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AN ACT relating to health insurance.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 5 of this Act, unless the context requires otherwise:
(1)
"Eligible employee" means any permanent employee who is actively engaged on a full-time basis in the conduct of business of the employer, who has satisfied any employer waiting period requirements, and who has been given a voucher by the employer to purchase health insurance;

(2)
"Eligible individual" means an employer, eligible employee, self-employed person, unemployed person, retirees who are not eligible for Medicare, and dependents of eligible individuals;

(3)
"Employer" means any corporation, partnership, sole proprietorship, or other business entity doing business in Kentucky that provides a voucher for health insurance to its eligible employee to purchase health insurance;

(4)
"Enrollee" means an eligible individual, including a dependent of an eligible individual, who is enrolled in a health benefit plan offered through the purchasing outlet by a participating insurer;

(5)
"Participating insurer" means an insurer that contracts with a purchasing outlet to provide coverage to enrollees under a health benefit plan; and

(6)
"Purchasing outlet" means a nonrisk-bearing entity issued a certificate of registration according to Sections 1 to 5 of this Act to provide health benefits through one (1) or more unaffiliated participating insurers to one (1) or more eligible individuals within Kentucky as authorized by the commissioner. The entity shall include nonprofit corporations, for-profit corporations, trusts, partnerships, and sole proprietorships.

SECTION 2.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
No person or entity may market, sell, offer, or contract for a package of one (1) or more health benefit plans underwritten by two (2) or more insurers to two (2) or more eligible individuals within a purchasing outlet without first being registered by the commissioner according to this chapter.

(2)
The commissioner shall promulgate reasonable administrative regulations as are necessary to administer Sections 1 to 5 of this Act.

SECTION 3.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
An entity seeking to obtain a certificate of registration to act as a purchasing outlet shall complete and file with the commissioner an application designated by the commissioner. An application shall not be deemed filed until all information necessary to properly process the application has been received by the commissioner.

(2)
Upon filing, the commissioner shall make a determination concerning the application and provide notice of file determination to the applicant within one hundred eighty (180) days of the date the application is deemed filed. If approved, a copy of a certificate of registration, in a form designed by the commissioner, shall be provided to the purchasing outlet. 

(3)
The entity seeking a certificate of registration to act as a purchasing outlet shall file with the commissioner the information required by the commissioner by administrative regulation which shall include, but not be limited to, partnership agreements, articles of incorporation, bylaws, a statement of grievance procedures, a statement of enrollment procedures, a statement of payment procedures, evidence of adequate security in the handling of moneys, and a list of owners, partners, officers, and directors of the applicant and the contracted management company or third-party administrator if such are employed.

(4)
The commissioner may deny, refuse to renew, suspend, or revoke an application or existing certificate of registration on the following grounds:

(a)
Failure to comply with provisions of this chapter;

(b)
Failure to follow approved procedures or to have adequate financial controls that provide adequate security and prudence in the accounting, deposit, collection, handling, and transfer of moneys;

(c)
Failure to meet minimum standards in a financial or performance audit or examination;

(d)
Failure to comply with a lawful order of the commissioner;

(e)
Filing any necessary form with the commissioner that contains fraudulent information or omission;

(f)
Misappropriation, conversion, illegal withholding, or refusal to pay over upon demand any moneys that belong to a person or participating insurer otherwise not entitled to the purchasing outlet and that have been entrusted to the purchasing outlet in its fiduciary capacity;

(g)
Operation of the purchasing outlet that is at variance with the basic organizational documents filed according to this chapter;

(h)
Continued operation of the purchasing outlet will constitute substantial risk to members; and

(i)
Violation of any law or administrative regulation.

(5)
The purchasing outlet shall furnish an annual financial audit to the commissioner on forms and by such date as prescribed by the commissioner.
(6)
The commissioner shall require every purchasing outlet, as a condition precedent to receiving and holding a certificate of registration, to file and maintain in the commissioner's office a writing designating an agent for service of process.
SECTION 4.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A purchasing outlet shall:
(a)
Set reasonable fees to finance reasonable and necessary costs incurred in marketing, selling, servicing, and administering the purchasing outlet;
(b)
Define, market, offer, and sell to eligible individuals health benefit plans;
(c)
Provide premium collection services for health benefit plans;
(d)
Establish administrative and accounting procedures for operating the purchasing outlet;
(e)
Establish rules, conditions, and procedures for enrollees and participating insurers;
(f)
Develop standard enrollment procedures;
(g)
Receive, review, and act, as appropriate, on grievances by enrollees;
(h)
Prepare an annual report on the operations of the purchasing outlet to the commissioner;
(i)
Establish procedures for billing and collection of premiums from enrollees; and
(j)
Maintain a trust account or accounts in a Kentucky bank for deposit of all moneys received and collected for operation of the purchasing outlet.
(2)
A purchasing outlet may:

(a)
Contract with qualified third parties for any services necessary to carry out the powers and duties authorized or required by this chapter;

(b)
Employ necessary staff;

(c)
Sue or be sued; and

(d)
Contract with licensed insurance agents and brokers to market and service coverage.

SECTION 5.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Contracts between the purchasing outlet and participating insurers shall specify how all premiums will be transmitted, and penalties, and grace periods for payments.

(2)
Contracts between purchasing outlets and participating employers shall provide all of the following:

(a)
For administrative purposes, the purchasing outlet shall be the policyholder or contract holder of the health benefit plan on behalf of participating enrollees.

(b)
The participating insurer will issue a certificate of coverage, or equivalent document, specifying the essential features of the health benefit plan's coverage to each enrollee.

(c)
The following notice shall be provided to enrollees at the time of enrollment:

1.
The purchasing outlet is not an insurance company and does not pay benefits or claims. It collects and distributes premiums on behalf of the eligible individuals to insurers; and

2.
The purchasing outlet is registered with the Kentucky Department of Insurance to provide specific administrative services and may not assume any risk for claim and benefit payments.
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