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AN ACT relating to insurance.

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

Section 1.   KRS 304.20-300 is amended to read as follows:

(1)
The purpose of KRS 304.20-320 to 304.20-350 is to regulate declinations, cancellations, and refusals to renew certain policies of property or casualty insurance as defined in KRS 304.5-050 and 304.5-070 which are delivered, issued for delivery, or renewed after July 15, 1986, including workers' compensation policies provided by an insurance carrier as defined by KRS 342.0011(22) that are delivered, issued for delivery, or renewed after July 15, 2004, and to require specific reasons for such action. KRS 304.20-320 to 304.20-350 shall also apply to policies which provide coverage for property and casualty risks in the Commonwealth that are written by a surplus lines insurer.
(2)
KRS 304.20-320 to 304.20-350 does not apply to:

(a)
Automobile liability insurance policies protected by KRS 304.20-040; or

(b)
Any policy issued through a residual market mechanism.

SECTION 2.   A NEW SECTION OF SUBTITLE 20 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

Notwithstanding any provision of this chapter to the contrary, no policy of workers' compensation insurance provided by a workers' compensation insurance carrier as defined in KRS 342.0011(22) that has been in effect for at least sixty (60) days or that has been renewed may be canceled by the insurer before the expiration of the agreed term or one (1) year from the effective date of the policy or renewal, whichever occurs first, unless the cancellation is based on one (1) of the following grounds:
(1)
A failure by the policyholder to pay a premium for the policy of workers' compensation when due;
(2)
A failure by the policyholder to:
(a)
Report any payroll;
(b)
Allow the insurer to audit any payroll in accordance with the terms of the policy or any previous policy issued by the insurer; or
(c)
Pay any additional premium charged because of an audit of any payroll as required by the terms of the policy or any previous policy issued by the insurer, unless the outcome of the audit is being disputed according to the appropriate dispute mechanism;
(3)
A material failure by the policyholder to comply with any federal or state law or order concerning safety;
(4)
A violation of any local fire, health, safety, building, or construction regulation or ordinance with respect to any insured property, or the occupancy thereof, that substantially increases any hazard insured against;
(5)
A material change in ownership of the policyholder or any change in the policyholder's business or operations that:
(a)
Materially increases the hazard for frequency or severity of loss;
(b)
Requires additional or different classifications for the calculation of premiums; or
(c)
Results in the insurer's inability to reinsure the risk covered by the policy;
(6)
Discovery of fraud or material misinterpretation made by or with the knowledge of the named insured in obtaining the policy, continuing the policy, or in presenting a claim under the policy;
(7)
Discovery of willful or reckless acts or omissions on the part of the named insured that increase any hazard insured against after insurance coverage has been issued or renewed; or
(8)
A determination by the commissioner that the continuation of the policy would place the insurer in violation of this chapter or administrative regulations promulgated by the commissioner.

SECTION 3.   A NEW SECTION OF SUBTITLE 20 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

Notwithstanding any provision of this chapter to the contrary, during the time period in which a workers' compensation insured disputes the results of an audit using the appropriate audit mechanism, all collection efforts on the part of the insurance carrier shall cease while the dispute is pending.
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