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AN ACT relating to health insurance and declaring an emergency.

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

SECTION 1.   A NEW SECTION OF KRS 304.17A-100 TO 304.17A-160 IS CREATED TO READ AS FOLLOWS:

(1)
No later than ninety (90) days after the effective date of this Act, a health insurer shall, as a condition of issuing health benefit plans in this Commonwealth, offer individual health insurance coverage as health benefit plans in the individual market. A health insurer shall be deemed to have satisfied its obligation to provide individual health insurance plans by paying an assessment under subsection (3) of this section.
(2)
The commissioner shall have the authority to assess health insurers their proportionate share of individual market losses and administrative expenses under the provisions of subsection (3) of this section, and make advance interim assessments as may be reasonable and necessary for organizational and reasonable operating expenses and estimated losses. An interim assessment shall be credited as an offset against any regular assessment that is due following the close of the fiscal year.

(3)
The commissioner shall, by administrative regulations promulgated under KRS Chapter 13A, establish procedures for the equitable sharing of program losses in the individual market among all health insurers in accordance with their total market share as follows:

(a)
For purposes of this subsection, nongroup persons include individually insured persons, persons having individual health insurance coverage, federally defined eligible individuals, Medicare cost and risk lives, and Medicaid recipients, except that in determining whether the health insurer meets the minimum number of nongroup persons in paragraph (f) of this subsection, the number of Medicaid recipients and Medicare cost and risk lives shall not exceed fifty percent (50%) of the health insurer's minimum number of nongroup persons.

(b)
By September 1, 1998, and following the close of the calendar year thereafter, on a date established by the commissioner and pursuant to administrative regulations promulgated under KRS Chapter 13A:

1.
A health insurer issuing health benefit plans in this state shall file with the commissioner its net earned premium for the preceding calendar year; and

2.
A health insurer issuing individual health benefit plans in this state shall file with the commissioner the net earned premium on individual health benefits plans and the claims paid and the administrative expenses attributable to those plans. If the claims paid and reasonable administrative expenses for that calendar year exceed the net earned premium and any investment income thereon, the amount of the excess shall be the net paid loss for the carrier that shall be reimbursable under this section. Reasonable administrative expenses shall be defined by the commissioner in administrative regulations promulgated under KRS Chapter 13A.

(c)
Every health insurer shall be liable for an assessment to reimburse health insurers issuing individual health benefit plans in this Commonwealth that sustained net paid losses for the previous year, unless the health insurer has received an exemption from the commissioner under paragraph (f) of this subsection and has covered a minimum number of nongroup persons as provided for in paragraph (f) of this subsection. The assessment of each health insurer shall be in the proportion that the net earned premium of the carrier for the calendar year preceding the assessment bears to the net earned premium of all health insurers for the calendar year preceding the assessment.

(d)
A health insurer that is financially impaired may seek from the commissioner a deferment in whole or in part from any assessment issued by the commissioner. The commissioner may defer, in whole or in part, the assessment of the health insurer if, in the opinion of the commissioner, the payment of the assessment would endanger the ability of the health insurer to fulfill its contractual obligations. If an assessment against a health insurer is deferred in whole or in part, the amount by which the assessment is deferred may be assessed against the other carriers in a manner consistent with the basis for assessment set forth in this section. The health insurer receiving the deferment shall remain liable for the amount deferred.

(e)
Payment of an assessment made under this section shall be a condition of issuing health benefit plans in this state for a health insurer. Failure to pay an assessment shall be grounds for forfeiture of a health insurer's authorization to issue health benefit plans of any kind in this state, as well as any other penalties permitted by law.

(f)
1.
Notwithstanding the provisions of this section to the contrary, a health insurer may apply to the commissioner, by a date established by the commissioner in administrative regulations promulgated under KRS Chapter 13A, for an exemption from the assessment and reimbursement for losses provided for in this section. A health insurer that applies for an exemption shall agree to cover a minimum number of nongroup persons. 

2.
Notwithstanding the provisions of subparagraph 1. of this paragraph to the contrary, a health maintenance organization qualified under 42 U.S.C. sec. 300e et seq. and tax exempt under 26 U.S.C. sec. 501(c)(3) may include up to one-third (1/3) Medicaid recipients in determining whether it meets the minimum number of nongroup persons.
3.
The minimum number of nongroup persons required to be covered, as determined by the commissioner, shall equal the total number of individually insured persons, including Medicare cost and risk lives and enrolled Medicaid lives, of all health insurers in this state subject to the provisions of this subtitle as of the end of the calendar year, multiplied by the proportion that the carrier's net earned premium bears to the net earned premium of all carriers for that calendar year, including those health insurers that are exempt from assessment.
4.


Within ninety (90) days after the effective date of this Act, and on or before September 1 of every year thereafter, a health insurer seeking an exemption under this subsection shall file with the commissioner a statement of its net earned premium for the preceding calendar year. The commissioner shall determine each carrier's minimum number of nongroup persons under this subsection.
5.
On or before September 1 of every year, a health insurer that was granted an exemption for the preceding calendar year shall file with the commissioner the number of nongroup persons, by category, covered as of December 31 of the preceding calendar year. To the extent that the health insurer has failed to enroll the minimum number of nongroup persons established, the health insurer shall be assessed by the commissioner on a pro rata basis for any differential between the minimum number established by the commissioner and the actual number enrolled or insured by the health insurer.
6.
A health insurer that applies for the exemption shall be deemed to be in compliance with the requirements of this section if:
a.
By the end of calendar year 1998, it has covered at least forty percent (40%) of the minimum number of nongroup persons required;
b.
By the end of calendar year 1999, it has covered at least seventy-five percent (75%) of the minimum number of nongroup persons required; and 
c.
By the end of calendar year 2000, it has covered at least one hundred percent (100%) of the minimum number of nongroup persons required.
7.
A health insurer that writes both managed care and indemnity business that is granted an exemption under this subsection may satisfy its obligation to cover a minimum number of nongroup persons by issuing either managed care or indemnity business, or both.

Section 2.   KRS 304.17A-010 is amended to read as follows:

As used in KRS 304.17A-010 to 304.17A-070:

(1)
"Accountable health plan" means an organization that integrates health care providers and facilities and assumes financial risk, in order to provide health care services to alliance members, and is certified by the alliance pursuant to KRS 304.17A-070. The term includes any self-insured plan that shall be provided solely to state employees and their dependents by the state employee benefit fund established under KRS 18A.2281.

(2)
"Alliance" means the Kentucky Health Purchasing Alliance created by KRS 304.17A-020.

(3)
"Alliance member" means both mandatory and voluntary alliance members.

(4)
"Antitrust laws" means federal and state laws intended to protect commerce from unlawful restraints, monopolies, and unfair business practices.

(5)
"Commissioner" means the commissioner of the Kentucky Department of Insurance.

(6)
"Business health coalition" means a group of employers organized to share information about health services and insurance coverage, to enable the employers to obtain more cost-effective care for their employees.

(7)
"Health purchasing alliance" means an agency attached for administrative purposes to the department but which operates independently of the department and that provides member purchasing services and detailed information to its members on comparative prices, usage, outcomes, quality, and enrollee satisfaction with accountable health plans and which was previously certified by the Kentucky Health Policy Board.

(8)
"Consumer" means an individual user of health care services.

(9)
"Department" means the Kentucky Department of Insurance.

(10)
"Grievance procedure" means an established set of rules that specify a process for appeal of an organizational decision.

(11)
"Health care provider" or "provider" means any facility or service required to be licensed pursuant to KRS Chapter 216B, pharmacist as defined pursuant to KRS Chapter 315, and any of the following independent practicing practitioners:

(a)
Physicians, osteopaths, and podiatrists licensed pursuant to KRS Chapter 311;

(b)
Chiropractors licensed pursuant to KRS Chapter 312;

(c)
Dentists licensed pursuant to KRS Chapter 313;

(d)
Optometrists licensed pursuant to KRS Chapter 320;

(e)
Physician assistants regulated pursuant to KRS Chapter 311;

(f)
Nurse practitioners licensed pursuant to KRS Chapter 314; and

(g)
Other health care practitioners as determined by the department by administrative regulations promulgated pursuant to KRS Chapter 13A.

(12)
"Health insurer" or "insurer" means any insurance company; health maintenance organization; self-insurer or multiple employer welfare arrangement not exempt from state regulation by ERISA; a provider-sponsored integrated health delivery network which complies with financial and other criteria established by the department to protect against financial insolvency and to assure capability of providing required services or nonprofit hospital, medical-surgical, dental, or health service corporation authorized to transact health insurance business in Kentucky.

(13)
(a)
"Health benefit plan" means any hospital or medical expense policy or certificate; nonprofit hospital, medical-surgical, and health service corporation contract or certificate; a self-insured plan or a plan provided by a multiple employer welfare arrangement, to the extent permitted by ERISA; or health maintenance organization contract; or standard and supplemental health benefit plan which affects the rights of a Kentucky insured and bears a reasonable relation to Kentucky, whether delivered or issued for delivery in Kentucky, and does include a short-term and catastrophic health insurance policy, or a policy that pays on a cost-incurred basis, except as otherwise exempted in this definition.

(b)
"Health benefit plan" does not include policies covering one (1) or more, or any combination of the following: coverage only for accident, or disability income insurance, or any combination thereof; credit-only insurance;[credit, dental, disability income, fixed indemnity, long-term care, Medicare supplement, specified disease, vision care,] coverage issued as a supplement to liability insurance;[,] insurance arising out of a workers' compensation or similar law;[,] automobile medical-payment insurance;[,] insurance under which benefits are payable with or without regard to fault and which is statutorily required to be contained in any liability insurance policy or equivalent self-insurance; or coverage for on-site medical clinics[, or student health insurance offered by a Kentucky-licensed insurer under written contract with a university or college whose students it proposes to insure, and, upon approval by the department, individual limited guaranteed renewable hospital or medical expense policies whose provisions and terms may not be changed by the insurer, which were issued prior to January 1, 1994, and conversion policies for group health policies existing on January 1, 1994, if the department determines that the individual limited guaranteed renewable expense policies and conversion policies provide benefits that are less than the benefits provided by the basic health benefit plan as defined by the department].

(c)
"Health benefit plan" does not include the following benefits if they are provided under a separate policy, certificate, or contract of insurance or are otherwise not an integral part of the plan: limited scope dental or vision benefits; or benefits for long-term care, nursing home care, home health care, community-based care, or any combination thereof.
(d)
"Health benefit plan" does not include the following benefits if the benefits are provided under a separate policy, certificate, or contract of insurance, if there is no coordination between the provision of the benefits and any exclusion of benefits under any group health plan maintained by the same plan sponsor, and if these benefits are paid with respect to an event without regard to whether benefits are provided with respect to that event under any group health plan maintained by the same plan sponsor:  coverage only for a specified disease or illness; and hospital indemnity or other fixed indemnity insurance.
(e)
"Health benefit plan" does not include the following if it is offered as a separate policy, certificate, or contract of insurance: Medicare supplemental health insurance as defined under section 1882(g)(1) of the Social Security Act; coverage supplemental to the coverage provided under 10 U.S.C. sec. 55 (Civilian Health and Medical Program of the Uniformed Services (CHAMPUS); and similar supplemental coverage provided to coverage under a group health plan.
(14)
"Health status" means an assessment of an individual's medical condition, including mental and physical illnesses, claims experience, receipt of health care, and medical history[condition].

(15)
"Managed care" means systems or techniques generally used by third-party payors or their agents to affect access to and control payment for health care services. Managed care techniques may include one (1) or more of the following:

(a)
Prior, concurrent, and retrospective review of the medical necessity and appropriateness of services or site of services;

(b)
Contracts with selected health care providers;

(c)
Financial incentives or disincentives related to the use of specified providers, services, or service sites;

(d)
Controlled access to and coordination of services by a case manager; and

(e)
Payor efforts to identify treatment alternatives and modify benefit restrictions for high cost patient care.

(16)
"Managed competition" means a process by which purchasers participate in alliances to obtain information on health benefit plans, and purchase from, competing accountable health plans.

(17)
(a)
"Mandatory alliance member" means:

1.
Any person for whom the Commonwealth provides health insurance pursuant to KRS 18A.225 to 18A.229;

2.
Elected and salaried employees of local school districts;

3.
Employees of local and district health departments;

4.
Justices, judges, clerks, deputy clerks, and all other employees of the Judicial Department; and

5.
Recipients under the Kentucky Medical Assistance Program under KRS Chapter 205, to the extent the basic benefit package offered by the alliance covers those mandatory Medicaid services required to be offered by federal law if the following conditions are met:

a.
The Cabinet for Human Resources determines enrolling Medicaid recipients in the alliance to be practicable; and

b.
Necessary waivers are obtained by the Cabinet for Human Resources from the Federal Health Care Financing Administration to permit enrolling Medicaid recipients in the alliance.

(b)
With respect to subparagraphs 2. to 4. of paragraph (a) of this subsection, "mandatory alliance member" means only those positions or offices for which health care coverage is provided on July 15, 1994 or for which health care coverage is extended after July 15, 1994, and nothing in this subsection shall be construed to mandate provision of health care coverage for positions and offices within the scope of those subparagraphs if that coverage was not in effect on July 15, 1994.

(c)
With respect to those persons listed in subparagraphs 2. to 4. of paragraph (a) of this subsection, alliance membership shall be mandatory effective January 1, 1996, except those persons covered under a health insurance contract in effect as of April 1, 1994, and which is still in effect as of January 1, 1996, shall not be required to be a member of the alliance until the termination date of the contract.

(18)
"Medical outcomes" means a change in an individual's health status after the provision of health services.

(19)
"Provider network" means an affiliated group of varied health care providers that is established to provide a continuum of health care services to individuals.

(20)
"Purchaser" means an individual, an organization, or the Commonwealth that makes health benefit purchasing decisions on behalf of a group of individuals.

(21)
"Self-funded plan" means a group health insurance plan in which the sponsoring organization assumes the financial risk of paying for all covered services provided to its enrollees.

(22)
"Utilization management" means programs designed to control the overutilization of health services by reviewing their appropriateness relative to established standards or norms.

(23)
"Voluntary alliance member" means:

(a)
An employer with fifty (50) employees or less who voluntarily chooses to participate in a health purchasing alliance except that any employer who provides health plan benefits for one employee shall provide health plan benefits for all employees, including part-time employees; or

(b)
An individual who voluntarily chooses to participate in a health purchasing alliance; or

(c)
An affiliated group or association consisting of fifty (50) individuals or less who voluntarily choose to participate in the health purchasing alliance as a group; or

(d)
Employees of state institutions of higher education; or

(e)
Elected and salaried employees of cities, counties, urban-counties, charter counties, or special districts excluding school districts.

Section 3.   KRS 304.17A-070 is amended to read as follows:

(1)
An accountable health plan may be created by health care providers, or health maintenance organizations, or health insurers,[ or a state employee benefit fund established under KRS 18A.2281,] for the purpose of providing health care services to alliance members.

(2)
Each accountable health plan that seeks to offer services to members of the alliance shall first be certified by the alliance. The alliance shall adopt administrative regulations pursuant to KRS Chapter 13A, in consultation with the department, for certification of accountable health plans. To qualify as an accountable health plan, an applicant shall submit information acceptable to the alliance to satisfactorily demonstrate that the plan:

(a)
Is licensed and in good standing with the licensure boards for participating providers;

(b)
Has demonstrated the capacity to administer the health plans it is offering;

(c)
Has the ability, experience, and structure to arrange for the appropriate level and type of health care services;

(d)
Has the ability, policies, and procedures to conduct utilization management activities;

(e)
Has the ability to achieve, monitor, and evaluate the quality and cost effectiveness of care provided by its provider network;

(f)
Is financially solvent;

(g)
Has the ability to assure enrollees adequate access to providers, including geographic availability and adequate numbers and types;

(h)
Has the ability and procedures to monitor access to its provider network;

(i)
Has a satisfactory grievance procedure and the ability to respond to enrollee's inquires and complaints;

(j)
Has the ability to recruit and retain health care providers in medically-underserved areas;

(k)
Does not limit the participation of any health care provider in its provider network in another accountable health plan;

(l)
Has the ability and policies that allow patients to receive care in the most appropriate, least restrictive setting;

(m)
Does not discriminate in enrolling members;

(n)
Participates in coordination of benefits;

(o)
Uses standardized electronic claims and billing processes and formats;

(p)
Discloses to the alliance reimbursement arrangements with providers; and

(q)
Assures that all services covered by the accountable health plan are available to all persons enrolled in the plan within thirty (30) miles of each person's place of residence, to the extent those services are available within that area, and assures that all services not available therein shall be offered at sites as proximate to the enrollee as possible.

(3)
The alliance shall establish a certification fee to be paid by each accountable health plan to cover the cost in performing the certification review.

(4)
An accountable health plan shall require all providers participating in the plan to report to the department specified data which can be used in determining medical outcomes in accordance with standards approved by the department and shall comply with all provisions of this subtitle.

(5)
A provider may participate in more than one (1) accountable health plan except for providers who are employed by a health maintenance organization or are employed full-time by a provider network and receive a salary.

(6)
The self-insured plan provided by the state employee benefit fund established under KRS 18A.2281, which was previously certified as an accountable health plan, shall cease to be offered by the alliance as an accountable health plan to any persons other than state employees and their dependents when the commissioner determines that the alliance is able to offer at least two (2) other health insurance options to alliance members currently covered under the state employee benefit fund[Notwithstanding any provisions of this section to the contrary, any self-insured plan provided by the state employee benefit fund established under KRS 18A.2281 shall be certified as an accountable health plan under this section as long as it operates in compliance with the provisions of KRS 18A.2281 to 18A.2286].

Section 4.   KRS 304.17A-080 is amended to read as follows:

(1)
There is hereby created and established a Health Insurance Advisory Council whose duty shall be to review and discuss with the commissioner any issues which impact the provision of health insurance in the state. The advisory council shall consist of seven (7) members: the commissioner plus six (6) persons appointed by the Governor with the advice of the commissioner to serve two (2) year terms. The commissioner shall serve as chair of the advisory council.

(2)
The six (6) persons appointed by the Governor with the advice of the commissioner shall be:

(a)
Two (2) representatives of insurers currently offering health benefit plans in the state;

(b)
Two (2) practicing health care providers; and

(c)
Two (2) representatives of purchasers of health benefit plans.

(3)
At least quarterly, but not more often than six (6) times per year, the commissioner shall convene a meeting of the Health Insurance Advisory Council to review and discuss any of the following:

(a)
The design of and modifications to the standard health benefit plans pursuant to KRS 304.17A-160, based upon an evaluation of the most popular health benefit plans being sold in the Commonwealth;

(b)
The rate-filing process for all health benefit plans;

(c)
The definition of high-risk conditions;

(d)
The administrative regulations concerning this subtitle to be promulgated by the department; and

(e)
Other issues at the request of the commissioner.

(4)
The advisory council shall be a budgetary unit of the department which shall pay all of the advisory council's necessary operating expenses and shall furnish all office space, personnel, equipment, supplies, and technical or administrative services required by the advisory council in the performance of the functions established in this section.

(5)
The Health Insurance Advisory Council created pursuant to this section may at any time review the standard health benefit plans and supplemental plans in effect on July 15, 1996, and may recommend to the commissioner changes to or replacements for any or all of those plans. The council may recommend additional standard health benefit plans and supplemental plans. The commissioner shall review the proposed plan, make whatever changes the commissioner deems necessary, and give final approval within thirty (30) days of receipt of the council's recommendation. The standard health benefit plans and supplemental plans shall become available for filing upon final approval of the commissioner.

Section 5.   KRS 304.17A-095 is amended to read as follows:

(1)
Notwithstanding any other provisions of this chapter to the contrary, each insurer that issues, delivers, or renews any health benefit plan shall, before use thereof, file with the commissioner and the Attorney General its rates, fees, dues, and other charges paid by insureds, members, enrollees, or subscribers and shall comply with the provisions of this section. The insurer shall adhere to its rates, fees, dues, and other charges as filed with the commissioner. The insurer may submit new filings from time to time as it deems proper, except as provided in subsection (5) of this section.

(2)
(a)
Each filing under this section shall be on file for a waiting period of thirty (30) days before it becomes effective. The period may be extended by the commissioner for an additional period not to exceed thirty (30) days if the commissioner gives notice within the waiting period to the insurer that it needs the additional time for consideration of the filing. At the end of the thirty (30) day period, or any additional period if extended by the commissioner pursuant to this subsection, the filing shall be deemed approved unless prior thereto it has been disapproved by order of the commissioner or the commissioner has directed that a hearing be held.

(b)
The commissioner may hold a hearing, without request by others, within thirty (30) days after receiving a filing under this subtitle, or during an additional thirty (30) day period, and shall issue an order approving or disapproving the filing within thirty (30) days following the conclusion of the hearing.

[(c)
If the filing contains an average premium rate increase which will result in a percentage increase over the insurer's average existing rates that is greater than the percentage change in the medical care consumer price index for all urban consumers for the South region as published by the federal Bureau of Labor Statistics, plus three percent (3%), since the last filing of the insurer for any of the same policies or contracts, the commissioner shall hold a hearing, without request by others, within thirty (30) days after receiving a filing under this subtitle, or during an additional thirty (30) day period, and shall issue an order approving or disapproving the filing within thirty (30) days following the conclusion of the hearing.]

(3)
In approving or disapproving a filing under this section, the commissioner shall consider:

(a)
Whether the benefits provided are reasonable in relation to the premium or fee charged;

(b)
Whether the fees paid to providers for the covered services are reasonable in relation to the premium or fee charged;

(c)
Previous premium rates or fees for the policies or contracts to which the filing applies;

(d)
The effect of the rate or rate increase on policyholders, enrollees, and subscribers;

(e)
Whether the rates, fees, dues, or other charges are excessive, inadequate, or unfairly discriminatory;[ and]
(f)
The ability of the insurer to remain solvent;

(g)
The impact of the requested rate upon competition; and

(h)
Other factors as deemed relevant by the commissioner.

(4)
Not less than ten (10) days in advance of a hearing held under this section, the commissioner shall notify the Attorney General in writing of the hearing. The Attorney General shall participate as a health insurance consumer intervenor and be considered a party to the hearing.

(5)
No insurer receiving the commissioner's approval of a filing under this section shall submit a new filing containing a rate or fee increase for any of the same policies or contracts until at least six (6)[twelve (12)] months have elapsed following the effective date of the approved increase, and the rate given to a policyholder or contract holder of a health benefit plan upon enrollment or renewal shall not be increased for the following twelve (12) months.

(6)
At any time the commissioner, after a public hearing for which at least thirty (30) days' notice has been given, may withdraw approval of rates or fees previously approved under this section and may order an appropriate refund to policyholders, enrollees, and subscribers if the commissioner determines that the benefits are no longer reasonable in relation to the premiums or fees charged.

(7)
The commissioner may by administrative regulation prescribe any additional information it deems relevant to be included in the filings and the form of the filings required by this section.

(8)
The department shall prescribe, by administrative regulations promulgated under KRS Chapter 13A, consumer-oriented rate filing information to be filed with the department.  This information shall include:

(a)
The actual number of policyholders affected by the rate;
(b)
The total premium collected by the insurer under the policy and the additional amount the insurer expects to receive under the current rate filing;
(c)
The total expenditures by the insurer for covered services and increases or decreases per member per month;
(d)
The average monthly premium charged under the policy and average rate increase or decrease which would be experienced by a policyholder under a rate filing;
(e)
Information as to the reasons for the increase or decrease in rates as a result of costs to the insurer; and
(f)
The total projected profit to be earned or loss to be incurred as a result of the rate filing[Because of the duties of the commissioner imposed under KRS 304.17A-090, the commissioner may, between July 15, 1996, and December 31, 1996, in addition to the thirty (30) day extension allowed under subsection (2) of this section, further extend the waiting period and the time for holding a hearing up to two (2) additional thirty (30) day periods upon thirty (30) days' written notice to the insurer of each extension that the additional periods are necessary due to proper fulfillment of the commissioner's duties under KRS 304.17A-090].

(9)
All rate filing information filed with the department and the Attorney General shall be considered a public record under KRS 61.870 to 61.884.

Section 6.   KRS 304.17A-100 is amended to read as follows:

As used in KRS 304.17A-100 to 304.17A-160[ and KRS 304.18-023], unless the context requires otherwise:

(1)
"Church plan" means a church plan as defined in 29 U.S.C. sec. 1002(33).

(2)
"Department" or "commissioner" means the commissioner of the Kentucky Department of Insurance.

(3)[(2)]
"ERISA" means the Employee Retirement Income Security Act of 1974, 29 U.S.C. sec. 1001 et seq., as amended.

(4)[(3)]
"Federally defined eligible individual" means an individual:

(a)
For whom, as of the date on which the individual seeks individual health insurance coverage, the aggregate of the periods of creditable coverage, as set forth in KRS 304.17A-110(2)(b), is eighteen (18) or more months;
(b)
Whose most recent prior creditable coverage was under a group health plan, governmental plan, or church plan, or any health insurance coverage offered in connection with any of these plans;
(c)
Who is not eligible for coverage under a group health insurance plan, Part A or Part B of Title XVIII of the Social Security Act (42 U.S.C. sec. 1395j et seq.), or a state plan under Title XIX of the Social Security Act (42 U.S.C. sec. 1396 et seq.), or any successor program, and who does not have other health insurance coverage;
(d)
With respect to whom the most recent coverage within the period of aggregate creditable coverage was not terminated based on a factor relating to that individual's nonpayment of premiums or fraud; and
(e)
Who, if offered the option of COBRA or state continuation coverage under KRS 304.18-110, elected and exhausted that coverage.
(5)
"Governmental plan" means a governmental plan as defined in 29 U.S.C. sec. 1002(32) and any governmental plan established or maintained for its employees by the United States government or by any agency or instrumentality of that government.

(6)
"Group health insurance coverage" means a health benefit plan offered as an employee welfare benefit plan as defined in 29 U.S.C. sec. 1002(1), 42 U.S.C. sec. 300gg-91(a), or as group health insurance under KRS 304.18-020.

(7)
"Guaranteed-issue basis" means that no applicant for insurance can be turned down except for nonpayment of premiums.

(8)[(4)]
(a)
"Health benefit plan" means any hospital or medical expense policy or certificate; nonprofit hospital, medical-surgical, and health service corporation contract or certificate; a health benefit plan offered by a provider-sponsored integrated health delivery network; a self-insured plan or a plan provided by a multiple employer welfare arrangement, to the extent permitted by ERISA; health maintenance organization contract;[ and] standard and supplemental health benefit plan as established in KRS 304.17A-160; and does include a short-term and catastrophic health insurance policy, or a policy that pays on a cost-incurred basis, except as otherwise exempted in this definition. "Health benefit plan" means a health benefit plan that affects the rights of a Kentucky insured and bears a reasonable relation to Kentucky, whether delivered or issued for delivery in Kentucky.

(b)
"Health benefit plan" does not include policies covering one or more, or any combination of the following: coverage only for accident or disability income insurance, or any combination thereof; credit-only insurance;[, credit, dental, disability income, fixed indemnity, long-term care, Medicare supplement, specified disease, vision care,] coverage issued as a supplement to liability insurance;[,] insurance arising out of a workers' compensation or similar law;[,] automobile medical-payment insurance;[, or] insurance under which benefits are payable with or without regard to fault and which is statutorily required to be contained in any liability insurance policy or equivalent self-insurance;[,] or coverage for on-site medical clinics[student health insurance offered by a Kentucky-licensed insurer under written contract with a university or college whose students it proposes to insure, and, upon approval by the department, individual limited guaranteed renewable hospital or medical expense policies whose provisions and terms may not be changed by the insurer, which were issued prior to January 1, 1994, and conversion policies for group health policies existing on January 1, 1994, if the department determines that the individual limited guaranteed renewable expense policies and conversion policies provide benefits that are less than the benefits provided by the basic health benefit plan as defined by the department pursuant to KRS 304.17A-160].

(c)
"Health benefit plan" does not include the following benefits if they are provided under a separate policy, certificate, or contract of insurance or are otherwise not an integral part of the plan: limited scope dental or vision benefits; or benefits for long-term care, nursing home care, home health care, community-based care, or any combination thereof.
(d)
"Health benefit plan" does not include the following benefits if the benefits are provided under a separate policy, certificate, or contract of insurance, if there is no coordination between the provision of the benefits and any exclusion of benefits under any group health plan maintained by the same plan sponsor, and if these benefits are paid with respect to an event without regard to whether benefits are provided with respect to that event under any group health plan maintained by the same plan sponsor, and such benefits are paid with respect to an event without regard to whether benefits are provided with respect to such an event under any group health plan maintained by the same plan sponsor:  coverage only for a specified disease or illness; and hospital indemnity or other fixed indemnity insurance.
(e)
"Health benefit plan" does not include the following if it is offered as a separate policy, certificate, or contract of insurance: Medicare supplemental health insurance as defined under section 1882(g)(1) of the Social Security Act; coverage supplemental to the coverage provided under 10 U.S.C. chapter 55 (Civilian Health and Medical Program of the Uniformed Services (CHAMPUS); and similar supplemental coverage provided to coverage under a group health plan[means a health benefit plan which affects the rights of a Kentucky insured and bears a reasonable relation to Kentucky, whether delivered or issued for delivery in Kentucky].

(9)[(5)]
"Health status" means an assessment of an individual's medical condition, including both physical and mental illnesses, claims experience, receipt of health care, and medical history.  

(10)
"Individual health insurance coverage" means a health benefit plan that is issued to individuals, including, but not limited to, a federally defined eligible individual, in the individual health insurance market and not issued as group health insurance.

(11)
"Insurer" means a provider-sponsored integrated health delivery network that offers a health benefit plan and which complies with the financial and other criteria established by the department to protect against financial insolvency and to assure capability of providing required services; or a person who provides health benefit plans in this state and is subject to insurance regulation in this state, including an authorized insurance company, health maintenance organization, self-insurer or multiple welfare arrangement not exempt from state regulation by ERISA, accountable health plans as defined in KRS 304.17A-010, and nonprofit hospital, medical-surgical, dental, and health service corporation.

(12)
"Premium" means the premium earned in this state on health benefit plans, including, but not limited to, amounts paid to insurers to purchase health insurance, and includes all amounts paid, however denominated, including amounts indicated as being charged for administrative costs, allocated loss adjustment expenses, reserve, or other overhead costs.
(13)[(6)]
"Provider-sponsored integrated health delivery network" means an organization which is wholly owned, governed, and managed by health care providers, and which provides directly, or through arrangements with others, a health benefit plan to consumers voluntarily enrolled with the organization on a per capita or a predetermined, fixed prepayment basis.

Section 7.   KRS 304.17A-110 is amended to read as follows:

All health benefit plans issued or renewed on or after July 15, 1995, shall comply with the following provisions:

(1)
All health benefit plans shall be renewable with respect to all eligible persons and dependents at the option of the policyholder or contract holder, except:

(a)
For nonpayment of the required premiums by the policyholder or contract holder;

(b)
For fraud or intentional misrepresentation of the policyholder or contract holder;

(c)
For intentional and abusive noncompliance with health benefit plan provisions;

(d)
If the insurer ceases doing business in Kentucky and notice of the decision to cease to do business in Kentucky is provided to the department, and to either the policyholder or contract holder. Health benefit plans shall not be canceled by the insurer for one (1) year after the date of the notice required under this paragraph unless the business has been sold to another insurer. An insurer that ceases to do business in Kentucky shall not reenter Kentucky for a period of five (5) years from the date of the notice required under this paragraph.

(e)
In the case of persons who are not state employees or dependents of state employees who were covered under the self-insured plan provided by the state employee benefit fund established under KRS 18A.2281, which was previously certified as an accountable health plan, the state employee benefit fund shall cease to renew coverage for persons other than state employees or dependents of state employees when the commissioner determines that those persons are able to procure at least two (2) individual health insurance coverage options.
(2)
(a)
For group and individual health insurance coverage, except for federally defined eligible individuals, pre-existing conditions provisions shall not exclude or limit coverage for a period beyond[ six (6) months, or] twelve (12) months for health benefit plans[ issued after July 15, 1996], following the individual's effective date of coverage and may only relate to conditions for which[ had], during the six (6) months[, or twelve (12) months for health benefit plans issued after July 15, 1996,] immediately preceding the effective date of coverage,[ manifested themselves in a manner that would cause an ordinarily prudent person to seek medical advice, diagnosis, care, or treatment or for which] medical advice, diagnosis, care, or treatment was recommended or received. Federally defined eligible individuals shall not be subject to any preexisting conditions provisions.[ or as to a pregnancy existing on the effective date of coverage;]
(b)
In determining whether a pre-existing conditions provision applies to a person covered under a plan, all health benefit plans shall reduce any preexisting conditions provision by any period of creditable coverage[credit the time the person was covered under a previous health benefit plan provided by an insurer, including Medicaid and Medicare], if the previous coverage was continuous to a date not more than sixty-three (63)[sixty (60)] days prior to the effective date of the new coverage, and creditable coverage shall include:

1.
A group health plan;

2.
Health insurance coverage under any health benefit plan as defined in Section 6 of this Act;

3.
Part A or Part B of Title XVIII of the Social Security Act (42 U.S.C. sec. 1395j et seq.);

4.
Title XIX of the Social Security Act (42 U.S.C. sec. 1396 et seq.);

5.
10 U.S.C. ch. 55;

6.
A medical care program of the Indian Health Service or of a tribal organization;

7.
A state health benefits risk pool;

8.
A health benefit plan offered under 5 U.S.C. ch. 89;

9.
A public health plan; and

10.
A health benefit plan under 22 U.S.C. sec. 2504(e).

Creditable coverage does not include coverage consisting solely of the excepted items as listed in subsection (8)(b), (c), (d), and (e) of Section 6 of this Act;
(c)
For group health insurance coverage, pre-existing conditions shall not include pregnancy, newborns who are covered under creditable coverage as of the last day of the thirty (30) day period beginning with the date of birth, or adopted children or children placed for adoption who are younger than eighteen (18) years of age and who are covered under creditable coverage as of the last day of the thirty (30) day period beginning on the date of the adoption or placement for adoption.

(3)
Health care benefit plans shall not discriminate against any provider who is located within the geographic coverage area of the health benefit plan and is willing to meet the terms and conditions for participation established by the health benefit plan.

(4)
No individually insured person shall be required to replace an individual policy with group coverage on becoming eligible for group coverage that is not provided by an employer.  In a situation where a person holding individual coverage is offered or becomes eligible for group coverage not provided by an employer, the person holding the individual coverage shall have the option of remaining individually insured, as the policyholder may decide.  This shall apply in any such situation that may arise through the Kentucky Health Purchasing Alliance, any other health purchasing alliance, an association, an affiliated group, the Kentucky state employee health insurance plan, or any other entity.

(5)
A health benefit plan shall not establish rules for eligibility, including continued eligibility, of any individual to enroll under the terms of the plan based upon any of the following health status-related factors in relation to an individual or a dependent of an individual:

(a)
Health status;

(b)
Genetic information;

(c)
Evidence of insurability, including any conditions arising out of acts of domestic violence as defined in KRS 403.720; or

(d)
Disability.

Section 8.   KRS 304.17A-120 is amended to read as follows:

(1)
[Except as provided in subsection (5) of this section, ]For all health benefit plans issued or renewed on or after the effective date of this Act[July 15, 1995], to employers with fifty (50) employees or less, individuals, and participants in the Kentucky Health Purchasing Alliance, insurers shall use a[ modified community] rating methodology filed with the department.

(a)
[ in which ]The premium for each individual health insurance coverage policy [and group policy ]is determined solely on the basis of age, gender, occupation or industry, geography, family composition, benefit plan design,[ and] cost containment provisions, whether or not the product is offered through an alliance,[ and] discounts up to ten percent (10%) for healthy lifestyles, and health status, within the limits established by subsection (2) of this section.

(b)
The premium for each group health insurance coverage policy is determined solely on the basis of age, gender, occupation or industry, geography, family composition, benefit plan design, and cost containment provisions, and whether or not the product is offered through an alliance, and discounts up to ten percent (10%) for healthy lifestyles. A group health benefit plan shall not require any individual participant in a group, as a condition of enrollment or continued enrollment under the plan, to pay a premium or contribution that is greater than the premium or contribution for a similarly situated individual enrolled in the plan on the basis of any health status-related factor, which includes in relation to the individual or to an individual enrolled under the plan as a dependent of the individual health status; genetic information; evidence of insurability, including conditions arising out of acts of domestic violence and abuse as defined in KRS 403.720, or disability[Community rates may be established separately for individuals and employer groups plus public employees].

(2)
(a)
Premium variations based on age shall not vary more than three hundred percent (300%) from the lowest to the highest price.

(b)
If an insurer utilizes industry or occupation as a case characteristic in establishing premium rates, the highest rate factor associated with any industry or occupation classification shall not exceed the lowest rate factor associated with any industry or occupation classification by more than fifteen percent (15%).

(c)
If an insurer utilizes gender as a case characteristic in establishing premium rates, the highest rate factor associated with gender shall not exceed the lowest rate factor associated with gender in any age bracket by more than fifty percent (50%). Rating factors based upon gender shall be phased out in equal increments over a five (5) year period, beginning July 15, 1999.
(d)
If an insurer issuing an individual health insurance coverage policy utilizes health status as a case characteristic in establishing premium rates, the highest rate factor associated with health status shall not exceed the lowest rate factor associated with health status by more than twenty-five percent (25%). The maximum annual increase for health status rate factors for individual policies shall not exceed ten percent (10%) from the previous premium year, and shall only be based upon the actual claims experience for the prior year.

(e)
In utilizing all case characteristics, the ratio of the highest rate factor to the lowest rate factor shall not exceed five to one (5:1).

(3)
The department shall establish guidelines for geographic rating areas that take into consideration the following:

(a)
Geographic rating should be used to prevent areas with lower cost, more efficient delivery systems from cross-subsidizing areas where health benefit plans and providers operate inefficiently;

(b)
Geographic rating shall not increase rates of higher risk and needier populations relative to healthier and wealthier populations, nor to effectively discriminate on the basis of race or socioeconomic class;

(c)
Geographic rating areas may include entire communities and single metropolitan statistical areas but shall not fold lower cost and lower income rural areas into the same rating areas as higher cost urban areas.

(4)
The rate structure shall differentiate between single individuals, couples, single-parent families, and two-parent families with children.

(5)
Insurers shall provide the policyholder or contract holder with a table that states the policy rate for purchase or renewal, and that identifies the source of any rate increases, including percentage of trends, percentage of case characteristics, and percentage of health status[Health benefit plans issued or renewed on or after January 1, 1996, to trustees of a fund that has been in continued existence from or before January 1, 1996, was established by one (1) or more associations as defined in KRS 304.18-020(1)(b), are exempt from the requirements of this section].

(6)
The commissioner, with advice from the Health Insurance Advisory Council, shall study the potential for return to a modified community-rated market and shall issue a report to the General Assembly by November 1, 1999, on the feasibility of modified community rating. Additionally, the commissioner shall provide an annual report to the General Assembly, with the first report to be due on October 1, 1998, on the current state of the health insurance market in Kentucky, including rating issues, financial analysis, regulatory environment, state and national demographics, state and national market trends, numbers and characteristics of uninsured and underinsured persons in the state, and other information as would be helpful in developing state policy on health insurance issues, and the Cabinet for Human Resources shall make available the data collected under KRS 216.2920 to 216.2929.[(a)
From July 15, 1996, until June 30, 1998, each insurer may offer premium rates pursuant to this section that are no more than thirty percent (30%) above and no more than thirty percent (30%) below the index community rate. Beginning on July 1, 1998, the maximum permitted percentage deviation from the index community rate is twenty percent (20%). Beginning on July 1, 1999, the maximum permitted percentage deviation from the index community rate is ten percent (10%). Beginning on July 1, 2000, no deviation from the index community rate is permitted.

(b)
For purposes of this subsection, "index rate" means, for each class of business as to a rating period, the arithmetic average of the applicable base premium rate and the corresponding highest premium rate.

(c)
For purposes of this subsection, "base premium rate" means, for each class of business as to a rating period, the lowest premium rate charged or that could have been charged under the rating system for that class of business by the insurer to the individuals or small groups with similar case characteristics for health benefit plans with the same or similar coverage.]

Section 9.   KRS 304.17A-130 is amended to read as follows:

(1)
The Department of Insurance shall implement[ the administrative regulations promulgated by the Kentucky Health Policy Board for the establishment of] a risk adjustment process to be used in equalizing risk between insurers which participate within and outside of the Kentucky Health Purchasing Alliance.

(2)
The risk adjustment process shall at minimum be based on gender, retiree status, continuation status, and diagnostic medical condition information which represent the relative risk of individuals participating with various insurers. The risk adjustment process is not intended to, and shall not, neutralize cost variations among insurers based on efficiency, ability to manage health costs and patient care, and the administration of policy provisions. The process shall not base adjustment for insurers on their individual premiums, administrative expenses, claims, or use of health care services. Preset amounts shall be established to reflect the demographic,[ and] medical risk, and diagnostic characteristics of individuals enrolled by insurers.

(3)
The risk adjustment process shall be administered by the department so that the process can be applied on a marketwide basis. All insurers shall submit information designated by the department as necessary to administer the risk adjustment process. All insurers shall contribute on an annual basis a preset amount for each person covered toward the establishment and administration of the risk adjustment process. Insurers shall receive from, or contribute amounts to, the department based on the insurer's relative risk profile as determined by the risk adjustment process.

(4)
The risk adjustment process shall be established by no later than April 1, 1995, and the department shall implement a diagnostic risk adjustment system by July 15, 1999, and shall provide a report to the General Assembly by October 1, 1999, and quarterly thereafter, regarding the continuing implementation of a diagnostic risk adjustment mechanism. The department may authorize one (1) or more pilot projects as part of an ongoing reevaluation and refinement of the risk adjustment process.

Section 10.   KRS 304.17A-160 is amended to read as follows:

(1)
The department shall define three (3)[five (5)] standard health benefit plans, which shall provide coverage exactly comparable to the department's standard high, economy high and budget high plans approved as of July 15, 1997, and which shall be offered as both an indemnity plan and a managed care plan[one (1) of which shall be a basic benefit plan and one (1) of which shall provide coverage exactly comparable to the coverage provided under Kentucky Kare Standard as of January 1, 1994. All standard health benefit plans defined by the Kentucky Health Policy Board prior to July 15, 1996, shall continue as standard health benefit plans until the department amends or replaces the existing standard health benefit plans]. The department may approve changes to the[additional] standard benefit plans pursuant to KRS 304.17A-080, upon the evaluation and recommendation of the Health Insurance Advisory Council. Insurers may offer any other health benefit plans upon filing a copy of the plan, required rate filings, and a consumer comparison sheet with the department as described in subsection (5) of this section.

(2)
Notwithstanding any other provision of this chapter to the contrary, on and after July 15, 1995:

(a)
No insurer doing business in Kentucky shall issue or renew health benefit plans other than the standard health benefit plans established by the department, nonstandard plans offered in accordance with the requirements of subsection (1) of this section, and the supplemental plans approved by the department pursuant to paragraph (c) of this subsection.

1.
For individual health insurance coverage,[except as provided in paragraph (f) of this subsection, and] any of the standard health benefit plans, nonstandard plans, and supplemental plans offered shall be offered on a guaranteed-issue basis to any applicant, unless that applicant is not a federally defined eligible individual, in which case that individual shall have[who has] been a resident of Kentucky for at least twelve (12) months immediately preceding the effective date of the policy; and

2.
For group health insurance coverage, any of the standard health benefit plans, nonstandard plans, and supplemental plans offered shall be offered on a guaranteed-issue basis to any applicant and must accept for enrollment under that coverage every eligible individual who applies for enrollment during the period in which the individual first becomes eligible to enroll under the terms of the group health plan, may not place any restriction that is inconsistent with 42 U.S.C. sec. 300gg-11 on an eligible applicant or dependent, and must enroll applicants under the terms of the plan as provided by the health insurer which are uniformly applicable in this state to employers in the group health insurance coverage market;
(b)
Every insurer shall, as a condition of transacting business in this state, offer and issue the basic health benefit plan on a guaranteed-issue basis under this subsection;

(c)
Each insurer may offer supplemental policies that are approved by the department and that are advertised, marketed, and designed as a supplement to the standard health benefit plans and nonstandard health benefit plans. No benefits paid under the supplemental policies shall duplicate benefits paid under the standard health benefit plans and nonstandard health benefit plans;[.]
(d)
An insurer may elect to offer health benefit plans only to individuals and groups that purchase coverage through the Kentucky Health Purchasing Alliance and not offer coverage to individuals and groups that purchase coverage outside the alliance, but shall comply with the provisions of Section 1 of this Act;and
(e)
No insurer shall exclude any eligible person or dependent, who would otherwise be covered under a group health benefit plan, on the basis of an actual or expected health condition of the person[; and

(f)
Any person or group covered on July 15, 1996, by a health benefit plan which is not a standard plan may, until the date twelve (12) months after July 15, 1996, elect to renew the current coverage as long as the benefits provided remain exactly the same and renewal is guaranteed].

(3)
Each of the standard and supplemental health benefit plans shall be in two (2) forms, one (1) of which shall be in the form of insurance and the second of which shall be consistent with the basic method of operation and benefit plans of health maintenance organizations, including federally-qualified health maintenance organizations or integrated health networks. Each of the standard and supplemental plans shall provide for two (2) levels of cost sharing. The department and the Health Insurance Advisory Council shall take into consideration the levels of benefits provided in health benefit plans in Kentucky and appropriate medical and economic factors. The plans shall include cost containment features, such as utilization review of health care services, including review of medical necessity of hospital and physician services; hospice care at least equal to the Medicare benefits; case management benefit alternatives; selective contracting with hospitals, physicians, and other health care providers; reasonable benefit differentials applicable to participating and nonparticipating providers; and other managed care provisions. If a standard or supplemental health benefit plan issued by an insurer covers services which the plan's beneficiaries lawfully obtain from health departments established pursuant to KRS Chapter 212 in medically-underserved areas designated by the Cabinet for Human Resources, that insurer shall pay the plan's established rate for those services to the health department.

(4)
No standard benefit plan or nonstandard benefit plan shall impose annual or lifetime limits for benefits under standard or nonstandard plans[All policies and contracts providing health care benefits issued or renewed on or after July 15, 1995, except as provided in paragraph (f) of subsection (2) of this section, shall be uniform in structure, language, designation, and format to the standard benefit plans defined by the department or shall be a supplemental plan based on a standard plan, and shall be filed with and approved by the department before being delivered or issued for delivery in Kentucky].

(5)
The department shall inform residents of Kentucky of the existence and provisions of the standard benefit plans and nonstandard plans. The department shall develop an outline and chart of coverage that describes the features of each of the standard benefit plans and nonstandard plans available in Kentucky, and the department shall adopt in administrative regulations promulgated under KRS Chapter 13A a consumer comparison sheet that demonstrates similarities and differences in benefit structure, definitions, exclusions, and cost-sharing options between the three (3) standard plans and any other nonstandard plan offered by an insurer, and that shall be in a consumer-friendly format and used by all insurers. Insurers shall provide a copy of this comparison sheet to policyholders or contract holders upon initial enrollment in and renewal of a health benefit plan. The department shall broadly publicize a twenty-four (24) hour toll-free telephone number for information on health care benefit plans available in Kentucky.

(6)
Any insurer that between July 15, 1994, and July 15, 1995, knowingly and willfully terminates coverage of any insured or dependent solely because the insured is eligible for coverage through a health purchasing alliance shall be prohibited from issuing or delivering any health benefit plan in the Commonwealth for a period of five (5) years from the date of exclusion.

(7)
All standard health benefit plans and nonstandard benefit plans shall coordinate benefits with other health benefit plans in accordance with the guidelines for coordination of benefits prescribed by the commissioner as provided in KRS 304.18-085.

(8)
Every health insurer of any kind, nonprofit hospital, medical-surgical, dental and health service corporation, health maintenance organization, or provider-sponsored health delivery network that issues or delivers an insurance policy in this state that directs or gives any incentives to insureds to obtain health care services from certain health care providers shall not imply or otherwise represent that a health care provider is a participant in or an affiliate of an approved or selected provider network unless the health care provider has agreed in writing to the representation or there is a written contract between the health care provider and the insurer or an agreement by the provider to abide by the terms for participation established by the insurer. This requirement to have written contracts shall apply whenever an insurer includes a health care provider as a part of a preferred provider network or otherwise selects, lists, or approves certain health care providers for use by the insurer's insureds. The obligation set forth in this section for an insurer to have written contracts with providers selected for use by the insurer shall not apply to emergency or out-of-area services.

Section 11.   KRS 304.17A-170 is amended to read as follows:

As used in this section and KRS 304.17A-171, unless the context requires otherwise:

(1)
[(a)
]"Health benefit plan" means a health benefit plan as defined in Section 6 of this Act.[any hospital or medical expense policy or certificate; nonprofit hospital, medical-surgical, and health service corporation contract or certificate; a self-insured plan or a plan provided by a multiple employer welfare arrangement, to the extent permitted by ERISA; health maintenance organization contract; and standard and supplemental health benefit plan as established in KRS 304.17A-160, which affects the rights of a Kentucky insured and bears a reasonable relation to Kentucky, whether delivered or issued for delivery in Kentucky.

(b)
"Health benefit plan" does not include policies covering only accident, credit, dental, disability income, fixed indemnity, long-term care, Medicare supplement, specified disease, vision care, coverage issued as a supplement to liability insurance, insurance arising out of a workers' compensation or similar law, automobile medical-payment insurance, or insurance under which benefits are payable with or without regard to fault and which is statutorily required to be contained in any liability insurance policy or equivalent self-insurance or, upon approval by the Kentucky Health Policy Board, individual limited guaranteed renewable hospital or medical expense policies whose provisions and terms may not be changed by the insurer, which were issued prior to January 1, 1994, or conversion policies for group health policies existing on January 1, 1994, if the board determines that the individual limited guaranteed renewable expense policies and conversion policies provide benefits that are less than the benefits provided by the basic health benefit plan as defined by the board pursuant to KRS 304.17A-160.]

(2)
"Primary chiropractic provider" means a chiropractor licensed pursuant to KRS Chapter 312 who has been selected by a person covered by a health benefit plan to provide chiropractic service and who agrees to provide within the statutory scope of their respective practices these services in accordance with the terms, conditions, reimbursement rates, and standards of quality as set forth within the specific health benefit plan.

(3)
"Participating chiropractic provider" means a primary chiropractic provider who has contracted with a health insurer to provide chiropractic services within the proper scope of practice to persons insured under the health benefit plan of the insurer.

(4)
"Chiropractic benefits" means those services that are provided by a primary chiropractic provider who is functioning within the statutory scope of practice.

(5)
"Gatekeeper system" means a system of administration used by any health benefit plan in which a primary care provider furnishes basic patient care and coordinates diagnostic testing, indicated treatment, and specialty referral for persons covered by the health benefit plan.

(6)
"Gatekeeper" means a covered person's primary care provider in a gatekeeper system.

(7)
"Health care insurer" means any entity, including but not limited to insurance companies, hospital and medical services corporations, health maintenance organizations, preferred provider organizations, and physician hospital organizations, that is authorized by the state of Kentucky to offer or provide health benefit plans, policies, subscriber contracts, or any other contracts of similar nature which indemnify or compensate health care providers for the provision of health care services.

(8)
"Covered persons" means any individual or family who is enrolled in a health benefit plan or policy from a health care insurer and on whose behalf the health care insurer is obligated to pay for or provide chiropractic services.

(9)
"Covered service" means those health care services including chiropractic services which the health care insurer is obligated to pay for or provide to covered persons under the health benefit plan or policy or pursuant to KRS 304.17-305 or 304.18-095.

Section 12.   KRS 304.18-050 is amended to read as follows:

(1)
Any contract of group health insurance may provide for the readjustment of the rate of premium based upon the experience thereunder.

(2)[
Notwithstanding any other provision of any subtitle of this chapter, any standard health benefit plan or contract of group health insurance issued to an eligible association shall not be required to determine the amount or rate of premium thereunder using a community rating methodology or a modified community rating methodology and may determine the amount or rate of premium based upon the experience or projected experience thereunder without restriction.

(3)
As used in this section, "eligible association" means an organization which meets all of the following criteria:

(a)
Was in existence on January 30, 1996;

(b)
Is either an association within the meaning of KRS 304.18-020(1)(b) or the trustees of a fund established by one (1) or more associations within the meaning of KRS 304.18-020(1)(c);

(c)
Does not deny membership in the organization on the basis of health status or claims experience;

(d)
Does not exclude members or employees of members or their dependents from eligibility under any standard health benefit plan or contract of group health insurance purchased by the organization on the basis of health status or claims experience; and

(e)
Complies with those provisions of Subtitle 17A of this chapter, if any, relating to the renewability or portability of health benefit plans, coverage of pre-existing conditions, and issuance on a guaranteed-issue basis but is not required to comply with any other provisions of Subtitle 17A of this chapter.

(4)
If an organization is otherwise qualified under the criteria of subsection (3) of this section but which, as of January 30, 1996, does not offer group health insurance to its members, the organization shall be prohibited from offering any group health insurance program unless, by September 1, 1996, it has applied for approval from the Department of Insurance pursuant to Subtitle 18 of this chapter and the applicable administrative regulations promulgated under that subtitle.

(5)
Eligible associations that purchase, put together, or assist in purchasing any standard health benefit plan or policy of group health insurance authorized or permitted under this section shall not be considered, for any purpose under this chapter, to be discriminating in their activities based on health status or historical or projected claims experience.

(6)]
If a policy dividend is declared or a reduction in rate is made or continued for the first or any subsequent year of insurance under any policy of group health insurance issued prior to or after June 18, 1970, to any policyholder, the excess, if any, of the aggregate dividends or rate reductions under such policy and all other group insurance policies of the policyholder over the aggregate expenditure for insurance under such policies made from funds contributed by the policyholder, or by an employer or insured persons, or by a union or association to which the insured persons belong, including expenditures made in connection with administration of such policies, shall be applied by the policyholder for the sole benefit of insured employees or members.

[(7)
Without limiting the general application of this section, the provisions of this section shall apply to any standard health benefit plan or contract of group health insurance issued to an eligible association and which is issued by a health maintenance organization holding a certificate of authority issued pursuant to Subtitle 38 of this chapter.]

Section 13.   Whereas these reforms are necessary to assure compliance with the provisions of P.L. 104-191, the federal Health Insurance Portability and Accountability Act, an emergency is declared to exist, and this Act takes effect upon its passage and approval by the Governor or upon its otherwise becoming a law.
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