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MEASURE

	(X) 98 BR No.
	1476
	
	(X)
	Senate
	Bill No.
	140


	() Resolution No.
	
	
	() Amendment No.
	


	SUBJECT/TITLE
	An act relating to health care and declaring an emergency.


	SPONSOR
	Senator Kim Nelson


NOTE SUMMARY

	Fiscal Analysis:
	               Impact
	               No Impact
	  X    Indeterminable Impact

	Level(s) of Impact:
	                  State
	                       Local
	               Federal


	Budget Unit(s) Impact
	Attorney General, Department of Insurance


	Fund(s) Impact:
	              General
	                Road
	               Federal

	
	       X      Restricted Agency (Type)
	               (Other)


FISCAL SUMMARY

_____________________________________________________________________________

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

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	See Fiscal Explanation
	See Fiscal Explanation
	See Fiscal Explanation
	

	Net Effect
	See Fiscal Explanation
	See Fiscal Explanation
	See Fiscal Explanation
	


_____________________________________________________________________________

MEASURE'S PURPOSE:  SB 140 freezes health insurance premiums at rates that do not exceed rates for policies issued on December 31 1994; prohibits rate increases for eighteen months; requires rate filings to be filed with and approved by the Attorney General rather than the Commissioner of Insurance and guarantees renewal of  hospitalization or surgical expense policies which meet specified criteria.  SB 140 also deletes: a)  the requirement that Certificate of Need (CON) projects be subject to biennial budget authorizations and limitations; b) the requirement that physicians' offices apply for a CON for proposals involving major medical equipment costing more than $1.5 million; and, c)  the Medicaid Medical Assistance Revolving Trust (MART) Fund, established to receive provider tax receipts; and, d)  the  Medical Assistance Indigent Trust (MAIT) Fund which was established to receive any transferred provider tax receipts, or any other fund receipts including Federal Funds, for the purpose of making disproportionate share hospital(DSH) payments to reimburse hospitals for indigent care.
PROVISION/MECHANICS:  SB 140 creates new sections of Subtitles 17, 18, and 38 of KRS Chapter 304 to require health insurers that cover persons under standard plans to offer insureds all policies it was authorized to sell on December 31, 1994, at rates that do not exceed rates in effect on December 31, 1994; prohibit rate increases for 18 months; policies in effect that are not standard plans must be issued or renewed on and after the effective date of this Act at the rate in effect for that policy on December 31,1994; amends KRS 304.17-380 to require rate filings for individual policies to be filed with and approved by the Attorney General rather than the commissioner; amends KRS 304.38-050 to require health maintenance organizations to file rates with the Attorney General; create new sections of Subtitles 17, 18, and 38 of KRS Chapter 304 to require approval of the commissioner of policies delivered or issued for delivery by insurers and its affiliates and subsidiaries; amends KRS 216B.015 to change the definitions of "applicant" and "major medical equipment;" amends KRS 216B.020 on certificate of need pertaining to physicians offices; amends KRS 216B.040 to delete requirement that the proposal be subject to biennial budget authorizations and limitations; delete authorization of the cabinet to appoint technical advisory committees and to establish a mechanism for biennial review of projects for compliance; amends KRS 216B.061 to prohibit a person from having ex parte contact with any employee of the cabinet regarding a certificate of need application; amends KRS 214.450, 18A.225, 18A.2281, 304.14-120, 194.120, 216.885, and 342.375, to make technical changes; amends KRS 304.17A-120, 304.17A-130, 304.17A-160 to restrict application to standard plans issued or renewed prior to the effective date of this Act; create a new section of Subtitle 17 of KRS Chapter 304 to provide that after two years from date of issue a insurer cannot refuse to renew a policy of hospitalization or surgical or medical expense insurance or refuse to renew any other policy in which one-third or more of the total premium is allocable to hospital, surgical, or medical expense benefits except for fraud, moral hazard, overinsurance or benefit duplication, discontinuance of a class of policies, or other reasons approved by the commissioner; provide that after the two year period an insurer may not refuse to renew any policy because of change in the physical or mental condition or the health of any covered person; provide that after the two year period no insurer may require as a condition for renewal a limit of the nature or extent of benefits; amends KRS 304.17A-145 to conform; repeal KRS 18A.2251, 205.6310, 205.6312, 205.6314, 205.6316, 205.6318, 205.6320, 205.6322, 205.6324, 205.6326, 205.6328, 205.6332, 205.6334, 205.6336, 205.640, 216.2920, 216.2921, 216.2923, 216.2925, 216.2927, 216.2929, 216.2950, 216.2960, 216B.135, 304.17A.010, 304.17A.020, 304.17A.030, 304.17A.040, 304.17A.050, 304.17A.060, 304.17A.070, 304.17A.100, 304.17A.110, 304.17A.140, 304.17A.150, and 422.317; EMERGENCY. 

FISCAL EXPLANATION:  The Department of Insurance estimates the current cost of reviewing rate filings to be approximately $1,600,000.  The program responsibilities is transferred to the Office of Attorney General.  The fiscal impact is neutral.

The provisions of SB 140 would require rate filings to be filed with and approved by the Office of the Attorney General (OAG) instead of the Commissioner of Insurance.  The additional cost for the OAG would be approximately $1.6 million to provide for contract costs for actuarial expenses and hearing expenses.  The current staff for the Office of Rate Intervention within the OAG would handle the additional duties.

The Personnel Cabinet indicates that there would not be any fiscal impact on the Cabinet if the 1999 state contribution rate is applied toward employee health insurance plans.  The 1994 state contribution for employee health plans was $158.78, the 1999 contribution rate will be $205.00, and the year 2000 rates will be $215.00.  The differences in the amount of the monthly contributions is $46.22 in 1999 and $57.22 in 2000 which would otherwise be eligible for deposit into the Commonwealth's Flexible Spending Account.  Since the Commonwealth insures approximately 135,800 participants, then this provision would indicate a potential savings of approximately $6,276,000 monthly in 1999 and $7,770,000 monthly in 2000.  

Certificate of Need (CON).  According to the Cabinet for Health Services (CHS), deleting the requirement from KRS 216.040(2) that CON projects be subject to biennial budget authorization will cause an indeterminable major fiscal impact to Kentucky, especially for long term care beds.  In calendar year 1997, the Office of CON denied 103 CONs for 3,919 Nursing Facility beds which, if approved, would have cost the Medicaid Program $104.6 million ($31.1 million) annually.  The Office of CON reviews applications for all types of health care facilities including long term care beds, open heart surgery, acute care beds, home health agencies and hospices, many which have significant fiscal impacts on the Medicaid budget.  Current statutes support the state's case when denied proposals are appealed to Franklin Circuit Court.

CONs for Physicians' to Purchase Major Medical Equipment.  Deletion of the requirement that physicians apply for a CON for major medical equipment (any equipment costing at least $1.5 million) could cause a significant impact on the state if this category expands rapidly and the Medicaid Program is subsequently charged for more services.

Abolishment of the MART and MAIT Funds.  According to CHS, abolishment of the Medicaid MART and MAIT Fund accounts could cause significant problems in distributing Medicaid provider taxes and making both regular Medicaid and DSH payments to hospitals and other Medicaid providers.  Provider tax receipts are estimated to equal $165 million in FY 1998-99 and $154 million in FY 1999-2000.  CHS further states that this legislation could cause a problem in carrying-forward Medicaid provider tax receipts which are estimated to equal $119 million over the FB 1998-2000 biennium.  However, the impact of abolishing the MART and MAIT Funds, according to CHS, will depend on how the Department of Revenue would handle these funds. 

The overall impact of the repeal of these statutes impact cost growth for the Medicaid Program. One of the statues repealed in Section 26 is KRS 304.17A-140 which requires health insurance coverage for families to cover legally-adopted children.  No section of the bill replaces or recodifies this requirement.  If insurance companies choose not to cover legally-adopted children under the adoptive parent's policies without this statute mandate, Department for Social Services (DSS) could become the payor of last resort for certain children (including medically fragile children, i.e. HIV infected, drug addicted, severely disabled, etc.) when they are not eligible for Medicaid.  Depending on how many companies take this action, and how many children are not Medicaid eligible, there could be several children relying on DSS General Fund to cover their health costs.  There is no way to anticipate the number of children, nor the extent of their needs and the cost of covering their needs.

	DATA SOURCE(S)
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