Fiscal Note & Local Impact Statement
123 rd General Assembly of Ohio

BILL: Am. Sub. H.B. 221 DATE: January 4, 2000

STATUS:  AsPassed by the House SPONSOR: Rep.Van Vyven

LOCAL IMPACT STATEMENT REQUIRED: No— Nolocal cost

CONTENTS: Requires L SC to prepare a mandated benefitsreport for each bill that receives second

consideration; createsthe Ohio M andated Benefits Council

State Fiscal Highlights

STATE FUND FY 2000 FY 2001 FUTURE YEARS
General Revenue Fund
Revenues -0- -0- -0-
Expenditures Potential minima increase Potentid minimd Potentid minimd
increase increase*
Fund 554 (SSR)
Revenues -0- -0- -0-
Expenditures $128,000 to $166,400 $128,000 to $166,400 $128,000 to $166,400
increase plus minimd increase plus minima increase increase plus minimd
increase increase*

Note: The state fiscal year isJuly 1 through June 30. For example, FY 2000 is July 1, 1999 — June 30, 2000.
* The provisions of the bill are sunset on December 31, 2003.

The hill requires the Legidative Service Commisson (LSC) to prepare a statement identifying mandated hedth
benefit provisons on each hill that has recelved second consideration or for which an amendment or a subgtitute bill
is adopted. LSC estimatesthat it will be able to asorb the additiona workload utilizing existing Seff.

The hill requires the Department of Insurance to contract with a heathcare actuary to perform independent review
of mandated benefits identified by LSC. LBO egstimates that the actuary under contract with the Department of
Insurance would review approximately 20 to 26 mandated hedlth benefit bills every biennium (10 to 13 hills per
year). Assuming a cost of $12,800 per bill to be reviewed, the Department of Insurance would incur a cost of
$128,000 to $166,400 per year. The Department of Insurance would incur additiona costs to those just stated if
the Mandated Benefits Council chooses to request actuarid review of existing Revised Code sections. All such
costs for the Department of Insurance would be paid out of Fund 554 (State Specia Revenue Fund Group).

The bill dso requires the Superintendent of Insurance to provide staff services to the Council. These additiona costs
would be minimal. Costs for the Department of Insurance would be paid out of Fund 554 (State Special Revenue
Fund Group).

The bill creates the Mandated Benefits Review Council. Members of the Council may be reimbursed for necessary
expenses such as mileage, parking, and meals. Legidative members and members gppointed by the President of the
Senate or the Spesker of the House of Representatives could be reimbursed by the appropriate house of the
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Generd Assembly. It is unclear who might reimburse the members appointed by the Governor. However, dl such
reimbursement costs would be minimdl.

Local Fiscal Highlights

The bill has no gpparent fisca effect upon the loca governments.

Detailed Fiscal Analysis
L egidative Service Commission

The hill requires LSC to review each bill that has received second consideration to determineif
it contains a mandated benefit. In addition, LSC must review each bill for which an amendment or a
subdtitute bill is adopted to determine if the amendment or subtitute bill contains a mandated benefit.
Additiondly, a chairperson may request that LSC review any hill that was assigned to the chairperson’s
committee prior to the effective date of this hill. The chairperson may aso request that LSC review any
ubgtitute version or amendments adopted for such hills.

If LSC determines that the bill that has received second consideration, the amendment, or the
substitute bill does contain a mandated benefit, they are required to prepare and distribute a statement
or revised statement to the chairperson of the committee to which the hill is assigned, to the Ohio
Mandated Benefits Review Council, and to the Superintendent of Insurance. LSC estimates that it will
be able to absorb the additiona workload utilizing existing staff.

Mandated Health Benefits Review Council

The hill establishes the Mandated Hedlth Benefits Review Council. The Council will consst of
15 members, sx of whom will be voting members (i.e, the Six legidative members). However, if the
voting members cast atie vote, the additional council members are required to vote to bresk the tie. In
which case, the mgority vote of the additional council members would count as a Single vote on whether
to approve the action.

The Council is to meet as prescribed by rules adopted by the Council. The bill provides that
members of the Council are to serve without compensation, but may be reimbursed for actud and
necessary expenses incurred in the performance of their duties. Therefore, they could be reimbursed for
mileage, parking, medls, and lodging. The appropriate house of the Genera Assembly would reimburse
legidators and members gppointed by the President of the Senate or the Speaker of the House of
Representatives. It is unclear who would reimburse the members appointed by the Governor. However,
al such reimbursement costs would be minimal.

The hill requires the Superintendent of Insurance to arrange for an independent actuarid review
of the mandated benefits in accordance with the provisons of this bill. After the Council receives the
findings of the actuarid review from the Superintendent of Insurance, the Council must hold a public
hearing. The Council then has no more than 30 days following receipt of the finding of the actuarid
review to submit its findings to the chairperson of the committee to which the bill is assigned.
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The hill dso alows the Council to review, from time to time, the provisions of the Revised Code
that include mandated benefits and request the Superintendent of Insurance to arange for an
independent hedthcare actuarid review. The Council is to forward its findings regarding such mandated
benefits to the President of the Senate, Speaker of the House of Representatives, and the chairpersons
of the committees of the Generd Assembly that have primary jurisdiction over hedth insurance.

The bill dso requires the Coundil to prepare and submit an annud summary of al the findings
with respect to proposed and existing mandated hedlth benefits to the Governor, Speaker of the House
of Representatives, and the President of the Senate.

Superintendent of Insurance

The bill requires the Department of Insurance to contract with a hedthcare actuary to
perform an independent review to determine the socid and financia impact of the proposed mandated
bendfits in each bill referred to it by the Council. The bill dso establishes minimum requirements
regarding what the actuary is to condgder when reviewing the bill. Within 45 days of recelving the
request, the Superintendent of Insurance is required to submit the findings of the review to the Council.

The Depatment of Insurance did not have an estimate regarding the cost of hedthcare
actuarid services. However, LBO contacted the Ohio Retirement Study Council, which contracts with
an actuary to review proposed legidation that impacts the date retirement systems. According to a
spokesperson for the Council, they spent $64,000 ($70 to $285 per hour) in just over a year to have
five bills reviewed by an actuary under contract ($12,800 per hill anayzed). Over a four-year period,
the Council spent between $29,000 and $134,000 per year for such actuaria costs.

The 119", 120", 121%, and 122™ Generd Assemblies introduced 24, 16, 23, and 28 hills,
repectively, which may have contained provisons for mandated hedth benefits. Therefore, LBO
estimates that the actuary on contract with the Department of Insurance would review approximately 20
to 26 mandated health benéfit bills every biennium (10 to 13 bills per year). Assuming a cost of $12,800
per bill to be reviewed, the Department of Insurance would incur a cost of $128,000 to $166,400 per
year.

In a separate provison, the hill requires the Superintendent of Insurance to provide any
necessary daff sarvices to the Council. This could include the cost of providing the written
recommendations from the Council to the Generd Assembly and the annud summary of Coundcil
recommendations, required by the hill. These additiona costs would be minima. Costs for the
Department of Insurance would be paid out of Fund 554 (State Specid Revenue Fund Group).

Sunset Provision

The requirements contained in the bill are sunset on December 31, 2003.

Q LBO staff: Chuck Phillips, Principal Analyst
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