
FEE DISCOUNT AGREEMENT  

FREQUENTLY ASKED QUESTIONS 

 

 

WHAT IS  A  FEE D I SCO UN T AGREEM ENT?  

A Fee Discount Agreement is an agreement between an insurer and a medical 

service provider or clinic for the purpose of discounting payments under OAR 436-

009-0040. An insurer may only apply a discount to a medical service provider’s or 

clinic’s bill when the provider or clinic has entered into a Fee Discount Agreement. 

However, if the worker has been enrolled in a Managed Care Organization, the MCO 

discount rate must be applied, even when the parties have entered into a Fee 

Discount Agreement. See OAR 436-009-0018 and -0040.  

 

Fee Discount Agreements created under OAR 436-009-0018 only apply to medical 

service providers and clinics. OAR 436-010-0005 defines a medical service provider 

as a person duly licensed to practice one or more of the healing arts. OAR 436-009-

0005 defines a clinic as a group practice in which several medical service providers 

work cooperatively. 

 

Under the administrative rules, an insurer may not apply a provider-network 

discount rate (other than a discount under a Managed Care Organization contract) 

to a medical service provider’s or clinic’s payments calculated under OAR 436-009-

0018.  Insurers may apply provider-network discounts to other medical providers 

such as an Ambulatory Surgical Center or hospital, or supplies under the rules, or 

when the director has not adopted a fee schedule. However, those contracts or 

agreements are not reported through the online registration form. Only Fee 

Discount Agreements are required to be reported.    



 

 

 

DOES THE LA NGU AGE IN  OAR  436-009-0040(1)  MEAN TH AT AN Y CO NTR ACT 

MAY BE APPL IED WHEN CALC ULATI NG PR OVI DE R FEES U NDER THE RULE? 

No. OAR 436-009-0018(1) places a limitation on the types of contracts or 

agreements the insurer may apply to a medical service provider’s or clinic’s billing. 

The rule provides that an insurer may only apply an MCO discount rate, or Fee 

Discount Agreement discount rate to a medical service provider’s or clinic’s bill. 

Because there is a limitation, if an insurer applies any other type of discount rate, 

such as a provider network that is not a certified Managed Care Organization, the 

insurer may be subject to penalties and sanctions. 

 

UNDE R OAR  436-009-0100(2) ,  IF  A N IN SU RER DI SAG REES WITH THE CPT  C ODE 

A PRO VIDE R HA S U SED A ND RE IMBU RSES THE P R OVIDE R U NDER A FEE 

D IS COU NT AG REEMENT BASED O N A NOTHER CPT  C ODE ’S RELATI VE VA LUE 

UNIT ,  WILL THE INS URE R BE SUBJ ECT TO PENAL TIES? 

No. It is considered a disagreement about the service provided, and not the discount 

rate. However, the insurer’s decision is subject to administrative review if the 

provider requests a review.  

 

OAR 436-009-0100(2) applies when an insurer and medical service provider have 

entered into a Fee Discount Agreement, and the insurer applies an incorrect 

discount rate. For example, an insurer may be subject to civil penalties if the parties 

enter into a Fee Discount Agreement for a discount rate of 5 percent, but the 

insurer applies a 10 percent discount to the provider’s bill. The director’s decision 

may be appealed to the Workers’ Compensation Board in the same manner as any 

other civil penalty. 

 

DOES OAR  436-009-0030(5)  REQUI RE THAT A N I NSU RER P ROV IDE A COM PLETE 

ANS WE R TO A P ROV IDER ’S BILLING I NQ UIR Y?  



 

 

No. The rule requires that the insurer respond with some type of answer within 48 

hours. An answer can include a short response with assurances of a more complete 

answer to follow. 

 

DOES THE DI SC OU NT LIMITATIO N OF 10  PER CENT APPLY TO M AN AGED CARE 

ORGA NI ZATI ON S?  

No. OAR 436-009-0018(2) states that “Any discount under a fee discount agreement 

cannot be more than 10 percent of the fee schedule.” The rule does not place a 

limitation on the discount rates a Managed Care Organization may negotiate and 

apply. 

 

DOES OAR  436-015-0007  LIMIT AN IN SU RER ,  O R  SOMEONE ACTI NG O N THE 

INS URER ’S BEHALF ,  WH EN CON DU CTIN G UTILI ZATION REVIE W O R C ASE 

MAN AGEMENT?  

An insurer or someone acting on behalf of the insurer may conduct utilization 

review and case management activities as part its business operations.  

 

However, only a provider network that has certified with the director as a Managed 

Care Organization may limit choice of providers available to an enrolled worker, or 

compel a provider to adhere to specific guidelines, protocols, or standards adopted 

by the MCO. An example of behavior to compel specific performance is when a 

provider is threatened with being removed from a panel unless the provider 

conforms to the treatment being suggested. 

 

When a worker is not enrolled in an MCO, the worker may choose any provider 

allowed under ORS chapter 656, unless the worker has exceeded three initial 

choices. Through utilization review and case management activities, the insurer or 

someone acting on behalf on the insurer may not compel the provider to pursue 

specific or suggested treatments. If the insurer disagrees with the treatment choices 



 

 

of the provider, the insurer may request administrative review to resolve the 

disagreement. 

 

ARE PR OVI DER NETWO R KS THAT A RE NOT CERTI FIED A S A M ANA GED CA RE 

ORGA NI ZATI ON P REVEN TED FROM ENTER ING IN TO ANY CO NTRA CTS WIT HIN 

THE OREGON WOR KER’S COMPE NS ATION SYSTE M? 

No. Under the administrative rules, an insurer may not apply a provider-network 

discount rate (other than a discount under a Managed Care Organization contract) 

to a medical service provider’s or clinic’s payments calculated under OAR 436-009-

0040.  However, insurers may apply provider-network discounts to other medical 

providers or supplies under the rules, or when the director has not adopted a fee 

schedule.  

 

M AY INS URER S ENTER I NTO FEE D I SCO UNT AG REEMENTS WITH PH AR M ACY 

BENEFIT MAN AGEMENT COMPA NIES ,  S UCH AS TH E OREGON PRES CRIPTI O N 

DRU G PLA N?  

No. OAR 436-009-0018 allows insurers to enter into Fee Discount Agreements with 

medical service providers or clinics. OAR 436-010-0005 defines a medical service 

provider as “a person duly licensed to practice one or more of the healing arts.” 

OAR 436-009-0005 defines a clinic as “a group practice in which several medical 

service providers work cooperatively.”  

 

A pharmacy benefit management company does not meet the definition of either a 

medical service provider or clinic. Therefore, an insurer may not enter into a Fee 

Discount Agreement with a pharmacy benefit management company. However, 

those parties may enter into other types of agreements or contracts. Insurers do not 

report those agreements or contracts to the director.  

 

SHO ULD I NSU RER S REPO RT AN Y CO NTR ACT O R F EE DISCO UNT L ANG UAG E THEY 

MAY H AVE WITH PHA RM ACY BE NEFIT MA NAGEM ENT COMP ANIE S TO THE 

DIV ISIO N?  



 

 

No. The rule requires Fee Discount Agreements to be reported to the director. Only 

a medical service provider (which is a specifically defined provider) or clinic may 

enter into a fee discount agreement with an insurer.  

  

In all other cases, any contract may be applied to determine reimbursement (such as 

hospital or pharmacy fees), and those contracts are not required to be reported or 

registered with the director. 

 

DOES THE FEE DI SCO UN T AGREEMENT O NLY APP LY TO INS URE RS AN D SE LF-

EMPLOYERS?  

The rule very narrowly defines a "fee discount agreement" as a contract between a 

medical service provider and an insurer.  Insurer is defined to be the State Accident 

Insurance Fund Corporation, an insurer authorized to transact workers' 

compensation insurance in the state under ORS chapter 731, an assigned claims 

agent under ORS 656.054, or an employer or employer group certified under ORS 

656.430 as meeting self-insured qualifications under ORS 656.407.  As a result of 

that narrow definition, the insurer must be a party to the Fee Discount Agreement.. 

 

IS THE FEE D IS COU NT AGREEMENT REGI STR ATI ON BETWEEN THE P ROVI DER 

AND THE DIRE CTOR?  

No. Only the insurer has to report the Fee Discount Agreements to the director. 

WHAT I S  THE FEE D I SC OUNT AGREEMENT REGI STRATIO N PR OCES S?  

The online registration is only for the insurer or self-insured employer to sign up 

once they have entered into an agreement with a provider. Starting Jan. 1, 2009, 

medical service providers and clinics may enter into Fee Discount Agreements with 

insurers and self-insured employers. Once the insurer and provider sign the 

agreement, the insurer must register the agreement online with the division. 

Insurers and self-insured employers must report agreements online before applying 

a discount. The agreement (Form 3659) must be on the providers letterhead to be 



 

 

valid. Once that is done anyone may go and view the report that list the insurer and 

providers they have agreements with.  

 

IS THE I NFOR MATI ON C ONTAI NED WITH IN THE FEE D IS COU NT AG REEM ENT 

REGISTR ATIO N SYSTEM AVA ILABLE FOR ALL PR OVIDE RS TO VIE W ,  O R IS  THE 

ACCE SSIBIL ITY LIMITE D  TO THE AGREEMENTS B ETWEEN THE MEDI CAL 

PROVI DER AN D THE AG R EEMENT THEY HAVE WI TH THE INSU RER?  

Partially. The division is collecting proprietary information through the online 

registration process. Individuals visiting the website will be able to generate a report 

that will identify when a medical service provider or clinic has entered into, but it 

will not contain any proprietary information such as discount rates. The report will 

show agreements as soon as the insurer enters them into the system. 

 

CAN THE INS URE R A ND PROVI DER CHA NGE THE AGREEMENT AFTER IT  H AS 

BEEN REPORTED?  

 No. The agreement may not be changed once the insurer reports the agreement. 

The active agreement must be terminated and the insurer and medical service 

provider or clinic must enter into a new Fee Discount Agreement with the medical 

service provider or clinic. The insurer must report the new Fee Discount Agreement 

once the insurer and the medical service provider or clinic has signed the Fee 

Discount Agreement.   

 


