LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION

May 16, 2005
TO: Honorable John T. Smithee, Chair, House Committee on Insurance
FROM: John S. O'Brien, Deputy Director, Legidative Budget Board

IN RE: SB1738 by Duncan (Relating to consumer access to health care information and consumer
protection for services provided by or through hospitals, ambulatory surgical centers, and
birthing centers; providing penalties.), As Engr ossed

Estimated Two-year Net Impact to General Revenue Related Fundsfor SB1738, As Engrossed: a
negative impact of ($243,964) through the biennium ending August 31, 2007.

The bill would make no appropriation but could provide the legal basis for an appropriation of fundsto
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year | mpact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2006 ($121,982)
2007 ($121,982)
2008 ($121,982)
2009 ($121,982)
2010 ($121,982)

All Funds, Five-Year Impact:

Probable (Cost) from ProkéaglnefF:ce):/nenue Probable (Cost) from Protéa;)ilr?fFrzglnenue
Fiscal Year GENERébNRSVENUE GENERAL REVENUE LICENOSFI)\IIISA;ALCCT HOSPITAL
FUND LICENSING ACCT
1 129
1 129

2006 ($308,203) $186,221 ($129,408) $129,408
2007 ($304,012) $182,030 ($126,495) $126,495
2008 ($304,012) $182,030 ($126,495) $126,495
2009 ($304,012) $182,030 ($126,495) $126,495
2010 ($304,012) $182,030 ($126,495) $126,495

Changein Number
Fiscal Year of State Employees

from FY 2005
2006 7.0
2007 7.0
2008 7.0
2009 7.0
2010 7.0
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Fiscal Analysis

The bill would require hospitals and certain facilities to provide consumers with a copy of the facility's
common procedure charge list. The Department of State Health Services (DSHS) would be required to
identify the 50 most common inpatient procedures and the 50 most common outpatient procedures
performed by Texas facilities and update the list every two years. Facilities would be required to
develop acharge list for each identified procedure and to make this list available to consumers. DSHS
would be required to develop and post on its website a consumer health care guide which includes all
facility lists of charges. The bill would allow consumers to file complaints with DSHS. DSHS would
be authorized to conduct investigations.

The bill would require health maintenance organizations to have procedures for handling certain
complaints from non-participating providers.

The bill would prohibit balance billing. Complaints regarding billing from facility-based physicians
may be filed with the Texas State Board of Medical Examiners.

M ethodology

The Board of Medical Examiners anticipates an increase in the number of complaints filed with the
Board and therefore the number of investigations conducted. The Board estimates that there are 7,407
facility-based physicians in Texas. The Board estimates that complaints would be made against 10
percent of these physicians each year, but that only 10 percent of these complaints, approximately 74
per year, would receive afull investigation. The Board estimates they would need 3 additional FTEs
per year to investigate these complaints. Salary costs would be $94,020 per year, with benefit costs of
$27,962 per year.

The Department of State Health Services anticipates that four new FTEs will be needed to revise rules,
identify the list of the 100 most common procedures performed by facilities and update the list every
two years and develop and publish the consumer guide on the agency website. In addition, the agency
indicates staff would be needed to assume responsibilities for investigation of complaints. The agency
anticipates an increase in the number of on-site complaint investigations required by approximately
300. Moreover, the agency indicates that these investigations would need to be conducted on-site and
not through the mail, such that there will be increased travel costs. Overal costs at DSHS include
salary costs of $131,963 in 2006 and $175,951 in subsequent years, with benefit costs of $39,246 in
2006 and $52,328 in subsequent years. Travel costs would total $45,000 in 2006 and $60,000 in
subseguent years. Rent and utilities would total $9,093 in 2006 and $12,124 in subsequent years.
Other operating expenses would total $25,311 in 2006 and $5,018 in subsequent years. Computer
hardware costs would total $5,016 in 2006 and $3,104 in subsequent years. There would be a one-time
cost of $60,000 in 2006 for modification of the Hospital Facility Licensing Integrated System.

DSHS indicates that facilities would be assessed arenewal licensing fee to cover the costs of
implementing this bill. Annual revenue is estimated to be again to General Revenue of $186,221 in
2006 and $182,030 in subsequent years and a gain to the Hospital Licensing Fund of $129,408 in 2006
and $126,495 in subsequent years.

The Health and Human Services Commission, Department of Insurance, and Office of the Attorney
General all indicate that any additional work associated with the provisions of the bill could be
absorbed within existing resources.

Technology

The Department of State Health Services estimates computer hardware costs of $5,016 in 2006 and
$3,104 in subsequent years. In addition, DSHS estimates a one-time cost of $60,000 in 2006 (600
hours at $100/hour) to modify the Hospital Facility Licensing Integrated System to track ambulatory
surgical center, birthing center, and hospital procedures and their costs, which may include data
capture, notification to the facilities, and reports for web posting. Capital authority would be required
for this project.
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L ocal Government I mpact

Loca government entities that own or operate health clinics and/or hospitals would have to comply
with the provisions of the bill and may have costs associated with compliance.

Source Agencies: 302 Office of the Attorney General, 454 Department of Insurance, 503 Board of Medical
Examiners, 529 Health and Human Services Commission, 537 Department of State
Health Services, 323 Teacher Retirement System, 327 Employees Retirement System

L BB Staff: JOB, PP, SR, JRO, KF, LW
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