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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	1998 REGULAR SESSION
	1996-97 INTERIM


MEASURE

	(X) 98 BR No.
	BR 1514
	
	(X)
	Senate
	Bill No.
	SB 128 SCS


	() Resolution No.
	
	
	() Amendment No.
	


	SUBJECT/TITLE
	An act relating to children's health insurance and declaring an emergency.


	SPONSOR
	Senator Gerald Neal


NOTE SUMMARY

	Fiscal Analysis:
	          X     Impact
	               No Impact
	         Indeterminable Impact

	Level(s) of Impact:
	          X        State
	                       Local
	      X        Federal


	Budget Unit(s) Impact
	Secretary's Office and Department for Medicaid Services, Cabinet for Health Services


	Fund(s) Impact:
	        X     General
	                Road
	        X    Federal

	
	                  Restricted Agency (Type)
	               (Other)


FISCAL SUMMARY

_____________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	
	$64,122,500
	$64,122,500
	

	Net Effect
	
	$64,122,500
	$64,122,500
	


_____________________________________________________________________________

MEASURE'S PURPOSE:   Creates the Kentucky Children's Health Insurance Program (KCHIP) within the Cabinet for Health Services (CHS), administratively attached to the Office of the Secretary, for the purpose of providing health care coverage to, or subsidizing employer-sponsored plans for, uninsured children in families with incomes below 200% of the federal poverty level (FPL).  In addition, this legislation requires that the Medicaid program be expanded to also cover children ages 14 through 18 up to 100 percent of the FPL.  The KCHIP benefit package must include preventive services, vision services including glasses and dental services including at least sealants, extractions and fillings and which shall be at least:  a)  the standard Blue Cross/Blue Shield preferred provider option, a health benefit package general offered to state employees or health insurance coverage that has the largest number of insured commercial non-Medicaid enrollees.  Eligibility criteria, premium contributions (limited in the bill), copays, etc. would be established by CHS through administrative regulation.  Requires that incentives be offered for employer-sponsored health insurance policies, including partial subsidies.  KCHIP recipients are required to have direct access to primary dental and vision services, with no co-payments for dental care.  The KCHIP program is required to collect and analyze KCHIP comprehensive data on the program to be coordinated with other data collected by CHS.  Outreach efforts are to be coordinated with the Departments for Social Insurance and Medicaid Services, pediatricians, public health departments and other interested entities.  Administrative costs are limited to no more than 10% of applicable program costs.

PROVISION/MECHANICS:  Create various new sections of KRS Chapter 205 to create within the Cabinet for Human Resources the Kentucky Children's Health Insurance Program for the purposes of providing health care coverage and other coordinated services to children though the age of 18 years at or below 200 percent of the federal poverty level and who are not otherwise eligible for health insurance coverage and for expanding Medicaid coverage for children between the ages of 14 and 18 years up to 100 percent of the federal poverty level; require the cabinet by administrative regulation to establish CHIP program eligibility criteria, a benefit schedule, premium contribution per family or per child, copayments for services, content and contribution for riders to existing employer-sponsored health insurance policies, and content of an incentive program for employer sponsored health insurance programs; Create a "Children's Health Insurance Program Trust Fund"; EMERGENCY. 

SCS - Retain original provisions except require the Cabinet for Human Resources to prepare a state child health plan meeting the requirements of Title XXI of the federal Social Security Act; require the KCHIP schedule of benefits to be equivalent to one of three health benefit plans as described, plus include preventive services, vision services, and dental services including at least sealants, extractions, and fillings; set forth premium contributions per family for health insurance coverage under KCHIP in accordance with family income ranges; require criteria for health services providers and insurers wishing to contract to provide KCHIP coverage to be set forth in administrative regulations and maximize competition among providers and insurers; require the Cabinet for Finance and Administration to provide oversight over contracting policies and procedures to assure the number of applicants for contracts is maximized; require the Human Resources Cabinet to assure that a KCHIP program is available to all eligible children in all regions of the state within 12 months of federal approval of the state's Title 21 child health plan; require the cabinet to institute its own program if necessary to meet this assurance; require the Human Resources Cabinet to conduct KCHIP eligibility determination and provide oversight over outreach services, enrollment and claims payment; require the KCHIP program to collect, analyze, and publicly disseminate comprehensive data on the number of children enrolled in the program, services received through the program, and the effect on health outcomes of children served by the program including the special health needs of minority children; require the Governor to appoint a 7 member advisory council for the KCHIP program and to be representative of health care providers, families with children eligible for KCHIP, and child advocacy groups; delete requirement that the Human Resources Cabinet establish the content, premium contributions, and copayments of riders to existing employer-sponsored health insurance policies which will provide for covered services for eligible children; delete requirement that the Human Resources Cabinet establish the content of an incentive program for employer-sponsored health insurance programs for KCHIP coverage, including partial subsidies of employee contributions to employer-sponsored health insurance programs. 

FISCAL EXPLANATION:  Per the Cabinet for Health Services (CHS) the total fiscal impact of this legislation is $64,122,500 ($13,940,000 General Fund/$50,182,500 Federal Funds) in FY 1998-99 and $64,122,500 ($13,940,000 General Fund/$50,182,500 Federal Funds) in FY 1999-2000.  The cost of KCHIP data collection and outreach services would be covered within the allowable 10% for administrative costs.  To be eligible to receive KCHIP Federal Funds, Kentucky must provide the state match and have a state plan filed with the federal Health Care Financing Administration by July 1, 1998.  Per CHS, there will be no co-pays for children in families with incomes up to 150% of FPL and subsidies for children in families with incomes between 150% and 200% of the FPL.

According to the Legislative Research Commission (LRC) Economist's Office, as of February 18, 1998 the number of uninsured children, ages 0 to 18, in Kentucky is estimated to be 154,000.  Of this amount, LRC estimates that 80%, or 123,000 uninsured children, ages 0 to 18, are in families with incomes below 200% of the FPL ($2,676 per month or $32,000 annually for a family of four).  LRC further estimates that, of the 154,000 uninsured children, at least 30% or 45,000 children between the ages of 0 and 18 would currently be eligible for Medicaid coverage.  Under SB 128/SCS, an additional 23,000 children between the ages of 14 to 18 would be eligible for Medicaid.  The number of uninsured children ages 0 to 18 who would be eligible for Medicaid could be higher as it was not possible to account for the many ways in which children may qualify for Medicaid.  After deducting, from the number of children ages 0 to 18 in families with incomes below 200% of the FPL or 123,000 children, the number of children currently eligible for Medicaid (45,000) and the number of children who would be eligible for Medicaid under SB 128/SCS (23,000), it is estimated that approximately 55,000 children, ages 0 to 18, would be eligible for health insurance coverage under KCHIP.

LRC utilized the following general Medicaid eligibility guidelines to determine how many of the uninsured children in Kentucky are currently eligible for Medicaid coverage (guidelines for a family of four are utilized to condense this analysis):

a)  Children under the age of 1 in families below 185% of the FPL ($2,475 per month);

b)  Children ages one through 5 in families below 133% of the FPL ($1,779 per month); and,

c)  Children ages 6 through 13 in families below 100% of the FPL ($1,338 per month).

Additional demographics concerning uninsured children in Kentucky are available in the January, 1998 LRC Research Memorandum No. 480.

Per CHS, the increased number of uninsured children in Kentucky [originally estimated to equal 125,000 (includes children under 15) in 1996 vs. 154,000 (includes children under 18) in 1998] will slow implementation of KCHIP since it is not certain that all KCHIP children will be able to be reached.  

Medicaid Coverage - Ages 14 to 18.  According to the FB 1998-2000 CHS Budget Request, expanding Medicaid eligibility to children ages 14 to 18 would cost an estimated $106.28 per child per month.  Based on this information and the LRC Economist estimate of the number of children, ages 14 to 18, who would be eligible for Medicaid coverage (23,000), the total fiscal impact of covering Medicaid eligibles ages 14 to 18 would be $29,333,300 ($6,160,000 General Fund/$23,173,300 Federal Funds) in FY 1998-99 and $30,213,300 ($6,344,800 General Fund/$23,868,500 Federal Funds) in FY 1999-2000.  Since Federal Medicaid law does not mandate that children ages 14 to 18 be covered under Medicaid, with the exception of an additional age cohort being added to Medicaid in each year (13 year olds were added in FY 1997-98, 14 year olds will be added in FY 1998-99 and 15 year olds will be added in FY 1999-2000), these children will have to be covered within the KCHIP pool of dollars and will be covered under the enhanced KCHIP matched rate of 21% state/79% federal.  As these children become eligible for Medicaid coverage, the match rate will drop to 30% state/70% federal, and this group will be transitioned out of KCHIP into Medicaid.  However, since an estimate of children who would be 14 in FY 1998-99 and 15 in FY 1999-2000 and Medicaid eligible is currently unavailable, this fiscal estimate assumes phased-in coverage of KCHIP children, ages 0 to 18, (50% in FY 1998-99 and 75% in FY 1999-2000) and total coverage of Medicaid eligibles, ages 14 to 18, under KCHIP in both years of the biennium.

KCHIP Coverage - Ages 0 to 18 (children not Medicaid eligible).  Based on 50% of KCHIP children being reached in FY 1998-99 and 75% of KCHIP children being reached in FY 1999-2000, the average monthly  allowance to purchase health insurance coverage, or subsidize an employer-sponsored plan, per child would be $105 per month in FY 1998-99 [based on 27,500 children, ages 0 to 18, and the remaining $34,789,200 ($7,780,000 General Fund/$27,009,200 Federal Funds)] and $69 per month in FY 1999-2000  [based on 41,250 children, ages 0 to 18, and the remaining $33,909,200 ($7,595,200 General Fund/$26,314,000 Federal Funds)].  These estimates are based on available KCHIP dollars after deducting amounts needed for Medicaid coverage of children ages 14 to 18.  It is indeterminable with information currently available if these amounts will be sufficient to purchase a benefits package, or subsidize an employer-sponsored health plan, for this group of children equal to the benefit packages listed in the bill. 

To the extent that the number of Medicaid eligibles, cost per Medicaid eligible, or number of KCHIP children are overestimated, the average monthly amount for purchasing health insurance, or subsidizing an employer-sponsored plan, for KCHIP children would increase.  Any copays required or incentives offered for employer-sponsored health insurance will have the potential to allow for either an expanded health insurance benefit package, or more children to be covered under this program.  Conversely, to the extent that any of these numbers are underestimated, the average monthly amount for purchasing health insurance or subsidizing an employer sponsored plan for KCHIP children will decrease and the program could realize a deficit.  Another potential with any new program is the "woodwork effect" - if persons or families which already have health insurance, but would otherwise qualify for KCHIP, drop employer-subsidized plans and instead participate in KCHIP, the number of children to be covered will increase and corresponding available dollars per child will decrease.  

According to the Department of Insurance, the following insurance rates apply to individuals under 30 years of age as of January, 1998 for standard high plans:

	Region
	Kentucky Kare FFS

Single - F
	Kentucky Kare FFS

Single - M
	Anthem PPO

(Non-Alliance)

Single - F
	Anthem PPO

(Non-Alliance)

Single - F

	Lexington
	$183.97
	$139.32
	$122.55
	$100.34

	Louisville
	$207.98
	$157.43
	$136.95
	$112.13

	Ashland
	$189.49
	$143.50
	$151.03
	$123.65

	Hopkinsville
	$187.65
	$142.11
	$147.29
	$120.59


Cost Sharing Requirements in Other States' Children's Health Insurance Programs

The following excerpts are from a September 1997 publication of the National Association of Child Advocates:

For children with family incomes at or below 150% of the FPL, states are prohibited from charging more than a nominal amount for co-payments, premiums, and deductibles.  Additionally, premiums for these children cannot be higher than federal rules allow for "medically needy" Medicaid beneficiaries (generally $15-$19 per month).  However, states are free to set their own premium and other cost-sharing requirements for children in families with incomes above 150% of poverty, as long as total payments do not exceed five percent of family income ($1,600 annually for children in families with incomes equaling 200% of the FPL).  For example, a parent with two children who makes $20,000 a year would be just over the 150% threshold.  This parent would be required to pay as much as $1,000 for her children's coverage through a combination of premiums and co-payments.  This amount may represent a barrier for some of the families targeted by SCHIP.

Cost-sharing requirements in existing state-financed children's health insurance programs vary widely.  Some states charge participating families a low annual fee, while others require families to pay monthly premiums.  States that require monthly premiums typically use sliding scales for families at different income levels, but premium subsidy structures also vary from state to state.

Similarly, other cost-sharing requirements, such as co-payments for particular categories of services, vary across states.  One common feature, however, is that programs typically do not require co-payments for well baby/child care and preventive services such as immunizations.

According to a chart attached to the September 1997 publication of the National Association of Child Advocates which displayed available information for 13 other states' SCHIP programs, average monthly costs per child ranged from $31.92 in Colorado to $363 for children ages 0 to 1 in Rhode Island.  Premiums charged families ranged from no premium for children in families with incomes under 120% of the FPL in New York to $366 per month for families up to 399% of the FPL in Tennessee's Tenn Care program.  Co-payments charged ranged from no co-payments for any service in California to $35 for inappropriate use of the emergency room in New York.
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