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SUBJECT/TITLE
Health Insurance

SPONSOR
Rep. Rich Nelson

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban County Government

Program/

Office(s) Impacted:
 All local government agencies

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS  

HB 103 HCS retains the original provisions relating to the Personnel Cabinet determining the cost of unescorted retirees to the state group, and the reimbursement of these costs to the Kentucky Retirement Systems, including administrative costs.  In HB 103 HCS the term "unescorted retiree" means a retiree whose last employer participates in the County Employees Retirement System (CERS), and whose last employer has not entered into an agreement with the state to include current employees in the state health insurance group.  It also includes the collection of delinquent funds by the Attorney General.  This HCS deletes references to the Kentucky Teachers' Retirement System. It rates only unescorted retirees who retire after January 1, 2004, and requires the Personnel Cabinet, with assistance from the Kentucky Retirement Systems, to determine an adjustment fee as a percent of payroll to be paid by all employers participating in CERS.  Collection of the assessment fee  begins July 1, 2005, and, beginning January 1, 2007, it uses separate premiums for unescorted retirees with differences in premiums paid from the assessment fees.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 103 HCS on local governments is indeterminable, but is estimated to be much less than the original bill estimate of $14 to $16 million.  The fiscal impact on local government is less primarily for two reasons:  the implementation date is delayed, and the adjustment fee related to the unescorted retirees is spread over each employer participating in the CERS, based on a formula that takes into consideration the payroll of CERS employees.

In HB 103 HCS the adjustment fees for unescorted retirees will not be paid until July 1, 2005.  Therefore, there will be no cost to local government for two years.  Initially, the adjustment fee will be based on the actuarial cost to the state group for only unescorted retirees who enter the state group during the 2004 calendar year.  Each subsequent year new retirees would be added to the actuarial cost until January 1, 2007, when the health insurance premiums paid for unescorted retirees will include the adjustment fee but will not otherwise differ from the premium paid by other state group members.  Compared to the original $14 to $16 million in the first year, this estimated impact would be closer to $1.6 million, if inflation is not considered.  This cost is based on an estimated number of 1000 unescorted retirees in the first year of implementation compared to an estimate 9000 total and current unescorted retirees.  Additionally, if the formula for an employer's adjustment fee is based on a % of payroll which includes all CERS employees the per employee share that an employer would pay would be estimated to be .007% of payroll per month.

DATA SOURCE(S)
Mark Roberts LRC;  Commonwealth of Kentucky Public Employee

Health Insurance Program Annual Report, Kentucky Group Health Insurance Board, October 1, 2001;  Commonwealth of Kentucky Public Employee Health Insurance Program Second Annual Report, Kentucky Group Health Insurance Board, October 1, 2001.
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