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GENERAL ASSEMBLY
LEGISLATIVE RESEARCH COMMISSION

2000 REGULAR SESSION
1998-99 INTERIM

MEASURE

(X) 2000 BR No.
1159

(X)
House 
Bill No.
177/HCS

() Resolution No.


() Amendment No.


SUBJECT/TITLE
AN ACT relating to the use of information technology in the delivery of health services, and making an appropriation therefor. 

SPONSOR
Representative Steve Nunn

NOTE SUMMARY

Fiscal Analysis:
               Impact
               No Impact
   X   Indeterminable Impact

Level(s) of Impact:
         X         State
                       Local
      X         Federal

Budget Unit(s) Impact


Fund(s) Impact:
       X       General
                Road
           X    Federal


                     Restricted Agency (Type)
     Tobacco          (Other)

FISCAL SUMMARY

_____________________________________________________________________________

Fiscal Estimates
1999-2000
2000-2001
2001-2002
Future Annual

Rate of Change

Revenues (+/-)





Expenditures (+/-)

Indeterminable*

$1,180,000
Indeterminable*

$21,186,000


Net Effect

Indeterminable*
Indeterminable*


*Including an appropriation for operating cost and endowment fund.

_____________________________________________________________________________

MEASURE'S PURPOSE:  

Amends KRS 45A.605 to create the infrastructure necessary for the provision of telehealth services and provide reimbursements sources.

PROVISION/MECHANICS:  

Amends KRS 45A.605 to provide for the provision of telehealth; creates a new section of KRS Chapter 11 to create 7 member Telehealth Board to be staffed by Office of the Governor; provides for board membership; requires board to develop telehealth network with 4 training sites and 25 rural sites, to be phased in with 5 rural sites the first year and 10 sites each during the second and third years; amends KRS 205.510 to define "health professional", "other persons eligible for medical assistance", "telehealth consultation", and "third party"; creates a new section of KRS 205.510 to 205.630 to provide for Medicaid reimbursement of telehealth consultation, and requires analysis report on telehealth reimbursement; creates a new section of KRS Chapter 211 to permit Department for Public Health to develop local health department programs for telehealth; amends KRS 304.17A-005 to define "telehealth", creates a new section of KRS Chapter 304.17A to provide for health benefit plan reimbursement of telehealth consultations; amends KRS 311.550 to define "telehealth"; creates a new section of KRS 311.530 to 311.620 to require a physician who participates in telehealth to obtain informed consent of patient, requires the board to promulgate administrative regulations to prevent fraud and abuse through telehealth, to prevent fee-splitting, and to permit utilization of telehealth in medicine and continuing medical education; amends KRS 197.020 to authorize the Department of Corrections to promulgate administrative regulations to implement a program that provides for reimbursement of telehealth consultation;  creates new sections of various chapters to provide that administrative regulations on telehealth be written by boards governing dietitians and nutritionists, optometrists, chiropractors, dentists, nurses, respiratory care practitioners, psychologists, occupational therapists, ophthalmic dispensers, physical therapists, specialists in hearing instruments, speech-language pathologists and audiologists, social workers, marriage and family therapists, certified professional counselors, and fee-based pastoral counselors; appropriates $1,180,000 for fiscal year 2000-2001 and $1,286,000 for fiscal year 2001-2002, with and additional $21,000,000 in fiscal year 2001-2002 to fund the endowment out of any amounts designated to the Tobacco Settlement Agreement Fund created in KRS 248.654; provides for Medicaid provisions to take effect on July 15, 2001; provides for health benefit plan provisions to take effect for policies issued on or after July 15, 2001. 

FISCAL EXPLANATION:  

The actual fiscal impact of HB 177/HCS is indeterminable; however the following available information is provided.  HB 177/HCS appropriates funds available to the Tobacco Settlement Funds totaling $1,180,000 in FY 2000-2001 and $22,286,000 in FY 2001-2002 to provide for the provisions of this Act.

Kentucky Telecare has provided the following estimated costs of implementing HB 177/HCS (see prepared budget below).  According to Kentucky Telecare, in FY 2000-2001 the estimated costs will be $1,186,000 and in FY 2001-2002, including the endowment of $21,000,000, the cost will be $22,286,000.  In FY 2002-2003, the estimated cost is $1,186,000.

The Cabinet for Health Services estimates a cost of $15,000,000 for FY 2001-2002.  The Cabinet estimates that implementation of HB 177/HCS would result in an increase in Physician payments of between 5 and 10%.  Total estimated physician payments are estimated to be approximately $300,000,000.  Using the 5% calculation, the fiscal estimated total of $15,000,000 including $10,500,000 of Federal Funds and matching General Fund dollars of $4,500,000.  

To the extent telehealth services reduce the cost to provide medical coverage, healthcare costs may be reduced.  Medicaid spent $31,000,000 on travel expenses in Kentucky in 1996.  Reductions in travel costs through the utilization of telehealth services may reduce these travel costs.  The estimate reduction in medical costs as a result of the provisions of HB 177/HCS is indeterminable.


FY 2000-2001
FY 2001-2002

Working Group Travel
6,000
6,000

Reimbursement fund
100,000
100,000

Communication lines
110,000
310,000

Video switch
250,000
50,000

Telemedicine training center
560,000
360,000

Video equipment
100,000
400,000

Scheduling/Control
60,000
60,000

Total
$1,186,000
$1,286,000

Assumptions

Develop network with 5 rural sites, and four telehealth training centers (UK, U of L, 1 East center, 1 West center) in year 1 add 10 public health directors in working FY 2001-2002.  Reimbursement Fund, 1,000 consults per year, $50/encounter x 2 sites per encounter.  Communication line reimbursement @ $10,000/year for 41 lines (2 lines at UK, 2 lines at U of L, one line at each of 37 other sites).  Each line is capable of 2,768 K connections.  Video Switch shall be centrally located, purchased in FY 2000-2001, and maintained with recurring funds.  Telemedicine training centers are comprised of two employees (Director and Trainer, each making $40,000 including benefits).  $50,000 allocated for video/telemedicine equipment.  $10,000 allocated each year for travel expenses.  Video equipment shall be allocated at $20,000 per site for 5 sites in FY 2000-2001, 20 additional sites in FY 2001-2002 and 10 additional sites FY 2002-2003.  Scheduling and control of the network will require two employees, each making $30,000/yr. including benefits (these positions could be at the UK and U of L. training centers).  Endowment income is based on 5.25% per annum interest.

The annual recurring operating costs for FY 2001-2002 are estimated to be $886,000.  It is estimated these costs would be supported from the $21,000,000 endowment appropriated in HB 177/HCS.
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