
 

February 19, 2007 
 
 
 
 
The Honorable Susan Wagle, Chairperson 
Senate Committee on Health Care Strategies 
Statehouse, Room 221-E 
Topeka, Kansas  66612 
 
Dear Senator Wagle: 
 
 SUBJECT: Fiscal Note for SB 309 by Senate Committee on Public Health and 

Welfare 
 
 In accordance with KSA 75-3715a, the following fiscal note concerning SB 309 is 
respectfully submitted to your committee. 
 
 SB 309 would create within the Kansas Health Policy Authority the Kansas Health Care 
Insurance Connector to provide Kansans with greater access to and choice and portability of 
health insurance products.  KHPA will provide technical and clerical staff assistance as requested 
by the Kansas Health Care Insurance Connector.  The Insurance Connector, also known as the 
Exchange, would: 
 
1. Publicize and disseminate information on eligibility requirements and enrollment 

procedures; 
 
2. Establish and administer procedures for enrollment; 
 
3. Create a standard application form; 
 
4. Prepare and distribute certificate of eligibility forms and application forms; 
 
5. Establish and administer procedures for the election of coverage, during open enrollment 

periods and outside of qualifying events; 
 
6. Collect and transmit to participating plans all premium payments or contributions; 
 
7. Upon request, issue certificates of previous coverage in accordance with the provisions of 

HIPAA; 
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8. Establish procedures to account for all funds received and disbursed by the Exchange; 

and  
 
9. Submit to the Insurance Commissioner a yearly report of an independent audit of the 

Exchange’s records. 
 
 To carry out these duties the Insurance Connector would have the power to enter into 
contracts with vendors, social services agencies, and employers.  It could seek grant funding to 
fund operations and establish one or more enrollment service centers within the state. 
 
 The Connector would be available to any Kansas resident who does not have the 
opportunity to participate in an employer-sponsored group health insurance plan.  The individual 
may apply to participate directly, or an employer, labor union, or other organization may apply 
on behalf of their employees or members.  When the Connector determines that someone is 
eligible to participate, the individual may enroll in a participating insurance plan offered through 
the exchange.  The bill specifies that enrollment in participating insurance plans should occur 
during an open enrollment period during the month of November, but the first open enrollment 
period would occur 90 days after the exchange begins accepting applications.   
 
 The Commissioner of Insurance would have to certify that any insurance plan offered by 
the exchange: 
 
1. Is licensed to issue health insurance in Kansas; 
 
2. Does not exclude from coverage individuals determined eligible by the Connector; 
 
3. Provides major medical coverage, including hospital, surgical, ambulatory patient, 

prescription drug, and mental health benefits; and 
 
4. Has actuarially sound rates based on age, geography, and family composition. 
 
The Insurance Commissioner’s certification would not be subject to competitive bidding laws 
and would be automatically renewable after the first year.  The Connector would be prohibited 
from imposing any additional conditions or terms on participating insurance plans. 

 
 SB 309 would exempt most eligible people from preexisting condition limitations.  
Insurance plans offered through the Connector would not be able to charge additional premiums 
because of preexisting conditions if: 
 
1. The eligible person changes insurance plans during an open enrollment period; 

 
2. The participant has 18 months of creditable coverage before enrolling in the Connector; 

or 



The Honorable Susan Wagle, Chairperson 
February 19, 2007 
Page 3—Health Care Strategies 
 
 
 
3. The participant is newly eligible for the Connector as a dependent or another allowable 

triggering event. 
 
 Employers would be allowed to contract with the Connector to sponsor their employee 
health insurance.  The employer would enter into a binding agreement with the Connector to 
become the plan administrator for the employer and the Connector assumes all responsibilities as 
a plan administrator under federal law.  The Connector would offer all available health insurance 
plans to the employees.  While the Connector is the employer’s plan administrator, the employer 
would agree to maintain eligibility criteria and contribution amounts for employees and only 
change them during the Connector open enrollment period.  Employers could offer supplemental 
benefits to their employees, but they could not offer competing health insurance plans not 
included in the Connector.   
 
 Beginning with the first plan year following the establishment of the Connector, the State 
Employees Health Care Commission would contract with the Connector to sponsor an employer 
plan for all individuals eligible for health insurance under the State Employees Health Benefits 
Program (SEHBP). 
 
 If an insurance agent or membership organization enrolls eligible individuals in the 
Connector, the health insurance plan chosen by that individual must pay a commission to that 
agent or organization.  KHPA would determine the amount of the commission based on the 
premium amount.  Membership organizations would not be required to be licensed insurance 
agents in order to receive the commission. 
 
 Each employer would file annually with the Insurance Commissioner a form indicating 
the status and source of health insurance coverage for each employee and the employee’s 
dependents.  If no coverage is indicated, the employer must file the employee’s election to post a 
bond or establish an escrow account for $10,000 in lieu of insurance coverage, apply for 
coverage through the Connector, or apply for publicly financed health insurance through the 
State of Kansas.  This annual filing would apply to self-employed individuals as well.  KHPA 
would have to provide the same information for all individuals receiving benefits through 
Medicaid or the State Children’s Health Insurance Program. 
 
 SB 309 would restrict any health insurance carrier from issuing or renewing an individual 
health insurance plan after the first day of the plan year offered through the Connector.  The 
same restriction would apply to health benefit plans offered to employers with 50 or fewer 
employees.  Carriers could offer individual or small group insurance products through the 
Connector only once it begins operations. 
 
 On or after January 1, 2009, residents of Kansas who are over age 18 and not yet age 65 
would be required to offer proof of their ability to pay for medical care for themselves and their 
dependents.  Individuals could demonstrate compliance with this requirement by demonstrating 
coverage with a health benefit plan or proof of financial security by presenting a $10,000 bond or 
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establishing a $10,000 escrow account with KHPA.  If an individual cannot demonstrate proof of 
ability to pay for health care, KHPA would create an escrow account and capture any tax refund 
or attach the wages of that individual, until the $10,000 amount is met.   The funds in that 
account would be used by KHPA to pay medical claims for health care services while the person 
was not insured or did not prove the ability to pay for medical care.  
 
 The Kansas Insurance Department states that the extensive administrative responsibilities 
outlined in SB 309 would cause a significant fiscal effect.  However, the Department cannot 
estimate how many additional FTE positions or the level of additional funding that would be 
necessary to comply with the bill. 
 
 The Kansas Health Policy Authority estimates that it would need 4.00 additional FTE 
positions and $210,000 for salaries and operating expenditures associated with those positions.  
The Authority also assumes that it would contract for a clearinghouse, similar to that used for 
HealthWave, to process applications.  Based on an estimate of 500,000 applicants and 200,000 
contracts, the clearinghouse cost is estimated at $1.15 million per month.  The first plan year 
would begin in January 2008.  Assuming a one-month implementation period, the total 
clearinghouse estimate for FY 2008 would be $5,750,000. 
 
 The Authority also estimates a need for $100,000 for design work and for supplies of 
applications and plan choice materials.  Therefore, the total estimate for FY 2008 is $6.06 
million.  The bill states that these operational costs for the Connector could be financed through 
user fees.  The Authority estimates a total fiscal effect for FY 2009 of $14.61 million.  This 
estimate includes the $210,000 for position expenditures, the $1.15 million per month for the 
clearinghouse, and the $100,000 for applications and plan choice materials.  Additionally, the 
Authority estimates expenditures of $500,000 for marketing and outreach activities. 
 
 
 
 Sincerely, 
 
 
 
 Duane A. Goossen 
 Director of the Budget 
 
 
 
 
 
cc: Scott Brunner, Health Policy Authority 
 John Campbell, Insurance Department 
 


