SENATE

KENTUCKY GENERAL ASSEMBLY AMENDMENT FORM

2005 REGULAR SESSION


Amend printed copy of HB 278/SCS

On page 1, after the enacting clause by inserting:

"SECTION 1.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
There is hereby created and established the Small Business Access Program which is designed to make health insurance more affordable for small employer groups with two (2) to ten (10) employees, including small groups with two (2) to ten (10) employees who are members of an employer-organized association.
(2)
Payment to providers of services under Small Business Access Program plans shall not be discriminatory. Small Business Access Program insurers shall reimburse providers at rates that are no less favorable than the rates paid to the comparable providers for services delivered to enrollees who do not have a high-cost condition.
(3)
All insurers, stop-loss carriers, and self-insured employer-controlled or bona fide associations, as a condition of doing business in Kentucky, shall participate in the Small Business Access Program either as a Small Business Access Program supporting insurer or a Small Business Access Program participating insurer.
(a)
A Small Business Access Program insurer participates in the program by issuing health benefit plans to qualified small employer groups with two (2) to (10) employees, including small groups with two (2) to (10) employees who are members of an employer-organized association, in accordance with Sections 1 to 7 of this Act and by being subject to assessments and payments through the risk assessment process; and
(b)
A Small Business Access Program supporting insurer participates in the program only by being subject to assessments and payments through the program risk assessment process.
(4)
Sections 1 to 7 of this Act shall be referred to as the Small Business Access Program.
SECTION 2.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 7 of this Act, unless the context requires otherwise:
(1)
"At the time of underwriting" means:
(a)
At the time the group is initially written by the insurer; or
(b)
At the time of the group’s renewal;
(2)
"Benefits" means amounts paid by an insurer to covered lives or to third parties for the benefit of covered lives. Benefits do not include an insurer's administrative costs, any assessments under the plan, allocated loss adjustment expenses, reserves, or other overhead costs;
(3)
"Group market" means the health insurance market under which individuals obtain health insurance coverage, directly or through any arrangement, on behalf of themselves and their dependents through a group health plan or through any arrangement other than through the individual market, or through a federal health benefit plan or program;
(4)
"Health insurance stop-loss policy" means any policy of insurance that directly or indirectly protects, in whole or in part, an employer who self-insures health benefits covering any residents in Kentucky from the risk of paying benefits in excess of any specified amount;

(5)
"High-cost condition" is defined in KRS 304.17B-001(14);
(6)
"Net premium" means amounts paid to insurers to purchase health benefit plan coverage and includes all amounts paid however denominated, excluding administrative costs and profit loads as approved by the Department of Insurance pursuant to an insurer’s rate filing;
(7)
"Other coverage" means coverage under any of the following:
(a)
A group plan;
(b)
Part A or Part B of Title XVIII of the Social Security Act, 42 U.S.C. sec. 1395c et seq.;
(c)
A state plan under Title XIX of the Social Security Act, or any successor program;
(d)
Continuation coverage under any COBRA continuation provisions as defined in 42 U.S.C. sec. 300gg or under a similar program under any state law; or
(e)
Any other health insurance coverage which is not individual health insurance coverage;
(8)
"Premiums" means amounts paid to insurers to purchase health benefit plan coverage and includes all amounts paid however denominated, including, but not limited to, amounts indicated as being charged for administrative costs, allocated loss adjustment expenses, reserve or other overhead costs;
(9)
"Program" means the Small Business Access Program;
(10)_
"Reimbursement" means an amount to be paid to an insurer by the program;
(11)
"Small Business Access Program" or "SBAP" means the program described in Sections 1 to 7 of this Act;
(12)
"Small Business Access Program high-cost condition" means an item in the high-cost condition list as defined in KRS 304.17B-001(14);
(13)
"Small Business Access Program participating insurer" means an insurer that issues health benefit plans in the two (2) to ten (10) employee small employer group market, including small groups who are members of an employer-organized association, to Small Business Access Program qualified groups;
(14)
"Small Business Access Program plan" means a health benefit plan in the two (2) to ten (10) employee small employer market, including small groups that are members of an employer-organized association, issued by an insurer that provides health benefit plans to a Small Business Access Program qualified group and is eligible for assessment and reimbursable losses under the Small Business Access Program;
(15)
"Small Business Access Program plan claims" or “net claims” means the dollar amount of benefits actually paid by an insurer in a calendar year with respect to Small Business Access Program health benefit plans excluding amounts that an insurer is eligible for through reinsurance or pooling arrangements, administrative costs, allocated loss adjustment expenses, reserves, or other overhead costs, with respect to health benefit plans for a qualified group;
(16)
"Small Business Access Program plan supporting insurer" means an insurer that issues health benefit plans or is a stop-loss carrier, provided that "Small Business Access Program plan supporting insurer" shall not include an employer-sponsored self-insured health benefit plan exempted by ERISA;
(17)
"Small Business Access Program qualified group" or "qualified group" means a small employer group with two (2) to ten (10) employees, including a small group of two (2) to ten (10) employees that is a member of an employer-organized association, that:
(a)
Within the previous three (3) years has a member who has been diagnosed with or treated for a high-cost condition as defined in KRS 304.17B-001(14) or has had benefits paid under a health benefit plan for a high-cost condition;
(b)
Employs an average of at least two (2) but not more than ten (10) employees on business days during the preceding calendar year and who employs at least two (2) employees on the first day of the group health plan year; and
(c)
Has not had its most recent coverage under any health benefit plan terminated or nonrenewed because of any of the following:
1.
The group failed to pay premiums or contributions in accordance with the terms of the plan or the insurer had not received timely premium payments;
2.
The group or any individual in the group performed an act or practice that constitutes fraud or made an intentional misrepresentation of material fact under the terms of the coverage; or
3.
The group or any individual engaged in intentional and abusive noncompliance with health benefit plan provisions;
(18)
"Small Business Access Program reimbursable losses" means the amount of losses determined by the department under the Small Business Access Program;
(19)
"Small Business Access Program risk adjustment process" means the process of allocating Small Business Access Program plan losses;
(20)
"Stop-loss carrier" means any person providing health insurance stop-loss coverage; and
(21)
"Stop-loss premiums" means amounts paid to purchase health insurance stop-loss coverage.
SECTION 3.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Each insurer issuing health benefit plans in Kentucky in the small group market, including small groups that are members of an employer-organized association, shall be deemed a program participating insurer.
(2)
(a)
The provisions of Sections 1 to 7 of this Act shall not apply to an insurer that provides coverage solely to Medicaid recipients, Medicare beneficiaries, or CHAMPUS insureds; and
(b)
Self-insured health benefit plans covering employees of institutions of higher education and self-insured plans covering elected and salaried employees of cities, counties, urban-counties, charter counties, consolidated local governments, or special districts shall not be subject to the provisions of Sections 1 to 7 of this Act.
SECTION 4.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

A health benefit plan shall be considered a SBAP plan and is eligible for inclusion in calculating assessments and losses under the program risk adjustment process if it meets all of the following criteria:
(1)
The health benefit plan was purchased by a qualified group;
(2)
The qualified group health plan is primary coverage for the member with the high-cost condition; and
(3)
At the time of underwriting, an individual with a high-cost condition shall be identified in order for the small employer group with two (2) to ten (10) employees, including a small group with two (2) to ten (10) employees that is a member of an employer-organized association, to become a qualified group. If an individual in a small employer group with two (2) to ten (10) employees, including a small group that is a member of an employer-organized association, develops a high-cost condition during the policy year, the group will become a qualified group upon renewal.
SECTION 5.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
An insurer shall consider the high-cost condition or a portion thereof or the claims experience of the individual with the high-cost condition or a portion thereof in establishing the rates for a qualified group pursuant to an administrative regulation promulgated by the department. The insurer may consider other permitted rating factors for other members of the qualified group in establishing rates.

(2)
The insurer may consider rating factors for qualified groups established by the department.
SECTION 6.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
For each calendar year that the SBAP is operating, every insurer shall report to the department, in a form and at the time as the department by administrative regulation may specify, the following information for that year:
(a)
The number of qualified groups as of December 31;
(b)
The amount of each insurer's qualified group health benefit plan premiums and net premiums received during the calendar year covered by the report;
(c)
The amount of each insurer's qualified group health benefit plan claims paid during the calendar year covered by the report;
(d)
The amount of claims paid on behalf of individuals in a qualified group who have been identified as having a high-cost condition at the time of underwriting; and
(e)
Other information as the department may, by administrative regulation, require to be reported to operate the program.
(2)
The department shall complete its risk adjustment process and notify each insurer of the results.
SECTION 7.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Beginning with the regular session of the General Assembly in the year 2007, sixty (60) days prior to that session and each subsequent regular session of the General Assembly, the commissioner shall submit a written report to the Legislative Research Commission on the operations of the program. The report shall contain an evaluation of the program, an evaluation of issues concerning qualified groups, and recommendations for establishing alternative means of providing health benefit plans for those qualified groups in addition to, or as an alternative to, the risk adjustment mechanism of the program. In order to determine the effectiveness of the program in providing access and affordable insurance to qualified groups and in reevaluating the method of providing health benefit plans to such qualified groups, the department shall determine:
(a)
The number of qualified groups; and
(b)
The reasons that any qualified group terminated coverage with an insurer.
(2)
Beginning no later than October 31, 2007, and annually thereafter, the Auditor of Public Accounts shall be responsible for an audit of the program. Within sixty (60) days of completion of the audit, the Auditor of Public Accounts shall submit a copy of the audit to the Legislative Research Commission and the department.
(3)
On an annual basis, the department shall evaluate SBAP funds to determine the feasibility of expanding the program to other employer groups, including employer groups with two (2) to twenty-five (25) employees, or more."; and by renumbering subsequent sections accordingly; and

On page 9, line 25 by deleting "8" and inserting in lieu thereof "15"; and

On page 13, line 9 by deleting "8" and inserting in lieu thereof "15"; and

On page 39, line 15 by deleting "220" and inserting in lieu thereof "223"; and

On page 39, line 17 by deleting "2" and inserting in lieu thereof "9".
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