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MEASURE'S PURPOSE:  HB 375 establishes the Kentucky e-Health and Telehealth Board; directs the Board to study the feasibility of having an electronic health network (Kentucky e-Health Network - Ke-HN) of provider and payers of health services; requires the Board to report annually to the Legislative Research Commission and Interim Joint Committees on Health and Welfare and Banking and Insurance; requires the Cabinet for Health Services to apply for any available related federal funding, and requires the Kentucky Innovations Commission, the Council for Postsecondary Education, and the Economic Development Cabinet to aid in the research, development and funding of health technology in Kentucky.

PROVISION/MECHANICS:
Sections 1 and 2:  General Assembly Declarations and Findings and Definitions

Creates new Sections of KRS Chapter 11 to declare findings of the General Assembly related to electronic health information; and define terms relating to the “Kentucky e-Health and Telehealth Board”, “insurer”, “electronic health network”, “health care provided”, “HIPPA”, and “Ke-HN”.

Section 3:  Establishment and Duties of the Kentucky e-Health and Telehealth Board

Creates a new Section of KRS Chapter 11 to direct the duties and responsibilities of the Board, direct the Board to conduct a feasibility study relating to the implementation of an electronic health network, and if feasible, to oversee implementation; exercise administrative functions; appoint an advisory group; require advisory group to meet at least quarterly; direct elements to be included in feasibility study; project costs of network; establish procedures and timetable; require the Board to submit the results of the feasibility study, and a description of the model selected, to the Legislative Research Commission prior to November 1, 2002; require the Board to seek any necessary state funding to implement the selected model through the state appropriations process; require the Board to oversee the implementation of any feasible model selected by the Board; require the Board to oversee the development of the network of providers and payers and adopt standards for computer systems communicating with the central part of the network; facilitate and implement HIPPA standards and guidelines; oversee the operations of Ke-HN; facilitate development of public and private partnerships; receive and disburse funds; require an annual report to the Legislative Research Commission, Interim Joint Committee on Health and Welfare and the Interim Joint Committee on Banking and Insurance; permit Board to contract with independent third parties and to award grants to health care providers.

Section 4:  Economic Development Cabinet – Bond Financing

Creates a new Section of KRS Chapter 11 to permit the Board to seek revenue bonds through the Economic Development Cabinet; and exempt members from personal liability or accountability from issuance of bonds by the Board.

Section 5:  Ke-HN and Telehealth Fund

Creates a new Section of KRS Chapter 11 to establish a "Ke-HN and Telehealth Fund"; provide that the Fund may receive moneys from various sources; and require funds to be used solely for the purpose identified.

Section 6:  Ke-HN and Telehealth Fund

Amends KRS 11.550 to reorganize the Telehealth Board as the Kentucky e-Health and Telehealth Board; attach the Board to the Governor's Office of Technology for administrative and technical support, to the Office of the New Economy for research, development, and securing of funds, and to the Cabinet for Health Services for health regulation, Medicaid management and securing of funds; establish the membership and terms of the Board, establish the responsibilities of the Board; permit Board to employ staff or contract for services; permit Board members to receive reimbursement of expenses; require the Board to meet at least 6 times per year; require the Board to establish certain committees and an advisory group to ensure input into the evaluation and choice of any model selected for implementation; 

Section 7:  Kentucky Economic Development Finance Authority – Project Priority

Creates a new Section of Subchapter 12 of KRS 154 to authorize the Kentucky Economic Development Finance Authority to give high priority to projects related to the Kentucky e-Health Network in its approval of funding of projects; and permits companies that develop or manufacture software related to the Kentucky e-Health Network to receive incentives under Subchapters 22, 23, 24, 26, and 28 of KRS Chapter 154 if the company meets all the eligibility criteria.
Sections 8 through 14:  Promote Research, Development, and Funding of Electronic Health Network

Amends KRS 164.6015, 164.6021, 164.6029, 164.6037, 154.12-270, and 154.12-274 to direct that certain programs of the Kentucky Innovation Commission, Council for Postsecondary Education, and Economic Development Cabinet are to promote the research, development, and funding of an electronic health network; and amends KRS 154.12-278 to expand the duties of the Office of the Commissioner for the New Economy to include promoting the development and securing funds for the Kentucky e-Health Network.
Section 15:  Department for Medicaid Services

Creates a new Section of KRS 205.510 to 205.630 to require the Department for Medicaid Services to apply for federal funding to develop the infrastructure that integrates existing Medicaid administrative transactions with the Kentucky e-Health Network; and authorizes the Cabinet for Health Services to collaborate with the Cabinet for Families and Children to include eligibility for other public assistance programs and food stamps into the network; and permits any savings from the implementation of an electronic Medicaid management system to be used to enhance the viability of the Medicaid program;

Section 16:  Technical Correction

Amends KRS 205.559 to provide for technical correction; 

Sections 17 through 19:  Continuation of Existing Telehealth Board Until Activation of New Board, Carry Forward of Funds, and Declaration of Emergency

Includes non-codified provisions that direct the current members of the Telehealth Board are retained as members of the Kentucky e-Health and Telehealth Board until the end of their current terms; require that, until the Kentucky e-Health and Telehealth Board is appointed, the Telehealth Board is to continue to function; transfer Telehealth funds to the new Board; and declares an emergency.

FISCAL EXPLANATION:  The fiscal impact of HB 375 is indeterminable because the outcome of the feasibility study, the amount of state contribution, the amount of private donations or grants, and savings that may be generated by establishing a statewide electronic health network are not known.

Although the fiscal impact is indeterminable, the following information regarding Sections with potential costs is provided:

Section 3:  Board Duties

Sets out the duties of a newly created Board to include studying the feasibility of establishing an electronic health network in Kentucky and, if feasible, oversight of the implementation of the system.

Fiscal Impact

The start-up costs of the Ke-HN would have a major fiscal impact, but may be offset by either private donations, or enhanced Medicaid funding (i.e. up to a 90% federal match rate) or savings generated by improved efficiency and the prevention of unnecessary medical care.  However, such savings would be generated only if the majority of providers in an area or the state participate in the system, and a large share of health services in an area were paid for with  state funds.  Assuming the Board contracts with a third party administrator to operate this program, staff requirements would be minimal. The feasibility study could cost an estimated $300,000 to $500.000.  The cost of establishing such a system in Kentucky could range from $60 million in the first year, to $60 million over 10 years.  Savings generated by such a system could be as high as 50-60% per year.  Although the Act includes an emergency declaration, the timetable for implementation of such a system is unknown.

Section 4:  Economic Development Cabinet – Bond Financing

Allows the Economic Development Cabinet to apply, at the Board’s request, to the State Property and Buildings Commission for the issuance of revenue bonds to finance the implementation and maintenance of Ke-HN.

Fiscal Impact

No impact.  The Cabinet could apply for such funds within existing resources.

Sections 5 and 6:  Ke-HN and Telehealth Fund and Board Establishment

Creates the Kentucky e-Health and Telehealth Board, requires the establishment of a fund entitled the “Ke-HN and Telehealth Fund”, and requires the Board  to meet at least six times annually.

Fiscal Impact

The additional cost of establishing and maintaining the new Board creating the Fund are estimated to be minimal, and may possibly be absorbed within existing resources. The estimated cost to reimburse members for carrying out the duties of the Board are estimated to be approximately $100 per day per member.

Section 7:  Kentucky Economic Development Finance Authority – Project Priority

Allows the Kentucky Economic Development Finance Authority to give high priority to projects related to Ke-HN, and companies or manufacturers of related computer software to receive incentives in the form of tax credits, low interest loans, and grants.  

Fiscal Impact

Minimal or no impact.  Incentives that may be received by the various companies may result in reduced costs to the state for required computer software, and increased savings from expedited program implementation.

Sections 8 through 14:  Research, Development and Funding of Health Information Technology

Requires the Kentucky Innovation Commission, Council for Postsecondary Education, and Economic Development Cabinet to promote and aid in the research, development and funding of health technology in Kentucky.

Fiscal Impact

Minimal or no impact.  Requirements may possibly be absorbed within existing resources.

Section 15:  Department for Medicaid Services and Cabinet for Families and Children

Requires the Department for Medicaid Services to apply to the federal Centers for Medicare and Medicaid Services (CMS) for approval, and any available federal funding, of an electronic Medicaid Management Information System which would integrate existing administrative transactions and provide support for clinical decisions if an electronic health network model is deemed feasible.  The initial letter of intent to CMS would have to be submitted no later than August 30, 2002.  Allows DMS to collaborate with the Cabinet for Families and Children to integrate eligibility for other public assistance programs and food stamps into the Medicaid Management Information System.  Requires that any savings resulting from the implementation of electronic transactions be utilized to enhance the viability of the Medicaid program, and may include increases in reimbursement or expansion of services.

Fiscal Impact

This fiscal impact is indeterminable because the cost to revise the Medicaid Management Information System to include support for clinical decisions in an electronic health network, and any savings which would be generated by Ke-HN, are unknown.  To the extent that an enhanced federal match rate is obtained, or the electronic health network generates savings, the cost to DMS would be reduced.

This fiscal impact is also indeterminable because the savings, or increased costs, to the Medicaid program from establishing an electronic health network in Kentucky are unknown.  To the extent that transportation expenditures or emergency room visits are decreased, or the quality of health care and prevention of more catastrophic illnesses are increased, the cost of the Medicaid program would be reduced.  However, to the extent Medicaid reimbursement for an electronic health care visit is greater than current Medicaid reimbursement, or the number of Medicaid eligibles, provider visits and pharmacy costs are increased, the cost of the Medicaid program would be increased.

There may be some increased costs to the Cabinet for Families and Children if this legislation results in increases in eligibility determinations.

Sections 17 through 19:  Continuation of Existing Telehealth Board Until Activation of New Board, Carry Forward of Funds, and Declaration of Emergency

Directs that the current members of the Telehealth Board are retained as members of the Kentucky e-Health and Telehealth Board until the end of their current terms; require that until the Kentucky e-Health and Telehealth Board is appointed, the Telehealth Board is to continue to function; transfer Telehealth funds to the new Board; and declares an emergency.

Fiscal Impact

No impact, or minimal.
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