


AB 770: Assessment on Critical Access Hospitals		Rep. Hraychuck





Summary of Bill:





Critical Access Hospitals (CAH) were exempt from the hospital assessment that was passed in Act 2 by virtue of the fact many would have been losers under the general assessment.





The 2009-11 state budget required DHS to find savings or make cuts in the amount of $208 million GPR / $633 million All Funds (AF).  Although CAHs have generally been reimbursed at 100% of costs to serve MA recipients in recognition of their special role in delivering health care services in rural areas, DHS made an unprecedented move by cutting CAH reimbursement to 90% of costs, meaning a 10% cut effective January 1, 2010.  The estimated cost savings of this move is $5 million AF in 2009-10, and $10 million AF in 2010-11, for a total of $15 million AF over those two fiscal years.





In reaction to these cuts, AB 770 creates a CAH hospital assessment modeled after the hospital assessment already in place that passed in Act 2.  Similar to the existing hospital assessment, the CAH hospital assessment would enable DHS to impose an assessment on the gross inpatient revenues of CAHs.  Though not identified in the bill, or in current statute, DHS estimates that the uniform percentage in 2010-11 will be approximately 1.6%.





In expending CAH assessment revenue, AB 770 keeps the same ratio factor as the existing hospital assessment, requiring that MA payments to CAHs from assessment revenue, together with the federal share of payments, must equal the amount of the CAH revenue divided by 61.68 percent, or 1.62 times the amount of assessment revenue.





The effective date for increased MA payments to CAHs is July 1, 2010.  (This is also the anticipated date on which DHS would reverse the 10% cut to CAH MA reimbursements.)  CAH assessments would be due quarterly, with the first CAH assessment due September 30, 2010.  DHS would be required to obtain federal approval for this assessment.  If not approved the assessment revenue collected would be returned to the CAHs proportionately to assessment payments made.





In addition, AB 770 allocates $250,000 annually beginning in 2010-11 from funds transferred from the CAH assessment fund for the purpose of providing loan repayments through the Physician, Dentist and Health Care Provider Loan Assistance programs.  This funding could only be used to fund loan repayments for physicians, dentists, and health care providers who agree to practice in rural areas.





In addition, AB 770 allocates $750,000 annually beginning in 2010-11 from funds transferred from the critical access hospital assessment fund to support a newly created Rural Physician Residency Assistance Program directed by the UW Board of Regents.








Fiscal Effect:





DHS determined AB 770 will increase revenues, increase appropriations, and that the department would be able to absorb administrative costs.





LFB estimates AB 770 will bring in $10,579,500 in CAH assessment revenue in FY 2010-11.  Of this revenue, $5,899,000 (plus $11,150,200 in federal match) will be used to increase CAH MA payments. The Physician, Dentist & Health Care Provider Loan Assistance Program will receive $250,000; the new Physician Residency Assistance Program will receive $750,000. The remainder, estimated at $3,680,500 will be transferred to the MA Trust Fund, $3,527,100 of which will be used to reverse the 10% rate reduction to CAHs. The resulting total transferred to the MA Program in 2010-11 will be $153,400.





If the currently enhanced federal match returns to the normal rate of 60:40, there would be a net loss of $1 million GPR in 2011-12.  DHS also alluded to this in their FE.
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AB 770 – Critical Access Hospitals Assessment (pg. 2)  	  Rep. Hraychuck











Supporters Message:


DHS imposed a 10% cut on CAH’s MA reimbursement, which these hospitals can’t absorb. The recession is taking a toll on CAHs with charity care and bad debt skyrocketing and Medicaid losses increasing.�


The CAH assessment has been the only remedy proposed to reverse the effects of this cut.  While the CAH assessment may not be the preferred mechanism, times and budgets have changed.  It would be necessary to find $15 million (AF) in order to reverse the cuts DHS has imposed on CAHs.





AB 770 will help preserve jobs and capital investments in areas that need them the most.  Additionally, AB 770 will ensure services and access to care aren’t cut, especially in these difficult economic times.





In response to this being called a tax on the sick, there is already a cost shifting that occurs due to inadequate MA reimbursements.  If the 10% cut continues, it will only exacerbate cost shifting.





Opponents Arguments:


The CAH assessment, just like the existing hospital assessment, amounts to a tax on sick patients, who will face increased costs as hospitals will recoup the assessments levied on them.





Will increasing the assessment be the new way to deal with state imposed cuts?  Will increasing the assessment be the new way to provide hospitals with MA reimbursement increases?  Either way, increasing the assessment in these cases puts us on an unsustainable path of higher assessments.





The CAH assessment creates a disconnect between state government and priorities like essential health care services.  It makes it easier for government to walk away from funding its priorities.





The rosy scenario depicted by supporters of AB 770 in which the assessment is level and hospitals receive adequate MA reimbursements isn’t likely long lasting.  An elevated federal MA match helps the numbers work right now.





Key Supporters:


Ministry Health Care, Rural Wisconsin Health Cooperative, Wisconsin Academy of Family Physicians, Wisconsin Hospital Association, AFSCME Council 11, SEIU, Wisconsin State Council, SSM Health Care of Wisconsin Inc, Wisconsin Nurses Association, Wisconsin Primary Health Care Association.





Key Opponents:


No one testified or registered against AB 770, and no one registered against it with the Ethics Board.





Committee Vote:


On March 5, 2010, the Assembly Committee on Rural Economic Development recommended passage of AB 770, on a vote of 7-2. [Reps. Meyer, Davis voted No.]





On March 17, 2010, the Joint Committee on Finance recommended passage on a vote of 13-3. [Reps. Vos, and Montgomery, and Sen. Darling voted no.]





Staff Author of Bill Summary





Jennifer Western; Office of Rep. Dan Meyer (6-7141)
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