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GOVERNOR’'SBUDGET: Thishill is not anticipated by the Governor’s recommended budget.

LOCAL GOVERNMENT MANDATE: Thishill doesnot affect local governments' service levels or
shared revenues sufficient to trigger Section 15, Article X1 of the Oregon Constitution.

ANALYSIS: Thismeasure repeals the sunset on requirement that fully capitated health plans that do not
have a contract with a hospital to provide inpatient or outpatient hospital services under certain statutory
provisions to reimburse non-contracting hospitals at 80 percent of their Medicare costs.

The Department of Human Services (DHS) reports that this measure does not have afiscal impact since it
only affects the reimbursement rate between managed care plans and Diagnosis Related Group (DRG)
hospitals. The Department states that this measure would not change what the Department pays managed
care organizations. DHS rate setting methodology is based on hospital cost to charge ratios which are not
affected by the amount managed care organizations pay hospitals for their services.

Note that the Department’s 2009-11 Governor’s Recommended Budget intended to pay DRG hospitals at
72% of Medicare for managed care rates. Setting the non-contract rate at 80% could create an incentive
for hospitals to not contract with Medicaid managed care plans, potentially creating a situation in which
Medicaid managed care plans are forced to pay more for hospital services than what would be included in
their capitation rates.
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