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AN ACT relating to medical malpractice insurance rate calculation standards.

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

SECTION 1.   A NEW SECTION OF SUBTITLE 40 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The commissioner shall promulgate rules setting forth standards that medical malpractice insurers shall adhere to in calculating their rates. These rules shall establish:
(a)
A range within which an expected rate of return shall be presumed reasonable;

(b)
A range within which categories of expenses shall be presumed reasonable;

(c)
A range for the number of years of experience an insurer may consider in determining an appropriate loss development factor;

(d)
A range for the number of years of experience an insurer may consider in determining an appropriate trend factor;

(e)
A range for the number of years of experience an insurer may consider in determining an appropriate increased limits factor;

(f)
The proper weights to be given to different years of experience;

(g)
The extent to which an insurer may apply its subjective judgment in projecting past cost data into the future; and,

(h)
Any other standard deemed reasonable and appropriate by the commissioner.

(2)
The commissioner shall require an insurer to submit with any rate change application:

(a)
A comparison, in a form prescribed by the commissioner, between the insurer's initial projected incurred losses and its ultimate incurred losses for the eight (8) most recent policy years for which such data is available; and

(b)
A memorandum explaining the methodology the insurer has used to reflect the total investment income it reasonably expects to earn on all its assets during the period the proposed rate is to be in effect. The commissioner shall disapprove any rate application that does not fully reflect all such income.
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