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AN ACT relating to self insured workers' compensation groups.

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

Section 1.   KRS 304.50-010 is amended to read as follows:

(1)
The commissioner may authorize twenty (20) or more employers with common interests or membership in a bona fide trade association, or two (2) or more governmental entities, to enter into agreements to pool their liabilities under KRS Chapter 342 for the purpose of qualifying as a workers' compensation self-insured group under this subtitle and KRS 342.350. Any self-insured group so authorized may contract and may sue and be sued in the name adopted by the group.

(2)
The commissioner shall promulgate administrative regulations as necessary to govern admission, certification, and regulation of workers' compensation self-insured groups as authorized by this section and KRS 342.350. The commissioner shall take any and all action necessary to effectuate the provisions of this subtitle. The commissioner shall be responsible for maintaining records obtained or prepared in association with this oversight.

(3)
The Governor may assign the regulatory authority under this subtitle to another board or agency pursuant to KRS 12.028.

(4)
Except as specifically provided in this subtitle, no other provision of this chapter shall apply to a workers' compensation self-insured group.

Section 2.   KRS 304.50-085 is amended to read as follows:

(1)
Each self-insured group shall be operated by a board of trustees. Except for a self-insured group formed by governmental entities, the board of trustees for each self-insured group shall consist of at least two (2) but not more than twenty (20) persons selected in the manner prescribed in the bylaws of the self-insured group or other laws of the Commonwealth.

(2)
The board of trustees shall:

(a)
Be residents of Kentucky or officers of corporations authorized to do business in Kentucky;

(b)
Administer the operations of the workers' compensation self-insured group ensuring that there is adequate funding to pay compensation required by KRS Chapter 342, that all claims are paid promptly and processed to conclusion, and that all necessary precautions are taken to safeguard the assets of the group;

(c)
Maintain responsibility for all moneys collected or disbursed from the group;

(d)
Maintain minutes of its meetings and make the minutes available to the commissioner and group members;

(e)
Designate an administrator to carry out the policies established by the board of trustees and to provide day-to-day management of the self-insured group;

(f)
Develop rates and collect premium and assessments; and

(g)
Invest the self-insured group's funds.

(3)
The board of trustees shall not:

(a)
Extend credit to individual group members for payment of premiums or assessments, except in accordance with payment plans filed with the commissioner;

(b)
Permit the loan of any moneys to or borrow any moneys from the self-insured group or in the name of the group, except that a workers' compensation self-insured group formed by governmental entities may borrow moneys in the name of the group; or

(c)
Have a direct or indirect pecuniary interest in a service organization.

(4)
A workers' compensation self-insured group may contract and may sue and be sued in the name adopted by the group.

(5)
(a)
The trustees may contract with a service organization, an administrator, or a fiscal agent to carry out the administration of the workers' compensation self-insured group.

(b)
A service organization and its employees and agents shall be duly licensed to perform those functions for which a license is required under Kentucky law.

(c)
A revolving fund of not more than twenty percent (20%) of estimated premiums may be established for use by a service organization for the payment of claims.

(6)[(5)]
In its discretion, the workers' compensation self-insured group may refer to its trustees as directors. If this is done, the provisions of this subtitle referring to trustees shall be construed as referring to directors.

Section 3.   KRS 342.350 is amended to read as follows:

(1)
In order to comply with KRS 342.340, groups of employers may form, either among themselves or with employers in other states, mutual insurance associations, or reciprocal or interinsurance exchanges subject to the insurance laws of this state and any reasonable conditions and restrictions not inconsistent therewith fixed by the commissioner. Membership in these mutual insurance associations or reciprocal or interinsurance exchanges so approved, together with evidence of the payment of premiums due, shall be evidence of compliance with KRS 342.340.

(2)
The commissioner may, except as provided in subsection (3), require any mutual insurance association or reciprocal or interinsurance exchange to purchase an annuity or to effect reinsurance with a company authorized to transact insurance in this state or to make a deposit with a bank or trust company of this state that shall in either case be approved by the commissioner for the purpose of fully securing the payment of all deferred installments upon any claim for compensation.

(3)
Any mutual insurance association or reciprocal or interinsurance exchange possessing a surplus of at least one hundred thousand dollars ($100,000) and not less in amount than the capital required of a domestic stock insurance company transacting the same kind of insurance shall not be required to purchase an annuity or effect reinsurance with a company authorized to transact insurance in this state or to make a deposit with a bank or trust company of this state for the purpose of fully securing the payment of all deferred installments upon any claim for compensation.

(4)
In addition, under the provisions of KRS 304.50-010 and administrative regulations promulgated by the commissioner of the Department of Insurance, twenty (20) or more employers with common interests or membership in a bona fide trade association or two (2) or more city, county, charter county, urban-county, or consolidated local government employers or their agencies may enter into agreements to pool their liabilities under this chapter for the purpose of qualifying as self-insured groups. Any self-insured group so authorized may contract and may sue and be sued in the name adopted by the group.
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