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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	2013  REGULAR SESSION
	


MEASURE
	(x ) 2013 BR No.
	1090
	
	( x)
	HB
	Bill No.
	314 GA

	( ) Resolution No.
	
	
	( ) Amendment No.
	

	SUBJECT/TITLE
	An Act relating to treatment of a life insurance policy for Medicaid eligibility.

	SPONSOR
	Representative Bob Damron


NOTE SUMMARY
	Fiscal Analysis:
	
	
	Impact
	
	X
	No Impact
	
	Indeterminable Impact

	Level(s) of Impact:
	
	
	State
	
	
	Local
	
	Federal

	Fund(s) Impact:
	
	
	General
	
	
	Road
	
	Federal

	
	
	Restricted Agency (Type)
	
	(Other)


FISCAL SUMMARY________________________________________________________________

	Fiscal Estimates
	
	2012-2013
	2013-2014
	Future Annual

Rate of Change

	Revenues          Increase

                             (Decrease)

	
	
	
	

	Expenditures     Increase 

                              (Decrease)


	
	
	
	

	Net Effect      Positive
                         (Negative)
	
	
	
	


MEASURE'S PURPOSE:   HB 314 GA authorizes the Cabinet for Health and Family Services to utilize all but the lesser of 5% or $10,000 of a Medicaid beneficiary’s life insurance policy to help cover that member’s nursing facility costs.  Allows any life insurance proceeds to not be counted as assets in determining the applicant’s  Medicaid eligibility if such person enters into a life settlement contract to dedicate the life insurance proceeds to nursing facility care (for those policies over $10,000).  HB 314 GA also provides that this not be the sole method for excluding life insurance proceeds from assets used to determine Medicaid eligibility. 
 HB 314 GA further allows Medicaid to pay life insurance premiums for those recipients aged 55 and older or who are permanently institutionalized if such recipient has made an irrevocable election to name the state as beneficiary of the proceeds up to Medicaid benefits plus any premiums paid by the state.  Any excess life insurance proceeds to be distributed to any other beneficiaries listed.
PROVISION/MECHANICS:  HB 314 GA creates a new section of KRS Chapter 205 to authorize the Cabinet for Health and Family Services to treat the value of life insurance owned by an applicant or recipient as an asset if the life insurance is in force and the applicant meets the state's requirements for nursing home or nursing facility level of care; provides that the value of the policy shall not be used to determine the applicant or recipient's eligibility for Medicaid if the applicant enters into a life settlement contract as prescribed by the section; provides that an owner of a life insurance policy or the certificate holder under a group policy in the face amount of at least ten thousand dollars ($10,000) may enter into a life settlement contract pursuant to KRS 304.15-700 to KRS 304.15-720 in exchange for periodic payments to the Medicaid program to be used solely for Medicaid coverage of long-term-care services for the owner of the policy; requires that the life settlement contract provide that the lesser of five percent of the policy or ten thousand dollars ($10,000) is reserved as a death benefit, that the balance of payments unpaid at the owner's death be paid to the owner's estate or a named beneficiary, that a schedule be included evidencing the total amount and the number and amount of each payment, require that all proceeds of the contract be held in an irrevocable trust or federally insured account; requires the life settlement provider to file all advertisements with the Department of Insurance; requires the Department for Medicaid Services to provide written notice to each applicant for  Medicaid of the option to enter a life settlement contract; requires the Department of Insurance to promulgate jurisdictionally appropriate administrative regulations to implement the section; requires the Department for Medicaid Services to seek any required state plan amendments or federal waivers; and specifies that nothing in section 1 of the Act shall prevent conversion of a life insurance policy to a long-term care policy; creates a new section of KRS 304.15-700 to KRS 304.15-720 in the insurance code, relating to life settlements, to conform.
FISCAL EXPLANATION:  The Cabinet for Health and Family Services and Department of Insurance both state that this legislation has no fiscal impact as currently written.
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