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FISCAL SUMMARY

_______________________________________________________________________________

Fiscal Estimates

2002-2003
2003-2004
Future Annual

Rate of Change

Revenues (+/-)





Expenditures (+/-)


Indeterminable from $978,700 to $1,548,600 annualized recurring.  Plus, one-time > $5

million to build system.


Net Effect





______________________________________________________________________________

MEASURE'S PURPOSE:  

HB 92 creates new sections of KRS Chapter 11 as follows:  Defines terms; creates the Kentucky e-Health Network Board to oversee the development, implementation, and operation of a statewide electronic network of health care providers and insurers for the purpose of simplifying administrative transactions; establishes the membership of the board; establishes the responsibilities of the board; requires any transactions by the network to comply with the federal Health Insurance Portability and Accountability Act; requires the board to adopt standards for computer systems communicating with the central part of the network; authorizes the board to promulgate administrative regulations; requires an annual report to the Governor, Cabinet for Health Services, Office for the New Economy, Interim Joint Committee on Health and Welfare, and the Interim Joint Committee on Banking and Insurance; establishes a "Ke-HN fund"; and amends KRS 45A.605 to authorize the use of the information highway for transactions and activities associated with the network, and allows the board to use the information highway for all its communication services.

PROVISION/MECHANICS:  

HB 92 creates new sections of KRS Chapter 11 as follows:  

Section 1:
Defines terms.

Section 2:
Creates the Kentucky e-Health Network Board and attaches it to the Governor's Office for Technology for administrative and technical support services; prescribes Board membership for voting and nonvoting members, and terms of membership; allows the Board to employ staff or contract with consultants necessary for the performance of the duties of the board; indemnifies board members to personal liability or accountability for any loss sustained or damage suffered on account of any action or inaction of the Board; authorizes reimbursement for actual and necessary expenses related to Board duties; requires the board to meet at least 6 times each year; and allows the Board to appoint committees for specific aspects of the Ke-HN.

Section 3:
Prescribes duties of the Board which include, but are not limited to: 1) adopt standards for computer systems communicating with the central part of the network; 2) promulgate administrative regulations; 3) submit an annual report to the Governor, Cabinet for Health Services, Office for the New Economy, Interim Joint Committee on Health and Welfare, and the Interim Joint Committee on Banking and Insurance; 4) seek funding through the appropriation process if state funds are required for implementation of the network; 5) receive and dispense funds appropriated for its use by the General Assembly, or to solicit, apply for, and receive any funds property, or services from any person, governmental agency, or organization to carry out its statutory responsibilities; and 6) award grants to health care providers and payors to implement projects related to health informatics, with highest priority given to health care providers and payors that serve rural and inner-city areas of the Commonwealth.

Section 4:
Establishes the Ke-HN Fund and allows the Fund to receive state appropriations, gifts, grants, revolving funds, transaction, service or other fees set by the board, federal funds, and any other public or private funds; and directs that moneys deposited in the Ke-HN fund are to be disbursed by the State Treasurer upon the warrant of the Board; directs the Fund to be used only for purposes related to the Ke-HN as approved by the Board; allows balances remaining in the fund not to lapse, but to be carried forward into the next fiscal year.

Section 5:
Amends KRS 45A.605 to authorize the use of the information highway for transactions and activities associated with the network, and allows the board to use the information highway for all its communication services.

FISCAL EXPLANATION:  

There are numerous directives, pursuant to this legislation that could result in significant fiscal impact to the state. However, it is not clear exactly what state agency or agencies, if any, would be responsible for costs associated with implementation of this legislation, or when these costs would occur.  

Potential Administrative and Technical Support Services Costs:

In Section 2, the Act establishes an e-Health Network Board and attaches it to the Governor's Office of Technology (GOT) for administrative and technical support purposes. It is not known how many, if any, additional employees would be required to staff the Board's meetings, or the extent of technical services and support that would be required of GOT in the performance of the Board's duties or implementation of the Ke-HN network. 

Assuming additional personnel are needed to staff the Board and provide technical support, it would be necessary to hire staff in two personnel classifications, Resource Management Analyst II and Systems Consultant IT.  According to the Commonwealth's Personnel Classification listing, the gross monthly salary for a Resource Management Analyst II is between $2,601 and $3,445 per month.  This job classification would most likely be required to perform staffing functions, as well as, some technical support.  If more technical expertise is required, the gross salary for a Systems Consultant IT would be between $3,461 and $4,586 per month.

Assuming 3 administrative support staff and 2 technical support staff will be required to provide assistance to the Board, the average annual additional costs associated with these positions could range between $215,500 and $285,400 per year.  These estimates are based on the salary range (from $2,600 per month/$50,600 per year with benefits to $3,445 per month/$50,400 per year with benefits) for each Resource Management Analyst II position, assuming 3 positions will be needed, could range between $114,300 and $151,200 per year; and the salary range (from $3,461 per month/$50,600 per year to $4,586 per month/$67,100 per year) for each Consultant IT position, assuming 2 positions will be needed, could range between $101,200 and $134,200 per year.

There could be additional costs associated with contracting with consultants, if deemed necessary by the Board.  Whether the Board will choose to contract with consultants is unknown at this time, but consulting services, if any, would include the consultant's salary, travel, and related operating costs, and there could be additional costs in excess of those identified above.

Potential Costs Associated with Member's Reimbursements for Travel and Related Expenses:

Board members are entitled to be reimbursed for travel and related operating expenses in the performance of their official duties, and the Board is required to meet at least 6 times per year.  The Act designates 14 voting members and 7 nonvoting members.  Assuming 21 members attended 6 meetings per year; travel and related expenses, including lodging, the additional costs for members expenses are estimated to be approximately $13,200 per year.  This is based on the assumption that no more than one night of lodging would be incurred by any member for each of the 6 annual meetings.
It is not clear if member reimbursements would be charged to the Governor's Office for Technology budget, or elsewhere, i.e., the Ke-HN Trust Fund.

Potential Development, Implementation, and Oversight Costs:

In Section 3 of the Act, the Board is required to develop, implement and oversee the operations of the electronic health network, Ke-HN, and is permitted to  seek funding through the appropriation process if state funds are required for implementation of the network.  It is unclear if these assigned duties are to be administered only upon development and implementation of a plan to secure funding to finance the start-up, administrative, and maintenance costs associated with the network; if funding would be provided from subscription or transaction fees via promulgation of administrative regulations; if funding would be obtained through the appropriation process, or receipt of other funds, property, or services from any person, governmental agency, or organization.

It is estimated that the cost to build and implement the Ke-HN network could be substantial, exceeding $5 million dollars.

Operational costs to run the network are estimated to be approximately $750,000 to $1,250,000, which is based on approximately 15% to 25% of the costs to build the network.

Ke-HN Fund Requirements:

Section 4 of this Act establishes a Ke-HN fund from which sums shall be disbursed for the purposes related to the Ke-HN as approved by the Board.  The fund may receive state appropriations, gifts, grants, revolving funds, transaction, service or other fees set by the board, federal funds and any other public and private funds.

While there will be significant costs associated with implementation of this Act, it is unknown what the actual funding needs would be, because funding sources could be provided through General Fund appropriations, private, federal, or other funding sources that would include charges to state agencies and/or other system users.

Additionally, it is unknown when, or if, the fiscal impact of this legislation would occur in this biennium because it is not known how long it will take to actually implement the Ke-HN network, or when the Board would begin meeting and commence performing their duties as directed by this legislation.

Based on the above analysis, a full year of costs could range from $978,700 to $1,548,600 per year.  This estimate assumes staff will be hired, but consulting services would not be employed, and it does not include the cost to build an implement the Ke-HN network, which could exceed $5 million dollars.

DATA SOURCE(S)


NOTE NO.
44
PREPARER
Sharon Cantrell
REVIEW

DATE
02-19-03

LRC 2003-BR0114-HB92

