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FISCAL IMPACT STATEMENT

LS 7471 NOTE PREPARED: Feb 20, 2023
BILL NUMBER: HB 1004 BILL AMENDED: Feb 20, 2023

SUBJECT:  Health Care Matters.

FIRST AUTHOR: Rep. Schaibley BILL STATUS: CR Adopted - 1st House
FIRST SPONSOR: 

FUNDS AFFECTED: X GENERAL IMPACT: State & Local 
X DEDICATED

FEDERAL

Summary of Legislation: (Amended) Tax Credit: The bill allows a credit against an employer's state tax
liability if the employer has adopted a health reimbursement arrangement. It requires certain employers that
claim and are allowed the credit to report certain information to the Department of Insurance (DOI). 

Physician Practice Ownership Tax Credit: The bill provides a credit against state tax liability to certain
physicians who have an ownership interest in a physician practice and meet other eligibility criteria. 

Oversight Board: It establishes the health care cost oversight board and sets forth duties of the board. 

Institutional Provider Form: The bill requires provider facilities and practitioners to include the address of
the service facility location in order to obtain reimbursement for a commercial claim for health care services.
It provides that specified health insurance payers are not required to accept a claim for a health care service
if the claim does not contain the service facility location.

Nonprofit Hospitals: Beginning in 2024, the bill requires the DOI to calculate a national mean price and
mean price for each Indiana nonprofit hospital system as a percentage of Medicare or using another
nationally recognized metric. It requires each Indiana nonprofit hospital system to submit specified
information to the DOI. It also requires the DOI to, beginning in 2026, take corrective action or assess a
penalty against an Indiana nonprofit hospital system if the Indiana nonprofit hospital system exceeds
specified percentages of the national means calculated by the DOI. The bill requires the DOI to annually
report to the Governor and the Legislative Council concerning the calculations and any corrective action or
penalties assessed to an Indiana nonprofit hospital system. 
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Provisional Credentialing: It allows for the provisional credentialing of physicians who establish or join an
independent primary care practice.

Effective Date: (Amended) July 1, 2023; January 1, 2024; January 1, 2025.

Explanation of State Expenditures: Institutional Provider Form: The location of service errors in payments
include differences in payment rates for inpatient and outpatient services and bundled rate services billed
separately. If errors in provider location are lessened by the provider using the proper form and result in an
overall reduction in service payments, the state employee health plans, Medicaid, and Children’s Health
Insurance Program (CHIP) may see reductions in services spending.

(Revised) Department of Insurance (DOI): The DOI will experience an increase in workload to review
nonprofit hospitals documentation as required by the bill. The bill also requires the DOI to access a penalty
against a nonprofit hospital based upon certain calculations. These requirements are within the agency’s
routine administrative functions and should be able to be implemented with no additional appropriations,
assuming near customary agency staffing and resource levels. [The DOI is funded through a dedicated
agency fund.]

(Revised) Oversight Board: The Health Care Cost Oversight Board (Board) will consist of 20 members with
some being appointed by the Governor. The Board is required to meet at least three times per year, and will
be staffed by the Office of the Secretary of Family and Social Services (FSSA). Each member of the board
who is not a state employee is not entitled to a salary, compensation, or reimbursement for expenses incurred
as a member of the board. Each member of the board who is a state employee is entitled to reimbursement
for traveling expenses and other expenses incurred in connection with the member’s duties. Any resulting
expenses should be minor. Staffing the Board is withing the FSSA’s routine administrative functions and
should be able to be implemented with no additional appropriations, assuming near customary agency
staffing and resource levels.

Department of State Revenue: The bill’s requirements are within the agency’s routine administrative
functions and should be able to be implemented with no additional appropriations, assuming near customary
agency staffing and resource levels.   

Explanation of State Revenues: (Revised) Tax Credit: The bill establishes a new nonrefundable tax credit
for employers who adopt health reimbursement arrangements instead of traditional employer health insurance
plans. The tax credit is effective beginning in tax year 2024 and could reduce state General Fund revenue
by up to $10 M beginning in FY 2025. Employers with fewer than 50 employees are eligible for the credit
for 2 years. The credit amount is equal to $400 per covered individual in a health reimbursement arrangement
in the first year and $200 per covered individual in the second year.

The tax credit may be applied to the Adjusted Gross Income (AGI) Tax, the Financial Institutions Tax, the
Insurance Premiums Tax, and the Nonprofit Agricultural Organization Health Coverage Tax. The tax credit
may be carried forward for up to 10 years.

(Revised) Physician Practice Ownership Tax Credit: The bill establishes a new nonrefundable tax credit for
physicians who have ownership in a medical practice. The first tax year the credit could claimed is 2025 and
could reduce state General Fund revenue by an indeterminate amount beginning FY 2026. Physicians  would
be eligible for a credit of up to $20,000 for a tax year. The taxpayer may claim the credit in the initial year
and the following 2 years. If the credit exceeds the taxpayer’s state income tax liability for the taxable year,
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the taxpayer may carry the excess credit over for a period to not exceed 10 years.

(Revised) Hospital Assessment Fee (HAF): A portion of the HAF is based on the increase in service
reimbursement up to Medicare rates. If these provisions result in reduced service costs, the amount of
revenue, due to changes in the billing rate, would be reduced as well and hospitals would have a reduced
HAF obligation. Total impact to the state General Fund due to reduced HAF revenue is indeterminable. [In
FY 2022, the HAF generated $894 M in state Medicaid funds. The proceeds are used to increase hospital
Medicaid reimbursement and to provide partial funding for the Healthy Indiana Program.]

(Revised) Penalty: If the DOI determines that the price of a nonprofit hospital system exceeds the national
mean pricing level expressed as a percentage of Medicare pricing by fewer than 25 percentage points (or an
equivalent amount as compared to the national mean pricing level determined using another metric), then
the DOI will issue to the nonprofit hospital system a notice to decrease the hospital system’s prices. If the
nonprofit hospital system does not meet the corrective action, the DOI will assess a penalty equal to 1% of
the nonprofit hospital system’s commercial net patient revenue in that calendar year. The DOI will also
assess a health carrier that has at least 25% of the share of premiums in Indiana an assessment that is equal
to the health carrier’s share of the 1% of the commercial revenue for each Indiana nonprofit hospital system
that is assessed a penalty. Any revenue collected from these penalties will be deposed into the state General
Fund.

Explanation of Local Expenditures: 

Explanation of Local Revenues: Institutional Provider Form: Revenue generated by county hospitals could
be impacted as a result of the bill's site-of-service requirements to the extent that satellite facilities owned
by county hospital systems are reimbursed at reduced rates. The bill’s requirements for the proper form
potentially reduce health care costs for local units of government that offer health care coverage for
employees.

State Agencies Affected: Department of Insurance; Department of State Revenue; Family and Social
Services Administration.

Local Agencies Affected: Local units with health care coverage.

Information Sources:  
https://www.kff.org/health-costs/issue-brief/what-we-know-about-provider-consolidation/; 
https://www.ama-assn.org/practice-management/private-practices/8-threats-facing-physician-private-prac
tices;
https://health.usnews.com/health-care/for-better/articles/2018-10-30/why-private-practitioners-are-still-th
e-best-choice-for-consumers.

Fiscal Analyst:  Jasmine Noel,  317-234-1360; Karen Rossen, 317-234-2106; Camille Tesch, 317-232-5293.
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