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CHAPTER 514
(HB  992)
AN ACT relating to workers' compensation.

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

Section 1. KRS 342.0011 is amended to read as follows:

As used in this chapter, unless the context otherwise requires:

1)

@)
(3)

(4)

()
(6)

(7)

(8)
©)
(10)
(11)

"Injury” means any work-related traumatic event or series of traumatic events, including
cumulative trauma, arising out of and in the course of employment which is the proximate
cause producing a harmful change in the human organism evidenced by objective medical
findings. "Injury” does not include the effects of the natural aging process, and does not
include any communicable disease unless the risk of contracting the disease is increased by
the nature of the employment. "Injury” when used generally, unless the context indicates
otherwise, shall include an occupational disease and damage to a prosthetic appliance, but
shall not include a psychological, psychiatric, or stress-related change in the human organism,
unless it is a direct result of a physical injury.

"Occupational disease” means a disease arising out of and in the course of the employment.

An occupational disease as defined in this chapter shall be deemed to arise out of the
employment if there is apparent to the rational mind, upon consideration of all the
circumstances, a causal connection between the conditions under which the work is performed
and the occupational disease, and which can be seen to have followed as a natural incident to
the work as a result of the exposure occasioned by the nature of the employment and which
can be fairly traced to the employment as the proximate cause. The occupational disease shall
be incidental to the character of the business and not independent of the relationship of
employer and employee. An occupational disease need not have been foreseen or expected
but, after its contraction, it must appear to be related to a risk connected with the employment
and to have flowed from that source as a rational consequence.

"Injurious exposure” shall mean that exposure to occupational hazard which would,
independently of any other cause whatsoever, produce or cause the disease for which the claim
IS made.

"Death™ means death resulting from an injury or occupational disease.

"Carrier" means any insurer, or legal representative thereof, authorized to insure the liability
of employers under this chapter and includes a self-insurer.

"Self-insurer" is an employer who has been authorized under the provisions of this chapter to
carry his own liability on his employees covered by this chapter.

"Department” means the Department of Workers' Claims in the Labor Cabinet.
"Commissioner” means the commissioner of the Department of Workers' Claims.
"Board" means the Workers' Compensation Board.

(@) "Temporary total disability” means the condition of an employee who has not reached
maximum medical improvement from an injury and has not reached a level of improvement
that would permit a return to employment;
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(b) "Permanent partial disability" means the condition of an employee who, due to an injury,
has a permanent disability rating but retains the ability to work; and

(c) "Permanent total disability” means the condition of an employee who, due to an injury,
has a permanent disability rating and has a complete and permanent inability to perform
any type of work as a result of an injury, except that total disability shall be irrebuttably
presumed to exist for an injury that results in:

1.  Total and permanent loss of sight in both eyes;
2 Loss of both feet at or above the ankle;

3.  Loss of both hands at or above the wrist;
4

Loss of one (1) foot at or above the ankle and the loss of one (1) hand at or above
the wrist;

5. Permanent and complete paralysis of both arms, both legs, or one (1) arm and one
(1) leg;

6. Incurable insanity or imbecility; or

7. Total loss of hearing.

"Income benefits" means payments made under the provisions of this chapter to the disabled
worker or his dependents in case of death, excluding medical and related benefits.

"Medical and related benefits" means payments made for medical, hospital, burial, and other
services as provided in this chapter, other than income benefits.

"Compensation” means all payments made under the provisions of this chapter representing
the sum of income benefits and medical and related benefits.

"Medical services" means medical, surgical, dental, hospital, nursing, and medical
rehabilitation services, medicines, and fittings for artificial or prosthetic devices.

"Person” means any individual, partnership, including a registered limited liability
partnership, limited partnership, limited liability company, firm, association, trust, joint
venture, corporation, limited liability company, or legal representative thereof.

"Wages" means, in addition to money payments for services rendered, the reasonable value
of board, rent, housing, lodging, fuel, or similar advantages received from the employer, and
gratuities received in the course of employment from persons other than the employer as
evidenced by the employee's federal and state tax returns.

"Agriculture” means the operation of farm premises, including the planting, cultivation,
producing, growing, harvesting, and preparation for market of agricultural or horticultural
commodities thereon, the raising of livestock for food products and for racing purposes, and
poultry thereon, and any work performed as an incident to or in conjunction with the farm
operations. It shall not include the commercial processing, packing, drying, storing, or
canning of such commaodities for market, or making cheese or butter or other dairy products
for market.

"Beneficiary" means any person who is entitled to income benefits or medical and related
benefits under this chapter.
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"United States,” when used in a geographic sense, means the several states, the District of
Columbia, the Commonwealth of Puerto Rico, the Canal Zone, and the territories of the
United States.

"Alien" means a person who is not a citizen, a national, or a resident of the United States or
Canada. Any person not a citizen or national of the United States who relinquishes or is about
to relinquish his residence in the United States shall be regarded as an alien.

"Insurance carrier" means every insurance carrier or insurance company authorized to do
business in the Commonwealth writing workers' compensation insurance coverage and
includes the Kentucky Employers Mutual Insurance Authority and every group of selfinsurers
operating under the provisions of this chapter.

@ "Severance or processing of coal" means all activities performed in the
Commonwealth at underground, auger, and surface mining sites; all activities performed at
tipple or processing plants that clean, break, size, or treat coal; and all activities performed at
coal loading facilities for trucks, railroads, and barges. Severance or processing of coal shall
not include acts performed by a final consumer if the acts are performed at the site of final
consumption.

(b) "Engaged in severance or processing of coal” shall include all individuals, partnerships,
including registered limited liability partnerships, limited partnerships, limited liability
companies, corporations, joint ventures, associations, or any other business entity in the
Commonwealth which has employees on its payroll who perform any of the acts stated
in paragraph (a) of this subsection, regardless of whether the acts are performed as
owner of the coal or on a contract or fee basis for the actual owner of the coal. A business
entity engaged in the severance or processing of coal, including, but not limited to,
administrative or selling functions, shall be considered wholly engaged in the severance
or processing of coal for the purpose of this chapter. However, a business entity which
is engaged in a separate business activity not related to coal, for which a separate
premium charge is not made, shall be deemed to be engaged in the severance or
processing of coal only to the extent that the number of employees engaged in the
severance or processing of coal bears to the total number of employees. Any employee
who is involved in the business of severing or processing of coal and business activities
not related to coal shall be prorated based on the time involved in severance or
processing of coal bears to his total time.

"Premium" for every group of self-insurers means any and all assessments levied on its
members by such group or contributed to it by the members thereof. For special fund
assessment purposes, "premium™ also includes any and all membership dues, fees, or other
payments by members of the group to associations or other entities used for underwriting,
claims handling, loss control, premium audit, actuarial, or other services associated with the
maintenance or operation of the self-insurance group.

(@) "Premiums received" for policies effective on or after January 1, 1994, for insurance
companies means direct written premiums as reported in the annual statement to the Kentucky
Department of Insurance by insurance companies, except that "premiums received™ includes
premiums charged off or deferred, and, on insurance policies or other evidence of coverage
with provisions for deductibles, the calculated cost for coverage, including experience
modification and premium surcharge or discount, prior to any reduction for deductibles. The
rates, factors, and methods used to calculate the
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cost for coverage under this paragraph for insurance policies or other evidence of
coverage with provisions for deductibles shall be the same rates, factors, and methods
normally used by the insurance company in Kentucky to calculate the cost for coverage
for insurance policies or other evidence of coverage without provisions for deductibles,
except that, for insurance policies or other evidence of coverage with provisions for
deductibles effective on or after January 1, 1995, the calculated cost for coverage shall
not include any schedule rating modification, debits, or credits. The cost for coverage
calculated under this paragraph by insurance companies that issue only deductible
insurance policies in Kentucky shall be actuarially adequate to cover the entire liability
of the employer for compensation under this chapter, including all expenses and
allowances normally used to calculate the cost for coverage. For policies with provisions
for deductibles with effective dates of May 6, 1993, through December 31, 1993, for
which the insurance company did not report premiums and remit special fund
assessments based on the calculated cost for coverage prior to the reduction for
deductibles, "premiums received" includes the initial premium plus any reimbursements
invoiced for losses, expenses, and fees charged under the deductibles. The special fund
assessment rates in effect for reimbursements invoiced for losses, expenses, or fees
charged under the deductibles shall be those percentages in effect on the effective date
of the insurance policy. For policies covering leased employees as defined in KRS
342.615, "premiums received" means premiums calculated using the experience
modification factor of each lessee as defined in KRS 342.615 for each leased employee
for that portion of the payroll pertaining to the leased employee.

"Direct written premium™ for insurance companies means the gross premium written
less return premiums and premiums on policies not taken but including policy and
membership fees.

"Premium," for policies effective on or after January 1, 1994, for insurance companies
means all consideration, whether designated as premium or otherwise, for workers'
compensation insurance paid to an insurance company or its representative, including,
on insurance policies with provisions for deductibles, the calculated cost for coverage,
including experience modification and premium surcharge or discount, prior to any
reduction for deductibles. The rates, factors, and methods used to calculate the cost for
coverage under this paragraph for insurance policies or other evidence of coverage with
provisions for deductibles shall be the same rates, factors, and methods normally used
by the insurance company in Kentucky to calculate the cost for coverage for insurance
policies or other evidence of coverage without provisions for deductibles, except that,
for insurance policies or other evidence of coverage with provisions for deductibles
effective on or after January 1, 1995, the calculated cost for coverage shall not include
any schedule rating modifications, debits, or credits. The cost for coverage calculated
under this paragraph by insurance companies that issue only deductible insurance
policies in Kentucky shall be actuarially adequate to cover the entire liability of the
employer for compensation under this chapter, including all expenses and allowances
normally used to calculate the cost for coverage. For policies with provisions for
deductibles with effective dates of May 6, 1993, through December 31, 1993, for which
the insurance company did not report premiums and remit special fund assessments
based on the calculated cost for coverage prior to the reduction for deductibles,

LEGISLATIVE RESEARCH COMMISSION PDF VERSION



(26)

(27)

(28)

CHAPTER 514 PDF p. 5 of 45

"premium” includes the initial consideration plus any reimbursements invoiced for
losses, expenses, or fees charged under the deductibles.

(d) "Return premiums" for insurance companies means amounts returned to insureds due to
endorsements, retrospective adjustments, cancellations, dividends, or errors.

"Insurance policy" for an insurance company or group self-insurer means the term of
insurance coverage commencing from the date coverage is extended, whether a new policy
or a renewal, through its expiration, not to exceed the anniversary date of the renewal for the
following year.

"Self-insurance year" for a group self-insurer means the annual period of certification of the
group created pursuant to KRS 342.350(4).

"Premium" for each employer carrying his own risk pursuant to KRS 342.340(1) shall be the
projected value of the employer's workers' compensation claims for the next calendar year as
calculated by the commissioner using generally-accepted actuarial methods as follows:

(@) The base period shall be the earliest three (3) calendar years of the five (5) calendar
years immediately preceding the calendar year for which the calculation is made. The
commissioner shall identify each claim of the employer which has an injury date or date
of last injurious exposure to the cause of an occupational disease during each one (1) of
the three (3) calendar years to be used as the base, and shall assign a value to each claim.
The value shall be the total of the indemnity benefits paid to date and projected to be
paid, adjusted to current benefit levels, plus the medical benefits paid to date and
projected to be paid for the life of the claim, plus the cost of medical and vocational
rehabilitation paid to date and projected to be paid. Adjustment to current benefit levels
shall be done by multiplying the weekly indemnity benefit for each claim by the number
obtained by dividing the statewide average weekly wage which will be in effect for the
year for which the premium is being calculated by the statewide average weekly wage
in effect during the year in which the injury or date of the last exposure occurred. The
total value of the claims using the adjusted weekly benefit shall then be calculated by
the commissioner. Values for claims in which awards have been made or settlements
reached because of findings of permanent partial or permanent total disability shall be
calculated using the mortality and interest discount assumptions used in the latest
available statistical plan of the advisory rating organization defined in Subtitle 13 of
KRS Chapter 304. The sum of all calculated values shall be computed for all claims in
the base period.

(b) The commissioner shall obtain the annual payroll for each of the three (3) years in the
base period for each employer carrying his own risk from records of the department and
from the records of the Department for Employment Services, Cabinet for Workforce
Development. The commissioner shall multiply each of the three (3) years of payroll by
the number obtained by dividing the statewide average weekly wage which will be in
effect for the year in which the premium is being calculated by the statewide average
weekly wage in effect in each of the years of the base period.

(c) The commissioner shall divide the total of the adjusted claim values for the three (3)
year base period by the total adjusted payroll for the same three (3) year period. The
value so calculated shall be multiplied by 1.25 and shall then be multiplied by the
employer's most recent annualized payroll, calculated using records of the department
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and the Department for Employment Services data which shall be made available for
this purpose on a quarterly basis as reported, to obtain the premium for the next calendar
year for assessment purposes under KRS 342.122.

For November 1, 1987, through December 31, 1988, premium for each employer
carrying his own risk shall be an amount calculated by the board pursuant to the
provisions contained in this subsection and such premium shall be provided to each
employer carrying his own risk and to the funding commission on or before January 1,
1988. Thereafter, the calculations set forth in this subsection shall be performed
annually, at the time each employer applies or renews his application for certification to
carry his own risk for the next twelve (12) month period and submits payroll and other
data in support of the application. The employer and the funding commission shall be
notified at the time of the certification or recertification of the premium calculated by
the commissioner, which shall form the employer's basis for assessments pursuant to
KRS 342.122 for the calendar year beginning on January 1 following the date of
certification or recertification.

If an employer having fewer than five (5) years of doing business in this state applies to
carry his own risk and is so certified, his premium for the purposes of KRS 342.122
shall be based on the lesser number of years of experience as may be available including
the two (2) most recent years if necessary to create a three (3) year base period. If the
employer has less than two (2) years of operation in this state available for the premium
calculation, then his premium shall be the greater of the value obtained by the
calculation called for in this subsection or the amount of security required by the
commissioner pursuant to KRS 342.340(1).

If an employer is certified to carry his own risk after having previously insured the risk,
his premium shall be calculated using values obtained from claims incurred while
insured for as many of the years of the base period as may be necessary to create a full
three (3) year base. After the employer is certified to carry his own risk and has paid all
amounts due for assessments upon premiums paid while insured, he shall be assessed
only upon the premium calculated under this subsection.

"Premium" for each employer defined in KRS 342.630(2) shall be calculated as set forth
in this subsection.

Notwithstanding any other provision of this subsection, the premium of any employer
authorized to carry its own risk for purposes of assessments due under this chapter shall
be no less than thirty cents ($0.30) per one hundred dollars ($100) of the employer's
most recent annualized payroll for employees covered by this chapter.

"SIC code" as used in this chapter means the Standard Industrial Classification Code
contained in the latest edition of the Standard Industrial Classification Manual published by
the Federal Office of Management and Budget.

"Investment interest” means any pecuniary or beneficial interest in a provider of medical
services or treatment under this chapter, other than a provider in which that pecuniary or
investment interest is obtained on terms equally available to the public through trading on a
registered national securities exchange, such as the New York Stock Exchange or the
American Stock Exchange, or on the National Association of Securities Dealers Automated
Quotation System.
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"Managed health care system" means a health care system that employs gatekeeper providers,
performs utilization review, and does medical bill audits.

"Physician" means physicians and surgeons, psychologists, optometrists, dentists, podiatrists,
and osteopathic and chiropractic practitioners acting within the scope of their license issued
by the Commonwealth.

"Objective medical findings" means information gained through direct observation and
testing of the patient applying objective or standardized methods.

"Work™ means providing services to another in return for remuneration on a regular and
sustained basis in a competitive economy.

"Permanent impairment rating" means percentage of whole body impairment caused by the
injury or occupational disease as determined by "Guides to the Evaluation of Permanent
Impairment,” American Medical Association, latest available edition.

"Permanent disability rating” means the permanent impairment rating selected by anf
arbitrator-or} administrative law judge times the factor set forth in the table that appears at
KRS 342.730(1)(b).

Section 2. KRS 342.020 is amended to read as follows:

In addition to all other compensation provided in this chapter, the employer shall pay for the
cure and relief from the effects of an injury or occupational disease the medical, surgical, and
hospital treatment, including nursing, medical, and surgical supplies and appliances, as may
reasonably be required at the time of the injury and thereafter during disability, or as may be
required for the cure and treatment of an occupational disease. The employer's obligation to
pay the benefits specified in this section shall continue for so long as the employee is disabled
regardless of the duration of the employee's income benefits. In the absence of designation of
a managed health care system by the employer, the employee may select medical providers
to treat his injury or occupational disease. Even if the employer has designated a managed
health care system, the injured employee may elect to continue treating with a physician who
provided emergency medical care or treatment to the employee. The employer, insurer, or
payment obligor acting on behalf of the employer, shall make all payments for services
rendered to an employee directly to the provider of the services within thirty (30) days of
receipt of a statement for services. The commissioner shall promulgate administrative
regulations establishing conditions under which the thirty (30) day period for payment may
be tolled. The provider of medical services shall submit the statement for services within
forty-five (45) days of the day treatment is initiated and every forty-five (45) days thereafter,
if appropriate, as long as medical services are rendered. Except as provided in subsection (4)
of this section, in no event shall a medical fee exceed the limitations of an adopted medical
fee schedule or other limitations contained in KRS 342.035, whichever is lower. The
commissioner may promulgate administrative regulations establishing the form and content
of a statement for services and procedures by which disputes relative to the necessity,
effectiveness, frequency, and cost of services may be resolved.

Notwithstanding any provision of the Kentucky Revised Statutes to the contrary, medical
services and treatment provided under this chapter shall not be subject to copayments or
deductibles.

LEGISLATIVE RESEARCH COMMISSION PDF VERSION



3)

(4)

()

(6)

()

CHAPTER 514 PDF p. 8 of 45

Employers may provide medical services through a managed health care system. The
managed health care system shall file with the Department of Workers' Claims a plan for the
rendition of health care services for work-related injuries and occupational diseases to be
approved by the commissioner pursuant to administrative regulations promulgated by the
commissioner.

All managed health care systems rendering medical services under this chapter shall include
the following features in plans for workers' compensation medical care:

(@ Copayments or deductibles shall not be required for medical services rendered in
connection with a work-related injury or occupational disease;

(b) The employee shall be allowed choice of provider within the plan;

() The managed health care system shall provide an informal procedure for the
expeditious resolution of disputes concerning rendition of medical services;

(d) The employee shall be allowed to obtain a second opinion, at the employer's expense,
from an outside physician if a managed health care system physician recommends
surgery;

(e) The employee may obtain medical services from providers outside the managed health
care system, at the employer's expense, when treatment is unavailable through the
managed health care system;

(f)  The managed health care system shall establish procedures for utilization review of
medical services to assure that a course of treatment is reasonably necessary; diagnostic
procedures are not unnecessarily duplicated; the frequency, scope, and duration of
treatment is appropriate; pharmaceuticals are not unnecessarily prescribed; and that
ongoing and proposed treatment is not experimental, cost ineffective, or harmful to the
employee; and

(g) Statements for services shall be audited regularly to assure that charges are not
duplicated and do not exceed those authorized in the applicable fee schedules.

(h) A schedule of fees for all medical services to be provided under this chapter which shall
not be subject to the limitations on medical fees contained in this chapter.

(i) Restrictions on provider selection imposed by a managed health care system authorized
by this chapter shall not apply to emergency medical care.

Except for emergency medical care, medical services rendered pursuant to this chapter shall
be under the supervision of a single treating physician or physicians' group having the
authority to make referrals, as reasonably necessary, to appropriate facilities and specialists.
The employee may change his designated physician one (1) time and thereafter shall show
reasonable cause in order to change physicians.

When a compensable injury or occupational disease results in the amputation of an arm, leg,
or foot, or the loss of hearing, or the enucleation of an eye or loss of teeth, the employer shall
pay for, in addition to the other medical, surgical, and hospital treatment enumerated in
subsection (1) and this subsection, a modern artificial member and, where required, proper
braces as may reasonably be required at the time of the injury and thereafter during disability.

Upon motion of the employer, with sufficient notice to the employee for a response to be
filed, if it is shown to the satisfaction of the administrative law judgef-erarbitrator} by
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affidavits or testimony that, because of the physician selected by the employee to treat the
injury or disease, or because of the hospital selected by the employee in which treatment is

being rendered, that the employee is not receiving proper medical treatment and the recovery
is being substantially affected or delayed; or that the funds for medical expenses are being
spent without reasonable benefit to the employee; or that because of the physician selected by
the employee or because of the type of medical treatment being received by the employee that
the employer will substantially be prejudiced in any compensation proceedings resulting from
the employee's injury or disease; then the administrative law judgef-erarbitrater} may allow
the employer to select a physician to treat the employee and the hospital or hospitals in which
the employee is treated for the injury or disease. No action shall be brought against any
employer subject to this chapter by any person to recover damages for malpractice or
improper treatment received by any employee from any physician, hospital, or attendant
thereof.

An employee who reports an injury alleged to be work-related or files an application for
adjustment of a claim shall execute a waiver and consent of any physician-patient,
psychiatrist-patient, or chiropractor-patient privilege with respect to any condition or
complaint reasonably related to the condition for which the employee claims compensation.
Notwithstanding any other provision in the Kentucky Revised Statutes, any physician,
psychiatrist, chiropractor, podiatrist, hospital, or health care provider shall, within a
reasonable time after written request by the employee, employer, workers' compensation
insurer, special fund, uninsured employers' fund,J-arbitrator} or the administrative law judge,
provide the requesting party with any information or written material reasonably related to
any injury or disease for which the employee claims compensation.

When a provider of medical services or treatment, required by this chapter, makes referrals
for medical services or treatment by this chapter, to a provider or entity in which the provider
making the referral has an investment interest, the referring provider shall disclose that
investment interest to the employee, the commissioner, and the employer's insurer or the party
responsible for paying for the medical services or treatment, within thirty (30) days from the
date the referral was made.

Section 3. KRS 342.033 is amended to read as follows:

In a claim for benefits, no party may introduce direct testimony from more than two (2) physicians
without prior consent from thef-arbitrator—er} administrative law judge. The motion requesting
additional testimony shall clearly demonstrate the need for such additional testimony. A party may
introduce direct testimony from a physician through a written medical report. The report shall
become a part of the evidentiary record, subject to the right of an adverse party to object to the
admissibility of the report and to cross-examine the reporting physician. The commissioner shall
promulgate administrative regulations prescribing the format and content of written medical reports.

(1)

Section 4. KRS 342.040 is amended to read as follows:

Except as provided in KRS 342.020, no income benefits shall be payable for the first seven
(7) days of disability unless disability continues for a period of more than two (2) weeks, in
which case income benefits shall be allowed from the first day of disability. All income
benefits shall be payable on the regular payday of the employer, commencing with the first
regular payday after seven (7) days after the injury or disability resulting from an occupational
disease, with interest at the rate of twelve percent (12%) per annum on each installment from
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the time it is due until paid, except that if the[-arbitrater—er} administrative law judge
determines that a denial, delay, or termination in the payment of income benefits

was without reasonable foundation, the rate of interest shall be eighteen percent (18%) per
annum. In no event shall income benefits be instituted later than the fifteenth day after the
employer has knowledge of the disability or death. Income benefits shall be due and payable
not less often than semimonthly. If the employer's insurance carrier or other party responsible
for the payment of workers' compensation benefits should terminate or fail to make payments
when due, that party shall notify the commissioner of the termination or failure to make
payments and the commissioner shall, in writing, advise the employee or known dependent
of right to prosecute a claim under this chapter.

(2) If overdue temporary total disability income benefits are recovered in a proceeding brought
under this chapter by an attorney for an employee, or paid by the employer after receipt of
notice of the attorney's representation, a reasonable attorney's fee for these services may be
awarded. The award of attorney's fees shall be paid by the employer if the|-arbitrator-or}
administrative law judge determines that the denial or delay was without reasonable
foundation. No part of the fee for representing the employee in connection with the recovery
of overdue temporary total disability benefits withheld without reasonable foundation shall
be charged against or deducted from benefits otherwise due the employee.

(3) All retraining incentive benefits awarded pursuant to KRS 342.732 shall be payable on the
regular payday of the employer, commencing with the second regular payday after the award
of the retraining incentive benefit by thef-arbitrater—or} administrative law judge becomes
final. Retraining incentive benefits shall be due and payable not less often than semimonthly.

(4) Upon written request of the employee, all payments of compensation shall be mailed to the
employee at his last known address.

Section 5. KRS 342.090 is amended to read as follows:

Payment of death benefits in good faith to a supposed dependent or to a dependent subsequent in
right to another or other dependents shall protect and discharge the employer and insurer unless and
until the lawful dependent or dependents prior in right have given the employer or insurer written
notice of his or their claim. In case the employer or insurer is in doubt as to who are dependents or
as to their respective rights, thef-arbitrator-er} administrative law judge shall, on application, decide
and direct to whom payment shall be made, and payment made under such direction shall release
the employer and insurer from all liability. If an appeal is taken from the order of thef-arbitrator-or}
administrative law judge directing payment, persons receiving payment under such order shall
furnish bond for the protection of adverse claimants pending the outcome of the proceedings.

Section 6. KRS 342.120 is amended to read as follows:

(1) There is created the Division of the Special Fund in the Department of Workplace Standards
which shall be responsible for the administration of the legal representation of the fund and
the maintenance of records regarding the payment of claims by the fund. The Division of the
Special Fund shall be headed by a director appointed by the commissioner, with the prior
written approval of the Governor pursuant to KRS 12.050. The director shall be responsible
for overseeing the administration of the legal representation of the fund and the maintenance
of records regarding the payment of claims by the fund.
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The special fund shall have no liability upon any claim in which the injury occurred, or for
cumulative trauma, the disability became manifest, or, for occupational disease, if the date of
injury or last exposure occurred, after December 12, 1996.

Where the employer has settled its liability for income benefits and thereafter a determination
has been made of the special fund's liability, the special fund portion of the benefit rate shall
be paid over the maximum period provided for by statute for that disability, with the period
of payment beginning on the date settlement was approved by an administrative law judgef
er-arbitrater}. This provision is remedial and shall apply to all pending and future claims.

Section 7. KRS 342.125 is amended to read as follows:

Upon motion by any party or upon anfarbitraters-er} administrative law judge's own motion,
anfarbitrater-or} administrative law judge may reopen and review any award or order on any
of the following grounds:

(@ Fraud,
(b) Newly-discovered evidence which could not have been discovered with the exercise of
due diligence;

(c) Mistake; and

(d) Change of disability as shown by objective medical evidence of worsening or
improvement of impairment due to a condition caused by the injury since the date of the
award or order.

No claim which has been previously dismissed or denied on the merits shall be reopened
except upon the grounds set forth in this section.

Except for reopening solely for determination of the compensability of medical expenses,
fraud, or conforming the award as set forth in KRS 342.730(1)(c)2., or for reducing a
permanent total disability award when an employee returns to work, or seeking temporary
total disability benefits during the period of an award, no claim shall be reopened more than
four (4) years following the date of the original award or order granting or denying benefits,f

er-within-tweo(2)-years-of such-award-or-order} and no party may file a motion to reopen
within one (1) yearftwo-{2)-years} of any previous motion to reopen by the same party.

Reopening and review under this section shall be had upon notice to the parties and in the
same manner as provided for an initial proceeding under this chapter. Upon reopening, thef
arbitrator—or} administrative law judge may end, diminish, or increase compensation
previously awarded, within the maximum and minimum provided in this chapter, or change
or revoke a previous order. The|-arbitrator—or]} administrative law judge shall immediately
send all parties a copy of the subsequent order or award. Reopening shall not affect the
previous order or award as to any sums already paid thereunder, and any change in the amount
of compensation shall be ordered only from the date of filing the motion to reopen. No
employer shall suspend benefits during pendency of any reopening procedures except upon
order of the|-arbitrateror} administrative law judge.

(@) Upon the application of the affected employee, and a showing of progression of his
previously-diagnosed occupational pneumoconiosis resulting from exposure to coal dust and
development of respiratory impairment due to that pneumoconiosis and two (2) additional
years of employment in the Commonwealth wherein the employee was continuously exposed
to the hazards of the disease, the|-arbitrater-or} administrative law judge may review an award
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or order for benefits attributable to coal-related pneumoconiosis under KRS 342.732. An
application for review under this subsection

shall be made within one (1) year of the date the employee knew or reasonably should
have known that a progression of his disease and development or progression of
respiratory impairment have occurred. Review under this subsection shall include a
review of all evidence admitted in all prior proceedings.

(b) Benefits awarded as a result of a review under this subsection shall be reduced by the
amount of retraining incentive benefits or income benefits previously awarded under
KRS 342.732. The amount to be deducted shall be subtracted from the total amount
awarded, and the remaining amount shall be divided by the number of weeks, for which
the award was made, to arrive at the weekly benefit amount which shall be apportioned
in accordance with the provisions of KRS 342.316.

In a reopening or review proceeding where there has been additional permanent partial
disability awarded, the increase shall not extend the original period, unless the combined prior
disability and increased disability exceeds fifty percent (50%), but less than one hundred
percent (100%), in which event the awarded period shall not exceed five hundred twenty (520)
weeks, from commencement date of the original disability previously awarded. The law in
effect on the date of the original injury controls the rights of the parties.

Where an agreement has become an award by approval of thef-arbitrater-or} administrative
law judge, and a reopening and review of that award is initiated, no statement contained in
the agreement, whether as to jurisdiction, liability of the employer, nature and extent of
disability, or as to any other matter, shall be considered by thefarbitrator-erthe}administrative
law judge as an admission against the interests of any party. The parties may raise any issue
upon reopening and review of this type of award which could have been considered upon an
original application for benefits.

The time limitation prescribed in this section shall apply to all claims irrespective of when
they were incurred, or when the award was entered, or the settlement approved. However,
claims decided prior to December 12, 1996, may be reopened within four (4) years of the
award or order or within four (4) years of December 12, 1996, whichever is later, provided
that the exceptions to reopening established in subsections (1) and (3) of this section shall
apply to these claims as well.

Section 8. KRS 342.160 is amended to read as follows:

The benefits in case of death shall be paid to one (1) or more dependents of the deceased
employee for the benefit of all the dependents entitled thereto, as determined by thef-arbitrator
or} administrative law judge. The dependents to whom payments are made shall apply the
same to the use of the persons entitled thereto under this chapter, according to their respective
claims on the deceased for support. The compensation of a mentally disabled person shall be
paid to his guardian or conservator.

If the dependents are a widow, widower, or other head of a family of minor children and one
(1) or more minor children, it shall be sufficient for the widow, widower, or head of the family
to make application for compensation on behalf of all. Where the dependents are mentally
incapacitated or are minors the head of whose family is not a dependent, the application may
be made by the guardian, conservator, or next friend of such dependents.
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Section 9. KRS 342.205 is amended to read as follows:

After an injury and so long as compensation is claimed, the employee, if requested by a party
or by thef-arbitratoror} administrative law judge, shall submit himself to examination,

at a reasonable time and place, to a duly-qualified physician or surgeon designated and paid
by the requesting party. The employee shall have the right to have a duly-qualified physician
or surgeon designated and paid by himself present at the examination, but this right shall not
deny the requesting party's physician or surgeon the right to examine the injured employee at
all reasonable times and under all reasonable conditions.

The party requesting an examination pursuant to subsection (1) of this section shall make
arrangements to provide all the cost of the examination. The requesting party shall also prepay
the cost of transportation of the employee to and from the examination if public transportation
is utilized. If the employee uses his own vehicle to travel to and from the examination, the
requesting party shall prepay the employee at the state mileage rate. The requesting party shall
also reimburse the employee for the cost of meals, lodging, parking, and toll charges upon
proof of same by written voucher. The amounts prepaid or reimbursed by the requesting party,
as required by this subsection, shall be the same as, and in accordance with, state travel
administrative regulations and standards promulgated and established pursuant to KRS
Chapter 45.

If an employee refuses to submit himself to or in any way obstructs the examination, his right
to take or prosecute any proceedings under this chapter shall be suspended until the refusal or
obstruction ceases. No compensation shall be payable for the period during which the refusal
or obstruction continues.

Any employee receiving benefits under this chapter may be required, upon request of any
party, to furnish a sworn affirmed statement of earnings and other supporting information thef

arbirater-or} administrative law judge may require.
The department shall supply forms for the report.

Section 10. KRS 342.213 is amended to read as follows:

The Governor shall make all appointments to the board, and appoint the administrative law
judgesf-arbitrators;} and the commissioner of the Department of Workers' Claims, subject to
the consent of the Senate in accordance with KRS 11.160, and in accordance with this section,
KRS 342.215, 342.228, and 342.230 by choosing from names presented to him by the
Workers' Compensation Nominating Commission.

The Workers' Compensation Nominating Commission shall consist of seven (7) members
appointed by the Governor as follows:

@ Two (2) members shall be attorneys experienced in the practice of workers'
compensation, one (1) of whom customarily represents claimants, and one (1) of whom
customarily represents employers. Both shall serve terms of two (2) years, but their
successors shall be appointed to terms of four (4) years.

(b) 1. One (1) member of the political party having the largest number of registered
voters and one (1) member of the political party having the second largest number
of registered voters shall serve a term of three (3) years; and
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2. Two (2) members of the political party having the largest number of registered
voters and one (1) member of the political party having the second largest number
of registered voters shall serve a term of four (4) years.

3. Thereafter, as each term expires, the vacancy so created shall be filled by an
appointee from the same political party for a term of four (4) years.

(c) Appointments to fill the unexpired term of a member shall be for the remainder of the
term.

(d) The members shall annually select a chairman of the nominating commission.

Notwithstanding the provisions of subsection (2) of this section, at least three (3) members of
the Workers' Compensation Nominating Commission shall be individuals who directly derive
no earned income from the workers' compensation program. In order to satisfy the
requirement of this subsection, the Governor may remove any existing member of the
Workers' Compensation Nominating Commission and replace that member with an individual
who does not derive earned income from the workers' compensation program. On or before
March 1, 1997, the Governor shall submit to the Senate a list of the members of the
commission identifying the positions they fill and the terms they shall serve in accordance
with the provisions of this section.

The commissioner shall monitor the workload of the administrative law judgesf—and
arbitraters} and, whenever a vacancy occurs, determine whether filling the position is
necessary to expeditious resolution of claims brought under this chapter. One hundred twenty
(120) days prior to the expiration of the terms of the administrative law judgesf—and
arbitrators}, and when a vacancy occurs under other circumstances, the commissioner shall
certify to the Workers' Compensation Nominating Commission that filling the position is
necessary and the Workers' Compensation Nominating Commission shall act to fill only such
positions as have been certified as necessary by the commissioner.

(@ The Workers' Compensation Nominating Commission shall consult with the
commissioner, chief administrative law judge, and a member of the Workers' Compensation
Board as to the performance in office of the administrative law judgesf-and-arbitraters}. The
Workers' Compensation Nominating Commission may recommend retention of any sitting
administrative law judgef-erarbitrater], or present to the Governor the names of three (3)
qualified individuals nominated for the position. The Workers' Compensation Nominating
Commission shall report its recommendation for retention to the Governor no later than thirty
(30) days after receipt from the commissioner of certification of the necessity to fill the
position and shall render to the Governor its list of nominees to fill vacancies within sixty
(60) days of receipt of the commissioner’s certification. The name of an individual who has
been rejected by the Governor when recommended for retention shall not be presented
thereafter as a nominee for the same position. No sitting administrative law judgef-er
arbitrator] shall be nominated to fill more than one (1) vacancy except for separate vacancies

as an administrative law judgefand-as-an-arbitrator].

(b) Within thirty (30) days of receipt of the recommendation, the Governor may reject
recommendations of retention, in which event the Workers' Compensation Nominating
Commission shall, within thirty (30) days, reconvene and present a list of the names of
three (3) nominees for each position for which a recommendation for retention has been
rejected by the Governor.
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The Governor shall appoint the commissioner of the Department of Workers' Claims from a
list of three (3) names submitted by the nominating commission. The list submitted to the
Governor shall contain names of individuals who meet the qualifications and requirements
contained in KRS 342.228. The commissioner shall be subject to Senate confirmation in
accordance with KRS 11.160.

(@) The Governor shall appoint the members of the Workers' Compensation Board. The
nominating commission shall present to the Governor a list of three (3) candidates for
appointment to the board no later than thirty (30) days prior to the expiration of a board
member's term. For the purpose of filling vacancies on the board which occur for reasons
other than an expiration of term, the nominating commission shall present a list of three (3)
names to the Governor no later than sixty (60) days after a vacancy occurs.

(b) If the Governor fails to appoint a member of the board within thirty (30) days following
receipt of a list of names from the nominating commission, the previous appointee may
remain in the position until the ninetieth day following the date the nominating
commission provided the Governor with its list of names, at which time he shall vacate
the position.

The nominating commission shall meet as often as necessary to perform its responsibilities,
and the members shall be reimbursed from funds collected pursuant to KRS 342.122 for
necessary expenses in the manner and amounts prescribed for state employees by KRS 45.101
and the administrative regulations promulgated under the authority of that statute. In addition,
each member of the nominating commission shall be paid at a rate of one hundred dollars
($100) per day for each meeting attended, and these expenses shall be financed from funds
collected pursuant to KRS 342.122.

Section 11. KRS 342.215 is amended to read as follows:

The Workers' Compensation Board is hereby created and established. The board shall rule on
appeals of decisions rendered by administrative law judges under this chapter. The board shall
rule on an appeal of a decision of an administrative law judge no later than sixty (60) days
following the date on which the last appeal brief was filed.

The Workers' Compensation Board shall consist of three (3) members appointed by the
Governor. Each member shall hold no other public office and shall devote his full time to the
duties of his office.

Of the members of the board appointed under this section, one (1) shall serve a term that
shall expire on January 4, 2002; one (1) shall serve a term that shall expire on January 4,
2003; and one (1) shall serve a term that shall expire on January 4, 2004, as designated by
the Governor at the time of appointment. Thereafter, each term of a board member shall run
for four (4) years from the date of expiration of the term for which the member's predecessor
was appointed, except that a person appointed to fill a vacancy prior to the expiration of a
term shall be appointed for the remainder of the term. The Governor shall not appoint a
member of the board to fill the unexpired term of another board member, nor shall the
Governor reappoint a member of the board who has been removed from his position prior to
the expiration of his term. The members of the board shall have the qualifications required of
appeals court judges, except for residence in a district, and shall receive the same salary and
shall be subject to the same standards of conduct. The Governor shall designate a member of
the board to serve as chairman. Any vacancy in the chairmanship shall be filled by the
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Governor. The Governor may at any time remove any member for cause after furnishing him
with a written copy of the charges against him and giving him a public hearing if he requests
it.

A decision concurred in by any two (2) of the three (3) members shall constitute a decision of
the board.

Members of the Workers' Compensation Boardf—arbiraters;} and the administrative law
judges shall be members of the Kentucky Employees Retirement System.

Section 12. KRS 342.230 is amended to read as follows:

The commissioner, within the limits of appropriations therefor and except as otherwise
specifically provided in this chapter, shall establish and fill any positions, including medical
services and advice, necessary to carry on the department's work. The employees of the
Department of Workers' Claims, except the commissioner f-arbitraters;} administrative law
judges, and board members, shall be members of the classified service.

The commissioner of the Department of Workers' Claims shall have immediate supervision
of the employees of the department, perform duties assigned him, and have complete authority
to carry out all the administrative functions relating to the Department of Workers' Claims.
The commissioner with the assistance of the board shall train and instruct the administrative
law judgesfand-arbitrators} on an ongoing basis; assign cases; and monitor the caseloads of
the administrative law judgesf—arbitrators;} and the Workers' Compensation Board to ensure
timely disposition of cases; keep and be the custodian of the records of the board andf} the
administrative law judgesf—and-arbitraters}; annually report the activities of the board and
thel;} administrative law judgesfand-arbitraters} to the Governor; and devote his full time to
the duties of his office. The commissioner shall be paid a salary not less than the salary of a
member of the board.

The Governor shall appoint, with the consent of the Senate in accordance with KRS 11.160
for a term of four (4) years, not more than nineteen (19)fsixteen—{216)} administrative law
judges, each of whom shall be an attorney and shall have five (5) years' experience in the
Commonwealth in the practice of workers' compensation law or a related field, and extensive
knowledge of workers' compensation law, and shall be paid the same salary as a Circuit Judge.
Each administrative law judge may be employed for additional terms with the consent of the
Senate in accordance with KRS 11.160. The Governor, at least thirty (30) days prior to the
expiration of a term of an administrative law judge, shall provide the name of the individual
whom he intends to appoint to the position to the chairman of the Senate Labor and Industry
Committee. These administrative law judges shall conduct hearings, and otherwise supervise
the presentation of evidence and perform any other duties assigned to them by statute and
shall render final decisions, orders, or awards. Administrative law judges may, in receiving
evidence, make rulings affecting the competency, relevancy, and materiality of the evidence
about to be presented and upon motions presented during the taking of evidence as will

expedite the preparation of the case.fFo-carry-outthe-tntent-of this-chapterand-to-implement
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To ensure that the administrative law judgesf-and-arbitrators} perform their responsibilities
competently and issue decisions consistent with this chapter, the commissioner shall, at least
twice annually, conduct training and education seminars in workers' compensation law;
administrative law; and methods and procedures for writing well-reasoned, clear, correct, and
concise opinions, orders, or awards.

The Governor may at any time remove the commissioner or any member of the board. The
commissioner may remove any administrative law judge|-orarbitrater]. A member of the
board or an administrative law judgef-eran—arbitrator] may be removed for good cause
including: violation of the code of judicial ethics or the code of ethics applicable to the
executive branch of the Commonwealth. In addition, an administrative law judgef—an
arbitrater;} or a member of the board may be removed for the persistent or repeated failure to
perform satisfactorily the specific duties assigned in this chapter, including the requirement
of timely disposition of cases, review of attorney's fees, and failure to attend training and
continuing education programs required by this section.

Any vacancy in the term of an administrative law judgef-eran-arbitrater}, which occurs prior
to the expiration of the term, shall be filled if necessary by appointment of the Governor in
accordance with subsection (3) of this section within sixty (60) days from the date the vacancy
occurs, with the consent of the Senate in accordance with KRS 11.160, for the remainder of
the term.

(a) Effective at 12 midnight, December 31, 1997, the terms of administrative law judges who
were appointed to fill the five (5) administrative law judge positions which were created in
1990 shall end, and the term of the chief administrative law judge who was appointed under
subsection (8) of this section shall end. On January 1, 1998, the Governor shall make four (4)
year appointments to fill as many of these positions as are necessary to fulfill the duties
assigned to administrative law judges under this chapter.

(b) Effective at 12 midnight, December 31, 1999, the terms of administrative law judges who
were appointed to fill the ten (10) administrative law judge positions which were created
in 1987 shall end. On January 1, 2000, the Governor shall make four (4) year
appointments to fill as many of these positions as are necessary to fulfill the duties
assigned to administrative law judges under this chapter.

One (1) of the administrative law judges appointed pursuant to this section shall be appointed
as a chief administrative law judge, to have the same qualifications, powers, duties, and
requirements as those of other administrative law judges. The chief administrative law judge
shall not be assigned regular dockets but shall instead assist the commissioner by doing all
scheduling of the administrative law judges, handling dockets assigned to the administrative
law judges in case of an emergency, providing supervision of the administrative law judges,
and providing educational opportunities for the administrative law judges. The chief
administrative law judge shall be paid at the same rate as the administrative law judges plus
an additional three thousand dollars ($3,000) per year. At any time the commissioner may
replace the chief administrative law judge with one (1) of the other administrative law judges
at which time the former chief administrative law judge shall resume the duties assigned to
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the other administrative law judges pursuant to this chapter. The term of the chief
administrative law judge employed in 1994 shall expire on December 31, 1997. On January
1, 1998, the commissioner shall employ a person in this position for a four (4) year term.

The department shall maintain its main office in Frankfort, Kentucky, using suitable rooms and
offices belonging to this state, and shall be provided necessary office furniture to be paid for by the
state. The commissioner shall provide necessary supplies, books, periodicals, and maps and shall
provide a seal for the authentication of orders, awards, or proceedings of thef-arbitrators—and}
administrative law judges, on which shall be inserted the words "Department of Workers' Claims,
State of Kentucky, official seal.” The boardf;-the-arbitraters;} and the administrative law judges may
hold sessions at any place within the state where necessary and shall have power to sue or institute
legal proceedings in any court of this state, under existing laws as to jurisdiction of actions. Unless
consented to by the commissioner, all actions or proceedings against the board or a member in his
official capacity, or against anf-arbitrater-or} administrative law judge or the commissioner in his
official capacity shall be brought in the courts of Franklin County.

Section 14. KRS 342.245 is amended to read as follows:
All proceedings of the boardf-arbitraters;} and the administrative law judges shall be recorded in
books kept for that purpose by the commissioner, which shall constitute a public record and shall
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contain an entry of each case, claim, or proceeding considered, heard or passed upon by eachf
arbirater;} administrative law judgef} and the board, with the award, finding or decisions made
thereon.
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Section 15. KRS 342.260 is amended to read as follows:

The commissioner shall prepare administrative regulations as he considers necessary to carry
on the work of the department and the work of thefarbitraters-and} administrative law judges
and may promulgate administrative regulations not inconsistent with this chapter and KRS
Chapter 13A for carrying out the provisions of this chapter.

The commissioner shall develop or adopt life expectancy tables for use in making
computations for the apportionment of benefits under KRS 342.120, computation of attorneys'
fees under KRS 342.320, and for use in all other situations arising under this chapter in which
the calculation of a life expectancy is necessary or desirable, including the computation of
assessments or reserves for self-insurers. The commissioner may adopt life tables published
by the United States Department of Health and Human Services or other life tables developed
by a qualified entity, as determined by the commissioner. The life tables designated by the
commissioner through administrative regulation in effect as of the date of an opinion, award,
or settlement approved by anf—arbitrator—er} administrative law judge shall apply to
computations concerning that opinion, award, or settlement.

Processes and procedure under this chapter shall be as summary and simple as reasonably
possible. The board or any member thereof or anyf-arbitraterer} administrative law judge for
the purpose of this chapter, may subpoena witnesses, administer or cause to have administered
oaths, and examine or cause to have examined those parts of the books and records of the
parties to a proceeding as relate to questions in dispute.

The sheriff shall serve all subpoenas of the boardf;-arbitrators;} and administrative law judges
and shall receive the same fee as provided by law for like service in civil actions. Each witness
who appears in obedience to the subpoena of the board or any|-arbitrater-er}-administrative
law judge shall receive for attendance the fees and mileage for witnesses in civil cases in the
Circuit Courts.

The Circuit Court shall, on application of the board, any member thereof, or any|-arbirater
ef} administrative law judge, enforce by proper proceedings the attendance and testimony of
witnesses and the production and examination of books, papers, and records.

Section 16. KRS 342.265 is amended to read as follows:

If the employee and employer and special fund or any of them reach an agreement conforming
to the provisions of this chapter in regard to compensation, a memorandum of the agreement
signed by the parties or their representatives shall be filed with the commissioner, and, if
approved by anfarbitrater-or} administrative law judge, shall be enforceable pursuant to KRS
342.305. Where all parties have not joined in the settlement agreement, it shall not be
approved unless it is certified that the party not participating in the settlement has been served
with a copy of the agreement not less than ten (10) days prior to submission of the agreement
for approval. This provision shall not be construed to prevent the voluntary payment of
compensation for the periods and in the amounts prescribed by this chapter, but nothing shall
operate as a final settlement except a memorandum of agreement filed with the commissioner
and approved by thef-arbitrator—or] administrative law judge. Upon claims settled after
December 12, 1996, the special fund shall have the option of settling its liability for income
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benefits on the same terms as those reached between the employee and employer. Notice of
the special fund exercise of the option granted in this subsection shall be made by letter of the
director of the special fund mailed to the parties within ten (10) days of receipt by the director
of a copy of the agreement.

Settlement agreements concluded after the effective date of this ActfMarch—31,-1997],
providing for commuted lump-sum payment of future income benefits which would otherwise
be payable in amounts greater than one hundredfter} dollars ($100)[($10)} per week shall not
be approved unless there is reasonable assurance that the worker will have an adequate source
of income during disability. This subsection is remedial and applies to all pending and future
claims.

Upon lump-sum settlement of future periodic payments, the discount rate used in the
calculation of the settlement amount shall not exceed a reasonable amount fixed by the
commissioner. For settlements approved after December 12, 1996, until December 31, 1997,
the true discount rate shall be six percent (6%) compounded annually on each payment. Before
January 1 of each year commencing in 2001f£9981}, the commissioner shall fix the discount
rate to be utilized in the succeeding year based at one-half of one percent (0.5%) belowfupen}
the interest rate paid upon ten (10) year United States Treasury Notes as of Augustiusy 1 of
the preceding year.

If the parties have previously filed an agreement which has been approved by the
administrative law judgef-er—arbitrator], and compensation has been paid or is due in
accordance therewith and the parties thereafter disagree, either party may invoke the
provisions of KRS 342.125, which remedy shall be exclusive.

An application for resolution of claim shall be held in abeyance during any period voluntary
payments of income benefits are being made under any benefit sections of this chapter to the
maximum which the employee's wages shall entitle unless it shall be shown that the
prosecution of the employee's claim would be prejudiced by delay.

Section 17. KRS 342.270 is amended to read as follows:

If the parties fail to reach an agreement in regard to compensation under this chapter, either
party may make written application for resolution of claim. The application must be filed
within two (2) years after the accident, or, in case of death, within two (2) years after the
death, or within two (2) years after the cessation of voluntary payments, if any have been
made. When the application is filed by the employee or during the pendency of that claim, he
shall join all causes of action against the named employer which have accrued and which are
known, or should reasonably be known, to him. Failure to join all accrued causes of action
will result in such claims being barred under this chapter as waived by the employee.

Except with respect to claims for benefits by reason of coal workers' pneumoconiosis, the
commissioner shall issue notice of the filing to all parties and shall promptly assign the claim
to an administrative law judgefarbitrator—for—benefitreview]. The administrative law
judgefarbitrator] shall facilitate the exchange of information pertinent to the claim pursuant
to administrative regulations promulgated by the commissioner. Within forty-five (45) days
of the date of issuance of the notice required by this section, the employer or carrier shall file
notice of claim denial or acceptance, setting forth specifically those material matters which
are admitted, those which are denied, and the basis of any denial of the claim.
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A1 Within one hundred twenty (120) days of the effective date of this ActfPDecember12-1996],
the commissioner shall promulgate administrative regulations establishing procedures for the

resolution of claimsf—which-shal-include—benefitreview]. The administrative regulations

promulgated pursuant to the provisions of this subsection shall be effective on an emergency
basis and be applied to all pending claims.

Section 18. KRS 342.275 is amended to read as follows:

2}-The commissioner shall promptly issue notice of the assignment of the claim to an
administrative law judge, time for presentation of proof and of the time and place of a benefit
review conferencefhearing}. The administrative law judge may confer informally with the
parties for the purpose of defining and narrowing the issues, discussing settlement, and
considering other relevant matters that may aid in the disposition of the case.

(2)F3)}-The administrative law judge may grant continuances or grant or deny any benefits
afforded under this chapter, including interlocutory relief, according to criteria established
in administrative regulations promulgated by the commissioner. The administrative law judge
shall render the award, order, or decision within sixty (60) days following the final hearing
unless extension is mutually agreed to by all parties. The award, order, or decision, together
with a statement of the findings of fact, rulings of law, and any other matters pertinent to the
question at issue shall be filed with the record of proceedings, and a copy of the award, order,
or decision shall immediately be sent to the parties in dispute.

Section 19. KRS 342.281 is amended to read as follows:

Within fourteen (14) days from the date of the award, order, or decision any party may file a petition

for reconsideration of the award, order, or decision of the|-arbitrator-er} administrative law judge.

The petition for reconsideration shall clearly set out the errors relied upon with the reasons and
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argument for reconsideration of the pending award, order, or decision. All other parties shall have
ten (10) days thereafter to file a response to the petition. The administrative law judge shall be
limited in the review to the correction of errors patently appearing upon the face of the award, order,
or decision and shall overrule the petition for reconsideration or make any correction within ten
(10) days after submission.

Section 20. KRS 342.305 is amended to read as follows:

Any party in interest may file in the Circuit Court of the county in which the injury occurred a
certified copy of a memorandum of agreement approved by thef-arbitrater-or} administrative law
judge, or of an order or decision of thef-arbitrator;} administrative law judgef} or board, or of an
award of thef-arbitrator-or} administrative law judge unappealed from, or of an award of the board
rendered upon an appeal whether or not there is a motion to reopen or review pending under KRS
342.125. The court shall render judgment in accordance therewith and notify the parties. Such
judgment shall have the same effect, and all proceedings in relation thereto shall thereafter be the
same as though it had been rendered in a suit duly heard and determined by that court. Any such
judgment, unappealed from or affirmed on appeal or modified in obedience to the mandate of the
Court of Appeals, shall be modified to conform to any decision of thef-arbitrator-er}-administrative
law judge ending, diminishing, or increasing any weekly payment under the provisions of KRS
342.125 upon a presentation to it of a certified copy of such decision.

Section 21. KRS 342.310 is amended to read as follows:

(1) If any|-arbirater;} administrative law judge, the board, or any court before whom any
proceedings are brought under this chapter determines that such proceedings have been
brought, prosecuted, or defended without reasonable ground, he or it may assess the whole
cost of the proceedings which shall include actual expenses but not be limited to the following:
court costs, travel expenses, deposition costs, physician expenses for attendance fees at
depositions, attorney fees, and all other out-of-pocket expenses upon the party who has so
brought, prosecuted, or defended them.

(2) If any|-arbitrator;} administrative law judge, the board, or any court before whom any
proceedings are brought under this chapter determines that a party has committed acts in
violation of KRS 342.335(1) or (2), that party may be ordered to make restitution for any
compensation paid as a result of the commission of such acts.

Section 22. KRS 342.315 is amended to read as follows:

(1) The commissioner shall contract with the University of Kentucky and the University of
Louisville medical schools to evaluate workers who have had injuries or become affected by
occupational diseases covered by this chapter. Referral for evaluation may be made to one (1)
of the medical schools whenever a medical question is at issue.

(2) The physicians and institutions performing evaluations pursuant to this section shall render
reports encompassing their findings and opinions in the form prescribed by the commissioner.
The clinical findings and opinions of the designated evaluator shall be afforded presumptive
weight byf-arbitraters—and} administrative law judges and the burden to overcome such
findings and opinions shall fall on the opponent of that evidence. When|-arbitraters—or}
administrative law judges reject the clinical findings and opinions of the designated evaluator,
they shall specifically state in the order the reasons for rejecting that evidence.
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The commissionerf;—an-arbitrater;} or an administrative law judge may, upon the application
of any party or upon his own motion, direct appointment by the commissioner, pursuant to
subsection (1) of this section, of a medical evaluator to make any necessary medical
examination of the employee. Such medical evaluator shall file with the commissioner within
fifteen (15) days after such examination a written report. The medical evaluator appointed
may charge a reasonable fee not exceeding fees established by the commissioner for those
services.

Within thirty (30) days of the receipt of a statement for the evaluation, the employer or carrier
shall pay the cost of the examination. Upon notice from the commissioner that an evaluation
has been scheduled, the insurance carrier shall forward within seven (7) days to the employee
the expenses of travel necessary to attend the evaluation at a rate equal to that paid to state
employees for travel by private automobile while conducting state business.

Upon claims in which it is finally determined that the injured worker was not the employee
at the time of injury of an employer covered by this chapter, the special fund shall reimburse
the carrier for any evaluation performed pursuant to this section for which the carrier has been
erroneously compelled to make payment.

Not less often than annually the designee of the secretary of the Cabinet for Health Services
shall assess the performance of the medical schools and render findings as to whether
evaluations conducted under this section are being rendered in a timely manner, whether
examinations are conducted in accordance with medically recognized techniques, whether
impairment ratings are in conformity with standards prescribed by the latest edition available
of the "Guides to the Evaluation of Permanent Impairment” published by the American
Medical Association, and whether coal workers' pneumoconiosis examinations are conducted
in accordance with the standards prescribed in this chapter.

Section 23. KRS 342.316 is amended to read as follows:

(@) The employer liable for compensation for occupational disease shall be the employer in
whose employment the employee was last exposed to the hazard of the occupational disease.
During any period in which this section is applicable to a coal mine, an operator who acquired
it or substantially all of its assets from a person who was its operator on and after January 1,
1973, shall be liable for, and secure the payment of, the benefits which would have been
payable by the prior operator under this section with respect to miners previously employed
in the mine if it had not been acquired by such later operator. At the same time, however, this
subsection does not relieve the prior operator of any liability under this section. Also, it does
not affect whatever rights the later operator might have against the prior operator; and

(b) The time of the beginning of compensation payments shall be the date of the employee's
last injurious exposure to the cause of the disease, or the date of actual disability,
whichever is later.

The procedure with respect to the giving of notice and determination of claims in occupational
disease cases and the compensation and medical benefits payable for disability or death due
to the disease shall be the same as in cases of accidental injury or death under the general
provisions of this chapter, except that notice of claim shall be given to the employer as soon
as practicable after the employee first experiences a distinct manifestation of an occupational
disease in the form of symptoms reasonably sufficient to apprise him that he has contracted
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the disease, or a diagnosis of the disease is first communicated to him, whichever shall first

occur.

The procedure for filing occupational disease claims shall be as follows:

(@) The application for resolution of claim shall set forth the complete work history of the
employee with a concise description of injurious exposure to a specific occupational
disease, together with the name and addresses of the employer or employers with the
approximate dates of employment. The application shall also include at least one (1)
written medical report supporting his claim. This medical report shall be made on the

basis of clinical or X-ray examination performed in accordance with accepted medical
standards and shall contain full and complete statements of all examinations performed
and the results thereof. The report shall be made by a duly-licensed physician. The
commissioner shall promulgate administrative regulations which prescribe the format
of the medical report required by this section and the manner in which the report shall
be completed.

1.

For coal-related occupational pneumoconiosis claims, each clinical examination
shall include a chest X-ray examination as well as spirometric tests when
pulmonary dysfunction is alleged.

For other compensable occupational pneumoconiosis claims, each clinical
examination shall include a chest X-ray examination and appropriate pulmonary
function tests.

(b) To be admissible, medical evidence offered in any proceeding under this chapter for
determining a claim for occupational pneumoconiosis resulting from exposure to coal
dust shall comply with accepted medical standards as follows:

1.

Chest X-rays shall be of acceptable quality with respect to exposure and
development and shall be indelibly labeled with the date of the X-ray and the name
and Social Security number of the claimant. Physicians' reports of X-ray
interpretations shall: identify the claimant by name and Social Security number;
include the date of the X-ray and the date of the report; classify the X-ray
interpretation using the latest ILO Classification and be accompanied by a
completed copy of the latest ILO Classification report.

Spirometric testing shall be conducted in accordance with the standards
recommended in the latest edition available of the "Guides to the Evaluation of
Permanent Impairment” published by the American Medical Association and the
1978 ATS epidemiology standardization project with the exception that the
predicted normal values for lung function shall not be adjusted based upon the
race of the subject. The FVC or the FEV1 values shall represent the largest of such
values obtained from three (3) acceptable forced expiratory volume maneuvers as
corrected to BTPS (body temperature, ambient pressure and saturated with water
vapor at these conditions) and the variance between the two (2) largest acceptable
FVC values shall be either less than five percent (5%) of the largest FVC value or
less than one hundred (100) milliliters, whichever is greater. The variance between
the two (2) largest acceptable FEV1 values shall be either less than five percent
(5%) of the largest FEV1 value or less than one hundred (100) milliliters,
whichever is greater. Reports of spirometric testing shall include a description by
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the physician of the procedures utilized in conducting such spirometric testing and
a copy of the spirometric chart and tracings from which spirometric values
submitted as evidence were taken.

The commissioner shall promulgate administrative regulations pursuant to KRS
Chapter 13A as necessary to effectuate the purposes of this section. The
commissioner shall periodically review the applicability of the spirometric test
values contained in the latest edition available of the "Guides to the Evaluation of
Permanent Impairment” published by the American Medical Association and may
by administrative regulation substitute other spirometric test values which

are found to be more closely representative of the normal pulmonary function of
the coal mining population.

The procedure for determination of occupational disease claims shall be as
follows:

a. Immediately upon receipt of an application for resolution of claim, the
commissioner shall notify the responsible employer and all other interested
parties and shall furnish them with a full and complete copy of the
application.

b. The commissioner shall assign the claim to an administrative law
judgefarbitrator} and shall promptly refer the employee to such physician or
medical facility as the commissioner may select for examination. The report
from this examination shall be provided to all parties of record. The
employee shall not be referred by the commissioner for examination within
two (2) years following any prior referral for examination for the same
disease.

c.  Within forty-five (45) days following the notice of filing an application for
resolution of claim, the employer or carrier shall notify the commissioner
and all parties of record of its acceptance or denial of the claim. A denial
shall be in writing and shall state the specific basis for the denial.

d.  The administrative law judgefarbitrator} shall conduct such proceedings as
are necessary to resolve the claim and shall have authority to grant or deny
any relief, including interlocutory relief, to order additional proof, to conduct
a benefit review conference, or to take such other action as may be
appropriate to resolve the claim.

e.  Unless a voluntary settlement is reached by the parties, the administrative
law judgefarbitrater] shall issue a written determination within ninety (90)
days following assignment of the claim. The written determination shall
address all contested issues and shall be enforceable under KRS 342.305.

5. The procedure for appeal from a determination of an administrative law

judgefarbitrator] shall be as set forth in KRS 342.275.

(@) The right to compensation under this chapter resulting from an occupational disease shall
be forever barred unless a claim is filed with the commissioner within three (3) years after the
last injurious exposure to the occupational hazard or after the employee first experiences a
distinct manifestation of an occupational disease in the form of symptoms reasonably
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sufficient to apprise him that he has contracted the disease, whichever shall last occur; and if
death results from the occupational disease within that period, unless a claim therefor be filed
with the commissioner within three (3) years after the death; but that notice of claim shall be
deemed waived in case of disability or death where the employer, or his insurance carrier,
voluntarily makes payment therefor, or if the incurrence of the disease or the death of the
employee and its cause was known to the employer. However, the right to compensation for
any occupational disease shall be forever barred, unless a claim is filed with the commissioner
within five (5) years from the last injurious exposure to the occupational hazard, except that,
in cases of radiation disease or asbestos-related disease, a claim

must be filed within twenty (20) years from the last injurious exposure to the
occupational hazard.

(b) Income benefits for the disease of pneumoconiosis resulting from exposure to coal dust
or death therefrom shall not be payable unless the employee has been exposed to the
hazards of such pneumoconiosis in the Commonwealth of Kentucky over a continuous
period of not less than two (2) years during the ten (10) years immediately preceding
the date of his last exposure to such hazard, or for any five (5) of the fifteen (15) years
immediately preceding the date of such last exposure.

The amount of compensation payable for disability due to occupational disease or for death
from the disease, and the time and manner of its payment, shall be as provided for under the
general provisions of the Workers' Compensation Act, but:

(@ Inno event shall the payment exceed the amounts that were in effect at the time of the
last injurious exposure;

(b) The time of the beginning of compensation payments shall be the date of the employee's
last injurious exposure to the cause of the disease, or the date of actual disability,
whichever is later; and

(¢) In case of death where the employee has been awarded compensation or made
timelyclaim within the period provided for in this section, and an employee has suffered
continuous disability to the date of his death occurring at any time within twenty (20)
years from the date of disability, his dependents, if any, shall be awarded compensation
for his death as provided for under the general provisions of the Workers' Compensation
Act and in this section, except as provided in KRS 342.750(6).

If an autopsy has been performed, no testimony relative thereto shall be admitted unless the
employer or his representative has available findings and reports of the pathologist or doctor
who performed the autopsy examination.

No compensation shall be payable for occupational disease if the employee at the time of
entering the employment of the employer by whom compensation would otherwise be
payable, falsely represented himself, in writing, as not having been previously disabled, laid
off, or compensated in damages or otherwise, because of the occupational disease, or failed
or omitted truthfully to state to the best of his knowledge, in answer to written inquiry made
by the employer, the place, duration, and nature of previous employment, or, to the best of his
knowledge, the previous state of his health.

No compensation for death from occupational disease shall be payable to any person whose
relationship to the deceased, which under the provisions of this chapter would give right to
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compensation, arose subsequent to the beginning of the first compensable disability, except
only for after-born children of a marriage existing at the beginning of such disability.

Whenever any claimant misconceives his remedy and files an application for adjustment of
claim under the general provisions of this chapter and it is subsequently discovered, at any
time before the final disposition of the cause, that the claim for injury, disability, or death
which was the basis for his application should properly have been made under the provisions
of this section, then the application so filed may be amended in form or substance, or both, to
assert a claim for injury, disability, or death under the provisions of this section, and it shall
be deemed to have been so filed as amended on the date of the original filing thereof, and
compensation may be awarded that is warranted by the whole evidence pursuant to the
provisions of this chapter. When amendment of this type is submitted, further or additional
evidence may be heard when deemed necessary. Nothing this section contains shall be
construed to be or permit a waiver of any of the provisions of this chapter with reference to
notice of time for filing of a claim, but notice of filing a claim, if given or done, shall be
deemed to be a notice of filing of a claim under provisions of this chapter, if given or done
within the time required by this subsection.

When an employee has an occupational disease that is covered by this chapter, the employer
in whose employment he was last injuriously exposed to the hazard of the disease, and the
employer's insurance carrier, if any, at the time of the exposure, shall alone be liable therefor,
without right to contribution from any prior employer or insurance carrier, except as otherwise
provided in this chapter.

(@) Income benefits for coal-related occupational pneumoconiosis shall be paid fifty percent
(50%) by the Kentucky coal workers' pneumoconiosis fund as established in KRS 342.1242
and fifty percent (50%) by the employer in whose employment the employee was last exposed
to the hazard of that occupational disease.

(b) Compensation for all other occupational disease shall be paid by the employer in whose
employment the employee was last exposed to the hazards of the occupational disease.

A concluded claim for benefits by reason of contraction of coal workers' pneumoconiosis in
the severance or processing of coal shall bar any subsequent claim for benefits by reason of
contraction of coal workers' pneumoconiosis, unless there has occurred in the interim between
the conclusion of the first claim and the filing of the second claim at least two (2) years of
employment wherein the employee was continuously exposed to the hazards of the disease in
the Commonwealth.

Section 24. KRS 342.320 is amended to read as follows:

All fees of attorneys and physicians, and all charges of hospitals under this chapter, shall be
subject to the approval of an administrative law judgef-orarbitrater] pursuant to the statutes
and administrative regulations.

In an original claim, attorney's fees for services under this chapter on behalf of an employee
shall be subject to the following maximum limits:

(@) Twenty percent (20%) of the first twenty-five thousand dollars ($25,000) of the award,
fifteen percent (15%) of the next ten thousand dollars ($10,000), and five percent (5%)
of the remainder of the award, not to exceed a maximum fee of twelve thousand
dollars ($12,000)fw » i & :
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ncluding-the-date-ofa-written-determination-by-the-arbitrater]. This fee shall be paid by

the employee from the proceeds of the award or settlement.

pner—te—Deeemleer—LZ—}Q%—shal-l—net} be subject to the condltlons of
paragraph{-p&ragtaphs} (a){—(b)—and—(@} of thls subsectlon[—andtheJawexlstmgeHhe

In approving an allowance of attorney's fees, the administrative Iawjudgefeea#bitrater—}shall
consider the extent, complexity, and quality of services rendered, and in the case of death, the
Remarriage Tables of the Dutch Royal Insurance Institute. An attorney's fee may be denied
or reduced upon proof of solicitation by the attorney. However, this provision shall not be
construed to preclude advertlsmg in conformity W|th standards prescribed by the Kentucky
Supreme Court. ' 3

attorneys-fee:}

No attorney's fee in any case involving benefits under this chapter shall be paid until the fee
is approved by the|arbitrater-er} administrative law judge, and any contract for the payment
of attorney's fees otherwise than as provided in this section shall be void. The motion for
approval of an attorneys fee shall be submltted within thirty (30) days followmg flnallty of

law-wdge] Except when the attorneys fee IS to be pald by the employer or carrier, the
attorney's fee shall be paid in one (1) of the following ways:

(@ The employee may pay the attorney's fee out of his personal funds or from the proceeds
of a lump-sum settlement; or

(b) Thef-arbitrater-or} administrative law judge, upon request of the employee, may order
the payment of the attorney's fee in a lump sum directly to the attorney of record and
deduct the attorney's fee from the weekly benefits payable to the employee in equal
installments over the duration of the award or until the attorney's fee has been paid,
commuting sufficient sums to pay the fee.
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At the commencement of the attorney-client relationship, the attorney shall explain to the
employee the methods by which this section provides for the payment of the attorney's fee,
and the employee shall select the method in which his attorney's fee is to be paid. His selection
and statement that he fully understands the method to be used shall be submitted by his
attorney, on a notarized form signed by the employee, at the time the motion for approval of
the attorney's fee is submitted. The commissioner shall develop the format and content of the
form to be used pursuant to this section. The form to be used shall list on its

face all options permitted in this section for the payment of an attorney's fees and contain an
explanation in nontechnical language of each method.

The General Assembly declares that by the enactment of KRS 342.316(3), it is the legislative
intent to encourage settlement and prompt administrative handling of those claims and thereby
reduce expenses to claimants for compensation under the provisions of KRS 342.316, and the
administrative law judgef-and-arbitrator] shall give due regard to this legislative intent in the
handling of uncontested claims and the allowance of attorney's fees therein.

In a claim that has been reopened pursuant to the provisions of this chapter, an attorney's fee
may be awarded by thef-arbitrator-or} administrative law judge subject to the limits set forth
in subsection (2) of this section. In awarding the attorney's fee, the|—arbitrator—or}
administrative law judge shall consider the factors set forth in subsection (3) of this section.
If no additional amount is recovered upon reopening, no attorney's fee shall be awarded. No
attorney's fee shall be allowed or approved exceeding the amounts provided in subsection
(2)(a)fby} of this section applicable to any additional amount recovered.

Attorney's fees for representing employers in proceedings under this chapter pursuant to
contract with the employer shall be subject to approval of the administrative law judgef-or
arbitrator] in the same manner as prescribed for attorney representation of employees.
Employer attorney's fees are subject to the limitation of twelve thousand dollars

($12 OOO){rseme—Hmttatlens—as—te} maX|mum fees{—at—eac—h—tevel} except that fees for{

($2—G@9)—Fees—fe¥-} representlng employers shaII not be dependent upon the result achleved
Employer attorney's fees may be paid on a periodic basis while a claim is adjudicated and
the payments need not be approved until the claims resolution process is completed. Fees
for legal services in presenting a claim for reimbursement to the director of the Kentucky coal
workers' pneumoconiosis fund shall not exceed one thousand dollars ($1,000). All such
approved fees shall be paid by the employer and in no event shall exceed the amount the
employer agreed by contract to pay.

Section 25. KRS 342.325 is amended to read as follows:

All questions arising under this chapter, if not settled by agreement of the parties interested therein,
with the approval of thef-arbitrater—er} administrative law judge, shall be determined by thef
arbitrater-or} administrative law judge except as otherwise provided in this chapter.

Section 26. KRS 342.435 is amended to read as follows:
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Annually on or before the fifteenth day of December, the commissioner shall make a report to the
Governor for the preceding fiscal year, which shall include a statement of the number of awards
made and of claims rejected by the board and eachf-arbitrater—and} administrative law judge, a
general statement of the causes of accident leading to the injuries for which awards were made or
rejected claims based, together with any other information which the commissioner deems proper
to call to the attention of the Governor, including any recommendations he may have to make, and
it shall be the duty of the commissioner to publish and distribute among employers and employees
any general information as to the business transacted by the department as may be useful and
necessary. The annual report shall not exceed ten thousand (10,000) copies. All printing of the
department shall be done by the contractor or contractors for public printing, subject to the
provisions of the general laws governing public printing applicable thereto.

Section 27. KRS 342.700 is amended to read as follows:

(1) Whenever an injury for which compensation is payable under this chapter has been sustained
under circumstances creating in some other person than the employer a legal liability to pay
damages, the injured employee may either claim compensation or proceed at law by civil
action against the other person to recover damages, or proceed both against the employer for
compensation and the other person to recover damages, but he shall not collect from both. If
the injured employee elects to proceed at law by civil action against the other person to
recover damages, he shall give due and timely notice to the employer and the special fund of
the filing of the action. If compensation is awarded under this chapter, the employer, his
insurance carrier, the special fund, and the uninsured employer's fund, or any of them, having
paid the compensation or having become liable therefor, may recover in his or its own name
or that of the injured employee from the other person in whom legal liability for damages
exists, not to exceed the indemnity paid and payable to the injured employee, less the
employee's legal fees and expense. The notice of civil action shall conform in all respects to
the requirements of KRS 411.188(2).

(2) A principal contractor, intermediate, or subcontractor shall be liable for compensation to any
employee injured while in the employ of any one (1) of his intermediate or subcontractors and
engaged upon the subject matter of the contract, to the same extent as the immediate employer.
Any principal, intermediate, or subcontractor who pays the compensation may recover the
amount paid from any subordinate contractor through whom he has been rendered liable under
this section. Every claim to compensation under this subsection shall in the first instance be
presented to and instituted against the immediate employer, but the proceedings shall not
constitute a waiver of the employee's rights to recover compensation under this chapter from
the principal or intermediate contractor nor shall the claim be barred by limitations, if the
claim is filed against the principal or intermediate contractor within one (1) year after a final
unappealed order has been rendered by anfarbitrater-er} administrative law judge determining
that immediate employer has insufficient security to pay the full and maximum benefits that
could be determined to be due him under this chapter. The collection of full compensation
from one employer shall bar recovery by the employee against any other. But he shall not
collect from all a total compensation in excess of the amount for which his immediate
employer is liable. This subsection shall apply only in cases where the injury occurred on, in,
or about the premises on which the principal contractor has undertaken to execute work or
which are under his control otherwise or management.
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It shall be considered to be contrary to public policy and unlawful for any owner or employer
to require another employer to waive its remedies granted by this section as a condition of
receiving a contract or purchase order. Furthermore, in selecting between two (2) or more
contractors or suppliers, consideration may not be given by an owner or employer to whether
one (1) contractor or supplier voluntarily waives its remedies under this section or offers to
accept lesser compensation than another contractor or supplier for that waiver of remedies.

Section 28. KRS 342.710 is amended to read as follows:

One of the primary purposes of this chapter shall be restoration of the injured employee to
gainful employment, and preference shall be given to returning the employee to employment
with the same employer or to the same or similar employment.

The commissioner shall continuously study the problems of rehabilitation, both physical and
vocational, and shall investigate and maintain a directory of all rehabilitation facilities, both
private and public.

An employee who has suffered an injury covered by this chapter shall be entitled to prompt
medical rehabilitation services for whatever period of time is necessary to accomplish
physical rehabilitation goals which are feasible, practical, and justifiable. When as a result of
the injury he is unable to perform work for which he has previous training or experience, he
shall be entitled to such vocational rehabilitation services, including retraining and job
placement, as may be reasonably necessary to restore him to suitable employment. In all such
instances, thefarbitrater-or} administrative law judge shall inquire whether such services have
been voluntarily offered and accepted. Thefarbitrator-er} administrative law judge on his own
motion, or upon application of any party or carrier, after affording the parties an opportunity
to be heard, may refer the employee to a qualified physician or facility for evaluation of the
practicability of, need for, and kind of service, treatment, or training necessary and appropriate
to render him fit for a remunerative occupation. Upon receipt of such report, thef-arbitrator
ef} administrative law judge may order that the services and treatment recommended in the
report, or such other rehabilitation treatment or service likely to return the employee to
suitable, gainful employment, be provided at the expense of the employer or his insurance
carrier. Vocational rehabilitation training, treatment, or service shall not extend for a period
of more than fifty-two (52) weeks, except in unusual cases when by special order of thef
arbitrator-er} administrative law judge, after hearing and upon a finding, determined by sound
medical evidence which indicates such further rehabilitation is feasible, practical, and
justifiable, the period may be extended for additional periods.

Where rehabilitation requires residence at or near the facility or institution, away from the
employee's customary residence, reasonable cost of his board, lodging, or travel shall be paid
for by the employer or his insurance carrier.

Refusal to accept rehabilitation pursuant to an order of anf-arbirater-er} administrative law
judge shall result in a fifty percent (50%) loss of compensation for each week of the period of
refusal.

The commissioner shall cooperate on a reciprocal basis with the Department of VVocational
Rehabilitation and the Department for Employment Services of the Kentucky Cabinet for
Workforce Development. In the event medical treatment, medical rehabilitation services, or
vocational rehabilitation services are purchased for an injured employee by the Department
of Vocational Rehabilitation or Department for Employment Services following the refusal
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by the employer or his insurance carrier to provide such services, thef-arbitrator—or}
administrative law judge, after affording the parties an opportunity to be heard, may order
reimbursement of the cost of such treatment or services by the employer or his insurance
carrier as apportioned in the award. This section shall not be interpreted to require mandatory
evaluation of employees based on length of disability. Any administrative regulations
promulgated pursuant to this section that require mandatory referral to a qualified
rehabilitation counselor shall expire on April 4, 1994.

An employee who is enrolled and participating in a program of rehabilitation training pursuant
to this section may elect to receive an acceleration of benefits as awarded under KRS 342.730.
Such acceleration shall be available to the employee during the period of retraining, but in no
event shall be paid in a weekly amount greater than sixty-six and twothirds percent (66-2/3%)
of the average weekly wage upon which the award is based, not to exceed one hundred percent
(100%) of the state average weekly wage. Upon successful completion of the rehabilitation
program, the total of all accelerated benefits paid shall be deducted on a dollar-for-dollar
basis, without discount, from weekly benefits otherwise due the employee subject to the
maximum amount of the award. Such remaining benefits, if any, shall then be divided by the
number of weeks remaining payable under the award, and that amount shall be the weekly
benefit due the employee. If a program of rehabilitation training is terminated by the employee
prior to completion, all sums paid on an accelerated basis shall be discounted at the rate set
forth in KRS 342.265 and then deducted on a dollar-fordollar basis from weekly benefits
otherwise due the employee subject to the maximum amount of the award. Such remaining
benefits, after the discount, shall be divided by the number of weeks remaining payable under
the award, and that amount shall be the weekly benefit due the employee. In no event shall
this subsection be construed as requiring payment of benefits in excess of the total of those
benefits which would otherwise be payable under the award.

Section 29. KRS 342.715 is amended to read as follows:

Notwithstanding the provisions of KRS 342.730, during the period the employee is eligible for
permanent total disability benefits and is actively participating in a vocational or physical
rehabilitation program, pursuant to an order of thef-arbitrator—or} administrative law judge, the
employee's benefits shall be calculated by taking eighty percent (80%) of his average weekly wage,
but not more than one hundred percent (100%) of the state's average weekly wage, times the
permanent disability rating as determined in this chapter.

1)

Section 30. KRS 342.730 is amended to read as follows:

Except as provided in KRS 342.732, income benefits for disability shall be paid to the
employee as follows:

(@) For temporary or permanent total disability, sixty-six and two-thirds percent (66-2/3%)
of the employee's average weekly wage but not more than one hundred percent (100%)
of the state average weekly wage and not less than twenty percent (20%) of the state
average weekly wage as determined in KRS 342.740 during that disability.
Nonworkrelated impairment and conditions compensable under KRS 342.732 and
hearing loss covered in KRS 342.7305 shall not be considered in determining whether
the employee is totally disabled for purposes of this subsection.

(b) For permanent partial disability, sixty-six and two-thirds percent (66-2/3%) of the
employee's average weekly wage but not more than seventy-five percent (75%) of the
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state average weekly wage as determined by KRS 342.740, multiplied by the permanent
impairment rating caused by the injury or occupational disease as determined by
"Guides to the Evaluation of Permanent Impairment,” American Medical Association,
latest edition available, times the factor set forth in the table that follows:

AMA Impairment Factor

0 to 5% 0.65{6-75}
6 to 10% 0.85(1-06}
11 to 15% 1.00-25}
16 to 20% 1.00H-563
21 to 25% 1.15-75)
26 to 30% 1.35[2:663
31to 35% 1.50(2:25}
36% and above 1.70f2:561

Any temporary total disability period within the maximum period for permanent, partial
disability benefits shall extend the maximum period but shall not make payable a weekly
benefit exceeding that determined in subsection (1)(a) of this section. Notwithstanding
any section of this chapter to the contrary, there shall be no minimum weekly income
benefit for permanent partial disability and medical benefits shall be paid for the
duration of the disability.

1. If, due to an injury, an employee does not retain the physical capacity to return to the
type of work that the employee performed at the time of injury, the benefit for permanent
partial disability shall be multiplied by three (3)fone-and-one-hal{1-1/2}} times the
amount otherwise determined under paragraph (b) of this subsection, but this provision
shall not be construed so as to extend the duration of payments; orf}

2. If an employee returns to work at a weekly wage equal to or greater than the
average weekly wage at the time of injury, the weekly benefit for permanent

partial disability shall be determinedfetherwise-payable} under paragraph (b) of
this subsectionf-shat-bereduced-by-one-hal{1/2)} for each week during which

that employment is sustained. During any period of cessation of that employment,
temporary or permanent, for any reason, with or without cause, payment of weekly
benefits for permanent partial disability during the period of cessation shall be two
(2) times the amount otherwise payable underfrestored-to-the-rate-preseribed-in}
paragraph (b) of this subsection. This provision shall not be construed so as to
extend the duration of payments.

3. Recognizing that limited education and advancing age impact an employee's
post-injury earning capacity, an education and age factor, when applicable,
shall be added to the income benefit multiplier set forth in paragraph (c)1. of
this subsection. If at the time of injury, the employee had less than eight (8)
years of formal education, the multiplier shall be increased by four-tenths (0.4);
if the employee had less than twelve (12) years of education or a high school
General Educational Development diploma, the multiplier shall be increased by
two-tenths (0.2); if the employee was age sixty (60) or older, the multiplier shall
be increased by six-tenths (0.6); if the employee was age fiftyfive (55) or older,
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the multiplier shall be increased by four-tenths (0.4); or if the employee was age
fifty (50) or older, the multiplier shall be increased by two-tenths (0.2).

4.  Notwithstanding the provisions of KRS 342.125, a claim may be reopened at any
time during the period of permanent partial disability in order to conform the
award payments with the requirements of subparagraph 2. of this paragraph.

(d) For permanent partial disability, if an employee has a permanent disability rating of fifty
percent (50%) or less as a result of a work-related injury, the compensable permanent
partial disability period shall be four hundred twenty-five (425) weeks, and if the
permanent disability rating is greater than fifty percent (50%), the compensable
permanent partial disability period shall be five hundred twenty (520) weeks from the
date the impairment or disability exceeding fifty percent (50%) arises. Benefits payable
for permanent partial disability shall not exceed ninety-nine percent (99%) of sixty-six
and two-thirds percent (66-2/3%) of the employee's average weekly wage as determined
under KRS 342.740 and shall not exceed seventy-five percent (75%) of the state average
weekly wage, except for benefits payable pursuant to paragraph (c)1. of this subsection,
which shall not exceed one hundred percent (100%) of the state average weekly wage,
nor shall benefits for permanent partial disability be payable for a period exceeding five
hundred twenty (520) weeks, notwithstanding that multiplication of impairment times
the factor set forth in paragraph (b) of this subsection would yield a greater percentage
of disability.

(e) Forpermanent partial disability, impairment for nonwork-related disabilities, conditions
previously compensated under this chapter, conditions covered by KRS 342.732, and
hearing loss covered in KRS 342.7305 shall not be considered in determining the extent
of disability or duration of benefits under this chapter.

The period of any income benefits payable under this section on account of any injury shall
be reduced by the period of income benefits paid or payable under this chapter on account of
a prior injury if income benefits in both cases are for disability of the same member or
function, or different parts of the same member or function, and the income benefits payable
on account of the subsequent disability in whole or in part would duplicate the income benefits
payable on account of the pre-existing disability.

Subject to the limitations contained in subsection (4) of this section, when an employee, who
has sustained disability compensable under this chapter, and who has filed, or could have
timely filed, a valid claim in his lifetime, dies from causes other than the injury before the
expiration of the compensable period specified, portions of the income benefits specified and
unpaid at the individual's death, whether or not accrued or due at his death, shall be paid,
under an award made before or after the death, for the period specified in this section, to and
for the benefit of the persons within the classes at the time of death and in the proportions and
upon the conditions specified in this section and in the order named:

(@ Tothe widow or widower, if there is no child under the age of eighteen (18) or incapable
of self-support, benefits at fifty percent (50%) of the rate specified in the award; or

(b) If there are both a widow or widower and such a child or children, to the widow or
widower, forty-five percent (45%) of the benefits specified in the award, or forty percent
(40%) of those benefits if such a child or children are not living with the widow or
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widower; and, in addition thereto, fifteen percent (15%) of the benefits specified in the
award to each child. Where there are more than two (2) such children,

the indemnity benefits payable on account of two (2) children shall be divided among
all the children, share and share alike; or

(c) Ifthereis nowidow or widower but such a child or children, then to the child or children,
fifty percent (50%) of the benefits specified in the award to one (1) child, and fifteen
percent (15%) of those benefits to a second child, to be shared equally. If there are more
than two (2) such children, the indemnity benefits payable on account of two (2) children
shall be divided equally among all the children; or

(d) If there is no survivor in the above classes, then the parent or parents wholly or partly
actually dependent for support upon the decedent, or to other wholly or partly actually
dependent relatives listed in paragraph (g) of subsection (1) of KRS 342.750, or to both,
in proportions that the commissioner provides by administrative regulation.

(e) To the widow or widower upon remarriage, up to two (2) years, benefits as specified in
the award and proportioned under paragraphs (a) or (b) of this subsection, if the
proportioned benefits remain unpaid, to be paid in a lump sum.

All income benefits payable pursuant to this chapter shall terminate as of the date upon which
the employee qualifies for normal old-age Social Security retirement benefits under the
United States Social Security Act, 42 U.S.C. secs. 301 to 1397f, or two (2) years after the
employee's injury or last exposure, whichever last occurs. In like manner all income benefits
payable pursuant to this chapter to spouses and dependents shall terminate when such spouses
and dependents qualify for benefits under the United States Social Security Act by reason of
the fact that the worker upon whose earnings entitlement is based would have qualified for
normal old-age Social Security retirement benefits.

All income benefits pursuant to this chapter otherwise payable for temporary total and
permanent total disability shall be offset by unemployment insurance benefits paid for
unemployment during the period of temporary total or permanent total disability.

All income benefits otherwise payable pursuant to this chapter shall be offset by payments
made under an exclusively employer-funded disability or sickness and accident plan which
extends income benefits for the same disability covered by this chapter, except where the
employer-funded plan contains an internal offset provision for workers' compensation
benefits which is inconsistent with this provision.

If an employee receiving a permanent total disability award returns to work, that employee
shall notify the employer, payment obligor, insurance carrier, or special fund as applicable.

Section 31. KRS 342.732 is amended to read as follows:

Notwithstanding any other provision of this chapter, income benefits and retraining incentive
benefits for occupational pneumoconiosis resulting from exposure to coal dust in the
severance or processing of coal shall be paid as follows:

(@ If an employee has a radiographic classification of category 1/1 or 1/2, based on the
latest ILO International Classification of Radiographics, resulting from exposure to coal
dust, which is validated by report of X-ray which conforms to the standards for Xrays
contained in subsection (3) of KRS 342.316, and respiratory impairment resulting from
exposure to coal-mine dust as evidenced by spirometric test values of fifty-five percent
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(55%) or more but less than eighty percent (80%) of the predicted normal values
contained in the chapter on the respiratory system of the latest edition available of the
"Guides to the Evaluation of Permanent Impairment" of the American Medical
Association, the employee shall be awarded a one (1) time only retraining incentive
benefit which shall be an amount equal to sixty-six and two-thirds percent (66-2/3%) of
the employee's average weekly wage as determined by KRS 342.740 but not more than
seventy-five percent (75%) of the state average weekly wage, payable semimonthly for
a period not to exceed one hundred four (104) weeks. These benefits shall be paid only
while the employee is enrolled and actively and successfully participating as a full-time
student taking twenty-four (24) or more instruction hours per week in a bona fide
training or education program approved under administrative regulations to be
promulgated by the commissioner. The employer shall also pay, directly to the
institution conducting the training or education program, instruction, tuition, and
material costs not to exceed five thousand dollars ($5,000). The benefit shall not be paid
for a period in which the employee ceases to participate in the program. In no event
shall the benefit be paid to the employee while the employee is working in the mining
industry in the severance and processing of coal as defined in KRS 342.0011(23)(a).
The period of one hundred four (104) weeks during which this benefit is payable shall
begin no later than the one-hundred-eightieth day after the order awarding the benefit
becomes final. If an employee completes an approved program of training in less than
one hundred four (104) weeks and that employee has accepted a bona fide offer of
employment at a location more than fifty (50) miles from the employee's usual residence
in the field for which the employee has been trained, the employee shall be paid in a
lump sum for relocation the lesser of the sum of three thousand dollars ($3,000) or the
amount remaining in unpaid weekly training benefits as provided by this section.

If it is determined that an employee has a radiographic classification of category 1/1 or
1/2, based on the latest ILO International Classification of Radiographics and
respiratory impairment resulting from exposure to coal dust as evidenced by spirometric
test values of less than fifty-five percent (55%) of the predicted normal values contained
in the chapter on the respiratory system of the latest edition available of the "Guides to
the Evaluation of Permanent Impairment” published by the American Medical
Association, or category 2/1, 2/2, or 2/3 coal workers' pneumoconiosis and respiratory
impairment evidenced by spirometric test values of fifty-five percent (55%) or more but
less than eighty percent (80%) of the predicted normal values, there shall be an
irrebuttable presumption that the employee has an occupational disability rating of fifty
percent (50%) resulting from exposure to coal dust, and the employee shall be awarded
an income benefit which shall be an amount equal to sixty-six and two-thirds percent
(66-2/3%) of the employee's average weekly wage multiplied by the disability rating of
fifty percent (50%) but not to exceed seventy-five percent (75%) of the state average
weekly wage as determined by KRS 342.740. The award shall be payable for a period
not to exceed four hundred twenty-five (425) weeks, but in no event shall benefits be
paid under this subsection while the employee continues to work in the mining industry
in the severance and processing of coal as defined in KRS 342.0011(23)(a).

If it is determined that an employee has a radiographic classification of category 2/1,
2/2, or 2/3 coal workers' pneumoconiosis, based on the latest ILO International
Classification of Radiographics, and respiratory impairment as evidenced by
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spirometric test values of less than fifty-five percent (55%) of the predicted normal
values contained in the chapter on the respiratory system of the latest edition available

of the "Guides to the Evaluation of Permanent Impairment” published by the American
Medical Association or category 3/2 or 3/3 pneumoconiosis and respiratory impairment
evidenced by spirometric test values of fifty-five percent (55%) or more but less than
eighty percent (80%) of the predicted normal values, there shall be an irrebuttable
presumption that the employee is seventy-five percent (75%) disabled resulting from
exposure to coal dust and the employee shall be awarded income benefits which shall
be equal to sixty-six and two-thirds percent (66-2/3%) of the employee's average weekly
wage multiplied by the disability rating of seventy-five percent (75%) but not to exceed
seventy-five percent (75%) of the state average weekly wage and not less than twenty
percent (20%) of the state average weekly wage as determined by KRS 342.740. The
award shall be payable for a period not to exceed five hundred twenty (520) weeks.
Income benefits awarded under this paragraph shall be payable to the employee during
the disability, but in no event shall benefits be paid under this subsection while the
employee continues to work in the mining industry in the severance and processing of
coal as defined in KRS 342.0011(23)(a).

(d) If it is determined that an employee has radiographic classification of 3/2 or 3/3
occupational pneumoconiosis based on the latest ILO International Classification of
Radiographs, and respiratory impairment evidenced by spirometric test values of less
than fifty-five percent (55%) of the predicted normal values contained in the latest
edition of the "Guides to the Evaluation of Permanent Impairment” of the American
Medical Association, or progressive massive fibrosis, based on the latest ILO
International Classification of Radiographics, there shall be an irrebuttable presumption
that the employee is totally disabled resulting from exposure to coal dust, and the
employee shall be awarded income benefits equal to sixty-six and two-thirds percent
(66-2/3%) of the employee's average weekly wage but not more than one hundred
percent (100%) of the state average weekly wage and not less than twenty percent (20%)
of the average weekly wage of the state as determined by KRS 342.740. Income benefits
awarded under this paragraph shall be payable to the employee during such disability,
but in no event shall benefits be paid under this subsection while the employee continues
to work in the mining industry in the severance and processing of coal as defined in
KRS 342.0011(23)(a).

The presence of respiratory impairment resulting from exposure to coal dust shall be
established by using the largest forced vital capacity (FVC) value or the largest forced
expiratory volume in one second (FEV1) value determined from the totality of all such
spirometric testing performed in compliance with accepted medical standards.

When valid spirometric tests are not provided and a physician certifies to the administrative
law judgef-erarbitrater} that spirometric testing is not medically indicated because of the
permanent physical condition of the employee, the administrative law judgef-orarbitrator}
shall make his decision on the basis of evidence admitted which establishes the existence of
a diagnosis of occupational pneumoconiosis and respiratory impairment due to the
occupational pneumoconiosis. The evidence submitted by the employee shall include one (1)
or more arterial blood gas studies performed in accordance with accepted medical standards.
Income benefits shall not be awarded in the absence of valid spirometric tests if the claimant's
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PO?2 arterial blood gas value is equal to or higher than one (1) standard deviation from the
normal value obtained by the formula (103.5 - 0.42X), where X equals the claimant's age at
the time of the arterial blood gas study.

In no event shall income benefits awarded under this section be stacked or added to income
benefits awarded under KRS 342.730 to extend the period of disability.

Section 32. KRS 342.735 is amended to read as follows:

The commissioner shall promulgate administrative regulations to expedite the payment of
temporary total disability and medical expense benefits.

The commissioner may promulgate administrative regulations incorporating managed care
intended to reduce costs or to speed the delivery or payment of medical services to employees
receiving medical and related benefits under this chapter.

The commissioner shall promulgate administrative regulations pursuant to KRS Chapter 13A
establishing an expedited method for resolving medical issues prior to the filing of a claim
with the Department of Workers' Claims. The administrative regulations shall permit an
employee or other interested party, prior to the filing of a claim, to request a determination by
anfarbitrator-or} administrative law judge on medical issues relating to the reasonableness or
appropriateness of the proposed medical care or relating to the obligation of the employer or
the employer's insurance carrier to make payment of contested medical bills. However, the
employee has the burden of proof to show the medical expenses are related to the injury,
reasonable and necessary prior to an application of benefits being filed and before an award
or order of benefits. Thereafter, the burden is upon the employer. The respondent to the
moving party shall be given ten (10) days to answer a request for an expedited determination
of medical issues, and the[-arbitrator-er} administrative law judge shall issue a ruling within
seven (7) days thereafter. The interested parties shall be provided a form to provide to the
medical care provider and the completed form filed with the department and served upon the
respondent shall initiate the time for response and determination.

Section 33. KRS 342.760 is amended to read as follows:

There is hereby authorized in the Labor Cabinet an uninsured employers' fund for the purpose
of making payments in accordance with the provisions of subsection (4) of this section. The
secretary of the Labor Cabinet shall be the custodian of the fund, and all moneys and securities
in the fund shall be held in trust by the secretary of the Labor Cabinet and shall not be
considered a part of the general funds of the state.

The secretary of the Labor Cabinet is authorized to disburse moneys from the fund only upon
written order of thef-arbitrator;} administrative law judgef} or the board.

All amounts collected as fines and penalties under this chapter shall be paid into the uninsured
employers' fund.

The uninsured employers' fund shall be responsible for the payment of compensation when
there has been default in the payment of compensation due to the failure of an employer to
secure payment of compensation as provided by this chapter. Such employer shall be liable
for payment into the fund of all the amounts authorized to be paid therefrom under the
authority of this subsection including reimbursement of the special fund of all liability
apportioned to it and for the purposes of enforcing this liability the Labor Cabinet, for the
benefit of the fund, shall be subrogated to all the rights of the person receiving such
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compensation from the fund. This provision shall apply to all pending claims upon which a
final order has not been entered.

In furtherance of this purpose, the Attorney General shall appoint a member or members of
his staff or special counsel to represent the fund in all proceedings brought to enforce claims
against or on behalf of the fund. Necessary expenses for this purpose including salaries of
said staff or special counsel shall be borne by the fund. The Labor Cabinet shall be responsible
for the administration of the uninsured employers' fund and shall be charged with the
conservation of the assets of the fund.

On December 29, 1987, the liabilities of the uninsured employers' fund and its assets
remaining in the State Treasury shall be transferred to the uninsured employers' fund created
within the Labor Cabinet pursuant to this section. Section 34. KRS 342.780 is amended to
read as follows:

A claimant may, in the original application for benefits, or any party may, by motion accompanied
by proper allegations while the case is still pending, and thefarbitrator-or} administrative law judge
shall, upon his own motion at any time before the rendition of the final award, cause the uninsured
employers' fund to be made a party to the proceedings if it should appear that the named defendant
has failed to secure the payment of compensation as required by KRS 342.340.

Section 35. KRS 342.790 is amended to read as follows:

When an award is made against an employer who:

1)

(@)

(3)

(1)

@)

Has not secured payment of compensation by either securing insurance coverage or
qualifying as a self-insurer; and

Has not made a deposit of security, indemnity, or bond acceptable to the commissioner to
secure the payment of compensation liability; and

Has failed to make payment of compensation according to the terms of that award, the award
shall constitute a liquidated claim for damages against that employer in an amount commuted
to a lump sum which will equal the present value of the total sum of the probable future
payments discounted at four percent (4%) true discount compounded annually on each
payment, which amount is to be ascertained and fixed by the commissioner, and the
commissioner shall certify the same to the Attorney General who shall forthwith institute a
civil action against that employer in the name of the uninsured employers' fund for the
collection of that award. In that action, it shall be sufficient for plaintiff to set forth a copy of
the award of thef-arbitratoror}-administrative law judge relative to the claim as certified by
the commissioner and to state that there is due to plaintiff on account of the opinion, order, or
award of thefarbitrater-or}-administrative law judge a specified sum which plaintiff claims
with interest. A certified copy of the award in the claim shall be attached to the complaint and
shall constitute prima facie evidence of the truth of the facts therein contained.

Section 36. KRS 342.990 is amended to read as follows:

The commissioner shall initiate enforcement of civil and criminal penalties imposed in this
section.

When the commissioner receives information that he deems sufficient to determine that a
violation of this chapter has occurred, he shall seek civil penalties pursuant to subsections (3)
to (7) of this section, or criminal penalties pursuant to subsections (8) and (9) of this section,
or both.
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The commissioner shall initiate enforcement of a civil penalty by simultaneously citing the
appropriate party for the offense and stating the civil penalty to be paid.

If, within fifteen (15) working days from the receipt of the citation, a cited party fails to notify
the commissioner that he intends to contest the citation, then the citation shall be deemed
final.

If a cited party notifies the commissioner that he intends to challenge a citation issued under
this section, the commissioner shall cause the matter to be heard as soon as practicable by an
administrative law judge and in accordance with the provisions of KRS Chapter 13B. The
burden of proof shall be upon the attorney representing the commissioner to prove the offense
stated in the citation by a preponderance of the evidence. The parties shall stipulate to
uncontested facts and issues prior to the hearing before the administrative law judge. The
administrative law judge shall issue a ruling within sixty (60) days following the hearing.

A party may appeal the ruling of the administrative law judge to the Franklin Circuit Court in
conformity with KRS 13B.140.

The following civil penalties shall be applicable for violations of particular provisions of this
chapter:

(@ Any employer, insurer, or payment obligor subject to this chapter who fails to make a
report required by KRS 342.038 within fifteen (15) days from the date it was due, shall
be fined not less than one hundred dollars ($100) nor more than one thousand dollars
($1,000) for each offense.

(b) Anyemployer, insurer, or payment obligor acting on behalf of an employer who fails to
make timely payment of a statement for services under KRS 342.020(1) without having
reasonable grounds to delay payment may be fined not less than one hundred dollars
($100) nor more than one thousand dollars ($1,000) for each offense.

() Any person who violates KRS 342.020(9), 342.035(2), KRS 342.040, 342.340,
342.400, 342.420, or 342.630 shall be fined not less than one hundred dollars ($100)
nor more than one thousand dollars ($1,000) for each offense. With respect to employers
who fail to maintain workers' compensation insurance coverage on their employees,
each employee of the employer and each day of violation shall constitute a separate
offense. With respect to KRS 342.040, any employer's insurance carrier or other party
responsible for the payment of workers' compensation benefits shall be fined for failure
to notify the commissioner of a failure to make payments when due if a report indicating
the reason payment of income benefits did not commence within twenty-one (21) days
of the date the employer was notified of an alleged work-related injury or disease is not
filed with the commissioner within twenty-one (21) days of the date the employer
received notice, and if the employee has not returned to work within that period of time.
The date of notice indicated in the report filed with the department pursuant to KRS
342.038(1), shall raise a rebuttable presumption of the date on which the employer
received notice.

(d) Any person who violates any of the provisions of KRS 342.165(2), 342.335, 342.395,
342.460, 342.465, or 342.470 shall be fined not less than two hundred dollars ($200)
nor more than two thousand dollars ($2,000) for each offense. With respect to KRS
342.395, each required notice of rejection form executed by an employee or potential
employee of an employer shall constitute a separate offense.
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Any person who fails to comply with the data reporting provisions of administrative
regulations promulgated by the commissioner pursuant to KRS 342.039, or with
utilization review and medical bill audit administrative regulations promulgated
pursuant to KRS 342.035(5), shall be fined not less than one hundred dollars ($100) nor
more than one thousand dollars ($1,000) for each violation.

Except as provided in paragraph (g) of this subsection, a person who violates any of the
provisions of KRS 342.335(1) or (2) where the claim, compensation, benefit, or money
referred to in KRS 342.335(1) or (2) is less than or equal to three hundred dollars ($300)
shall be fined per occurrence not more than one thousand dollars ($1,000) per individual
nor five thousand dollars ($5,000) per corporation, or twice the amount of gain received
as a result of the violation, whichever is greater.

Any person who violates any of the provisions of KRS 342.335(1) or (2) where the
claim, compensation, benefit, or money referred to in KRS 342.335(1) or (2) exceeds
three hundred dollars ($300) shall be fined per occurrence not more than five thousand
dollars ($5,000) per individual nor ten thousand dollars ($10,000) per corporation, or
twice the amount of gain received as a result of the violation, whichever is greater.

Any person who violates the employee leasing provision of this chapter shall be fined
not less than five hundred dollars ($500) nor more than five thousand dollars ($5,000)
for each violation.

Any violation of the provisions of this chapter relating to self-insureds shall constitute
grounds for decertification of such self-insured, a fine of not less than five hundred
dollars ($500) nor more than five thousand dollars ($5,000) per occurrence, or both.

Actions to collect the civil penalties imposed under this subsection shall be instituted in
the Franklin District Court and the Franklin Circuit Court.

The commissioner shall initiate enforcement of a criminal penalty by causing a complaint to
be filed with the appropriate local prosecutor. If the prosecutor fails to act on the violation
within twenty (20) days following the filing of the complaint, the commissioner shall certify
the inaction by the local prosecutor to the Attorney General who shall initiate proceedings to
prosecute the violation. The provisions of KRS 15.715 shall not apply to this section.

The following criminal penalties shall be applicable for violations of particular provisions of
this chapter:

(a)

(b)

(©)

Any person who violates KRS 342.020(9), 342.035(2), 342.040, 342.400, 342.420, or
342.630, shall, for each offense, be fined not less than one hundred dollars ($100) nor
more than one thousand dollars ($1,000), or imprisoned for not less than thirty (30) days
nor more than one hundred eighty (180) days, or both.

Any person who violates any of the provisions of KRS 342.165(2), 342.335, 342.460,
342.465, or 342.470 shall, for each offense, be fined not less than two hundred dollars
($200) nor more than two thousand dollars ($2,000), or imprisoned for not less than
thirty (30) days nor more than one hundred and eighty (180) days, or both.

Any corporation, partnership, sole proprietorship, or other form of business entity and
any officer, general partner, agent, or representative of the foregoing who knowingly
utilizes or participates in any employee leasing arrangement or mechanism as defined
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in KRS 342.615 for the purpose of depriving one (1) or more insurers of premium
otherwise properly payable or for the purpose of depriving the Commonwealth of any

tax or assessment due and owing and based upon said premium shall upon conviction
thereof be subject to a fine of not less than five hundred dollars ($500) nor more than
five thousand dollars ($5,000), or imprisonment for not more than one hundred eighty
(180) days, or both, for each offense.

(d) Notwithstanding any other provisions of this chapter to the contrary, when any
employer, insurance carrier, or individual self-insured fails to comply with this chapter
for which a penalty is provided in subparagraphs (7), (8), and (9) above, such person, if
the person is an owner in the case of a sole proprietorship, a partner in the case of a
partnership, a principal in the case of a limited liability company, or a corporate officer
in the case of a corporation, who knowingly authorized, ordered, or carried out the
violation, failure, or refusal shall be personally and individually liable, both jointly and
severally, for the penalties imposed in the above cited subparagraphs. Neither the
dissolution nor withdrawal of the corporation, partnership, or other entity from the state,
nor the cessation of holding status as a proprietor, partner, principal, or officer shall
discharge the foregoing liability of any person.

(10) Fines paid pursuant to subsections (7) and (9) of this section shall be paid into the special
fund.

(11) In addition to the penalties provided in this section, the commissioner and any|-arbitrator}
administrative law judge, or court of jurisdiction may order restitution of a benefit secured
through conduct proscribed by this chapter.

Section 37. KRS 342.0015 is amended to read as follows:

The substantive provisions of 1996 (1st Extra. Sess.) Ky. Acts ch. 1 shall apply to any claim arising
from an injury or last exposure to the hazards of an occupational disease occurring on or after
December 12, 1996. Procedural provisions of 1996 (1st Extra. Sess.) Ky. Acts ch. 1 shall apply to
all claims irrespective of the date of injury or last exposure, including, but not exclusively, the
mechanisms by which claims are decided and workers are referred for medical evaluations. The
provisions of KRS 342.120(3), 342.125(8), 342.213(2)(e), 342.265, 342.270(3)AH3, 342.320,
342.610(3), 342.760(4), and 342.990(11) are remedial.

Section 38. KRS 342.165 is amended to read as follows:

(1) If an accident is caused in any degree by the intentional failure of the employer to comply
with any specific statute or lawful administrative regulation made thereunder, communicated
to the employer and relative to installation or maintenance of safety appliances or methods,
the compensation for which the employer would otherwise have been liable under this chapter
shall be increased thirty percent (30%)Hifteenpereent{15%)}-in the amount of each payment.
If an accident is caused in any degree by the intentional failure of the employee to use any
safety appliance furnished by the employer or to obey any lawful and reasonable order or
administrative regulation of the commissioner or the employer for the safety of employees or
the public, the compensation for which the employer would otherwise have been liable under
this chapter, shall be decreased fifteen percent (15%) in the amount of each payment.

(2) No compensation shall be payable for work-related injuries if the employee at the time of
entering the employment of the employer by whom compensation would otherwise be payable
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falsely represents, in writing, his physical condition or medical history, if all of the following
factors are present:

(@)

(b)

(©)

The employee has knowingly and willfully made a false representation as to his physical
condition or medical history;

The employer has relied upon the false representation, and this reliance was a
substantial factor in the hiring; and

There is a causal connection between the false representation and the injury for which
compensation has been claimed.

Section 39. KRS 342.750 is amended to read as follows:

If the injury causes death, income benefits shall be payable in the amount and to or for the benefit
of the persons following, subject to the maximum limits specified in subsections (3) and (4) of this

section:

(1) (a) Ifthere is a widow or widower and no children of the deceased, to such widow or widower
50 percent of the average weekly wage of the deceased, during widowhood or widowerhood.

(b)

(©)

(d)

(€)

()
(9)

(h)

To the widow or widower, if there is a child or children living with the widow or
widower, 45 percent of the average weekly wage of the deceased, or 40 percent, if such
child is not or such children are not living with a widow or widower, and in addition
thereto, 15 percent for each child. Where there are more than two (2) such children, the
indemnity benefits payable on account of such children shall be divided among such
children, share and share alike.

Two (2) years' indemnity benefits in one (1) lump sum shall be payable to a widow or
widower upon remarriage.

To the children, if there is no widow or widower, 50 percent of such wage for one (1)
child, and 15 percent for each additional child, divided among such children, share and
share alike.

The income benefits payable on account of any child under this section shall cease when
he dies, marries, or reaches the age of eighteen (18), or when a child over such age
ceases to be physically or mentally incapable of self-support, or if actually dependent
ceases to be actually dependent, or, if enrolled as a full-time student in any accredited
educational institution, ceases to be so enrolled or reaches the age of 22. A child who
originally qualified as a dependent by virtue of being less than 18 years of age may,
upon reaching age 18, continue to qualify if he satisfies the tests of being physically or
mentally incapable of self-support, actual dependency, or enrollment in an educational
institution.

To each parent, if actually dependent, 25 percent.

To the brothers, sisters, grandparents, and grandchildren, if actually dependent, 25
percent to each such dependent. If there should be more than one (1) of such dependents,
the total income benefits payable on account of such dependents shall be divided share
and share alike.

The income benefits of each beneficiary under paragraphs (f) and (g) above shall be
paid until he, if a parent or grandparent, dies, marries, or ceases to be actually dependent,
or, if a brother, sister, or grandchild, dies, marries, or reaches the age of eighteen (18)
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or if over that age ceases to be physically or mentally incapable of selfsupport, or ceases
to be actually dependent.

(i) A person ceases to be actually dependent when his income from all sources exclusive
of workers' compensation income benefits is such that, if it had existed at the time as of
which the original determination of actual dependency was made, it would not have
supported a finding of dependency. In any event, if the present annual income of an
actual dependent person including workers' compensation income benefits at any time
exceeds the total annual support received by the person from the deceased employee,
the workers' compensation benefits shall be reduced so that the total annual income is
no greater than such amount of annual support received from the deceased employee.
In all cases, a person found to be actually dependent shall be presumed to be no longer
actually dependent three (3) years after each time as of which the person was found to
be actually dependent. This presumption may be overcome by proof of continued actual
dependency as defined in this subsection, but full payments shall not be suspended
during the pendency of any proceeding to determine dependency.

Upon the cessation of income benefits under this section to or on account of any person, the
income benefits of the remaining persons entitled to income benefits for the unexpired part of
the period during which their income benefits are payable shall be that which such persons
would have received if they had been the only persons entitled to income benefits at the time
of the decedent's death.

For the purposes of this section, the average weekly wage of the employee shall be taken as
not more than the average weekly wage of the state as determined in KRS 342.740. In no case
shall the aggregate weekly income benefits payable to all beneficiaries under this section
exceed the maximum income benefit that was or would have been payable for total disability
to the deceased, including benefits to his dependents.

The maximum weekly income benefits payable for all beneficiaries in case of death shall not
exceed 75 percent of the average weekly wage of the deceased as calculated under KRS
342.140, subject to the maximum limits in subsection (3) above. The maximum aggregate
limitation shall not operate in case of payment of two (2) years' income benefits to the widow
or widower upon remarriage as provided under paragraph (c) of subsection (1) of this section,
to prevent the immediate recalculation and payments of benefits to the remaining beneficiaries
as provided under subsection (2) of this section, but the weekly income benefits as to such
remaining beneficiaries shall not exceed the weekly income benefit that was or would have
been payable for total disability to the deceased. The classes of beneficiaries specified in
paragraphs (a), (b), and (d) of subsection (1) of this section shall have priority over all other
beneficiaries in the apportionment of income benefits. If the provisions of this subsection
should prevent payment to other beneficiaries of the income benefits to the full extent
otherwise provided for by this section, the gross remaining amount of income benefits payable
to such other beneficiaries shall be apportioned by class, proportionate to the interest of each
class in the remaining amount. Parents shall be considered to be in one class and those
specified in paragraph (f) of subsection (1) in another class.

All relations of dependency referred to in this section shall mean dependency existing at the
time of the accident to the employee or at the time his disability from an occupational disease
began.
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In addition to other benefits as provided by this chapter, if death occurs within four (4) years
of the date of injury as a direct result of a work-related injury, a lump-sum payment of
fiftyfrwenty-fivel thousand dollars ($50,000)($25;600)} shall be made to the deceased's
estate, from which the cost of burial and cost of transportation of the body to the employee’s
place of residence shall be paid. Annually, the commissioner shall compute, in accordance
with KRS 342.740, the increase or decrease in the state average weekly wage, and consistent
therewith, shall adjust the amount of the lump sum payment due under this subsection for
injuries occurring in the succeeding year.

All benefits awarded pursuant to this section, other than those provided in subsection (6) of
this section, shall be subject to the limitations contained in KRS 342.730(4).

Section 40. The terms of the existing arbitrators are terminated on the effective date of this

Act. It is the intent of the General Assembly that on the effective date of this Act, the duties and
cases of the arbitrators shall be assigned by the commissioner to the administrative law judges.

Approved April 21, 2000
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