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	Budget Unit(s) Impact
	General Fund Surplus, Department of Insurance, Personnel Cabinet


	Fund(s) Impact:
	        X      General
	                Road
	               Federal

	
	            X         Restricted Agency (Type)
	               (Other)


FISCAL SUMMARY
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	See Fiscal Explanation
	See Fiscal Explanation
	See Fiscal Explanation
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______________________________________________________________________________

MEASURE'S PURPOSE:  HB 315/HCS is intended to regulate and reform the health insurance market in Kentucky, provide guaranteed issue for small groups and individuals, provide guaranteed renewability of health benefit plans, make standard benefit plans available, establish the Kentucky Guaranteed Acceptance Program and provide patient protections.
HB 315/HCS amends HB 315 by deleting the definition of purchasing cooperative in Section 1 and amends KRS 304.12-085  in Section 55 to clarify  that the provisions apply only to health benefit plan coverage.

PROVISION/MECHANICS:  HB 315/HCS creates 42 sections of Subtitle A of KRS Chapter 304; amends KRS 304.17A-095, 150, 304.14-130, 304.18-050, 304.14-120, 304.38-200, 304.17A-080, 304.17A-145, 304.17A-170 304..38-050, 216.2923, 304.17A-010, 304.12-085, 304.38-080, 141.010; repeals KRS 304.17A-090 on the effective date of this act;  repeals KRS 304.17A-010, 020, 030, 040, 050, 060, 070, 100, 110, 120 and 160 effective July 15, 1999.

	SECTION 1  Definitions of Terms

SECTION 2  Small Groups/Guaranteed Issue

SECTION 3  Individuals/Guaranteed Issue

SECTION 4  Group Plans/Pre-Existing Conditions

SECTION 5  Individual Coverage/Pre-Existing Conditions
SECTION 6  Guaranteed Renewal of Health Benefit Plans

SECTION 7  Standard Plan/Other Health Benefit Plans

SECTION 8  Amnesty for Insurers

SECTION 9  Rate Approval Process

SECTION 10  Rates

SECTION 11  Rates for Employer-Organized Associations

SECTION 12  Health Purchasing Alliance/Other Reform Statutes     

SECTION 13  Any Willing Provider

SECTION 14  High-Cost Conditions

SECTION 15  Kentucky Guaranteed Acceptance Program

SECTION 16  Definitions

SECTION 17  Elections by Insurers

SECTION 18  Program Plan Requirements

SECTION 19  Annual Premium for First Issuance

SECTION 20  Cost Containment

SECTION 21  Reports/Assessments

SECTION 22  Risk Adjustment Process

SECTION 23  Report of Commissioner

SECTION 24  Non-State Employees Under State Plans            

SECTION 25  Patient Protections

SECTION 26  Disclosures

SECTION 27  Disclosures

	SECTION 28  Sufficient Number of Providers

SECTION 29  Adequate Choice of Participating Primary Provide

SECTION 30  Standards for Consideration of Providers

SECTION 31  Prohibit Penalty for Provider Discussing Treatments

SECTION 32  Drug Utilization Review Program

SECTION 33  Denial of Coverage

SECTION 34  Medical Director

SECTION 35   Out-of Network Benefits

SECTION 36   Patients Right of Privacy

SECTION 37   Most Favored Nation

SECTION 38   Enforcement Power of Commissioner

SECTION 39   All Policies Must Comply

SECTION 40 and 41   Employer Organized Associations

SECTION 42   Mandated Health Benefits-Legislative Fin. Imp. State.

SECTION 43   Consumer Protection and Education Division

SECTION 44  Unfair Trade Practices

SECTION 45  Technical Change

SECTION 46  Association Exemption

SECTION 47 and 48  Technical Change

SECTION 49  Health Insurance Advisory Council

SECTION 50-54  Technical Changes

SECTION 55  Discrimination Based on Genetic Tests

SECTION 56  HMO Open Enrollment

SECTION 57  Income Tax Deduction

SECTION 58 and 59  Repealers

SECTION 60  Appropriations of $10,000,000

SECTION 61  Emergency




AN ACT relating to health insurance, making an appropriation therefor, and declaring an emergency. 

Create new sections of Subtitle 17A of KRS Chapter 304 to provide that insurers that provide health coverage for small employers must accept all individuals eligible for coverage in the group; the small group coverage must comply with provisions of the federal Health Insurance Portability and Affordability Act; require individual policies to be issued on a guaranteed issue basis; require all group plans to comply with federal law on pre-existing conditions and portability; prohibit pre-existing condition exclusions from applying to eligible individuals; require that coverage of individuals who do not meet the definition of eligible individual must comply with federal law for groups on pre-existing conditions; require guaranteed renewal of health insurance contracts; direct the commissioner to define a standard health benefit plan for the individual and small group markets; require insurers in the individual and small group markets to offer the standard plan; require guaranteed issuance of standard plan as allowed in Sections 2 and 3; require that applicants be given a benefits comparison that compares the standard plan with the policy being offered to the applicant; require the insurer that denies coverage in the individual market to issue a denial letter which includes a description of the Guaranteed Acceptance Program the name of a contact person; permit insurers that left the Commonwealth to apply to the Commissioner to reenter the health insurance market in the Commonwealth; amend KRS 304.17A-095 to require health insurers to submit a copy of rate filings to the Attorney General; allow the rate filing to be used after filing but before approval; require a rate hearing if one is requested by the Attorney General; create a new section of Subtitle 17A of KRS Chapter 304 to regulate rates for individual, small group, and association plans; create a new section of Subtitle 17A of KRS Chapter 304 to regulate rates for employer-organized association plans; prohibit the Health Purchasing Alliance from issuing or renewing any policies after the effective date of this Act and require the Alliance activities to terminate no later than June 30, 1999; prohibit issuance or renewal of standard plans approved under KRS 304.17A-160; prohibit an insurer from discriminating against providers willing to meet the terms and conditions for participation in the insurer's plans; authorize the commissioner to add to the statutory list of high-cost conditions; create the Kentucky Guaranteed Acceptance Program and require participation in the program by all insurers, reinsurers, and self-insured employer-controlled or bona fide associations; require insurers with 25 percent market share to be a program participating insurer; require insurers before July 1, 1998 that have less than 25 percent market share to advise the commissioner whether it will participate as a participating insurer or a supporting insurer; provide that a health benefit plan is a program plan if purchased by an individual who is not a state employee and who within the previous three years has been diagnosed with or treated for a high-cost condition and is not eligible for other coverage; provide that for a health benefit plan that is a program plan at the time of first issuance, an insurer may charge an annual premium up to 150 percent of the index rate charge to a person with similar characteristics but without a high-cost condition; require insurers to report certain information to the commissioner each fiscal year; require the department to calculate insurers' assessments and refunds each fiscal year; require the department to establish a risk assessment process, including a program account; provide that the program account shall be funded by appropriations from the General Assembly, premium taxes, annual assessments of reinsurers, assessments on health benefit plan premiums, special assessments, gifts and grants, and interest or other earnings on the fund investments; permit insurers to include amount of assessments in any rate filing; require the Commissioner to report on the program to each session of the General Assembly; require the Auditor of Public Accounts to audit the program; create patient protection provisions; require insurers to disclose to enrollees, among other things, covered services, prior authorization requirements, right to appeal, a current participating provider directory, financial incentives between providers under contract with the insurer and other providers to which participating providers refer patients; and the plan's standard for waiting times for appointments; require managed care plans to show it offers an adequate number of accessible hospital services and primary care providers; require insurers to establish standards for selection of providers; require for provision of continuity of care upon removal or withdrawal of provider; prohibit a provider being penalized for discussing with enrollee medically necessary or appropriate care; require managed care plans to have drug utilization programs; require disclosure of limits on coverage for any treatment, procedure, drug, or device; require managed care plan to appoint a medical director; provide for offer of out-of-network benefits; provide for patient's right of privacy; permit a employer-organized association to self-insure; create a new section of KRS Chapter 6 to require a financial impact statement for mandated health benefits; create a new section of Subtitle 2 of KRS Chapter 304 to create in the Department of Insurance a Consumer Protection and Education division; amend KRS 304.17A-150 on unfair trade practices; amend KRS 304.14-130 to make technical change; amend KRS 304.18-050 to delete association exemption; amend KRS 304.14-120, 304.38-200, 304.17A-145, 304.17A-170, 304.38-050, 216.2923, to make technical change; amend KRS 304.17A-080 to permit the Health Insurance Advisory Council to make recommendations on high-cost conditions; amend KRS 304.17A-010 to delete mandatory membership; amend KRS 304.12-085 to prohibit denial, cancellation, or refusal to renew coverage because of a genetics test; amend KRS 304.38-080 to delete open enrollment for health maintenance organizations; amend KRS 141.010 to allow individual income tax deductions for payments for health insurance; repeal KRS 304.17A-090 on commissioners review of rates; repeal as of July 1, 1999, KRS 304.17A-010, 304.17A-020, 304.17A-030, 304.17A-040, 304.17A-050, 304.17A-060, 304.17A-070, 304.17A-100, 304.17A-110, 304.17A-120 304.17A-160; appropriate $10,000,000 to the Kentucky Guaranteed Acceptance Program; EMERGENCY. 

FISCAL EXPLANATION:  

Section 9 of HB 315/HCS permits the Attorney General to participate in a rate hearing as a health insurance consumer intervenor and be considered a party to the hearing.  The Office of Rate Intervention in the AG's Office is currently serving as a health insurance consumer intervenor and has expended $300,000 in FY 1996-97.  Assuming the same role is continued, expenditures from the General Fund are estimated to be $260,000 in FY 1998-99 and $273,000 in FY 1999-2000 plus expert witness costs amounting to $30,000 per hearing.  The dollar amounts noted are included in the current base budget.

Section 12 of HB 315/HCS terminates all activities of the Kentucky Purchasing Alliance effective June 30, 1999.  The Personnel Cabinet has indicated that it could perform the same functions as the Kentucky Purchasing Alliance but at a rate of $2.00 per premium, multiplied by 128,000 eligible participants, for a total monthly cost of approximately $256,000.  The Cabinet would also need to purchase a computer system to accommodate the program at an approximate cost of $500,000.

Sections 15-23 of HB 315/HCS creates the Kentucky Guaranteed Acceptance Program and appropriates General Fund dollars of  $10,000,000 in FY 1997-98.  The Department of Insurance is required to establish and maintain a program fund as part of the risk adjustment process.  All funds in the program shall be held at interest in a single depository designated in accordance with KRS 304.8-090(1) under a written trust agreement in accordance with KRS 304.8-095.  All expense and revenue transaction of the fund shall be posted to the state accounting and reporting system (STARS)  and its successors.  The program account shall be funded from the following sources:  appropriations from the General Assembly; premium taxes collected under KRS Chapter 136 and any retaliatory taxes collected that are above the amount collected during calendar year 1997.  (The revenue from this source is unknown); annual assessments from each reinsurer; a new assessment imposed against reinsurers in an amount equal to $2 on each $100 of reinsurance premiums. (Revenue from this source is unknown, although representatives from the Department of Insurance indicate that revenue will probably be minimal); an assessment against all health benefit plan premiums written during the prior fiscal year and paid by all insurers who received any of the premiums on which the assessment is based.  The initial assessment in FY 1998-99 will collect $7.8 million.  If program losses exceed the amount in the fund, a second assessment will be levied in an amount not to exceed the lesser of the program account deficit or $7.8 million provided that the percentage rate may not exceed the percentage rate used in the initial assessment.  Assessments in subsequent years are similarly limited.  If program losses exceed the amount generated through the second assessment, the loss will be borne by each insurer participating proportionately; special assessments; gifts, grants or other voluntary contributions and interest or other earnings on investments.

Sections 25-39 of HB 315/HCS provide various patient protections.  The Department of Insurance estimates a need of four (4) additional positions to oversee the provisions of these sections.  Estimated Restricted Funds of $206,000 in FY 1998-99 and $186,000 in FY 1999-00 will be needed.

Section 57 of the bill allows a deduction from adjusted gross income for amounts paid by an individual for a health benefit plan. Currently individuals who obtain health insurance coverage through an employer-sponsored benefit package qualify to purchase that coverage with pre-tax dollars under the cafeteria plan provisions of the Internal Revenue Code. Pre-tax dollars means that the cost paid by the individual is excluded from the gross income of the individual.

Individuals, individual owners of sole proprietorships, partnerships, and small business corporations who do not qualify for the cafeteria plan provisions of the Internal Revenue Code are allowed to deduct 45% of the cost of their health care coverage for the 1998 through 2002 tax years.

There are approximately 165,000 of these individuals insured in Kentucky. The average monthly premium for each covered life is approximately $120 per month, or $1440 per year. The total premiums for the individually insured is approximately $240 million and approximately $130 million is not tax deductible.

This amendment would allow 100% of health insurance premiums to be deducted. The marginal effective tax rate is 5.8%. The additional deduction of the $130 million would result in a revenue loss of approximately $7.5 million.
Section 60 of HB 315/HCS appropriates ten million dollars ($10,000,000) from the General Fund in fiscal year 1997-98 to the Kentucky Guaranteed Acceptance Program.
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