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AN ACT relating to the Insurance Coverage, Affordability and Relief to Small Employers (ICARE) Program.

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

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

As used in Sections 1 to 8 of this Act, unless the context requires otherwise:
(1)
“Consumer-driven health plan” means a health benefit plan, including a high deductible health plan as defined in 26 U.S.C. sec. 223(c)(2)(A), or a health reimbursement arrangement that meets the requirements of Internal Revenue Code, Notice 2002-45, 2002-2 C.B. 93;
(2)
"Eligible employer" or "employer" means an individual that employs two (2) to twenty-five (25) employees, a corporation, including a foreign corporation, other than a governmental entity, that employs one (1) or more residents of the Commonwealth, or a corporation or an unincorporated entity that is exempt from taxation under the provisions of 26 U.S.C. sec. 501(c), as amended and in effect for the taxable year. An eligible employer must employ no more than twenty-five (25) employees and meet the eligibility requirements set forth in administrative regulations promulgated by the office. The method of determining the number of employees an employer has and the amount and types of subsidies shall be determined by the office or a third-party administrator selected in accordance with Section 5 of this Act;
(3)
"Eligible employee" or "employee" means an employee of an eligible employer whose business is located in the Commonwealth, who has not attained age sixty-five (65) or is Medicare eligible, and who meets the financial and other eligibility standards set forth in administrative regulations promulgated by the office;
(4)
“Health risk assessment” means an assessment to prevent or minimize risk factors for disease and maintain wellness;
(5)
“High-cost condition” means a diagnosed specific list of conditions representing the top twenty (20) high-cost conditions in the small group market;
(6)
“ICARE Program participating insurer” means any insurer who offers a health benefit plan in the small group market;
(7)
“Office” means the Office of Insurance; and
(8)
“Qualified health benefit plan” means a health benefit plan as described in subsection (2) of Section 3 of this Act.

SECTION 2.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
There is hereby created and established, under the supervision of the Office of Insurance, the Insurance Coverage, Affordability and Relief to Small Employers (ICARE) Program, which is designed to make health insurance more affordable for small employer groups. The program shall be piloted for a four (4) year period in the small group market and shall be limited to those employer groups with two (2) to twenty-five (25) employees, including small groups with two (2) to twenty-five (25) employees who are members of an employer-organized association.
(2)
All insurers that issue health benefit plans to employers with two (2) to twenty-five (25) employees, including employers participating in an employer-organized association, as a condition of doing business in Kentucky, shall be deemed an ICARE Program participating insurer.

(3)
The Office of Insurance may, subject to the provisions of this section, establish an employer health care incentive program for certain employers for the purpose of reducing the amount of contributions or payments made by those employers and employees toward the cost of qualified medical insurance and which shall consist of the following two (2) programs:

(a)
An employer health care incentive program for the purpose of reducing the cost to employers and employees for providing qualified health benefit plan coverage under subsection (2)(a) or (b) of Section 3 of this Act for an eligible employer with low-income employees if the eligible employer pays fifty percent (50%) or more of the premium cost of that qualified health benefit plan coverage and meets the insurers participation requirements as allowed under KRS 304.17A-200(3). The office may limit premium payments or enrollment under this program, to the extent funding is available. The ICARE Program shall be available to employer groups that have not provided employer-sponsored health benefit plan coverage to their employees within the previous twelve (12) months; and
(b)
An employer health care incentive program for the purpose of reducing the cost to employers and employees for the purpose of obtaining or maintaining qualified health benefit plan coverage under subsection (2)(a), (b), or (c) of Section 3 of this Act for an eligible employer and employees if the eligible employer pays fifty percent (50%) or more of the premium cost of that health benefit plan coverage and meets the insurers participation requirements as allowed under KRS 304.17A-200(3). The office may limit premium payments or enrollment under this program, to the extent funding is available. The ICARE Program shall be available to employer groups that have at least one (1) employee with a high-cost condition. The office shall promulgate administrative regulations to establish a list of high-cost conditions for the ICARE Program.
(4)
In order for an eligible employer to qualify for the ICARE Program, the average annual salary of the employer group shall not exceed three hundred percent (300%) of the federal poverty level. This shall not include the annual salary of any owner of the employer group.

(5)
The office shall promulgate administrative regulations to establish the eligibility criteria, health care incentive payment procedures, program participating insurer and employer reporting requirements, and administrative guidelines for the ICARE Program.

SECTION 3.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The provisions of Sections 1 to 8 of this Act shall not apply to an insurer that provides coverage solely to Medicaid recipients, Medicare beneficiaries, CHAMPUS insureds, or self-insured groups;
(2)
Each ICARE Program participating insurer shall offer at least three (3) qualified health benefit plans to enrollees. A qualified health benefit plan shall be:
(a)
A consumer-driven health benefit plan, including a health reimbursement arrangement or health savings account;
(b)
A basic health benefit plan, as described in KRS 304.17A-096 and 304.17A-097; or
(c)
An enriched health benefit plan.

(3)
Each ICARE Program participating insurer shall offer at least one (1) of each of the plans listed in paragraphs (a), (b), and (c) of subsection (2) of this section.
(4)
An ICARE Program participating insurer shall conduct a health risk assessment for each employee enrolled in the ICARE Program and offer a wellness program, case management services, and disease management services.
(5)
On and after July 1, 2007, an insurer shall be required to offer a premium rate that includes a healthy lifestyle discount for employers participating in the ICARE Program.
(6)
A separate class of business may be established for health benefit plan rate filings offered under the ICARE Program in accordance with subsection (8)(b) of Section 9 of this Act.

SECTION 4.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The amount of health care incentive paid shall be as follows:

(a)
Forty dollars ($40) per employee per month for eligible employers as defined in subsection (3)(a) of Section 2 of this Act. The amount shall be reduced annually, at the time of renewal, in incremental rates of ten dollars ($10); and
(b)
Sixty dollars ($60) per employee per month for eligible employers as defined in subsection (3)(b) of Section 2 of this Act. The amount shall be reduced annually, at the time of renewal, in incremental rates of fifteen dollars ($15).
(2)
The office may, in lieu of cash payments, issue to individuals vouchers or other documents certifying that the office will pay a specified amount for health benefit plan coverage under specified circumstances.

(3)
Any allocated surplus remaining in the ICARE Program shall be carried forward to the next fiscal year and be used for the ICARE Program in subsequent years through the end of the pilot period as provided for under subsection (1) of Section 2 of this Act.

(4)
The office may limit enrollment for the ICARE Program so not to exceed annual program funding.

(5)
A group shall be determined ineligible if the most recent coverage under any health benefit plan terminated or nonrenewed because of any of the following:
(a)
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;
(b)
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
(c)
The group or any individual engaged in intentional and abusive noncompliance with health benefit plan provisions.
SECTION 5.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The office may select a third-party administrator to administer the ICARE Program. The third-party administrator shall be an administrator licensed under this chapter by the office. The office shall consider criteria in selecting a third-party administrator that shall include but not be limited to the following:
(a)
A third-party administrator’s proven ability to demonstrate performance of the following: eligibility determinations, enrollment, payment issuance, reconciliation processes, and data collection and reporting;
(b)
The total cost to administer the ICARE Program;
(c)
A third-party administrator’s proven ability to demonstrate that the ICARE Program be administered in a cost-efficient manner; and
(d)
A third-party administrator’s financial condition and stability.
(2)
In addition to any duties and obligations set forth in the contract with the third-party administrator, the third-party administrator shall:
(a)
Develop and establish policies and procedures for eligibility determinations, enrollment, payment issuance, reconciliation processes, data collection and reporting, and other responsibilities determined by the office;
(b)
Submit reports to the office regarding the operation and financial condition of the ICARE Program. The frequency, content, and form of the reports shall be determined by the office; and
(c)
Submit a monthly and annual report to the office. Both reports shall include:
1.
Number of applicants;
2.
Enrolled employer groups by insurance company;
3.
Number of groups previously uninsured for a period of twelve (12) months by insurance company;
4.
Average premium per group by insurance company;
5.
Number of groups eligible due to an individual with a high-cost condition by insurance company;
6.
Total amount of health care incentive paid listed by insurance company; and
7.
Any other information requested by the office.
(3)
The third-party administrator shall be paid for necessary and reasonable expenses as provided in the contract between the office and the third-party administrator.

SECTION 6.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The office shall establish and maintain the ICARE Program fund. All funds shall be held at interest, in a single depository designated in accordance with KRS 304.8-090(1) under a written trust agreement in accordance with KRS 304.8-095. All expense and revenue transactions of the fund shall be posted to the Management Administrative Reporting System (MARS) and its successors; and

(2)
The office shall work with the Office of Health Policy within the Cabinet for Health and Family Services to review the availability of federal funds for the ICARE Program.
SECTION 7.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The office may implement the provisions of Sections 1 to 8 of this Act through arrangements with other agencies of the Commonwealth.
(2)
The provisions of this section shall not give rise to, nor be construed as giving rise to, enforceable legal rights for any party or an enforceable entitlement to benefits other than to the extent that such rights or entitlements exist pursuant to the administrative regulations of the executive director of insurance.

SECTION 8.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Each insurer authorized to offer health benefit plans in the Commonwealth shall disclose the availability of the health insurance purchasing program as defined in 42 U.S.C. sec. 1396e to eligible employer groups. In connection with the initial offering and renewal of any health benefit plan, an insurer shall make a disclosure as part of its solicitation, sales material, and renewal information of the availability of the ICARE Program;

(2)
The manner and content of the disclosure as described in subsection (1) of this section shall be established through promulgation of administrative regulations by the Office of Insurance in coordination with the Cabinet for Health and Family Services.

Section 9.   KRS 304.17A-0952 is amended to read as follows:

Premium rates for a health benefit plan issued or renewed to an individual, a small group, or an association on or after April 10, 1998, shall be subject to the following provisions:

(1)
The premium rates charged during a rating period to an individual with similar case characteristics for the same coverage, or the rates that could be charged to that individual under the rating system for that class of business, shall not vary from the index rate by more than thirty-five percent (35%) of the index rate upon any policy issuance or renewal, on or after January 1, 2003.

(2)
Notwithstanding the thirty-five percent (35%) variance limitation in subsection (1) of this section, insurers offering an individual health benefit plan that is state-elected under sec. 35(e)(1)F of the Trade Act of 2002, Pub. L. No. 107-210 sec. 201, may vary from the index rate by more than thirty-five percent (35%) for individuals who are eligible for the health coverage tax credit under the following conditions:

(a)
The insurer certifies that the individual does not meet the insurer’s underwriting guidelines for issuance of an individual policy;

(b)
The policy meets the requirements for state-elected coverage under the Trade Act of 2002; and
(c)
The premium rate is actuarially justified and has been approved by the Office of Insurance pursuant to KRS 304.17A-095.

(3)
The percentage increase in the premium rate charged to an individual for a new rating period shall not exceed the sum of the following:

(a)
The percentage change in the new business premium rate measured from the first day of the prior rating period to the first day of the new rating period. In the case of a class of business for which the insurer is not issuing new policies, the insurer shall use the percentage change in the base premium rate;

(b)
Any adjustment, not to exceed twenty percent (20%) annually and adjusted pro rata for rating periods of less than one (1) year, due to the claim experience, mental and physical condition, including medical condition, medical history, and health service utilization, or duration of coverage of the individual and dependents as determined from the insurer’s rate manual for the class of business; and

(c)
Any adjustment due to change in coverage or change in the case characteristics of the individual as determined from the insurer’s rate manual for the class of business.

(4)
The premium rates charged during a rating period to a small group or to an association member with similar case characteristics for the same coverage, or the rates that could be charged to that small group or that association member under the rating system for that class of business, shall not vary from the index rate by more than fifty percent (50%) of the index rate.

(5)
The percentage increase in the premium rate charged to a small group or to an association member for a new rating period shall not exceed the sum of the following:

(a)
The percentage change in the new business premium rate measured from the first day of the prior rating period to the first day of the new rating period. In the case of a class of business for which the insurer is not issuing new policies, the insurer shall use the percentage change in the base premium rate;

(b)
Any adjustment, not to exceed twenty percent (20%) annually and adjusted pro rata for rating periods of less than one (1) year, due to the claims experience, mental and physical condition, including medical condition, medical history, and health service utilization, or duration of coverage of the employee, association member, or dependents as determined from the insurer’s rate manual for the class of business; and

(c)
Any adjustment due to change in coverage or change in the case characteristics of the small group or association member as determined from the insurer’s rate manual for the class of business.

(6)
In utilizing case characteristics, the ratio of the highest rate factor to the lowest rate factor within a class of business shall not exceed five to one (5:1). For purpose of this limitation, case characteristics include age, gender, occupation or industry, and geographic area.

(7)
Adjustments in rates for claims experience, mental and physical condition, including medical condition, medical history, and health service utilization, health status, and duration of coverage shall not be charged to an individual group member or the member's dependents. Any adjustment shall be applied uniformly to the rates charged for all individuals and dependents of the small group.

(8)
The executive director may approve establishment of additional classes of business upon application to the executive director and a finding by the executive director that the additional class would enhance the efficiency and fairness for the applicable market segment.

(a)
The index rate for a rating period for any class of business shall not exceed the index rate for any other class of business in that market segment by more than ten percent (10%).

(b)
An insurer may establish a separate class of business only to reflect substantial differences in expected claims experience or administrative cost related to the following reasons:

1.
The insurer uses more than one (1) type of system for the marketing and sale of the health benefit plans;

2.
The insurer has acquired a class of business from another insurer;[ or]
3.
The insurer is offering a state-elected plan under the provisions of the Trade Act of 2002, Pub. L. No. 107-210 sec. 201; or

4.
The insurer is offering a qualified health benefit plan under the ICARE Program pursuant to subsection (3) of Section 3 of this Act.

(c)
Notwithstanding any other provision of this subsection, beginning January 1, 2001, a GAP participating insurer may establish a separate class of business for the purpose of separating guaranteed acceptance program qualified individuals from other individuals enrolled in their plan prior to January 1, 2001. The index rate for the separate class created under this paragraph shall be established taking into consideration expected claims experience and administrative costs of the new class of business and the previous class of business.

(9)
For the purpose of this section, a health benefit plan that utilizes a restricted provider network shall not be considered similar coverage to a health benefit plan that does not utilize a restricted provider network if utilization of the restricted provider network results in substantial differences in claims costs.

(10)
Notwithstanding any other provision of this section, an insurer shall not be required to utilize the experience of those individuals with high-cost conditions who enrolled in its plans between July 15, 1995, and April 10, 1998, to develop the insurer's index rate for its individual policies.

(11)
Nothing in this section shall be construed to prevent an insurer from offering incentives to participate in a program of disease prevention or health improvement.

Section 10.   Sections 1 to 9 of this Act take effect January 1, 2007.
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