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AN ACT relating to the financing of medical care.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

(1)
For taxable years beginning after December 31, 1997, in computing gross income:
(a)
An individual may exclude any amounts contributed to or distributed from a medical savings account on behalf of an individual, spouse, or dependent of the individual for the taxable year, to the extent provided in 26 U.S.C. sec. 220; and
(b)
An individual's employer may exclude any amounts contributed to a medical savings account on behalf of an employee, the employee's spouse, or dependent of the employee for the taxable year, to the extent provided in 26 U.S.C. sec. 220. 

(2)
In order to qualify for the exemption from gross income established in subsection (1) of this section, the medical savings account shall be established and maintained in accordance with 26 U.S.C. sec. 220, except that the limitations on the number of taxpayers having medical savings accounts under 26 U.S.C. sec. 220(i) shall not apply.

Section 2.   KRS 304.17A-160 is amended to read as follows:

(1)
The department shall define five (5) standard health benefit plans, one (1) of which shall be a basic benefit plan,[ and] one (1) of which shall provide coverage exactly comparable to the coverage provided under Kentucky Kare Standard as of January 1, 1994, and one (1) of which shall be a high deductible health plan as defined by 26 U.S.C. sec. 220. All standard health benefit plans defined by the Kentucky Health Policy Board prior to July 15, 1996, shall continue as standard health benefit plans until the department amends or replaces the existing standard health benefit plans. The department may approve additional standard benefit plans pursuant to KRS 304.17A-080.

(2)
Notwithstanding any other provision of this chapter to the contrary, on and after July 15, 1995:

(a)
No insurer doing business in Kentucky shall issue or renew health benefit plans other than the standard health benefit plans established by the department and the supplemental plans approved by the department pursuant to paragraph (c) of this subsection except as provided in paragraph (f) of this subsection, and any of the standard health benefit plans and supplemental plans offered shall be offered on a guaranteed-issue basis to any applicant who has been a resident of Kentucky for at least twelve (12) months immediately preceding the effective date of the policy;

(b)
Every insurer shall, as a condition of transacting business in this state, offer and issue the basic health benefit plan on a guaranteed-issue basis;

(c)
Each insurer may offer supplemental policies that are approved by the department and that are advertised, marketed, and designed as a supplement to the standard health benefit plans. No benefits paid under the supplemental policies shall duplicate benefits paid under the standard health benefit plans.

(d)
An insurer may elect to offer health benefit plans only to individuals and groups that purchase coverage through the Kentucky Health Purchasing Alliance and not offer coverage to individuals and groups that purchase coverage outside the alliance;

(e)
No insurer shall exclude any eligible person or dependent, who would otherwise be covered under a group health benefit plan, on the basis of an actual or expected health condition of the person; and

(f)
Any person or group covered on July 15, 1996, by a health benefit plan which is not a standard plan may, until the date twelve (12) months after July 15, 1996, elect to renew the current coverage as long as the benefits provided remain exactly the same and renewal is guaranteed.

(3)
Each of the standard and supplemental health benefit plans shall be in two (2) forms, one (1) of which shall be in the form of insurance and the second of which shall be consistent with the basic method of operation and benefit plans of health maintenance organizations, including federally-qualified health maintenance organizations or integrated health networks. Each of the standard and supplemental plans shall provide for two (2) levels of cost sharing. The department and the Health Insurance Advisory Council shall take into consideration the levels of benefits provided in health benefit plans in Kentucky and appropriate medical and economic factors. The plans shall include cost containment features, such as utilization review of health care services, including review of medical necessity of hospital and physician services; hospice care at least equal to the Medicare benefits; case management benefit alternatives; selective contracting with hospitals, physicians, and other health care providers; reasonable benefit differentials applicable to participating and nonparticipating providers; and other managed care provisions. If a standard or supplemental health benefit plan issued by an insurer covers services which the plan's beneficiaries lawfully obtain from health departments established pursuant to KRS Chapter 212 in medically-underserved areas designated by the Cabinet for Human Resources, that insurer shall pay the plan's established rate for those services to the health department.

(4)
All policies and contracts providing health care benefits issued or renewed on or after July 15, 1995, except as provided in paragraph (f) of subsection (2) of this section, shall be uniform in structure, language, designation, and format to the standard benefit plans defined by the department or shall be a supplemental plan based on a standard plan, and shall be filed with and approved by the department before being delivered or issued for delivery in Kentucky.

(5)
The department shall inform residents of Kentucky of the existence and provisions of the standard benefit plans. The department shall develop an outline and chart of coverage that describes the features of each of the standard benefit plans available in Kentucky. The department shall broadly publicize a twenty-four (24) hour toll-free telephone number for information on health care benefit plans available in Kentucky.

(6)
Any insurer that between July 15, 1994, and July 15, 1995, knowingly and willfully terminates coverage of any insured or dependent solely because the insured is eligible for coverage through a health purchasing alliance shall be prohibited from issuing or delivering any health benefit plan in the Commonwealth for a period of five (5) years from the date of exclusion.

(7)
All standard health benefit plans shall coordinate benefits with other health benefit plans in accordance with the guidelines for coordination of benefits prescribed by the commissioner as provided in KRS 304.18-085.

(8)
Every health insurer of any kind, nonprofit hospital, medical-surgical, dental and health service corporation, health maintenance organization, or provider-sponsored health delivery network that issues or delivers an insurance policy in this state that directs or gives any incentives to insureds to obtain health care services from certain health care providers shall not imply or otherwise represent that a health care provider is a participant in or an affiliate of an approved or selected provider network unless the health care provider has agreed in writing to the representation or there is a written contract between the health care provider and the insurer or an agreement by the provider to abide by the terms for participation established by the insurer. This requirement to have written contracts shall apply whenever an insurer includes a health care provider as a part of a preferred provider network or otherwise selects, lists, or approves certain health care providers for use by the insurer's insureds. The obligation set forth in this section for an insurer to have written contracts with providers selected for use by the insurer shall not apply to emergency or out-of-area services.
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