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	SUBJECT/TITLE
	An Act relating to providers of hospital services.


	SPONSOR
	Representative Jimmie Lee


NOTE SUMMARY

	Fiscal Analysis:
	
	
	Impact
	
	
	No Impact
	X
	Indeterminable Impact

	Level(s) of Impact:
	
	
	State
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	Federal


	Budget Unit(s) Impact
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	General
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FISCAL SUMMARY

_______________________________________________________________________________

	Fiscal Estimates
	2005-2006
	2006-2007
	2007-2008
	Future Annual

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	Indeterminable
	Indeterminable
	


______________________________________________________________________________

MEASURE'S PURPOSE:  Beginning in fiscal year 2008-2009 and thereafter, cap the hospital provider tax by making it based on fiscal year 2005-2006 gross revenues received by the hospital;  require such taxes to be paid in 12 monthly installments, and require that $26.7 million of the hospital provider tax be matched with Federal Funds and used solely to continue the enhanced hospital payments implemented in fiscal years 2005-2006 and 2006-2007.
PROVISION/MECHANICS:  Amend KRS 142.303 to provide that, beginning in state fiscal year 2008-2009 and continuing each year, the tax imposed on providers of hospital services will be assessed on gross revenues received by providers during state fiscal year 2005-2006; provide for payments of hospital provider taxes due to be made in twelve equal installments; require the Department of Revenue to send a notice to providers at least 30 days prior to the beginning of the fiscal year; apply the tax according to the hospital's fiscal year 2005-2006 revenues regardless of any subsequent change in ownership; and, create a new section of KRS Chapter 205 to require that $26,673,800 from hospital provider tax collections during fiscal year 2008-2009, and continuing each year, is to be matched by Federal Funds and used solely for enhancements implemented during fiscal years 2006 and 2007.
FISCAL EXPLANATION:  This fiscal impact is indeterminable because the amount of hospital provider tax which would have been collected in the future, without this legislation, is unknown.  To the extent that hospital provider tax increases are not realized, and replacement General Fund is not provided, reductions in Medicaid services, eligibles or reimbursement rates may result.
In fiscal year 2005-2006, hospital provider tax collections totaled $183.4 million and equaled 60% of all Medicaid provider tax collections.
If the fiscal year 2007-2008 blended Medicaid federal match rate for Kentucky (69.58%) remained the same in fiscal year 2008-2009, then the $26,673,800 hospital provider tax set-aside for enhanced hospital reimbursement would generate approximately $61,011,300 in Federal Funds, or $87,685,100 in total funds.

In fiscal year 2005-2006, the 2005 General Assembly enacted a similar provision for a hospital provider tax "set-aside" to enhance hospital reimbursement rates which resulted in $23,055,000 in hospital provider tax for this purpose which generated $51,945,000 in Federal Funds ($75 million total funds) resulting in approximately a 27% increase in DRG reimbursement for that fiscal year.  This provision was enacted due to public testimony from the Kentucky Hospital Association that Medicaid rates were not covering the cost of providing services.
Although this fiscal impact is indeterminable, the Cabinet for Health and Family Services provides the following statement:
This legislation would freeze a hospital’s “Medicaid provider tax liability” in future years based on the gross revenues received during SFY 2005-2006.  Thus, if hospital revenues increase, their provider tax liability does not increase accordingly.  In the past, increases in the hospital provider tax have been negotiated to fund additional program expenditures or higher rates. This legislation would end that ability.
	DATA SOURCE(S)
	Cabinet for Health and Family Services


	NOTE NO.
	25.1
	PREPARER
	Cindy Murray
	REVIEW
	JAM
	DATE
	2/14/07


LRC 2007-BR0984-HB244-HCS
