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AN ACT relating to reorganization.

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

Section 1.   KRS 12.020 is amended to read as follows:

Departments, program cabinets and their departments, and the respective major administrative bodies that they include are enumerated in this section. It is not intended that this enumeration of administrative bodies be all-inclusive. Every authority, board, bureau, interstate compact, commission, committee, conference, council, office, or any other form of organization shall be included in or attached to the department or program cabinet in which they are included or to which they are attached by statute or statutorily-authorized executive order; except in the case of the Personnel Board and where the attached department or administrative body is headed by a constitutionally elected officer, the attachment shall be solely for the purpose of dissemination of information and coordination of activities and shall not include any authority over the functions, personnel, funds, equipment, facilities, or records of the department or administrative body.

I.
Cabinet for General Government - Departments headed by elected officers:


1.
The Governor.


2.
Lieutenant Governor.


3.
Department of State.



(a)
Secretary of State.



(b)
Board of Elections.



(c)
Registry of Election Finance.


4.
Department of Law.



(a)
Attorney General.


5.
Department of the Treasury.



(a)
Treasurer.


6.
Department of Agriculture.



(a)
Commissioner of Agriculture.



(b)
Kentucky Council on Agriculture.


7.
Superintendent of Public Instruction.


8.
Auditor of Public Accounts.


9.
Railroad Commission.

II.
Program cabinets headed by appointed officers:


1.
Justice Cabinet:



(a)
Department of State Police.



(b)
Department of Criminal Justice Training.



(c)
Department of Corrections.



(d)
Department of Juvenile Justice.



(e)
Office of the Secretary.



(f)
Offices of the Deputy Secretaries.



(g)
Office of General Counsel.



(h)
Medical Examiner Program.



(i)
Parole Board.



(j)
Kentucky State Corrections Commission.



(k)
Commission on Correction and Community Service.


2.
Education, Arts, and Humanities Cabinet:



(a)
Department of Education.




(1)
Kentucky Board of Education.




(2)
Education Professional Standards Board.



(b)
Department for Libraries and Archives.



(c)
Kentucky Arts Council.



(d)
Kentucky Educational Television.



(e)
Kentucky Historical Society.



(f)
Kentucky Teachers' Retirement System Board of Trustees.



(g)
Kentucky Center for the Arts.



(h)
Kentucky Craft Marketing Program.



(i)
Kentucky Commission on the Deaf and Hard of Hearing.



(j)
Governor's Scholars Program.



(k)
Governor's School for the Arts.



(l)
Office of Development.



(m)
Kentucky Heritage Council.



(n)
Kentucky African-American Heritage Commission.


3.
Natural Resources and Environmental Protection Cabinet:



(a)
Environmental Quality Commission.



(b)
Kentucky Nature Preserves Commission.



(c)
Department for Environmental Protection.



(d)
Department for Natural Resources.



(e)
Department for Surface Mining Reclamation and Enforcement.



(f)
Office of Legal Services.



(g)
Office of Communications and Community Affairs.


4.
Transportation Cabinet:



(a)
Department of Highways.



(b)
Department of Vehicle Regulation.



(c)
Department of Administrative Services.



(d)
Department of Fiscal Management.



(e)
Department of Rural and Municipal Aid.



(f)
Office of Aeronautics.



(g)
Office of General Counsel.



(h)
Office of Public Relations.



(i)
Office of Personnel Management.



(j)
Office of Minority Affairs.



(k)
Office of Environmental Affairs.


5.
Cabinet for Economic Development:



(a)
Department of Administration and Support.



(b)
Department of Job Development.



(c)
Department of Financial Incentives.



(d)
Department of Community Development.



(e)
Tobacco Research Board.



(f)
Kentucky Economic Development Finance Authority.


6.
Public Protection and Regulation Cabinet:



(a)
Public Service Commission.



(b)
Department of Insurance.



(c)
Department of Housing, Buildings and Construction.



(d)
Department of Financial Institutions.



(e)
Department of Mines and Minerals.



(f)
Department of Public Advocacy.



(g)
Department of Alcoholic Beverage Control.



(h)
Kentucky Racing Commission.



(i)
Board of Claims.



(j)
Crime Victims Compensation Board.



(k)
Kentucky Board of Tax Appeals.



(l)
Backside Improvement Commission.


7.
Cabinet for Human Resources:



(a)
Department for Health Services.



(b)
Department for Social Insurance.



(c)
Department for Social Services.



(d)
Department for Medicaid Services.



(e)
Department for Mental Health and Mental Retardation Services.



(f)
Commission for Children with Special Health Care Needs.



(g)
Public Assistance Appeals Board.



(h)
Office of Administrative Services.



(i)
Office of Communications.



(j)
Office of General Counsel.



(k)
Office of Inspector General.



(l)
Office of Policy and Budget.



(m)
Office of the Ombudsman.


8.
Finance and Administration Cabinet:



(a)
Office of Legal and Legislative Services.



(b)
Office of Management and Budget.



(c)
Office of Financial Management and Economic Analysis.



(d)
Office of the Controller.



(e)
Department for Administration.



(f)
Department of Facilities Management.



(g)
Department of Information Systems.



(h)
State Property and Buildings Commission.



(i)
Kentucky Pollution Abatement Authority.



(j)
Kentucky Savings Bond Authority.



(k)
Deferred Compensation Systems.



(l)
Office of Equal Employment Opportunity Contract Compliance.



(m)
Capital Plaza Authority.



(n)
County Officials Compensation Board.



(o)
Kentucky Employees Retirement Systems.



(p)
Commonwealth Credit Union.



(q)
State Investment Commission.



(r)
Kentucky Housing Corporation.



(s)
Governmental Services Center.



(t)
Kentucky Local Correctional Facilities Construction Authority.



(u)
Kentucky Turnpike Authority.



(v)
Historic Properties Advisory Commission.



(w)
Kentucky Kare Health Insurance Authority.

9.
Labor Cabinet:



(a)
Department of Workplace Standards.



(b)
Department of Workers' Claims.



(c)
Kentucky Labor-Management Advisory Council.



(d)
Occupational Safety and Health Standards Board.



(e)
Prevailing Wage Review Board.



(f)
Workers' Compensation Board.



(g)
Kentucky Employees Insurance Association.



(h)
Apprenticeship and Training Council.



(i)
State Labor Relations Board.



(j)
Kentucky Occupational Safety and Health Review Commission.



(k)
Office of Administrative Services.



(l)
Office of Labor Management Relations.



(m)
Office of General Counsel.



(n)
Workers' Compensation Funding Commission.



(o)
Employers Mutual Insurance Authority.


10.
Revenue Cabinet:



(a)
Department of Property Taxation.



(b)
Department of Compliance and Taxpayer Assistance.



(c)
Department of Administrative Services.



(d)
Office of General Counsel.


11.
Tourism Cabinet:



(a)
Department of Travel Development.



(b)
Department of Parks.



(c)
Department of Fish and Wildlife Resources.



(d)
Kentucky Horse Park Commission.



(e)
State Fair Board.



(f)
Office of Administrative Services.



(g)
Office of Film Promotion.



(h)
Office of General Counsel.


12.
Cabinet for Workforce Development:



(a)
Department for Adult Education and Literacy.



(b)
Department for Technical Education.



(c)
Department of Vocational Rehabilitation.



(d)
Department for the Blind.



(e)
Department for Employment Services.



(f)
State Board for Adult and Technical Education.



(g)
Governor's Council on Vocational Education.



(h)
The State Board for Proprietary Education.



(i)
The Foundation for Adult Education.



(j)
The Kentucky Job Training Coordinating Council.



(k)
Office of General Counsel.



(l)
Office of Communication Services.



(m)
Office of Development and Industry Relations.



(n)
Office of Workforce Analysis and Research.



(o)
Office for Administrative Services.



(p)
Office for Policy, Budget, and Personnel.



(q)
Unemployment Insurance Commission.

III.
Other departments headed by appointed officers:


1.
Department of Military Affairs.


2.
Department of Personnel.


3.
Council on Postsecondary Education.



(a)
Kentucky Community Service Commission.


4.
Department of Local Government.


5.
Kentucky Commission on Human Rights.


6.
Kentucky Commission on Women.


7.
Department of Veterans' Affairs.


8.
Kentucky Commission on Military Affairs.

Section 2.   KRS 18A.025 is amended to read as follows:

(1)
The Governor shall appoint the commissioner of personnel as provided in KRS 18A.015, who shall be considered an employee of the state. He shall be a graduate of an accredited college or university and have at least five (5) years' experience in personnel administration or in related fields, have known sympathies with the merit principle in government and shall be dedicated to the preservation of this principle. Additional education may be substituted for the required experience and additional experience may be substituted for the required education.

(2)
The Department of Personnel shall be attached to the Office of the Secretary of the Governor's Executive Cabinet, and the commissioner shall have the duties and responsibilities assigned by the secretary of the executive cabinet, and shall be responsible to and report to the secretary. In addition, the commissioner, or his designee, shall be responsible for the coordination of the state's affirmative action plan, established by KRS 18A.138.

(3)
There is established within the Department of Personnel the following divisions, each of which shall be headed by a director appointed by the commissioner, subject to the prior approval of the Governor, pursuant to KRS 12.050:

(a)
The Division of Administration and Processing, which shall be responsible for:

1.
Maintaining the central personnel files mandated by KRS 18A.020;

2.
Processing personnel documents and position actions;

3.
Operating and maintaining a uniform payroll system;

4.
Implementing lay-off plans mandated by KRS 18A.113 to 18A.1132;

5.
Certifying payrolls as required by KRS 18A.125; and

6.
Monitoring and assisting state agency compliance with the provisions of the Federal Fair Labor Standards Act (FLSA) which sets minimum wage requirements, governs the payment of overtime compensation, regulates child labor laws, and requires equal pay for equal work.

(b)
The Division of Applicant Counseling and Examinations, which shall be responsible for the:

1.
Operation of a centralized applicant and employee counseling program;

2.
Operation of an examination program for state employment;

3.
Preparation of registers of candidates for state employment; and

4.
Coordination of outreach programs, such as the administrative intern program.

(c)
The Division of Benefits Administration, which shall be responsible for the administration of the state employee's benefit package established by:

1.
KRS 18A.205 to 18A.220 (Life insurance);

2.
KRS 18A.225 (Health insurance);

3.
KRS 18A.227 (Flexible benefit plan);

4.[
KRS 18A.2281 (Employee benefit plan);

5.]
KRS 18A.250 (Kentucky state employee's deferred compensation plan); and

5.[6.]
KRS 18A.375 (State employee workers' compensation fund).

(d)
The Division of Classification and Compensation, which shall be responsible for the:

1.
Maintenance of plans of classification and compensation for the state service; and

2.
Review and evaluation of these plans.

(e)
The Division of Employee Services, which shall be responsible for designing and administering programs governed, authorized, or established by:

1.
KRS 18A.112 (Performance evaluations);

2.
KRS 18A.197 (Sick leave sharing program);

3.
KRS 18A.202 (Work-related employee incentive programs);

4.
Health and safety programs mandated by the Federal Occupational, Safety, and Health Act (OSHA); and

5.
Assessment and referral services provided to state employees in need.

(4)
The department shall include principal assistants appointed by the commissioner, pursuant to KRS 12.050, as necessary for the development and implementation of policy. The commissioner may employ, pursuant to the provisions of this chapter, personnel necessary to execute the functions and duties of the department.

Section 3.   KRS 18A.220 is amended to read as follows:

The secretary of the Finance and Administration Cabinet is authorized to perform all acts necessary or advisable for the purpose of contracting for and maintaining insurance under the provisions of KRS 18A.205 to 18A.225[,] and Sections 6 to 11 of this Act[18A.228].

Section 4.   KRS 18A.225 is amended to read as follows:

(1)
(a)
The term "health maintenance organization" for the purposes of this section means a health maintenance organization as defined in KRS 304.38-030 or as a nonprofit hospital, medical-surgical, dental, and health service corporation, which has been licensed by the Kentucky Health Facilities and Health Services Certificate of Need and Licensure Board or its successor agency and issued a certificate of authority by the Department of Insurance as a health maintenance organization or as a nonprofit hospital, medical-surgical, dental, and health service corporation and which is qualified under the requirements of the United States Department of Health, Education and Welfare except as provided in subsection (2) of this section; and

(b)
The term "state employee" for purposes of this section shall include a person, including an elected public official, who is regularly employed by any department, board, agency, branch of state government, or any municipal, urban-county, charter county, or county government, whose legislative body has opted to participate in the state health insurance program pursuant to KRS 79.080 and who is a contributing member to any one (1) of the retirement systems administered by the state and including any federally-funded time-limited employee. It shall also include a person who must fulfill the requirements established by the Kentucky Board of Education for eligibility and a person who is a present or future recipient of a retirement allowance from any of the Kentucky Retirement Systems who either satisfies the requirements of KRS 61.559 or who is board authorized under KRS 61.702(1), including a beneficiary of a retired employee as defined in KRS 61.542 who is receiving a retirement allowance from any of the Kentucky Retirement Systems and includes members of the Legislators' Retirement Plan as provided in KRS 18A.2287.

(2)
The secretary of the Finance and Administration Cabinet, upon the recommendation of the commissioner of personnel, shall procure, in compliance with the provisions of KRS 45A.080, 45A.085, and 45A.090, from one (1) or more health, hospitalization, medical, major medical, and dental insurance companies or from one (1) or more health maintenance organizations authorized to do business in this state, a policy or policies of group health, hospitalization, medical, and major medical insurance or health maintenance organization coverage encompassing all or any class or classes of state employees. Health insurance coverage provided to state employees under this section shall, at a minimum, contain the same benefits as provided under Kentucky Kare Standard as of January 1, 1994. All state employees and other persons for whom the insurance or health maintenance organization coverage is provided or made available shall annually be given an option to elect[ either] standard insurance coverage,[ or] coverage by a health maintenance organization, or health insurance described in Sections 6 to 11 of this Act; if a qualified health maintenance organization is not engaged in providing basic health services in a health maintenance service area in which at least twenty-five (25) of the employees reside, the state employees may annually be given the option to elect either standard insurance coverage or coverage by a health maintenance organization which has been licensed by the Kentucky Health Facilities and Health Services Certificate of Need and Licensure Board or its successor agency and issued a certificate of authority by the Department of Insurance as a health maintenance organization or as a nonprofit hospital, medical-surgical, dental, and health service corporation and which is engaged in providing basic health services in a health maintenance service area in which at least twenty-five (25) of the employees reside. The policy or policies shall be approved by the commissioner of insurance and may contain the provisions he approves, whether or not otherwise permitted by the insurance laws. It is intended that standard[either] insurance,[ or] health maintenance organization coverage, or health insurance described in Sections 6 to 11 of this Act may be made available for state employees, except that the procuring of each is permissive.

(3)
The secretary of the Finance and Administration Cabinet, upon the recommendation of the commissioner of personnel, may procure from one (1) or more dental insurance companies, one (1) or more health maintenance organizations, one (1) or more nonprofit hospital, medical-surgical, dental, and health service corporations organized under subtitle 32 of KRS Chapter 304, the health insurance agency described in Sections 6 to 11 of this Act, or one (1) or more prepaid dental plan organizations organized under subtitle 43 of KRS Chapter 304, a policy or policies of group dental insurance or prepaid dental plan coverage encompassing all or any class or classes of state employees. All state employees for whom the dental insurance or prepaid dental plan coverage is provided shall annually be given an option to elect either standard dental insurance coverage, health maintenance organization coverage, or coverage by a prepaid dental plan. The policy or policies shall be approved by the commissioner of insurance and may contain the provisions he approves, whether or not otherwise permitted by the insurance laws. It is intended that either dental insurance or prepaid dental plan coverage may be made available for state employees, except that the procuring of each is permissive.

(4)
The premiums may be paid by the policyholder:

(a)
Wholly from funds contributed by the insured employee, by payroll deduction or otherwise;

(b)
Wholly from funds contributed by any department, board, agency, or branch of state, municipal, urban-county, charter county, or county government; or

(c)
Partly from each, except that any premium due for health maintenance organization coverage or prepaid dental plan coverage over the premium amount contributed by any department, board, agency, or branch of state, municipal, urban-county, charter county, or county government for any other insurance coverage shall be paid by the employee.

(5)
If an employee moves his place of residence or employment out of the service area of a health maintenance organization or of a prepaid dental plan organization, under which he has elected coverage, into either the service area of another health maintenance organization or prepaid dental plan organization or into an area of the state not within a health maintenance organization service area or prepaid dental plan service area, the employee shall be given an option, at the time of the move or transfer, to elect coverage either by the health maintenance organization or prepaid dental plan organization into which service area he moves or is transferred or to elect standard insurance coverage offered by the employer or coverage under Sections 6 to 11 of this Act.

(6)
No payment of premium by any department, board, agency, or branch of state, municipal, urban-county, charter county, or county government shall constitute compensation to an insured employee for the purposes of any statute fixing or limiting the compensation of such an employee. Any premium or other expense incurred by any department, board, agency, or branch of state, municipal, urban-county, charter county, or county government shall be considered a proper cost of administration.

(7)
The policy or policies may contain the provisions with respect to the class or classes of employees covered, amounts of insurance or coverage for designated classes or groups of employees, policy options, terms of eligibility, continuation of insurance or coverage after retirement, and other provisions the commissioner of insurance may approve.

(8)
The policy or policies shall contain the provision that employees or retired employees shall be allowed to change health insurance carriers during the reopening period without any limitation for pre-existing conditions if the employee has met the pre-existing condition limitation upon initial employment or reemployment with the group.

(9)
The secretary of the Finance and Administration Cabinet is authorized to perform all acts necessary or advisable for the purpose of contracting for and maintaining insurance, prepaid dental plan organization coverage, and health maintenance organization coverage under the provisions of this section.

(10)
Group rates under the insurance or health maintenance organization coverage acquired under this section shall be made available to the disabled child of a state employee regardless of the child's age if the entire premium for the disabled child's coverage is paid by the state employee. A child shall be considered disabled if he has been determined to be eligible for federal Social Security disability benefits.

(11)
The health insurance contract or contracts for state employees shall be entered into for a period of not less than two (2) years, except the contract awarded October 1, 1984, shall be awarded for the period between October 1, 1984, and June 30, 1986.

(12)
The commissioner of personnel shall appoint twenty-four (24) persons to an Advisory Committee of State Health Insurance Subscribers to advise the commissioner or his designee regarding the state health insurance program for state employees. The commissioner shall appoint, from a list of names submitted by appointing authorities, members representing school districts from each of the seven Supreme Court districts, members representing state government from each of the seven Supreme Court districts, two (2) members representing retirees under age sixty-five (65), one (1) member representing local health departments, and three (3) members at large. The commissioner shall also appoint two (2) members from a list of five (5) names submitted by the Kentucky Education Association, and two (2) members from a list of five (5) names submitted by the largest state employee organization of nonschool state employees. The advisory committee shall be appointed in November of each year and shall meet quarterly.

(13)
Notwithstanding any other provision of law to the contrary, the policy or policies provided to state employees pursuant to this section shall not provide coverage for obtaining or performing an abortion, nor shall any state funds be used for the purpose of obtaining or performing an abortion on behalf of state employees or their dependents.

Section 5.   KRS 18A.229 is amended to read as follows:

(1)
State employees as defined in KRS 18A.228 participating in the health insurance fund authorized in Section 7 of this Act[state employee benefit fund enumerated in KRS 18A.2281] shall be given at least three (3) alternative plans from which participation may be chosen. One (1) plan shall require no fixed deductible expenses and reasonable co-payment ratios.

(2)
State employees whose income is at or below one hundred percent (100%) of the nonfarm income official poverty guidelines as determined by the United States Department of Health and Human Services, may choose health insurance benefits described in KRS 304.18-025(2)(c) and (d).

SECTION 6.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

(1)
The Kentucky Kare Health Insurance Authority is hereby created, and shall be attached to the Finance and Administration Cabinet for administrative purposes only.

(2)
The Kentucky Kare Health Insurance Authority shall be governed by a board of directors consisting of eight (8) members. The eight (8) members shall include the secretary of the Finance and Administration Cabinet or designee, the commissioner of the Department of Personnel or designee, the secretary of the Cabinet for Human Resources or designee, the commissioner of the Department of Insurance or designee, who shall be a nonvoting member, and four (4) members appointed by the Governor.

(3)
The four (4) members appointed by the Governor shall include:

(a)
One (1) at-large member, who shall serve an initial term of one (1) year;

(b)
One (1) member representing state government policyholders, who shall serve an initial term of two (2) years;

(c)
One (1) member representing individual policyholders, who shall serve an initial term of three (3) years; and

(d)
One (1) member representing group policyholders with fifty (50) employees or less, who shall serve an initial term of four (4) years.


Thereafter, as each term expires, the vacancy created shall be filled by appointment of the Governor for a term of four (4) years. Appointments to fill an unexpired term of a member shall be for the remainder of the term.
(4)
The Governor shall appoint a chairperson from the membership of the board of directors. The board of directors may elect by majority vote other officers it deems necessary from its members.

(5)
Each voting member of the board who is not an employee of state government shall be compensated five thousand dollars ($5,000) annually, except the chair, who shall be paid seven thousand five hundred dollars ($7,500) annually. The voting members of the board shall be reimbursed for necessary travel and lodging expenses in accordance with administrative regulations promulgated pursuant to KRS Chapter 13A by the Finance and Administration Cabinet for state employees.

(6)
The board of directors of the Kentucky Kare Health Insurance Authority shall have all of the duties, powers, and authority granted in Sections 6 to 11 of this Act and all other powers necessary or convenient to carry out and effectuate the purposes for which the authority is established.

(7)
The Kentucky Kare Health Insurance Authority, without limitation by the provisions of KRS Chapter 18A and KRS Chapter 64, shall employ and set the salary of an executive director, who shall be appointed by and shall serve at the pleasure of the board. The executive director shall have proven successful experience, for a period of at least five (5) years, as an executive at the general management level in public or private insurance operations, or in the management of a state fund for health insurance coverage. The executive director shall conduct the day-to-day operations of the authority for the purpose of carrying out the policies and procedures of the board.

(8)
The Auditor of Public Accounts shall be responsible for conducting an annual audit of the Kentucky Kare Health Insurance Authority. The costs of the annual audit shall be borne by the authority.
SECTION 7.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

(1)
The Kentucky Kare Health Insurance Authority may establish a Kentucky Kare Health Insurance Fund to provide for self-insurance of all risk in the provision of benefits comparable to those that may be paid under a policy or contract procured by the secretary of the Finance and Administration Cabinet as provided in KRS 18A.225(2). All moneys remaining in this fund at the end of the fiscal year, and deposited thereafter, including earnings from their investment, shall be deemed a trust and agency account, shall not lapse, and shall be continuously appropriated only for the purposes specified in this section.

(2)
(a)
Benefits provided under this section include, but are not limited to, hospitalization, surgical care, and major medical care for state employees and their dependents.

(b)
For purposes of this section and Sections 8 to 11 of this Act, the term "state employee" shall be defined as provided in KRS 18A.228.
(3)
The contributions made to this fund may be paid:

(a)
From funds contributed by the covered employee through payroll deduction or otherwise;

(b)
From funds contributed by the state or any department, board, or agency, or branch of state, city, county, urban-county or charter county; or

(c)
From a combination of paragraphs (a) and (b) of this subsection, except that any amount due over that contributed by the state or any department, board, agency, or branch of state, city, urban-county, charter county, or county government for coverage shall be paid by the employee.

(4)
No contribution by the state or any department, board, agency, or branch of state, municipal, urban-county, charter county, or county government shall constitute compensation to an insured employee for purposes of any statute fixing or limiting the compensation of the employee. Any expense incurred by the state or department, board, or agency shall be considered a proper cost of administration.

(5)
The self-funded plan may contain provisions with respect to the class or classes of employees covered, amounts of insurance or coverage for designated classes or groups of employees, policy options, terms of eligibility, continuation of insurance or coverage after retirement, and other provisions as the Kentucky Kare Health Insurance Authority may approve.

(6)
Group rates for the health care coverage provided under this section shall be made available to the disabled child of a state employee regardless of the child's age if the entire premium for the disabled child's coverage is paid by the state employee. A child shall be considered disabled if he has been determined to be eligible for federal Social Security disability benefits.

SECTION 8.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

(1)
The Kentucky Kare Health Insurance Authority shall be responsible for all moneys coming into, and paid out of, the fund in accordance with this section, and shall ensure that the fund is actuarially sound.

(2)
In carrying out its duties and responsibilities, the Kentucky Kare Health Insurance Authority shall:

(a)
Promulgate administrative regulations with regard to the administration of the fund;

(b)
Promulgate administrative regulations governing the conditions under which an employee may participate in or withdraw from the fund, and the procedure by which an employee is to contribute to the fund;

(c)
Promulgate administrative regulations to ensure that the fund is actuarially sound;

(d)
Promulgate administrative regulations to ensure the integrity of the fund, and to ensure that the fund be used solely for the purposes specified in this section;

(e)
Purchase conversion insurance, reinsurance or excess insurance as deemed appropriate;

(f)
Contract, when advisable, with health providers for services as may best serve the interest of the fund;

(g)
Promulgate administrative regulations for the operation of the authority;

(h)
Offer standard health benefit plans to all Kentucky Health Purchasing Alliance members;

(i)
Recommend an annual operating budget for the authority; and

(j)
Develop broad policies for the long-term operation of the authority consistent with its mission and fiduciary responsibility.

(3)
Amounts withheld from employees, amounts contributed by the state or from federal funds, and all amounts contributed by any state authority shall be credited to and constitute a part of the fund. All other income, including the income derived from any dividends and distributions and interest earned, shall also be credited to and constitute part of the fund. Any amounts remaining in the fund after all the premiums or subscription charges and other expenses have been paid shall be retained in the fund as a special reserve for adverse fluctuation.

(4)
(a)
The State Treasurer, with approval of every investment by the Finance and Administration Cabinet, may invest the fund in:

1.
Obligations of the United States government, its agencies, and Kentucky cities of the first, second, third, and fourth classes;

2.
Warrants issued on the State Treasurer;

3.
State bonds, including bridge revenue bonds issued under KRS 180.010 to 180.250;

4.
Bonds or other evidences of indebtedness of any domestic corporation that is an agent or instrumentality of the state or of any city, county, or school district of the state, secured by a mortgage on real estate in Kentucky that has been conveyed to the corporation by any city, county, school district, or state educational institution, and which the corporation has leased and given the option to lease to the city, county, school district, or state educational institution, with option in the lessee to purchase the property, or an interest therein, on the payment of the aggregate sum of the bond issue, plus the expenses incident to the issuance of the bonds and the formation and dissolution of the corporation, subject to credit of the amounts paid as rental for such property; and

5.
School bonds issued by cities under the provisions of KRS 162.120 to 162.290.

(b)
The Finance and Administration Cabinet shall not approve investments on which there has ever been a default in payment of principal or interest preceding the date of acceptance by the State Treasurer.

(c)
All income derived from the investments shall accrue to the fund.

(d)
Any necessary and reasonable cost incurred by the State Treasurer in administering this program shall be charged against the fund.
(5)
(a)
The Kentucky Kare Health Insurance Authority shall file annually, by the first day of October, a complete report of its operations for the preceding calendar year, with the Governor, the General Assembly, and the Auditor of Public Accounts. The financial information required by this section shall be verified by the Auditor of Public Accounts as provided in KRS 43.050.

(b)
The report shall include a detailed financial statement of the fund and the expenses incurred pursuant to this section so that the cost of the fund established under this section can be determined and identified. The report shall include, but not be limited to, the following information concerning the fund:

1.
Assets and liabilities;

2.
Income and expenditures;

3.
Benefits paid and reserves for losses incurred but not yet paid, including potential losses and unreported losses;

4.
Cost of any excess insurance, conversion coverage, reinsurance, or of any other kind of insurance obtained to cover potential losses, or provide supplemental benefits; and

5.
Direct and indirect costs attributable to the use of outside consultants, independent contractors, and any other persons who are not state employees.

(c)
The report shall also contain the following information:

1.
The actuarial report for the preceding calendar year and any other studies or evaluations prepared in the preceding year pursuant to subsection (6) of this section;

2.
A description of the benefits provided by the fund and the number of state employees covered under the fund;

3.
The rights of state employees who terminate their employment and the extent of benefits or coverages thereafter available to those persons and their dependents; and

4.
Any other information which is relevant in order to make full, fair, and effective disclosure of the operations of the fund conducted pursuant to this section.

(6)
The Kentucky Kare Health Insurance Authority shall have prepared every year, by a competent actuary familiar with health insurance, a report showing a complete actuarial evaluation of the fund and the adequacy of the rates of contribution. The report shall contain such recommendations as the actuary considers advisable. The authority may at any time request the actuary to make any studies or evaluations to determine the adequacy of the rates of contribution. Contribution rates may be adjusted by the authority, as recommended by the actuary, and shall become effective the first day of the following fiscal year.
SECTION 9.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

The self-funded health insurance plan for state employees shall not be subject to taxation as provided in KRS 136.340(1) and shall not be required to pay taxes on premiums paid to unauthorized insurers in the purchase of insurance or reinsurance.
SECTION 10.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

The Kentucky Kare Health Insurance Authority shall determine the date on which the self-funded health plan option shall be made available to state employees.
SECTION 11.   A NEW SECTION OF KRS CHAPTER 42 IS CREATED TO READ AS FOLLOWS:

The self-funded plan may exclude coverage of services and supplies for conditions, diseases, ailments, or accidental injuries arising out of or in the course of employment only if those services and supplies are covered by workers' compensation under KRS Chapter 342.
Section 12.   KRS 42.0245 is amended to read as follows:

(1)
There is established within the Department for Administration in the Finance and Administration Cabinet the Division of Risk Management. The division shall be headed by a director who shall be appointed by the secretary of the Finance and Administration Cabinet subject to the approval of the Governor.

(2)
The Division of Risk Management shall:

(a)
Oversee and assist the management of the state fire and tornado insurance fund established in KRS Chapter 56;

(b)
Develop and manage programs of risk assessment and insurance for the protection of state property not covered by the state fire and tornado insurance fund;

(c)
Advise the secretary of the Finance and Administration Cabinet on the fiscal management of programs relating to life insurance, workers' compensation, and health care benefits for state employees, including, but not limited to, assisting and monitoring the development of a program of health care self-insurance for state employees as authorized by Sections 6 to 11 of this Act[under KRS 18A.2281 and 18A.2282];

(d)
Serve as the central clearinghouse for coordinating and evaluating existing and new risk management programs within all state agencies;

(e)
Develop financing techniques for risk protection; and

(f)
Develop and implement other risk management, insurance, and self-insurance programs or other functions and duties as the secretary of the Finance and Administration Cabinet may direct the office to undertake and implement within the general statutory authority and control of the Finance and Administration Cabinet over state property and fiscal affairs of the executive branch of state government, including, but not limited to, those areas pertaining to tort and contractual liability, fidelity, and property risks.

(3)
Nothing in this section shall be construed or interpreted as affecting the operation of the employee benefit programs generally administered by the Division of Benefits Administration within the Department of Personnel and of the State Risk and Insurance Services programs administered by the Department of Insurance. However, both of those departments shall coordinate the operation of life insurance, workers' compensation, health care benefit programs, and other self-insured programs with the Division of Risk Management.

(4)
All cabinets, departments, boards, commissions, and other state agencies shall provide to the Division of Risk Management the technical advice and other assistance the Division of Risk Management or the secretary of the Finance and Administration Cabinet shall request in the performance of the functions of the division as described in this section.

(5)
The secretary of the Finance and Administration Cabinet shall have the power and authority to promulgate administrative regulations pursuant to KRS Chapter 13A for purposes of implementing a risk management program for the executive branch of state government. Any administrative regulations promulgated by the secretary shall be administered by the Division of Risk Management.

Section 13.   KRS 45A.022 is amended to read as follows:

(1)
This chapter shall apply to all insurance contracts purchased by the Commonwealth, except where the commissioner of insurance determines, with the concurrence of the secretary of Finance and Administration Cabinet, that:

(a)
An emergency exists;

(b)
Competition is not feasible; or

(c)
The annual premium is less than ten thousand dollars ($10,000).

(2)
Notwithstanding subsection (1) of this section, the health insurance contract or contracts for state employees as authorized by KRS 18A.225 and Sections 6 to 11 of this Act[18A.228] shall be subject to the provisions of KRS 45A.080, 45A.085 and 45A.090.

Section 14.   KRS 91A.080 is amended to read as follows:

(1)
The legislative body of each city, county, or urban-county government which elects to impose and collect license fees or taxes upon insurance companies for the privilege of engaging in the business of insurance may enact or change its license fee or rate of tax to be effective July 1 of each year on a prospective basis only and shall file with the commissioner of insurance at least one hundred (100) days prior to the effective date, a copy of all ordinances and amendments which impose any such license fee or tax. No less than eighty-five (85) days prior to the effective date, the commissioner of insurance shall promptly notify each insurance company engaged in the business of insurance in the Commonwealth of those cities, county, or urban-county governments which have elected to impose the license fees or taxes and the current amount of the license fee or rate of tax.

(2)
Any license fee or tax imposed by a city, county, or urban-county government upon an insurance company with respect to life insurance policies, may be based upon the first year's premiums, and if so based, shall be applied to the amount of the premiums actually collected within each calendar quarter upon the lives of persons residing within the corporate limits of the city, county, or urban-county government.

(3)
Any license fee or tax imposed by a city, county, or urban-county government upon any insurance company with respect to any policy which is not a life insurance policy shall be based upon the premiums actually collected by the company within each calendar quarter on risks located within the corporate limits of the city, county, or urban-county government on those classes of business which the company is authorized to transact, less all premiums returned to policyholders. In determining the amount of license fee or tax to be collected and to be paid to the city, county, or urban-county government, the insurance company shall use the tax rate effective on the first day of the policy term. When an insurance company collects a premium as a result of a change in the policy during the policy term, the tax rate used shall be the rate in effect on the effective date of the policy change. With respect to premiums returned to policyholders, the license fee or tax shall be returned by the insurance company to the policyholder pro rata on the unexpired amount of the premium at the same rate at which it was collected and shall be taken as a credit by the insurance company on its next quarterly report to the city, county, or urban-county government. Any license fee or tax imposed upon premium receipts shall not include premiums received for insuring employers against liability for personal injuries to their employees, or the death of their employees, caused thereby, under the provisions of the Workers' Compensation Act.

(4)
The Department of Insurance shall, by administrative regulation, provide for a reasonable collection fee to be retained by the insurance company or its agent as compensation for collecting the tax, except that the collection fee shall not be more than fifteen percent (15%) of the fee or tax collected and remitted to the city, county or urban-county government or two percent (2%) of the premiums subject to the tax, whichever is less. To facilitate computation, collection and remittance of the fee or tax and collection fee provided in this section, the fees or taxes set out in subsection (1), (2), or (3) of this section, together with the collection fee in this section, may be rounded off to the nearest dollar amount.

(5)
Pursuant to KRS 304.3-270, if any other state retaliates against any Kentucky domiciliary insurer because of the requirements of this section, the Commissioner of Insurance shall impose an equal tax upon the premiums written in this state by insurers domiciled in the other state.

(6)
Accounting and reporting procedures for collection and reporting of the fees or taxes and the collection fee herein provided shall be determined by administrative regulations promulgated by the Department of Insurance.

(7)
Upon written request of the legislative body of any city, county, or urban-county government, at the expense of the requesting city, county, or urban-county government, which shall be paid in advance by the city, county, or urban-county government to the Department of Insurance, the Department of Insurance shall examine, or cause to be examined by contract with qualified auditors, the books or records of the insurance companies or agents subject to the fee or tax to determine whether the fee or tax is being properly collected and remitted, and the findings of the examination shall be reported to the city, county, or urban-county government. Willful failure to properly collect and remit the fee or tax imposed by a city, county, or urban-county government pursuant to the authority granted by this section shall constitute grounds for the revocation of the license issued to an insurance company or agent under the provisions of KRS Chapter 304.

(8)
The license fees or taxes provided for by subsections (2), and (3) of this section shall be due thirty (30) days after the end of each calendar quarter. Annually, by March 31, each insurer shall furnish each city, county, or urban-county government, to which the tax or fee is remitted, with a breakdown of all collections in the preceding calendar year for the following categories of insurance:

(a)
Casualty;

(b)
Automobile;

(c)
Inland marine;

(d)
Fire and allied perils;

(e)
Health; and

(f)
Life.

(9)
Any license fee or tax not paid on or before the due date shall bear interest at the tax interest rate as defined in KRS 131.010(6) from the date due until paid. Such interest payable to the city, county, or urban-county government is separate of penalties provided for in subsection (6) of this section. No city, county, or urban-county government may impose any penalties other than those provided for in this subsection.

(10)
No license fee or tax imposed under this section shall apply to premiums received on policies of group health insurance provided for state employees under KRS 18A.225 and Sections 6 to 11 of this Act[(2) and 18A.228].

(11)
No county may impose the tax authorized by this section upon the premiums received on policies issued to public service companies which pay ad valorem taxes.

(12)
Insurance companies which pay license fees or taxes pursuant to this section shall credit city license fees or taxes against the same license fees or taxes levied by the county, when the license fees or taxes are levied by the county on or after July 13, 1990.

Section 15.   KRS 136.330 is amended to read as follows:

(1)
Every foreign life insurance company doing business in this state, other than fraternal assessment life insurance companies, shall, by March 1 of each year, return to the Revenue Cabinet a statement under oath of all premium receipts on business done in this state during the preceding calendar year or since the last return was made. "Premium receipts" includes single premiums, annuity premiums, premiums received for original insurance, premiums received for renewal, revival or reinstatement of the policies, annual and periodical premiums, dividends applied for premiums and additions, and all other premium payments received on policies that have been written in this state, or on the lives of residents of this state, or out of this state on business done in this state, less returned premiums. No deduction shall be made for dividends on life insurance or annuity policies, but dividends on accident and health insurance policies may be deducted.

(2)
Every company shall, at the time of making the return, pay a tax of two dollars ($2) upon each one hundred dollars ($100) of such premium receipts.

(3)
The 1962 amendment to this section shall be effective as of January 1, 1962, and shall apply to the premium taxes due and payable as shown on returns filed subsequent to that date.

(4)
The health insurance contract or contracts for state employees as authorized by KRS 18A.225 and Sections 6 to 11 of this Act[18A.228] shall not be subject to taxation under this section.

Section 16.   KRS 136.340 is amended to read as follows:

(1)
Every stock insurance company, other than life, doing business in this state shall, on or before the first day of March of each year, return to the Revenue Cabinet a statement under oath of all amounts paid to the company or its representative, whether designated as premiums or otherwise, for insurance or services incident thereto, on property or risks in this state during the preceding calendar year or since the last returns were made, including amounts received for reinsurance on Kentucky risks from unauthorized companies, and shall at the same time pay a tax of two dollars ($2) upon each one hundred dollars ($100) of such amounts paid to the company, less amounts returned on canceled policies and policies not taken.

(2)
The health insurance contract or contracts for state employees as authorized by KRS 18A.225 and Sections 6 to 11 of this Act[18A.228] shall not be subject to taxation under this section.

Section 17.   KRS 136.350 is amended to read as follows:

(1)
All mutual companies other than life doing business under this law shall pay to the Revenue Cabinet on or before the first day of March in each year, a tax of two percent (2%) of all amounts paid to the company or its representative, whether designated as premiums or otherwise, for insurance or services incident thereto, including amounts paid for membership or policy dues or fees, on property or risks in this state during the preceding calendar year, including amounts received for reinsurance on Kentucky risks from unauthorized companies.

(2)
In addition to the foregoing tax, mutual insurance companies and Lloyd's insurers shall pay an annual tax as prescribed for stock insurance companies by KRS 136.360 and for like purposes.

(3)
In computing premiums upon which tax is to be paid there shall be deducted, in both direct and reinsurance business, return premiums on canceled policies and policies not taken, and dividends paid or credited to policyholders.

(4)
The provisions of this section shall not apply to domestic mutual companies, cooperative or assessment fire insurance companies.

(5)
The health insurance contract or contracts for state employees as authorized by KRS 18A.225,[ and] 18A.228, and Sections 6 to 11 of this Act shall not be subject to taxation under this section.

Section 18.   KRS 304.17A-010 is amended to read as follows:

As used in KRS 304.17A-010 to 304.17A-070:

(1)
"Accountable health plan" means an organization that integrates health care providers and facilities and assumes financial risk, in order to provide health care services to alliance members, and is certified by the alliance pursuant to KRS 304.17A-070. The term includes any self-insured plan provided by the Kentucky Kare Health Insurance Fund as provided in Section 7 of this Act[state employee benefit fund established under KRS 18A.2281].

(2)
"Alliance" means the Kentucky Health Purchasing Alliance created by KRS 304.17A-020.

(3)
"Alliance member" means both mandatory and voluntary alliance members.

(4)
"Antitrust laws" means federal and state laws intended to protect commerce from unlawful restraints, monopolies, and unfair business practices.

(5)
"Commissioner" means the commissioner of the Kentucky Department of Insurance.

(6)
"Business health coalition" means a group of employers organized to share information about health services and insurance coverage, to enable the employers to obtain more cost-effective care for their employees.

(7)
"Health purchasing alliance" means an agency attached for administrative purposes to the department but which operates independently of the department and that provides member purchasing services and detailed information to its members on comparative prices, usage, outcomes, quality, and enrollee satisfaction with accountable health plans and which was previously certified by the Kentucky Health Policy Board.

(8)
"Consumer" means an individual user of health care services.

(9)
"Department" means the Kentucky Department of Insurance.

(10)
"Grievance procedure" means an established set of rules that specify a process for appeal of an organizational decision.

(11)
"Health care provider" or "provider" means any facility or service required to be licensed pursuant to KRS Chapter 216B, pharmacist as defined pursuant to KRS Chapter 315, and any of the following independent practicing practitioners:

(a)
Physicians, osteopaths, and podiatrists licensed pursuant to KRS Chapter 311;

(b)
Chiropractors licensed pursuant to KRS Chapter 312;

(c)
Dentists licensed pursuant to KRS Chapter 313;

(d)
Optometrists licensed pursuant to KRS Chapter 320;

(e)
Physician assistants regulated pursuant to KRS Chapter 311;

(f)
Nurse practitioners licensed pursuant to KRS Chapter 314; and

(g)
Other health care practitioners as determined by the department by administrative regulations promulgated pursuant to KRS Chapter 13A.

(12)
"Health insurer" or "insurer" means any insurance company; health maintenance organization; self-insurer or multiple employer welfare arrangement not exempt from state regulation by ERISA; a provider-sponsored integrated health delivery network which complies with financial and other criteria established by the department to protect against financial insolvency and to assure capability of providing required services or nonprofit hospital, medical-surgical, dental, or health service corporation authorized to transact health insurance business in Kentucky.

(13)
"Health benefit plan" means any hospital or medical expense policy or certificate; nonprofit hospital, medical-surgical, and health service corporation contract or certificate; a self-insured plan or a plan provided by a multiple employer welfare arrangement, to the extent permitted by ERISA; or health maintenance organization contract; or standard and supplemental health benefit plan which affects the rights of a Kentucky insured and bears a reasonable relation to Kentucky, whether delivered or issued for delivery in Kentucky, and does not include policies covering only accident, credit, dental, disability income, fixed indemnity, long-term care, Medicare supplement, specified disease, vision care, coverage issued as a supplement to liability insurance, insurance arising out of a workers' compensation or similar law, automobile medical-payment insurance, insurance under which benefits are payable with or without regard to fault and which is statutorily required to be contained in any liability insurance policy or equivalent self-insurance, or student health insurance offered by a Kentucky-licensed insurer under written contract with a university or college whose students it proposes to insure, and, upon approval by the department, individual limited guaranteed renewable hospital or medical expense policies whose provisions and terms may not be changed by the insurer, which were issued prior to January 1, 1994, and conversion policies for group health policies existing on January 1, 1994, if the department determines that the individual limited guaranteed renewable expense policies and conversion policies provide benefits that are less than the benefits provided by the basic health benefit plan as defined by the department.

(14)
"Health status" means an assessment of an individual's mental and physical condition.

(15)
"Managed care" means systems or techniques generally used by third-party payors or their agents to affect access to and control payment for health care services. Managed care techniques may include one (1) or more of the following:

(a)
Prior, concurrent, and retrospective review of the medical necessity and appropriateness of services or site of services;

(b)
Contracts with selected health care providers;

(c)
Financial incentives or disincentives related to the use of specified providers, services, or service sites;

(d)
Controlled access to and coordination of services by a case manager; and

(e)
Payor efforts to identify treatment alternatives and modify benefit restrictions for high cost patient care.

(16)
"Managed competition" means a process by which purchasers participate in alliances to obtain information on health benefit plans, and purchase from, competing accountable health plans.

(17)
(a)
"Mandatory alliance member" means:

1.
Any person for whom the Commonwealth provides health insurance pursuant to KRS 18A.225,[ to] 18A.229, and Sections 6 to 11 of this Act;

2.
Elected and salaried employees of local school districts;

3.
Employees of local and district health departments;

4.
Justices, judges, clerks, deputy clerks, and all other employees of the Judicial Department; and

5.
Recipients under the Kentucky Medical Assistance Program under KRS Chapter 205, to the extent the basic benefit package offered by the alliance covers those mandatory Medicaid services required to be offered by federal law if the following conditions are met:

a.
The Cabinet for Human Resources determines enrolling Medicaid recipients in the alliance to be practicable; and

b.
Necessary waivers are obtained by the Cabinet for Human Resources from the Federal Health Care Financing Administration to permit enrolling Medicaid recipients in the alliance.

(b)
With respect to subparagraphs 2. to 4. of paragraph (a) of this subsection, "mandatory alliance member" means only those positions or offices for which health care coverage is provided on July 15, 1994 or for which health care coverage is extended after July 15, 1994, and nothing in this subsection shall be construed to mandate provision of health care coverage for positions and offices within the scope of those subparagraphs if that coverage was not in effect on July 15, 1994.

(c)
With respect to those persons listed in subparagraphs 2. to 4. of paragraph (a) of this subsection, alliance membership shall be mandatory effective January 1, 1996, except those persons covered under a health insurance contract in effect as of April 1, 1994, and which is still in effect as of January 1, 1996, shall not be required to be a member of the alliance until the termination date of the contract.

(18)
"Medical outcomes" means a change in an individual's health status after the provision of health services.

(19)
"Provider network" means an affiliated group of varied health care providers that is established to provide a continuum of health care services to individuals.

(20)
"Purchaser" means an individual, an organization, or the Commonwealth that makes health benefit purchasing decisions on behalf of a group of individuals.

(21)
"Self-funded plan" means a group health insurance plan in which the sponsoring organization assumes the financial risk of paying for all covered services provided to its enrollees.

(22)
"Utilization management" means programs designed to control the overutilization of health services by reviewing their appropriateness relative to established standards or norms.

(23)
"Voluntary alliance member" means:

(a)
An employer with fifty (50) employees or less who voluntarily chooses to participate in a health purchasing alliance except that any employer who provides health plan benefits for one employee shall provide health plan benefits for all employees, including part-time employees; or

(b)
An individual who voluntarily chooses to participate in a health purchasing alliance; or

(c)
An affiliated group or association consisting of fifty (50) individuals or less who voluntarily choose to participate in the health purchasing alliance as a group; or

(d)
Employees of state institutions of higher education; or

(e)
Elected and salaried employees of cities, counties, urban-counties, charter counties, or special districts excluding school districts.

Section 19.   KRS 304.17A-070 is amended to read as follows:

(1)
An accountable health plan may be created by health care providers, or health maintenance organizations, or health insurers, or the Kentucky Kare Health Insurance Authority as provided in Section 6 of this Act[a state employee benefit fund established under KRS 18A.2281], for the purpose of providing health care services to alliance members.

(2)
Each accountable health plan that seeks to offer services to members of the alliance shall first be certified by the alliance. The alliance shall adopt administrative regulations pursuant to KRS Chapter 13A, in consultation with the department, for certification of accountable health plans. To qualify as an accountable health plan, an applicant shall submit information acceptable to the alliance to satisfactorily demonstrate that the plan:

(a)
Is licensed and in good standing with the licensure boards for participating providers;

(b)
Has demonstrated the capacity to administer the health plans it is offering;

(c)
Has the ability, experience, and structure to arrange for the appropriate level and type of health care services;

(d)
Has the ability, policies, and procedures to conduct utilization management activities;

(e)
Has the ability to achieve, monitor, and evaluate the quality and cost effectiveness of care provided by its provider network;

(f)
Is financially solvent;

(g)
Has the ability to assure enrollees adequate access to providers, including geographic availability and adequate numbers and types;

(h)
Has the ability and procedures to monitor access to its provider network;

(i)
Has a satisfactory grievance procedure and the ability to respond to enrollee's inquires and complaints;

(j)
Has the ability to recruit and retain health care providers in medically-underserved areas;

(k)
Does not limit the participation of any health care provider in its provider network in another accountable health plan;

(l)
Has the ability and policies that allow patients to receive care in the most appropriate, least restrictive setting;

(m)
Does not discriminate in enrolling members;

(n)
Participates in coordination of benefits;

(o)
Uses standardized electronic claims and billing processes and formats;

(p)
Discloses to the alliance reimbursement arrangements with providers; and

(q)
Assures that all services covered by the accountable health plan are available to all persons enrolled in the plan within thirty (30) miles of each person's place of residence, to the extent those services are available within that area, and assures that all services not available therein shall be offered at sites as proximate to the enrollee as possible.

(3)
The alliance shall establish a certification fee to be paid by each accountable health plan to cover the cost in performing the certification review.

(4)
An accountable health plan shall require all providers participating in the plan to report to the department specified data which can be used in determining medical outcomes in accordance with standards approved by the department and shall comply with all provisions of this subtitle.

(5)
A provider may participate in more than one (1) accountable health plan except for providers who are employed by a health maintenance organization or are employed full-time by a provider network and receive a salary.

(6)
Notwithstanding any provisions of this section to the contrary, any self-insured plan provided by the Kentucky Kare Health Insurance Fund provided in Section 7 of this Act[state employee benefit fund established under KRS 18A.2281] shall be certified as an accountable health plan under this section as long as it operates in compliance with the provisions of Sections 6 to 11 of this Act[KRS 18A.2281 to 18A.2286].

Section 20.   KRS 18A.2288 is amended to read as follows:

(1)
If a member of one (1) of the state-administered retirement systems changes health insurance carriers from one (1) of the optional plans to the self-funded plan created pursuant to Sections 6 to 11 of this Act[KRS 18A.2281] and the member has satisfied the pre-existing condition limitation in the optional plan, the member shall be covered in the self-funded plan without any limitation for pre-existing conditions.

(2)
A member of the County Employees Retirement System who is a member of a health insurance group plan sponsored by the member's employer and who has satisfied any pre-existing condition limitation required by the group, shall, upon retirement and upon the member's application, receive coverage in the self-funded plan created pursuant to Sections 6 to 11 of this Act[KRS 18A.2281] without any limitation for pre-existing conditions. This subsection also applies to a member of the Kentucky Employees Retirement System who is a member of a health insurance group plan sponsored by the member's employer, but not provided for in this chapter, who has satisfied any pre-existing condition limitation required by the group.

Section 21.   KRS 205.640 is amended to read as follows:

(1)
For purposes of this section, "hospital" includes all hospitals licensed in this state to provide acute care, psychiatric care, and rehabilitative services.

(2)
The commissioner of Medicaid services shall adopt a disproportionate share program consistent with the requirements of Title XIX of the Social Security Act which shall include to the extent possible, but not limited to, the provisions of this section.

(3)
The "Medical Assistance Revolving Trust Fund (MART)" shall be established in the State Treasury and all provider tax revenues collected pursuant to KRS 142.301 to 142.359 shall be deposited in the State Treasury to the credit of the fund. All investment earnings of the fund shall be credited to the fund. Provider tax revenues collected in accordance with KRS 142.301 to 142.359 shall be used to fund the provisions of KRS 216.2920 to 216.2929 and to supplement the medical assistance-related general fund appropriations for fiscal year 1994 and subsequent fiscal years. Notwithstanding the provisions of KRS 48.500 and 48.600, the MART fund shall be exempt from any state budget reduction acts.

(4)
The "Medical Assistance Indigent Trust Fund (MAIT)" shall be established in the State Treasury for the purpose of receiving any funds transferred from the MART fund or from federal funds for the operation of the disproportionate share program established by the commissioner of Medicaid services in accordance with the provisions of subsection (2) of this section. All investment earnings of the fund shall be credited to the fund. Notwithstanding the provisions of KRS 48.500 and 48.600, the MAIT fund shall be exempt from any state budget reduction acts.

(5)
An amount, necessary to result in a total fund of eighty-one million dollars ($81,000,000) for fiscal year 1995, and eighty-six million five hundred thousand dollars ($86,500,000) for fiscal year 1996 including provider tax revenues and federal matching funds, to the extent possible, shall be transferred from the MART fund or from federal funds to the MAIT fund for the purpose of funding the disproportionate share program established by the commissioner of Medicaid services.

(a)
The sum of one million dollars ($1,000,000) in fiscal year 1995, and one and one-half million dollars ($1,500,000) in fiscal year 1996, taken entirely from provider tax revenues, transferred to the MAIT fund, shall be used to compensate hospitals that do not qualify for the disproportionate share program for services provided by the hospitals to Medicaid recipients beyond the covered days and to individuals and families with total annual incomes and resources up to one hundred percent (100%) of the federal poverty level except nonemergency care rendered through a hospital emergency room, as determined by the hospital pursuant to administrative regulations promulgated by the Cabinet for Human Resources.

(b)
The amount remaining in the MAIT fund shall be used to compensate hospitals qualifying for the disproportionate share program for service provided by the hospitals to Medicaid recipients beyond the covered days and individuals and families with total annual incomes and resources up to one hundred percent (100%) of the federal poverty level, except nonemergency care rendered through a hospital emergency room, as determined by the hospital pursuant to administrative regulations promulgated by the Cabinet for Human Resources in accordance with this section.

(c)
No individual hospital shall receive distributions from the MAIT fund that exceed indigent inpatient care provided by the hospital that meet the guidelines established in paragraphs (a) and (b) of this subsection and documented to the Department for Medicaid Services, as reimbursed at the hospital's Medicaid rate.

(d)
Distributions to hospitals from the MAIT fund shall be made on a quarterly basis. One fourth (1/4) of each share established pursuant to paragraphs (a) and (b) of this subsection shall be the maximum amount available for distribution at the close of each quarter. The amount of distributions to each hospital shall be determined as follows:

1.
Hospitals shall report care provided to Medicaid recipients beyond the covered days and to individuals and families with total annual incomes and resources up to one hundred percent (100%) of the federal poverty including care rendered to indigent persons age twenty-two (22) to sixty-four (64) in a psychiatric hospital, and except nonemergency care rendered through a hospital emergency room, level to the Cabinet for Human Resources on a quarterly basis. The first report shall be due on or before October 20, 1994, and shall document care provided for the quarter beginning July 1, and ending September 30. Subsequent reports shall be due on or before January 20, April 20, July 20 and October 20 of each year thereafter.

2.
Within sixty (60) days of the due date of the reports established in subparagraph 1. of this paragraph, the Cabinet for Human Resources, Department for Medicaid Services shall review all reports filed and shall determine the maximum compensation authorized for each hospital filing reports, with payment for documented qualifying services provided at the lesser of each hospital's individual per diem rate or the weighted median per diem for hospitals in each peer group, as established annually by the Department of Medicaid Services.

3.
Within ninety (90) days of the due date of the reports established in subparagraph 1. of this paragraph, the Cabinet for Human Resources, Department for Medicaid Services shall remit to each hospital the amount determined to be due pursuant to the provisions of subparagraph 2. of this paragraph. If the total amount due all hospitals entitled to compensation in any quarter exceeds the funds available in any quarter, the distribution received by each hospital shall be proportionately reduced. If the total amount due all hospitals entitled to compensation in any quarter is less than the funds available for distribution in that quarter, the excess funds may be carried forward to satisfy future claims.

(6)
Except for nonemergency care rendered through a hospital emergency room, hospitals receiving reimbursement from the MAIT fund shall not bill patients for services provided to patients not eligible for medical assistance with family incomes up to one hundred percent (100%) of the federal poverty level.

(7)
The secretary of the Cabinet for Human Resources shall promulgate administrative regulations necessary, pursuant to KRS Chapter 13A, for the administration and implementation of this section.

(8)
All hospitals receiving reimbursement from the MAIT fund shall:

(a)
Display prominently a sign which reads as follows: "This hospital will accept patients regardless of race, creed, ethnic background, or ability to pay.";

(b)
Accept benefits of state health insurance coverage described in KRS 18A.229 and Sections 6 to 11 of this Act[18A.2281];

(c)
Provide to Medicaid recipients any additional days of coverage per hospital stay, based on medical necessity determined in the usual manner, without responsibility for payment for such days of care accruing to the patient or the Medicaid program; and

(d)
Collect and report to the department data on the number of indigent patient days provided pursuant to this section, including additional days of coverage for Medicaid recipients. The cabinet shall annually, no later than July 1, compile a report for the Governor and the Legislative Research Commission on the implementation of this section.

Section 22.   The following KRS sections are repealed:

18A.2281   State employee benefit fund for self-insurance.

18A.2282   Custody and supervision of state employee benefit fund -- Duties -- Moneys credited to fund -- Special reserve -- Investments -- Reports.

18A.2283   Tax exemption for self-funded health insurance plan.

18A.2284   Date option available -- Initial enrollment period.

18A.2285   Exclusions.

Section 23.   If the reorganization of the cabinet for Human Resources into the Cabinet for Families and Children and the Cabinet for Health Services is confirmed by this 1998 Regular Session of the General Assembly, the reference to the Cabinet for Human Resources appearing in subsection (2) of Section 6 of this Act shall be codified as the Cabinet for Health Services.

If the reorganization of the Department of Personnel into the Personnel Cabinet is confirmed by this 1998 Regular Session of the General Assembly, the reference to the commissioner of the Department of Personnel appearing in subsection (2) of Section 6 of this Act shall be codified as the secretary of the Personnel Cabinet.

Section 24.   The General Assembly hereby confirms Executive Order 97-146, dated January 31, 1997, as amended by Executive Order 97-238, dated February 24, 1997, relating to the Kentucky Kare Health Insurance Authority and Fund, to the extent it is not otherwise confirmed or superseded by this Act.
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