July – September 2004
	14,197,879

	 
	March 2005
	October – December 2004
	15,866,450

	 
	June 2005
	January – March 2005
	15,577,476

	 
	September 2005
	April - June 2005
	15,673,089

	2005 - 2007
	December 2005
	July – September 2005
	15,576,844

	
	March 2006
	October – December 2005
	16,574,456

	
	June 2006
	January - March 2006
	13,354,690

	
	September 2006
	April - June 2006
	14,380,529

	
	December 2006
	July – September 2006
	14,364,045

	
	March 2007
	October – December 2006
	13,929,232

	
	June 2007
	January - March 2007
	14,193,761

	
	September 2007
	April - June 2007
	14,413,049

	
	December 2007
	July – September 2007
	14,370,275

	
	March 2008
	October – December 2008
	14,572,009

	
	June 2008
	January – March 2008
	15,608,917

	
	September 2008
	April – June 2008
	16,759,438

	
	December 2008
	July – September 2008
	17,413,240

	
	March 2009
	October – December 2009
	17,568,236

	
	June 2009
	January – March 2009
	18,206,964

	
	September 2009
	April – June 2009
	18,973,084

	2009 – 2011
	December 2009
	July – September 2009
	18,502,384


· The managed care tax was assessed on prepaid managed care health services organizations: Fully Capitated Health Plans, Mental Health Organization, Dental Care Organizations, and Chemical Dependency Organizations.

· The tax was used for the following purposes:

· Funding non-hospital health services for OHP Standard coverage.
· Administrative costs

· Prior to May 2004, plans received an administrative fee equal to 8% of the total capitation received (including the amounts for services and for administration).
· Starting May 2004, plans received an administrative fee equal to 13.34% of total capitation.

· Managed Care Enrollment fluctuations impacted the revenue projected from MCO provider taxes.

� Effective January 1, 2006, the administrative reimbursement in the capitation rates for dual eligibles was increased, but not as a result of provider taxes. The administrative calculation was modified to reflect that the administrative burden for plans remained relatively unchanged even though costs associated with Medicare Part D drugs were removed from the rates. The administrative fee for dual eligibles ranged from 21.44% to 24.9%, depending on the rate group. The administrative fee for all other rate groups remained at 13.34%.
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