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AN ACT relating to hospitals.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 142.303 is amended to read as follows:

(1)
A tax is hereby imposed at a rate of two and one-half percent (2.5%) on gross revenues received by all providers on or after July 15, 1994, for the provision of hospital services. The tax imposed by this section shall not apply to gross revenues received for hospital services provided to Medicaid recipients if payments to out-of-state hospitals are not adjusted as required in Section 2 of this Act within ninety (90) days of the effective date of this Act[dispensing outpatient prescription drugs subject to tax under KRS 142.311].

(2)
Beginning in fiscal year 2005 and thereafter, the tax imposed under subsection (1) of this section shall be assessed on a provider's gross revenues that the provider received during state fiscal year 2003. Monthly gross revenues received during that period shall be used for purposes of complying with the provisions of KRS 142.327.
SECTION 2.   A NEW SECTION OF KRS CHAPTER 205 IS CREATED TO READ AS FOLLOWS:

The Cabinet for Health Services shall reduce Medicaid payments to out-of-state hospitals for inpatient services, outpatient services, and home health services provided to Kentucky Medicaid recipients to reflect nonpayment of the provider tax imposed by Section 1 of this Act and KRS 142.307, and the loss of federal matching funds commensurate with such tax.
SECTION 3.   A NEW SECTION OF KRS CHAPTER 205 IS CREATED TO READ AS FOLLOWS:

(1)
Beginning in fiscal year 2005 and each year thereafter, provider tax revenues collected pursuant to Section 1 of this Act and federal matching funds shall be used to fund the provisions set forth in subsection (2) of this section prior to being used for any other purpose within the Medicaid program.

(2)
(a)
Provider tax revenues collected in accordance with Section 1 of this Act and federal Medicaid matching funds shall be used to supplement other medical assistance related general fund appropriations for the purpose of increasing inpatient hospital Medicaid payments so that total payments excluding Medicaid disproportionate share payments, on an aggregate basis, cover at least ninety-five percent (95%) of Medicaid allowable inpatient hospital costs. Supplemental payments provided to university hospitals shall be excluded from the calculation of aggregate cost coverage.

(b)
Cost coverage shall be calculated and determined separately for inpatient care provided in acute care hospitals reimbursed under fee-for-service; inpatient care provided in acute care hospitals reimbursed through a Medicaid health maintenance organization's freestanding rehabilitation hospitals; and freestanding psychiatric hospitals.

(c)
In calculating cost coverage under this section, the department shall utilize Medicaid cost reports that have been audited within two (2) years of the current rate year. Rebasing shall occur no less frequently than once every three (3) years. The department shall promulgate administrative regulations through which every individual Kentucky hospital shall have the right to appeal its individual rate.
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