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SUBJECT/TITLE
An Act relating to health insurance
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NOTE SUMMARY

Fiscal Analysis:
               Impact
               No Impact
   X    Indeterminable Impact

Level(s) of Impact:
                  State
                       Local
               Federal

Budget Unit(s) Impact
Kentucky Health Care Improvement Authority

Fund(s) Impact:
       X       General
                Road
               Federal


       X         Restricted Agency (Type)
               (Other)

FISCAL SUMMARY

_____________________________________________________________________________

Fiscal Estimates
1999-2000
2000-2001
2001-2002
Future Annual

Rate of Change

Revenues (+/-)





Expenditures (+/-)

Indeterminable
Indeterminable


Net Effect

Indeterminable
Indeterminable


_____________________________________________________________________________

MEASURE'S PURPOSE:  

HB 617 creates the Kentucky Health Care Improvement Authority; designates 13 members and names the Insurance Commissioner as chair; provides that 70 percent of moneys in the fund be placed in the Kentucky Access Fund, 20 percent be spent on collaborative partnership between the University of Louisville and the University of Kentucky dedicated to lung cancer research, and 10 percent be spent to discourage the use of harmful substances by minors; creates Kentucky Access to assure health coverage is made available to each Kentucky resident; provides that Kentucky Access shall operate under the supervision of the Kentucky Health Care Improvement Authority; provides that the Kentucky Health Care Improvement Authority select a third-party administrator to administer Kentucky Access; directs the authority to establish the schedule of rates, premiums, deductibles, copayment amounts, coinsurance amounts, and other cost-sharing amounts; provides that initial rates for Kentucky Access coverage cannot be less than 150 percent of the applicable individual standard risk rates as established by the authority with approval of the commissioner; prohibits rates in excess of 200 percent of the rates applicable to individual standard risks; provides that an "eligible individual" is eligible for coverage under Kentucky Access; provides that an individual who is not an "eligible individual" is eligible for coverage if the person has been a Kentucky resident for at least 12 months if the person has been rejected by at least 2 insurers or has been offered coverage substantially similar to Kentucky Access coverage at a premium greater than the Kentucky Access premium or the person has a high-cost condition; directs that a Kentucky Access enrollee whose premiums have exceeded claims for 3 years be given a notice of insurability to be used to obtain insurance in the regular individual market; prohibits certain persons from eligibility for Kentucky Access, including persons eligible for Medicare or Medicaid, persons terminated by Kentucky Access less than 12 months ago, persons who have received 1 million dollars in Kentucky Access benefits, and prisoners; requires the authority to evaluate and revise rates at least annually; requires Kentucky Access to provide at least 3 health benefit plans, at least one of which must be the standard plan and at least one of which must be in a traditional fee-for-service form; prohibits pre-existing condition exclusions for "eligible individuals" but permits them for others; restricts Kentucky Access plans to a lifetime limit of $1,000,000 but allows the authority to amend this limit; permits the authority to assess all insurers to fund GAP loses prior to September 30, 2002, and to fund Kentucky Access; provides as funding sources for Kentucky Access the premiums paid by enrollees, funds designated in the Kentucky Health Care Improvement Fund, appropriations, premium taxes, annual assessments of insurers, second assessment of insurers, gifts and grants, interest on earnings, and funds in GAP account on October 1, 2000; allows insurers to include assessments in any rate filing; require GAP participating insurers to report certain information until December 31, 2002; directs that GAP be terminated on October 1, 2000; prohibits the authority from reimbursing a GAP participating insurer for GAP losses incurred on or after October 1, 2002; exempts Kentucky Access and the Authority from state and local taxes; requires the authority to submit an annual report to the General Assembly 60 days prior to each regular session; requires the Health Insurance Advisory Council to review the list of high-cost conditions and report to the commissioner, who shall report the recommendations of the Council to the Authority; provides that premium rates charged to an individual may vary from the index rate by 50 percent or less for two consecutive years from the date of implementation of Kentucky Access; permits an adjustment of 15 percent, rather than 10 percent, for health conditions for individual, small group, and association rates; requires that in the individual market that the insurer must offer the standard plan; requires the denial letter after October 1, 2000, to include a description of Kentucky Access; and permits insurers who ceased operating in Kentucky to reenter until January 1, 2001.

PROVISION/MECHANICS:  

HB 617 establishes Subtitle 17B of KRS Chapter 304 and creates new sections thereof; amends KRS304.17A005; KRS 304.17A-080; KRS 304.17A-0952; KRS 304.17A-150; KRS 304.17A-250; KRS 304.17A-260; KRS 304.17A-320; repeals effective October 1, 2000, KRS 304.17A-210; KRS 304.17A-280; amends KRS 304.17A-080, 302.17A-095, 304.17A-150, 304.17A-250, 304.17A-290, and 304.17A-320; and repeals, effective October 1, 2002, the following statutes: KRS 304.17A-400, 304.17A-410, 304.17A-420, 304.17A-430, 304.17A-440, 304.17A-450, 304.17A-460, 304.17A-470, and 304.17A-480. 

FISCAL EXPLANATION:  The fiscal impact of HB 617 is indeterminable due to the lack of data regarding the actual number of persons who might be eligible, the rates that may be charged and types of plans that may be approved, etc.

However the following cost components are identified of HB 617 are identified:

Section 2 -  Establishes the Kentucky Health Care Authority; authorizes Board members, who shall serve without compensation;  allows reimbursement for reasonable and necessary expenses; prorates 70% of moneys in the Kentucky Health Care Improvement Fund to Kentucky Access, 20% to the University of Louisville and the University of Kentucky for lung cancer research and 10% to discourage the use of harmful substances by minors; sets public hearings on expenditure of funds.

Section 3 - Establishes the Kentucky Access program. MSA Phase I Tobacco Settlement funds are estimated to be approximately $17.7 million in FY 2000-2001 and $21.3 million in FY 2001-2002.

Section 4 - Authorizes the employment of an executive director, financial director, operations director and other  staff as necessary to administer and operate Kentucky Access.  Estimated cost for 3 positions is $450,000 in FY 2000-2001 and $345,000 in FY 2001-2002.

Sections 5 & 6 - Authorizes a third-party administrator; estimated cost of $1,300,000 in FY 2000-2001 and $1,700,000 in FY 2001-2002.

Sections 7 & 9 - Authorizes rate setting - Indeterminable revenues

Section 8 - Defines eligible persons - Indeterminable numbers.

Section 10 - Authorizes benefit plans.

Section 11 - Authorizes assessments and outlines funding sources for Kentucky Access - Indeterminable revenues.

Section 12 - Reporting requirements - Minimal costs

Section 13 - Termination of Guaranteed Acceptance Program

Section 14 - Tax exemptions.

Section 15 - Reporting requirements.

Section 16 - Promulgation of administrative regulations - No fiscal impact.

Sections 17-28 - Conforming statutes.
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