Meeting name
Hospital Network Adequacy Workgroup - FCHPs and DRG Hospitals

Meeting place

Human Services Building, Room 160
500 Summer St NE

Salem, Oregon

Date of meeting
October 15, 2009

Start time
1:00 p.m.

Ending time
2:00 p.m.

Topics of discussion

Introductions

Review of HB 3259 and required provisions

Revised Contract Language

Revised Rule — 410-120-1295

Clarification re: MCO Medicare Rate

Survey Updates — Managed Care and Hospitals

Hospital/Managed Care Plan Discussion — use of Medicare payment
methodology

8. Next steps

NownkLb=

Contact person

Jon Pelkey, DMAP QI and Medical Section
503-947-2315
e-mail: jon.pelkey@state.or.us

Additional information

Bridge line 503-378-3333; material for this meeting is included in the
Attachments tab of this meeting announcement.
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Agenda and Meeting Materials


HB 3259 – Hospital Network Adequacy


DRG Hospitals and Managed Care Plans (FCHP)


Thursday, Oct. 15, 2009


1:00 to 2:00 pm


Conference Room 160 – DHS Building


500 Summer Street NE – Salem, OR


Bridge Line  (503) 378-3333


Facilitator:   Jon Pelkey, Quality Improvement and Medical Section


                     Manager, DMAP


Agenda

· Introductions

· Review of HB 3259 and required provisions

· Revised Contract Language

· Revised Rule – 410-120-1295

· Clarification re:  MCO Medicare Rate

· Survey Updates – Managed Care and Hospitals

· Hospital/Managed Care Plan Discussion – use of Medicare payment methodology

· Next Steps


75th OREGON LEGISLATIVE ASSEMBLY--2009 Regular Session

Enrolled
House Bill 3259

Sponsored by Representatives GREENLICK, HARKER; Representatives CANNON, DEMBROW,
GARRETT, KOTEK

AN ACT

Relating to the Oregon Health Plan; creating new provisions; amending ORS 414.736 and 414.743;
repealing ORS 414.743; and declaring an emergency.

Be It Enacted by the People of the State of Oregon:

SECTION 1. ORS 414,743 is amended to read: -
e AIATAS. (1} As used_in_ this. secticn, “fully_copitated hecith. plan”_means on organizetion thet . _._ " _

contracts with the Department of Human Services on a prepoid capitated basis under ORS 414.725 to
provide an adequate network of providers to ensure that all health services described in ORS 414.705
are reasonably accessible to enrollees.)

{(2)] (1) A fully capitated health plan that does not have a contraet with a hospitai to provide
inpatient or outpatient hospital services under ORS 414.705 to 414.750 must [pay for hospital services
at 80 percent of the Medicare rate for the noncontrecting hospitall, using a Medicare payment
methodology, reimburse the nonconiracting hospital for services provided to an enrollee of
the plan at a rate no less than a percentage of the Medicare reimbursement rate for those
services. The percentage of the Medicare reimbursement rate that is used to determine the
reimbursement rate nnder this subsection is equal to two percentage points Jess than the
percentage of Medicare cost used by the department in calculating the base hospital
capitation payment to the plan, excluding any supplemental payments.

[(3/] (2) A hospital that does not have a contract with a fully capitated health plan to provide
inpatient or cutpatient hospital services under ORS 414.705 to 414.750 must accept as payment in
full the rates described in subsection [{2)] (1) of this section.

[{4)] (3) This section does not apply to type A and type B hospitals, as described in ORS 442.470,
and rural critical access hospitals, as defined in ORS 315.613.

(571 {4) The Department of Human Services shall adopt rules to implement and administer this
section.

SECTION 2. ORS 414.743, as amended by section 2, chapter 886, Oregon Laws 2007, is amended
to read:

414.743. [(1) As used in this section, “fully capitated health plan” means an organization thot
contracts with the Department of Human Services on a prepaid capituted basis under ORS 414. 725 to
provide an adequate network of providers to ensure that all health services described in ORS 414.705
are reasonably gcecessible to enrollees.]

[f2)] (1) A fully capitated health plan that does not have a contract with a hospital to provide
inpatient or outpatient hospital services under ORS 414.705 to 414.750 must [pay for hospital services
as follows:]
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f(z) For inpatient hospital services, bused on the copiiation rates developed for the budget period,
at the level of the statewide avercge unit cost, muliiplied by the geographic factor, the poyment discount
factor and an adjustment factor of 0.925.]

[(b) For outpatient hospital services, besed on the copitation rates developed for the budget period,
at the level of charges multiplied by the statewide overage cost-to-charge ratio, the geographic factor,
the payment discount factor and an adjustment fuctor of 0.825.], using a Medicare payment meth-
odology, reimburse the noncontracting hospital for services provided to an enrollee of the
plan at a rate no less than a percentage of the Medicare reimbursement rate for those ser-
vices. The percentage of the Medicare reimbursement rate that is used fo determine the
reimbursement rate under this subsection is equal to two percentage pointis less than the
percentage of Medicare cost msed by the department in calculating the base hospital
capitation payment to the plan, excluding any supplemental payments.

[(3)] (2) A hospital that does not have a contract with a fully capitated health plan to provide
inpatient or outpatient hospital services under ORS 414.705 to 414.750 must accept as payment in
full for hospital services[, rafes:]

l(a) For inpatient hospital services, based on the copitation rates developed for the budget period,
at the level of the statewide average unit cost, multiplied by the geographic factor, the peyment discount
factor and an adjustment foctor of 0.925.1

I(b) For outpatient hospital services, based on the capitation rates developed for the budget period,
at the level of chorges multiplied by the statewide average cosi-to-charge ratio, the geographic factor,
the payment discount factor and an adjustment factor of 0.925.] the rates described in subsection
(1) of this section.

[(4/] {3} This section does not apply to type A and type B hospitals, as described in ORS 442.470,
and rural eritical access hospitals, as defined in ORS 315.613.

[(5)1 (4) The Department of Human Services shall adopt rules o implement and administer Uhis
section.

SECTION 3. ORS 414.736 is amended to read:

414.736. As used in this section and ORS 414.725, 414,737, 414,738, 414.739, 414,740, 414.741,
414.742], 474.743] and 414,744

(1) “Designated area” means a geographic area of the state defined by the Department of Human
Services by rule that is served by a prepaid managed care health services organization.

(2) “Fully capitated health plan” means an organization that contracts with the Department of
Human Services on a prepaid capitated basis under ORS 414.725 to provide an adequate network
of providers to ensure that the health services provided under the contract are reasonably accessi-
ble to enrollees.

(3) “Physician care crganization” means an organization that contracts with the Department of
Human Services on a prepaid capitated basis under ORS 414.725 to provide an adequate network
of providers to ensure that the health services described in ORS 414.705 (1)1, (c), (d}, (e}, (g) and
(j) are reasonahbly accessible to enrollees. A physician care erganization may also contract with the
department on a prepaid capitated basis to provide the health services deseribed in ORS 414.705
(1)(k) and (L).

(4) “Prepaid managed care health services erganization” means a managed physical health,
dental, mental health or chemical dependency organization that contracts with the Department of
Human Services on a prepaid capitated basis under ORS 414.725. A prepaid managed care health
services organization may be a dental care organization, fully capitated health plan, physician care
organization, mental health organization or chemical dependency organization.

SECTION 4. If House Bill 2009 becomes law, section 1 of this 2009 Act (amending ORS
414.743) is repeaied and ORS 414.743, as amended by section 337, chapter ., Oregon
Laws 2009 (Enrolled House Bill 2009), is amended to read:

414,743, [(1) As used in this section, “fully capitated health plan” means an organization that
contracts with the Oregon Healih Authority on a prepaid capitated basis under ORS 414.785 to provide
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an adeguate network of providers to ensure that oll health services described in ORS 414.705 are rea-
sonably accessible to enrollees.]

[(2)] (1) A fully capitated health plan that does not have a contract with a hospital to provide
inpatient or outpatient hospital services under ORS 414.705 to 414.750 must [pay for hospital services
at 80 percent of the Medicare rafe for the noncontracting hospitall, using a Medicare payment
methodology, reimburse the noncontracting hospital for services provided to an enrollee of
the plan at a rate no less than a percentage of the Medicare reimbursement rate for those
services. The percentage of the Medicare reimbursement rate that is used to determine the
reimbursement rate under this subsection is equal to two pereentage points less than the
percentage of Medicare cost used by the authority in calculating the base hospital capitation
payment to the plan, excluding any supplemental payments. :

[(3)] (2) A hospital that does not have a contract with a fully capitated health plan to provide
inpatient or outpatient hospital services under ORS 414.705 to 414.750 must accept as payment in
full the rates described in subseciion [(2)] (1) of this section.

[(4)1 (3) This section does not apply to type A and type B hospitals, as described in ORS 442.470,
and rural critical access hospitals, as defined in ORS 315.613.

[(5)] (4} The Oregon Health Authority shall adopt rules to implement and administer this sec-

tion.
" SECTION 5. If House Bill 2009 becomes law, section 2 of this 2009 Act (amending ORS
414.743) is repealed and ORS 414.743, as amended by section 2, chapter 886, Oregon Laws 2007,
and section 338, chapter — ., Oregon Laws 2009 (Enrolled House Bill 2009), is amended
to read: _

414743, [(1) As used in this section, “fully eupitated health plan™ means gn organization that
__contracts with the Oregors Health Authority on a prepaid capitated basis under ORS 414.725 to provide

an adequale network of providers to ensure that all health services described in URS 414,705 @re rea-

sonably accessible to enrollees.]

[(2}] (1) A fuily capitated health plan thai does not have a contract with a hospiial to provide
inpatient or outpatient hospital services under ORS 414.705 o 414.750 must Ipay for hospital services
as follows:]

{(a) For inpatient hospital services, based on the capiiotion rates developed for the budget period,
at the level of the statewide average unit cost, multiplied by the geographic factor, the payment discount
factor and an adjusiment factor of (.925.1

[(b) For outpatient hospital services, based on the capitation rates developed for the budget period,
at the level of charges multiplied by the statewide average cost-to-charge ratio, the geographic factor,
the payment discount factor and an adfustment factor of 0.925.], using a Medicare payment meth-
odology, reimburse the noncontracting hospital for services provided to an enrollee of the
plan at a rate no less than a percentage of the Medicare reimbursement rate for those ser-
vices. The percentage of the Medicare reimbursement rate that is used to determine the
reimbursement rate under this subsection is egual to two percentage poinis less than the
percentage of Medicare cost used by the authorify in calculating the base hospital capitation
payment to the plan, excluding any supplemental payments.

[(3}] (2) A hospital that does not have a contract with a fully capitated health plan to provide
inpatient or outpatient hospital services under ORS 414.705 to 414,750 must accept as payment in
fall for hospital services[, rates:]

{(a) For irpatient hospital services, bused on the capitation rates developed for the budget period,
at the level of the statewide average unit cost, multiplied by the geographic factor, the payment discount
factor and an adjustment factor of 0.925.]

[(b) For outpatient hospital services, bused on the capitation rates developed for the budget period,
at the level of charges multiplied by the statewide average cosi-fo-charge ratio, the geographic factor,
the payment discount factor and an adjustment factor of 0.925.1 the rates deseribed in subsection
(1) of this section.
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[{4)] (3} This section does not apply to type A and type B hospitals, as described in ORS 442.470,
and rural critical acecess hospitals, as defined in ORS 315.613.

[(5)] (4) The Oregon Health Authority shall adopt rules to implement and administer this sec-
tion.

SECTION 6. If House Bill 2009 becomes law, section 3 of this 2009 Act {(amending ORS
414.736) is repealed and ORS 414.736, as amended by section 329, chapter Oregon
Laws 2009 (Enrolled House Bill 2009), is amended fo read:

414.736. As used in this section and ORS 414.725, 414.737, 414,738, 414.739, 414740, 414,741[}
and 414.742 [and 414.743%

(1) “Designated area” means a geographic area of the state defined by the Oregon Health Au-
thority by rule that is served by a prepaid managed care health services organization.

(2) “Fully capitated health plan” means an organization that contracts with the Oregon Health
Authority or the Oregon Health Policy Board on a prepaid capitated basis under ORS 414.725 to
provide an adequate metwork of providers to ensure that the health services provided under the
contract are reasonably accessible to enrollees.

(3) “Physician care organization” means an organization that contracts with the Oregon Health
Authority or the Oregon Health Policy Board on a prepaid capitated basis under ORS 414,725 to
provide an adequate network of providers to ensure that the health services deseribed in ORS
414.705 (1)(b), (o), (d), (e), (g) and (j} are reasonably accessible to enrollees. A physician care organ-
ization may also contract with the authority or the board on a prepaid capitated basis to provide
the health services described in ORS 414.705 (1)(k) and (L).

{4) “Prepaid managed care health services organization” means a managed physical health,
dental, mental health or chemical dependency organization that contracts with the authority or the
board on a prepaid capitated basis under ORS 414.725. A prepaid managed care health services or-

- panization may.be a.dentsl care organization, fully capitated.health plan, physician care organiza-.

tion, mental health organization or chemical dependency organization.

SECTION 7. ORS 414.743 is repealed on January 2, 2014,

SECTION 8, The amendments to ORS 414.736 by sections 3 and 6 of this 2009 Act become
operative on January 2, 2014.

SECTION 9. This 2009 Act being necessary for the immediate preservation of the public
peace, health and safety, an emergency is declared to exist, and this 2009 Act takes effect
Qctober 1, 2009, '
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Passed by House June 26, 2009

Chief Clerk of House

Speaker of House

Passed by Senate June 28, 2009

President of Senate

Received by Governor:

Approved:

Governor

Filed in Office of Secretary of State:

Secretary of State
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DISCUSSION DRAFT


REVISION TO HOSPITAL NETWORK ADEQUACY EXHIBIT




1. Hospital Network Adequacy  

Contractor shall submit by February 28, 2010, Form K.2, which is attached to this Exhibit as Attachment 2, and incorporated herein by this reference.  This Form K.2 is an annual report of admissions and paid amounts from January 1, 2009 to December 31, 2009, that details hospital admissions at Contracted Hospitals and hospital admissions at Non-Contracted Hospitals. The report will also include the Contractor’s total outpatient costs at Contracted Hospitals and the Contractor’s total outpatient costs at Non-Contracted Hospitals. DMAP will review and analyze non-contracted claims by Contractor annually to determine if all hospital services are adequately represented.

Contractor and hospitals are expected to contract for an adequate hospital network for a full range of services reasonably expected to meet the needs of the Contractor’s number and location of DMAP Members.  

Definitions:  

Contracted Hospital - in this Exhibit K means a hospital that is a Subcontractor.


Non-Contracted Hospital – in this Exhibit K means a hospital that is not a Subcontractor. 


The following benchmarks will be monitored and evaluated to assess the adequacy of a hospital network:


a. A minimum of 90% of Contractor’s total inpatient admissions (excluding all outpatient services) shall be provided in hospitals under contract with the Contractor.


b. A minimum of 90% of Contractor’s total dollars paid for all outpatient services (excluding amounts paid for inpatient admissions) shall be provided in hospitals under contract with the Contractor.


In those instances where the percentage of Non-Contracted Hospital services are below the benchmarks or the DMAP review of the Contractor’s annual report of hospital admissions by DRG indicates Contractor’s hospital network is not adequate, DMAP shall determine if the Contractor and hospital(s) have both made a good faith effort to contract with each other.  


The determination of good faith shall consider the following:


a. The amount of time the Contractor has been actively trying to negotiate a contractual arrangement with the hospital(s) for the services involved;


b. The payment rates and methodology the Contractor has offered to the hospital(s);

c. The payment rates and methodology the hospital has offered to the Contractor;

d. Other hospital cost associated with non-financial contractual terms the Contractor has proposed including prior-authorization and other utilization management policies and practices;


e. The Contractor’s track record with respect to claims payment timeliness, overturned claims, denials, and hospital complaints;

f. The Contractor’s solvency status; and

g. The hospital(s)’ reasons for not contracting with the Contractor.


If DMAP determines that the Contractor has made a good faith effort to contract with the hospital, DMAP shall modify the benchmark calculation, if necessary, for the Contractor to exclude the hospital so the Contractor is not penalized for a hospital’s failure to contract in good faith with the Contractor.


If DMAP determines that the Contractor did not make a good faith effort, to negotiate and enter into reasonable contracts, DMAP may invoke the following remedies (until such time that the Contractor achieves the benchmarks and/or provides documentation to DMAP that is has an adequate hospital panel):


a. Monthly reporting;

b. Partial withholding of capitation payments (to be returned retroactively to the Contractor upon achieving compliance or termination/non-renewal of the contract); and finally,

c. Termination or non-renewal of this Contract.

EXHIBIT K – Attachment 2 – Form K.2 – Hospital Adequacy Report


Contractor




Report Period:

through




1. Complete the following table for the above report period:




[image: image1.emf]Provided at 


Contracted  


Hospitals


Provided at Non-


Contracted 


Hospitals


Total


Inpatient Hospital Services-  Provide 


the number of admissions for the 


reporting period


Outpatient Hospital Services- Provide 


the total paid for the reporting period




2. Complete the following table to provide detail by DRG for all admissions at Non-contracted hospitals for the report period above:




[image: image2.emf]DRG Description DRG Number Quantity Total Paid




Signed ______________________________


Title     ______________________________


Date     ______________________________

PAGE  

1

JUSTICE.1477741



_1268814737.xls
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			(Needs Heading)


			I.  Complete the following table for the reporting period:


						Provided at Contracted  Hospitals			Provided at Non-Contracted Hospitals			Total


			Inpatient Hospital Services-  Provide the number of admissions for the reporting period


			Outpatient Hospital Services- Provide the total paid for the reporting period


			II. Provide detail by DRG for all admissions at Non-Contracted DRG Hospitals for the reporting period:


			DRG Description			DRG Number			Quantity			Total Paid


			Total (should agree with corresponding figure from Section 1)
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			(Needs Heading)


			I.  Complete the following table for the reporting period:


						Provided at Contracted  Hospitals			Provided at Non-Contracted Hospitals			Total


			Inpatient Hospital Services-  Provide the number of admissions for the reporting period


			Outpatient Hospital Services- Provide the total paid for the reporting period


			II. Provide detail by DRG for all admissions at Non-Contracted DRG Hospitals for the reporting period:


			DRG Description			DRG Number			Quantity			Total Paid


			Total (should agree with corresponding figure from Section 1)
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75th OREGON LEGISLATIVE ASSEMBLY--2009 Regular Session

Enrolled
House Bill 3259

Sponsored by Representatives GREENLICK, HARKER; Representatives CANNON, DEMBROW,
GARRETT, KOTEK

AN ACT

Relating to the Oregon Health Plan; creating new provisions; amending ORS 414.736 and 414.743;
repealing ORS 414.743; and declaring an emergency.

Be It Enacted by the People of the State of Oregon:

SECTION 1. ORS 414,743 is amended to read: -
e AIATAS. (1} As used_in_ this. secticn, “fully_copitated hecith. plan”_means on organizetion thet . _._ " _

contracts with the Department of Human Services on a prepoid capitated basis under ORS 414.725 to
provide an adequate network of providers to ensure that all health services described in ORS 414.705
are reasonably accessible to enrollees.)

{(2)] (1) A fully capitated health plan that does not have a contraet with a hospitai to provide
inpatient or outpatient hospital services under ORS 414.705 to 414.750 must [pay for hospital services
at 80 percent of the Medicare rate for the noncontrecting hospitall, using a Medicare payment
methodology, reimburse the nonconiracting hospital for services provided to an enrollee of
the plan at a rate no less than a percentage of the Medicare reimbursement rate for those
services. The percentage of the Medicare reimbursement rate that is used to determine the
reimbursement rate nnder this subsection is equal to two percentage points Jess than the
percentage of Medicare cost used by the department in calculating the base hospital
capitation payment to the plan, excluding any supplemental payments.

[(3/] (2) A hospital that does not have a contract with a fully capitated health plan to provide
inpatient or cutpatient hospital services under ORS 414.705 to 414.750 must accept as payment in
full the rates described in subsection [{2)] (1) of this section.

[{4)] (3) This section does not apply to type A and type B hospitals, as described in ORS 442.470,
and rural critical access hospitals, as defined in ORS 315.613.

(571 {4) The Department of Human Services shall adopt rules to implement and administer this
section.

SECTION 2. ORS 414.743, as amended by section 2, chapter 886, Oregon Laws 2007, is amended
to read:

414.743. [(1) As used in this section, “fully capitated health plan” means an organization thot
contracts with the Department of Human Services on a prepaid capituted basis under ORS 414. 725 to
provide an adequate network of providers to ensure that all health services described in ORS 414.705
are reasonably gcecessible to enrollees.]

[f2)] (1) A fully capitated health plan that does not have a contract with a hospital to provide
inpatient or outpatient hospital services under ORS 414.705 to 414.750 must [pay for hospital services
as follows:]
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f(z) For inpatient hospital services, bused on the copiiation rates developed for the budget period,
at the level of the statewide avercge unit cost, muliiplied by the geographic factor, the poyment discount
factor and an adjustment factor of 0.925.]

[(b) For outpatient hospital services, besed on the copitation rates developed for the budget period,
at the level of charges multiplied by the statewide overage cost-to-charge ratio, the geographic factor,
the payment discount factor and an adjustment fuctor of 0.825.], using a Medicare payment meth-
odology, reimburse the noncontracting hospital for services provided to an enrollee of the
plan at a rate no less than a percentage of the Medicare reimbursement rate for those ser-
vices. The percentage of the Medicare reimbursement rate that is used fo determine the
reimbursement rate under this subsection is equal to two percentage pointis less than the
percentage of Medicare cost msed by the department in calculating the base hospital
capitation payment to the plan, excluding any supplemental payments.

[(3)] (2) A hospital that does not have a contract with a fully capitated health plan to provide
inpatient or outpatient hospital services under ORS 414.705 to 414.750 must accept as payment in
full for hospital services[, rafes:]

l(a) For inpatient hospital services, based on the copitation rates developed for the budget period,
at the level of the statewide average unit cost, multiplied by the geographic factor, the peyment discount
factor and an adjustment foctor of 0.925.1

I(b) For outpatient hospital services, based on the capitation rates developed for the budget period,
at the level of chorges multiplied by the statewide average cosi-to-charge ratio, the geographic factor,
the payment discount factor and an adjustment factor of 0.925.] the rates described in subsection
(1) of this section.

[(4/] {3} This section does not apply to type A and type B hospitals, as described in ORS 442.470,
and rural eritical access hospitals, as defined in ORS 315.613.

[(5)1 (4) The Department of Human Services shall adopt rules o implement and administer Uhis
section.

SECTION 3. ORS 414.736 is amended to read:

414.736. As used in this section and ORS 414.725, 414,737, 414,738, 414.739, 414,740, 414.741,
414.742], 474.743] and 414,744

(1) “Designated area” means a geographic area of the state defined by the Department of Human
Services by rule that is served by a prepaid managed care health services organization.

(2) “Fully capitated health plan” means an organization that contracts with the Department of
Human Services on a prepaid capitated basis under ORS 414.725 to provide an adequate network
of providers to ensure that the health services provided under the contract are reasonably accessi-
ble to enrollees.

(3) “Physician care crganization” means an organization that contracts with the Department of
Human Services on a prepaid capitated basis under ORS 414.725 to provide an adequate network
of providers to ensure that the health services described in ORS 414.705 (1)1, (c), (d}, (e}, (g) and
(j) are reasonahbly accessible to enrollees. A physician care erganization may also contract with the
department on a prepaid capitated basis to provide the health services deseribed in ORS 414.705
(1)(k) and (L).

(4) “Prepaid managed care health services erganization” means a managed physical health,
dental, mental health or chemical dependency organization that contracts with the Department of
Human Services on a prepaid capitated basis under ORS 414.725. A prepaid managed care health
services organization may be a dental care organization, fully capitated health plan, physician care
organization, mental health organization or chemical dependency organization.

SECTION 4. If House Bill 2009 becomes law, section 1 of this 2009 Act (amending ORS
414.743) is repeaied and ORS 414.743, as amended by section 337, chapter ., Oregon
Laws 2009 (Enrolled House Bill 2009), is amended to read:

414,743, [(1) As used in this section, “fully capitated health plan” means an organization that
contracts with the Oregon Healih Authority on a prepaid capitated basis under ORS 414.785 to provide
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an adeguate network of providers to ensure that oll health services described in ORS 414.705 are rea-
sonably accessible to enrollees.]

[(2)] (1) A fully capitated health plan that does not have a contract with a hospital to provide
inpatient or outpatient hospital services under ORS 414.705 to 414.750 must [pay for hospital services
at 80 percent of the Medicare rafe for the noncontracting hospitall, using a Medicare payment
methodology, reimburse the noncontracting hospital for services provided to an enrollee of
the plan at a rate no less than a percentage of the Medicare reimbursement rate for those
services. The percentage of the Medicare reimbursement rate that is used to determine the
reimbursement rate under this subsection is equal to two pereentage points less than the
percentage of Medicare cost used by the authority in calculating the base hospital capitation
payment to the plan, excluding any supplemental payments. :

[(3)] (2) A hospital that does not have a contract with a fully capitated health plan to provide
inpatient or outpatient hospital services under ORS 414.705 to 414.750 must accept as payment in
full the rates described in subseciion [(2)] (1) of this section.

[(4)1 (3) This section does not apply to type A and type B hospitals, as described in ORS 442.470,
and rural critical access hospitals, as defined in ORS 315.613.

[(5)] (4} The Oregon Health Authority shall adopt rules to implement and administer this sec-

tion.
" SECTION 5. If House Bill 2009 becomes law, section 2 of this 2009 Act (amending ORS
414.743) is repealed and ORS 414.743, as amended by section 2, chapter 886, Oregon Laws 2007,
and section 338, chapter — ., Oregon Laws 2009 (Enrolled House Bill 2009), is amended
to read: _

414743, [(1) As used in this section, “fully eupitated health plan™ means gn organization that
__contracts with the Oregors Health Authority on a prepaid capitated basis under ORS 414.725 to provide

an adequale network of providers to ensure that all health services described in URS 414,705 @re rea-

sonably accessible to enrollees.]

[(2}] (1) A fuily capitated health plan thai does not have a contract with a hospiial to provide
inpatient or outpatient hospital services under ORS 414.705 o 414.750 must Ipay for hospital services
as follows:]

{(a) For inpatient hospital services, based on the capiiotion rates developed for the budget period,
at the level of the statewide average unit cost, multiplied by the geographic factor, the payment discount
factor and an adjusiment factor of (.925.1

[(b) For outpatient hospital services, based on the capitation rates developed for the budget period,
at the level of charges multiplied by the statewide average cost-to-charge ratio, the geographic factor,
the payment discount factor and an adfustment factor of 0.925.], using a Medicare payment meth-
odology, reimburse the noncontracting hospital for services provided to an enrollee of the
plan at a rate no less than a percentage of the Medicare reimbursement rate for those ser-
vices. The percentage of the Medicare reimbursement rate that is used to determine the
reimbursement rate under this subsection is egual to two percentage poinis less than the
percentage of Medicare cost used by the authorify in calculating the base hospital capitation
payment to the plan, excluding any supplemental payments.

[(3}] (2) A hospital that does not have a contract with a fully capitated health plan to provide
inpatient or outpatient hospital services under ORS 414.705 to 414,750 must accept as payment in
fall for hospital services[, rates:]

{(a) For irpatient hospital services, bused on the capitation rates developed for the budget period,
at the level of the statewide average unit cost, multiplied by the geographic factor, the payment discount
factor and an adjustment factor of 0.925.]

[(b) For outpatient hospital services, bused on the capitation rates developed for the budget period,
at the level of charges multiplied by the statewide average cosi-fo-charge ratio, the geographic factor,
the payment discount factor and an adjustment factor of 0.925.1 the rates deseribed in subsection
(1) of this section.
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[{4)] (3} This section does not apply to type A and type B hospitals, as described in ORS 442.470,
and rural critical acecess hospitals, as defined in ORS 315.613.

[(5)] (4) The Oregon Health Authority shall adopt rules to implement and administer this sec-
tion.

SECTION 6. If House Bill 2009 becomes law, section 3 of this 2009 Act {(amending ORS
414.736) is repealed and ORS 414.736, as amended by section 329, chapter Oregon
Laws 2009 (Enrolled House Bill 2009), is amended fo read:

414.736. As used in this section and ORS 414.725, 414.737, 414,738, 414.739, 414740, 414,741[}
and 414.742 [and 414.743%

(1) “Designated area” means a geographic area of the state defined by the Oregon Health Au-
thority by rule that is served by a prepaid managed care health services organization.

(2) “Fully capitated health plan” means an organization that contracts with the Oregon Health
Authority or the Oregon Health Policy Board on a prepaid capitated basis under ORS 414.725 to
provide an adequate metwork of providers to ensure that the health services provided under the
contract are reasonably accessible to enrollees.

(3) “Physician care organization” means an organization that contracts with the Oregon Health
Authority or the Oregon Health Policy Board on a prepaid capitated basis under ORS 414,725 to
provide an adequate network of providers to ensure that the health services deseribed in ORS
414.705 (1)(b), (o), (d), (e), (g) and (j} are reasonably accessible to enrollees. A physician care organ-
ization may also contract with the authority or the board on a prepaid capitated basis to provide
the health services described in ORS 414.705 (1)(k) and (L).

{4) “Prepaid managed care health services organization” means a managed physical health,
dental, mental health or chemical dependency organization that contracts with the authority or the
board on a prepaid capitated basis under ORS 414.725. A prepaid managed care health services or-

- panization may.be a.dentsl care organization, fully capitated.health plan, physician care organiza-.

tion, mental health organization or chemical dependency organization.

SECTION 7. ORS 414.743 is repealed on January 2, 2014,

SECTION 8, The amendments to ORS 414.736 by sections 3 and 6 of this 2009 Act become
operative on January 2, 2014.

SECTION 9. This 2009 Act being necessary for the immediate preservation of the public
peace, health and safety, an emergency is declared to exist, and this 2009 Act takes effect
Qctober 1, 2009, '
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