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AN ACT relating to health insurance.

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

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

As used in this subtitle, unless the context requires otherwise:

(1)
(a)
"Creditable coverage" means, with respect to an individual, coverage of the individual under any of the following:

1.
A group health plan;
2.
Health insurance coverage;
3.
Part A or Part B of Title XVIII of the Social Security Act;
4.
Title XIX of the Social Security Act, other than coverage consisting solely of benefits under section 1928;
5.
Chapter 55 of Title 10, United States Code;
6.
A medical care program of the Indian Health Service or of a tribal organization;
7.
A state health benefits risk pool;
8.
A health plan offered under Chapter 89 of Title 5, United States Code;
9.
A public health plan, as defined in regulations; or
10.
A health benefit plan under section 5(e) of the Peace Corps Act (22 U.S.C. sec. 2504(e)).
(b)
This term does not include coverage consisting solely of coverage of excepted benefits as defined in subsection (4) of this section;
(2)
"COBRA" means any of the following:
(a)
26 U.S.C. sec. 4980B other than subsection (f)(1) as it relates to pediatric vaccines;

(b)
The Employees Retirement Income Security Act of 1974, 29 U.S.C. sec. 1161 et seq. other than sec. 1169; or

(c)
42 U.S.C. sec. 300bb;
(3)
"Eligible individual" means an individual:

(a)
For whom, as of the date on which the individual seeks coverage, the aggregate of the periods of creditable coverage is eighteen (18) or more months and whose most recent prior creditable coverage was under a group health plan, governmental plan, or church plan;

(b)
Who is not eligible for coverage under a group health plan, Part A or Part B of Title XVIII of the Social Security Act, 42 U.S.C. sec. 1395j et seq. or a state plan under Title XIX of the Social Security Act, 42 U.S.C. sec. 1396 et seq., and does not have other health insurance coverage;

(c)
With respect to whom the most recent coverage within the coverage period described in paragraph (a) of this subsection was not terminated based on a factor described in subsection (2)(a) and (b) of Section 8 of this Act;

(d)
If the individual had been offered the option of continuation coverage under a COBRA continuation provision or under KRS 304.18-110, who elected the coverage; and

(e)
Who, if the individual elected the continuation coverage, has exhausted the continuation coverage under the provision or program;

(4)
"Excepted benefits" means benefits under one (1) or more, or any combination thereof, of the following:

(a)
Coverage only for accident, or disability income insurance, or any combination thereof;
(b)
Coverage issued as a supplement to liability insurance;
(c)
Liability insurance, including general liability insurance and automobile liability insurance;
(d)
Workers' compensation or similar insurance;
(e)
Automobile medical payment insurance;
(f)
Credit-only insurance;
(g)
Coverage for on-site medical clinics;
(h)
Other similar insurance coverage, specified in administrative regulations, under which benefits for medical care are secondary or incidental to other insurance benefits;
(i)
Limited scope dental or vision benefits;
(j)
Benefits for long-term care, nursing home care, home health care, community-based care, or any combination thereof; and
(k)
Such other similar, limited benefits as are specified in administrative regulations;
(l)
Coverage only for a specified disease or illness; and
(m)
Hospital indemnity or other fixed indemnity insurance; and
(n)
Benefits offered as Medicare supplemental health insurance, as defined under section 1882(g)(1) of the Social Services Act;

(o)
Coverage supplemental to the coverage provided under Chapter 55 of Title 10, United States Code; and

(p)
Coverage similar to that in paragraphs (n) and (o) of this subsection that is supplemental to coverage under a group health plan;
(5)
"Health benefit plan" means any hospital or medical expense policy or certificate; nonprofit hospital, medical-surgical, and health service corporation contract or certificate; self-insured plan or plan provided by a multiple employer welfare arrangement, to the extent permitted by ERISA; health maintenance organization contract; or any 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, short-term coverage, or student health insurance offered by a Kentucky-licensed insurer under written contract with a university or college whose students it proposes to insure;
(6)
"Health insurance insurer" or "insurer" means any insurance company; health maintenance organization; self-insurer or multiple employer welfare arrangement not exempt from state regulation by ERISA; provider-sponsored integrated health delivery network; self-insured employer-organized association; or nonprofit hospital, medical-surgical, dental, or health service corporation authorized to transact health insurance business in Kentucky; and
(7)
“Individual market” means the market for the health insurance coverage offered to individuals other than in connection with a group health plan.
SECTION 2.   A NEW SECTION OF SUBTITLE 18 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

As used in this subtitle, unless the context requires otherwise:
(1)
(a)
"Creditable coverage" means, with respect to an individual, coverage of the individual under any of the following:

1.
A group health plan;
2.
Health insurance coverage;
3.
Part A or Part B of Title XVIII of the Social Security Act;
4.
Title XIX of the Social Security Act, other than coverage consisting solely of benefits under section 1928;
5.
Chapter 55 of Title 10, United States Code;
6.
A medical care program of the Indian Health Service or of a tribal organization;
7.
A State health benefits risk pool;
8.
A health plan offered under Chapter 89 of Title 5, United States Code;
9.
A public health plan, as defined in regulations; or
10.
A health benefit plan under section 5(e) of the Peace Corps Act (22 U.S.C. 2504(e)).
(b)
This term does not include coverage consisting solely of coverage of excepted benefits as defined in subsection (4) of this section;
(2)
"COBRA" means any of the following:
(a)
26 U.S.C. sec. 4980B other than subsection (f)(1) as it relates to pediatric vaccines;
(b)
The Employees Retirement Income Security Act of 1974, 29 U.S.C. sec. 1161 et seq. other than Section 1169; or 
(c)
42 U.S.C. sec. 300bb;
(3)
"Eligible individual" means an individual:
(a)
For whom, as of the date on which the individual seeks coverage, the aggregate of the periods of creditable coverage is eighteen (18) or more months and whose most recent prior creditable coverage was under a group health plan, governmental plan, or church plan;
(b)
Who is not eligible for coverage under a group health plan, Part A or Part B of Title XVIII of the Social Security Act, 42 U.S.C. sec. 1395j et seq., or a state plan under Title XIX of the Social Security Act, 42 U.S.C. sec. 1396 et seq., and does not have other health insurance coverage;
(c)
With respect to whom the most recent coverage within the coverage period described in paragraph (a) of this subsection was not terminated based on a factor described in subsection (2)(a) and (b) of Section 8 of this Act;
(d)
If the individual had been offered the option of continuation coverage under a COBRA continuation provision or under KRS 304.18-110, who elected the coverage; and
(e)
Who, if the individual elected the continuation coverage, has exhausted the continuation coverage under the provision or program;
(4)
"Excepted benefits" means benefits under one (1) or more, or any combination thereof, of the following:

(a)
Coverage only for accident, or disability income insurance, or any combination thereof;
(b)
Coverage issued as a supplement to liability insurance;
(c)
Liability insurance, including general liability insurance and automobile liability insurance;
(d)
Workers' compensation or similar insurance;
(e)
Automobile medical payment insurance;
(f)
Credit-only insurance;
(g)
Coverage for on-site medical clinics;
(h)
Other similar insurance coverage, specified in administrative regulations, under which benefits for medical care are secondary or incidental to other insurance benefits;
(i)
Limited scope dental or vision benefits;
(j)
Benefits for long-term care, nursing home care, home health care, community-based care, or any combination thereof;

(k)
Such other similar, limited benefits as are specified in administrative regulations;
(l)
Coverage only for a specified disease or illness;
(m)
Hospital indemnity or other fixed indemnity insurance;

(n)
Benefits offered as Medicare supplemental health insurance, as defined under section 1882(g)(1) of the Social Services Act;

(o)
Coverage supplemental to the coverage provided under Chapter 55 of Title 10, United States Code; and

(p)
Coverage similar to that in paragraphs (n) and (o) of this subsection that is supplemental to coverage under a group health plan;
(5)
"Group health plan" means an employee welfare benefit plan as defined in 29 U.S.C. sec. 1002(1) to the extent that the plan provides medical care to employees or their dependents directly or through insurance, reimbursement, or otherwise;
(6)
"Group health insurance coverage" means, in connection with a group health plan, health insurance coverage offered in connection with such a plan;
(7)
"Health benefit plan" means any hospital or medical expense policy or certificate; nonprofit hospital, medical-surgical, and health service corporation contract or certificate; self-insured plan or plan provided by a multiple employer welfare arrangement, to the extent permitted by ERISA; health maintenance organization contract; or any 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, short-term coverage, 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
(8)
"Health insurance insurer" or "insurer" means any insurance company; health maintenance organization; self-insurer or multiple employer welfare arrangement not exempt from state regulation by ERISA; provider-sponsored integrated health delivery network; self-insured employer-organized association; or nonprofit hospital, medical-surgical, dental, or health service corporation authorized to transact health insurance business in Kentucky.
SECTION 3.   A NEW SECTION OF SUBTITLE 17 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Each insurer that offers health insurance coverage in the individual market may not, with respect to an eligible individual desiring to enroll in individual health insurance coverage, decline to offer coverage to, or deny enrollment of, the individual and shall comply with the provisions of subsections (2) to (8) of this section.
(2)
Subject to the succeeding subsections of this section, each insurer that offers health insurance coverage in the individual market in Kentucky may not, with respect to an eligible individual desiring to enroll in individual health insurance coverage, decline to offer such coverage to, or deny enrollment of, the individual, or impose any preexisting condition exclusion with respect to that coverage.
(3)
(a)
In the case of health insurance coverage offered in the individual market in Kentucky, the insurer may elect to limit the coverage offered under subsection (1) of this section so long as it offers at least two (2) different policy forms of health insurance coverage both of which:
1.
Are designed for, made generally available to, and actively marketed to, and enroll both eligible and other individuals by the insurer; and 
2.
Meet the requirement of paragraph (b) or (c) of this subsection, as elected by the insurer.

For purposes of this subsection, policy forms which have different cost-sharing arrangements or different riders shall be considered to be different policy forms.
(b)
The requirement of this paragraph that there be a choice of the most popular policy forms is met, for health insurance coverage policy forms offered by an insurer in the individual market, if the insurer offers the policy forms for individual health insurance coverage with the largest, and next-to-largest, premium volume of all such policy forms offered by the insurer in Kentucky or applicable marketing or service area, as may be prescribed in administrative regulation, by the insurer in the individual market in the period involved.
(c)
1.
The requirement of this paragraph that there be a choice of two (2) policy forms with representative coverage is met, for health insurance coverage policy forms offered by an insurer in the individual market, if the insurer offers a lower-level coverage policy form, as defined in subparagraph 2. of this paragraph, and a higher-level coverage policy form, as defined in subparagraph 3. of this paragraph, each of which includes benefits substantially similar to other individual health insurance coverage offered by the insurer in Kentucky and each of which is covered under a method which provides for risk adjustment, risk spreading, or a risk spreading mechanism among insurers or policies of an insurer or otherwise provides for some financial subsidization for eligible individuals, including through assistance to participating insurers;
2.
A policy form is described in this subparagraph if the actuarial value of the benefits under the coverage is at least eighty-five percent (85%) but not greater than one hundred percent (100%) of a weighted average as described in subparagraph 4. of this paragraph.
3.
A policy form is described in this subparagraph if:
a.
The actuarial value of the benefits under the coverage is at least fifteen percent (15%) greater than the actuarial value of the coverage described in subparagraph 2. of this paragraph offered by the insurer in the area involved; and
b.
The actuarial value of the benefits under the coverage is at least one hundred percent (100%) but not greater than one hundred twenty percent (120%) of a weighted average as described in subparagraph 4. of this paragraph.
4.
For purposes of this paragraph, the weighted average described in this subparagraph is the average actuarial value of the benefits provided by all the health insurance coverage issued, as elected by the insurer either by that insurer or by all insurers in Kentucky in the individual market during the previous year, not including coverage issued under this section, weighted by enrollment for the different coverage.
(d)
The insurer elections under this subsection shall apply uniformly to all eligible individuals in Kentucky for that insurer. Such an election shall be effective for policies offered during a period of not shorter than two (2) years.
(e)
For purposes of paragraph (c) of this subsection, the actuarial value of benefits provided under individual health insurance coverage shall be calculated based on a standardized population and a set of standardized utilization and cost factors.
(4)
(a)
In the case of an insurer that offers health insurance coverage in the individual market through a network plan, the insurer may:
1.
Limit the individuals who may be enrolled under this coverage to those who live, reside, or work within the service area for this network plan; and
2.
Within the service area of the plan, deny this coverage to those individuals if the insurer has demonstrated to the commissioner that:
a.
It will not have the capacity to deliver services adequately to additional individual enrollees because of its obligations to existing group contract holders and enrollees and individual enrollees; and
b.
It is applying this paragraph uniformly to individuals without regard to any health status-related factor of those individuals and without regard to whether the individuals are eligible individuals.
(b)
An insurer, upon denying health insurance coverage in any service area in accordance with paragraph (a)2. of this subsection, may not offer coverage in the individual market within that service area for a period of one hundred eighty (180) days after the coverage is denied.
(5)
(a)
A health insurance insurer may deny health insurance coverage in the individual market to an eligible individual if the insurer has demonstrated to the commissioner that:
1.
It does not have the financial reserves necessary to underwrite additional coverage; and
2.
It is applying this paragraph uniformly to all individuals in the individual market in Kentucky consistent with provisions of this chapter and without regard to any health status-related factor of those individuals and without regard to whether the individuals are eligible individuals.
(b)
An insurer, upon denying individual health insurance coverage in any service area in accordance with paragraph (a) of this subsection, may not offer this coverage in the individual market within that service area for a period of one hundred eighty (180) days after the date the coverage is denied or until the insurer has demonstrated to the commissioner that the insurer has sufficient financial reserves to underwrite additional coverage, whichever is later. This paragraph may be applied on a service-area-specific basis.
(6)
The provisions of subsection (2) of this section shall not be construed to require that an insurer offering health insurance coverage only in connection with group health plans or through one (1) or more bona fide associations, or both, offer such health insurance coverage in the individual market. An insurer offering health insurance coverage in connection with group health plans under this title shall not be deemed to be an insurer offering individual health insurance coverage solely because the insurer offers a conversion policy.
(7)
Nothing in this section shall be construed:
(a)
To restrict the amount of the premium rates that an insurer may charge an individual for health insurance coverage provided in the individual market under the provisions of this chapter; or
(b)
To prevent an insurer offering health insurance coverage in the individual market from establishing premium discounts or rebates or modifying otherwise applicable copayments or deductibles in return for adherence to programs of health promotion and disease prevention.
(8)
Each insurer that offers health insurance coverage in the individual market may not, with respect to an individual who is not an eligible individual under this section, and who desires to enroll in individual health insurance coverage, decline to offer coverage to, or deny enrollment of, the individual if the individual:

(a)
Has been a resident of Kentucky for at least twelve (12) months immediately preceding the effective date of this Act;

(b)
Is covered under an individual health benefit plan on the effective date of this Act;

(c)
Has been covered under an individual health benefit plan for the entire eighteen (18) months immediately preceding the effective date of this Act; and

(d)
The coverage referred to in paragraph (c) of this subsection did not consist solely of coverage for excepted benefits as defined in Section 1 of this Act.
SECTION 4.   A NEW SECTION OF SUBTITLE 18 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
(a)
Subject to paragraph (b) of this subsection, a group health plan, and an insurer offering group health insurance coverage in connection with a group health plan, may not establish rules for eligibility, including continued eligibility of any individual to enroll under the terms of the plan based on any of the following health status-related factors in relation to the individual or a dependent of the individual:
1.
Health status;
2.
Medical condition, including both physical and mental illnesses;
3.
Claims experience;
4.
Receipt of health care;
5.
Medical history;
6.
Genetic information;
7.
Evidence of insurability, including conditions arising out of acts of domestic violence; or
8.
Disability.
(b)
Paragraph (a) of this subsection shall not be construed:
1.
To require a group health plan, or group health insurance coverage, to provide particular benefits other than those provided under the terms of that plan or coverage; or
2.
To prevent such a plan or coverage from establishing limitations or restrictions on the amount, level, extent, or nature of the benefits or coverage for similarly situated individuals enrolled in the plan or coverage.
(c)
For purposes of paragraph (a) of this subsection, rules for eligibility to enroll under a plan include rules defining any applicable waiting periods for the enrollment.
(2)
(a)
A group health plan, and an insurer offering health insurance coverage in connection with a group health plan, may not require any individual, as a condition of enrollment or continued enrollment under the plan, to pay a premium or contribution which is greater than the premium or contribution for a similarly situated individual enrolled in the plan on the basis of any health status-related factor in relation to the individual or to an individual enrolled under the plan as a dependent of the individual.
(b)
Nothing in paragraph (a) of this subsection shall be construed:
1.
To restrict the amount that an employer may be charged for coverage under a group health plan; or
2.
To prevent a group health plan, and an insurer offering group health insurance coverage, from establishing premium discounts or rebates or modifying otherwise applicable copayments or deductibles in return for adherence to programs of health promotion and disease prevention.
SECTION 5.   A NEW SECTION OF SUBTITLE 18 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
For purposes of this section, unless the context requires otherwise:
(a)
"Small employer" means, in connection with a group health plan with respect to a calendar year and a plan year, an employer who employed an average of at least two (2) but not more than fifty (50) employees on business days during the preceding calendar year and who employs at least two (2) employees on the first day of the plan year; and
(b)
"Small group market" means the health insurance market under which individuals obtain health insurance coverage, directly or through any arrangement, on behalf of themselves and their dependents through a group health plan maintained by a small employer.
(2)
Each insurer that offers health insurance coverage in the small group market shall accept every small employer that applies for coverage and shall accept for enrollment under this coverage every eligible individual who applies for enrollment during the period in which the individual first becomes eligible to enroll under the terms of the group health plan and shall comply with the provisions of subsections (3) to (6) of this section.
(3)
(a)
Subject to subsections (4) to (6) of this section, each insurer that offers health insurance coverage in the small group market in Kentucky:
1.
Shall accept every small employer in Kentucky that applies for this coverage; and
2.
Shall accept for enrollment under this coverage every eligible individual, as defined in paragraph (b) of this subsection, who applies for enrollment during the period in which the individual first becomes eligible to enroll under the terms of the group health plan and may not place any restriction which is inconsistent with Section 4 of this Act on an eligible individual being a participant or beneficiary.
(b)
For purposes of this section, the term "eligible individual" means, with respect to an insurer that offers health insurance coverage to a small employer in connection with a group health plan in the small group market, such an individual in relation to the employer as shall be determined:
1.
In accordance with the terms of such plan;
2.
As provided by the insurer under rules of the insurer which are uniformly applicable in Kentucky to small employers in the small group market; and
3.
In accordance with all applicable state laws governing this insurer and this market.
(4)
(a)
In the case of an insurer that offers health insurance coverage in the small group market through a network plan, the insurer may:
1.
Limit the employers that may apply for this coverage to those with eligible individuals who live, work, or reside in the service area for this network plan; and
2.
Within the service area of the plan, deny coverage to these employers if the insurer has demonstrated to the commissioner that:
a.
It will not have the capacity to deliver services adequately to enrollees of any additional groups because of its obligations to existing group contract holders and enrollees; and
b.
It is applying this paragraph uniformly to all employers without regard to the claims experience of those employers and their employees, and their dependents, or any health status-related factor relating to those employees and dependents.
(b)
An insurer, upon denying health insurance coverage in any service area in accordance with paragraph (a)2. of this subsection, may not offer coverage in the small group market within that service area for a period of one hundred eighty (180) days after the date this coverage is denied.
(5)
(a)
An insurer may deny health insurance coverage in the small group market if the insurer has demonstrated to the commissioner that:
1.
It does not have the financial reserves necessary to underwrite additional coverage; and
2.
It is applying this paragraph uniformly to all employers in the small group market in Kentucky consistent with this chapter and without regard to the claims experience of those employers and their employees, and their dependents, or any health status-related factor relating to those employees and dependents.
(b)
An insurer, upon denying health insurance coverage in connection with group health plans in accordance with paragraph (a) of this subsection, may not offer coverage in connection with group health plans in the small group market in Kentucky for a period of one hundred eighty (180) days after the date the coverage is denied or until the insurer has demonstrated to the commissioner that the insurer has sufficient financial reserves to underwrite additional coverage, whichever is later. The commissioner by administrative regulation may provide for the application of this subsection on a service-area-specific basis.
(6)
(a)
Subsection (3) of this section shall not be construed to preclude an insurer from establishing employer contribution rules or group participation rules for the offering of health insurance coverage in connection with a group health plan in the small group market, as allowed under this chapter.
(b)
For purposes of paragraph (a) of this subsection:
1.
The term "employer contribution rule" means a requirement relating to the minimum level or amount of employer contribution toward the premium for enrollment of participants and beneficiaries; and
2.
The term "group participation rule" means a requirement relating to the minimum number of participants or beneficiaries that must be enrolled in relation to a specified percentage or number of eligible individuals or employees of an employer.
(7)
Subsection (3) of this section shall not apply to health insurance coverage offered by an insurer if this coverage is made available in the small group market only through one (1) or more bona fide associations.
SECTION 6.   A NEW SECTION OF SUBTITLE 18 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
All group health plans and insurers offering group health insurance coverage in the Commonwealth shall comply with the provisions of this section.
(2)
Subject to subsection (5) of this section, a group health plan, and an insurer offering group health insurance coverage, may, with respect to a participant or beneficiary, impose a pre-existing condition exclusion only if:
(a)
The exclusion relates to a condition, whether physical or mental, regardless of the cause of the condition, for which medical advice, diagnosis, care, or treatment was recommended or received within the six (6) month period ending on the enrollment date;
(b)
The exclusion extends for a period of not more than twelve (12) months, or eighteen (18) months in the case of a late enrollee, after the enrollment date; and
(c)
The period of any such pre-existing condition exclusion is reduced by the aggregate of the periods of creditable coverage, or applicable to the participant or beneficiary as of the enrollment date.
(3)
For purposes of this section:
(a)
1.
"Pre-existing condition exclusion" means, with respect to coverage, a limitation or exclusion of benefits relating to a condition based on the fact that the condition was present before the date of enrollment for that coverage, whether or not any medical advice, diagnosis, care, or treatment was recommended or received before that date.
2.
Genetic information shall not be treated as a condition described in subparagraph 1. of this paragraph in the absence of a diagnosis of the condition related to this information;
(b)
"Enrollment date" means, with respect to an individual covered under a group health plan or health insurance coverage, the date of enrollment of the individual in the plan or coverage or, if earlier, the first day of the waiting period for such enrollment;
(c)
"Late enrollee" means, with respect to coverage under a group health plan, a participant or beneficiary who enrolls under the plan other than during:
1.
The first period in which the individual is eligible to enroll under the plan; or
2.
A special enrollment period under subsection (7) of this section; and
(d)
"Waiting period" means, with respect to a group health plan and an individual who is a potential participant or beneficiary in the plan, the period that must pass with respect to the individual before the individual is eligible to be covered for benefits under the terms of the plan.
(4)
(a)
A period of creditable coverage shall not be counted, with respect to enrollment of an individual under a group health plan, if, after the period and before the enrollment date, there was a sixty-three (63) day period during all of which the individual was not covered under any creditable coverage.
(b)
For purposes of paragraph (a) of this subsection and subsection (5)(d) of this section, any period that an individual is in a waiting period for any coverage under a group health plan or for group health insurance coverage or is in an affiliation period, as defined in subsection (8)(b) of this section, shall not be taken into account in determining the continuous period under paragraph (a) of this subsection.
(c)
1.
Except as otherwise provided under paragraph (b) of this subsection, for purposes of applying subsection (2)(c) of this section, a group health plan and an insurer offering group health insurance coverage, shall count a period of creditable coverage without regard to the specific benefits covered during the period.
2.
A group health plan, or an insurer offering group health insurance coverage, may elect to apply subsection (2)(c) of this section based on coverage of benefits within each of several classes or categories of benefits specified in regulations rather than as provided under paragraph (a) of this subsection. This election shall be made on a uniform basis for all participants and beneficiaries. Under this election a group health plan or insurer shall count a period of creditable coverage with respect to any class or category of benefits if any level of benefits is covered within this class or category.
3.
In the case of an election with respect to a group health plan under paragraph (b) of this subsection, whether or not health insurance coverage is provided in connection with the plan, the plan shall:
a.
Prominently state in any disclosure statements concerning the plan, and state to each enrollee at the time of enrollment under the plan, that the plan has made this election; and
b.
Include in these statements a description of the effect of this election.
(d)
Periods of creditable coverage with respect to an individual shall be established through presentation of certifications described in subsection (6) of this section or in such other manner as may be specified in administrative regulations.
(5)
(a)
Subject to paragraph (d) of this subsection, a group health plan, and an insurer offering group health insurance coverage, may not impose any pre-existing condition exclusion in the case of an individual who, as of the last day of the thirty (30) day period beginning with the date of birth, is covered under creditable coverage.
(b)
Subject to paragraph (d) of this subsection, a group health plan, and an insurer offering group health insurance coverage, may not impose any pre-existing condition exclusion in the case of a child who is adopted or placed for adoption before attaining eighteen (18) years of age and who, as of the last day of the thirty (30) day period beginning on the date of the adoption or placement for adoption, is covered under creditable coverage. The previous sentence shall not apply to coverage before the date of the adoption or placement for adoption.
(c)
A group health plan, and insurer offering group health insurance coverage, may not impose any pre-existing condition exclusion relating to pregnancy as a pre-existing condition.
(d)
Paragraphs (a) and (b) of this subsection shall no longer apply to an individual after the end of the first sixty-three (63) day period during all of which the individual was not covered under any creditable coverage.
(6)
(a)
1.
A group health plan, and an insurer offering group health insurance coverage, shall provide the certification described in subparagraph 2. of this subsection:

a.
At the time an individual ceases to be covered under the plan or otherwise becomes covered under a COBRA continuation provision;
b.
In the case of an individual becoming covered under such a provision, at the time the individual ceases to be covered under the provision; and
c.
On the request on behalf of an individual made not later than twenty-four (24) months after the date of cessation of the coverage described in subdivision a. or b. of this subparagraph, whichever is later.

The certification under subdivision a. of this subparagraph may be provided, to the extent practicable, at a time consistent with notices required under any applicable COBRA continuation provision.
2.
The certification described in this subparagraph is a written certification of:
a.
The period of creditable coverage of the individual under the plan and the coverage, if any, under the COBRA continuation provision; and
b.
The waiting period, if any, and affiliation period, if applicable, imposed with respect to the individual for any coverage under the plan.
3.
To the extent that medical care under a group health plan consists of group health insurance coverage, the plan is deemed to have satisfied the certification requirement under this paragraph if the health insurance insurer offering the coverage provides for the certification in accordance with this paragraph.
(b)
In the case of an election described in subsection (4)(c)2. of this section by a group health plan or health insurance insurer, if the plan or insurer enrolls an individual for coverage under the plan and the individual provides a certification of coverage of the individual under paragraph (a) of this subsection:
1.
Upon request of the plan or insurer, the entity which issued the certification provided by the individual shall promptly disclose to the requesting plan or insurer information on coverage of classes and categories of health benefits available under the entity's plan or coverage; and
2.
The entity may charge the requesting plan or insurer for the reasonable cost of disclosing this information.
(7)
(a)
A group health plan, and an insurer offering group health insurance coverage in connection with a group health plan, shall permit an employee who is eligible, but not enrolled, for coverage under the terms of the plan, or a dependent of such an employee if the dependent is eligible, but not enrolled, for coverage under these terms, to enroll for coverage under the terms of the plan if each of the following conditions is met:
1.
The employee or dependent was covered under a group health plan or had health insurance coverage at the time coverage was previously offered to the employee or dependent;
2.
The employee stated in writing at that time that coverage under a group health plan or health insurance coverage was the reason for declining enrollment, but only if the plan sponsor or insurer, if applicable, required such a statement at that time and provided the employee with notice of the requirement, and the consequences of the requirement, at that time;
3.
The employee's or dependent's coverage described in subparagraph 1. of this paragraph:
a.
Was under a COBRA continuation provision and the coverage under that provision was exhausted; or
b.
Was not under such a provision and either the coverage was terminated as a result of loss of eligibility for the coverage, including as a result of legal separation, divorce, death, termination of employment, or reduction in the number of hours of employment, or employer contributions toward the coverage were terminated; and
4.
Under the terms of the plan, the employee requests the enrollment not later than thirty (30) days after the date of exhaustion of coverage described in subparagraph 3.a. of this paragraph or termination of coverage or employer contribution described in subparagraph 3.b. of this paragraph.
(b)
1.
If:
a.
A group health plan makes coverage available with respect to a dependent of an individual;
b.
The individual is a participant under the plan, or has met any waiting period applicable to becoming a participant under the plan and is eligible to be enrolled under the plan but for a failure to enroll during a previous enrollment period; and
c.
A person becomes such a dependent of the individual through marriage, birth, or adoption or placement for adoption; the group health plan shall provide for a dependent special enrollment period described in subparagraph 2. of this paragraph during which the person or, if not otherwise enrolled, the individual, may be enrolled under the plan as a dependent of the individual, and in the case of the birth or adoption of a child, the spouse of the individual may be enrolled as a dependent of the individual if the spouse is otherwise eligible for coverage.
2.
A dependent special enrollment period under this subparagraph shall be a period of not less than thirty (30) days and shall begin on the later of:
a.
The date dependent coverage is made available; or
b.
The date of the marriage, birth, or adoption or placement for adoption, as the case may be, described in subparagraph 1.c. of this paragraph.
3.
If an individual seeks to enroll a dependent during the first thirty (30) days of such a dependent special enrollment period, the coverage of the dependent shall become effective:
a.
In the case of marriage, not later than the first day of the first month beginning after the date the completed request for enrollment is received;
b.
In the case of a dependent's birth, as of the date of such birth; or
c.
In the case of a dependent's adoption or placement for adoption, the date of the adoption or placement for adoption.
(8)
(a)
In the case of a group health plan that offers medical care through health insurance coverage offered by a health maintenance organization, the plan may provide for an affiliation period with respect to coverage through the organization only if:
1.
No pre-existing condition exclusion is imposed with respect to coverage through the organization;
2.
The period is applied uniformly without regard to any health status-related factors; and
3.
The period does not exceed two (2) months, or three (3) months in the case of a late enrollee.
(b)
1.
For purposes of this section, the term "affiliation period" means a period which, under the terms of the health insurance coverage offered by the health maintenance organization, must expire before the health insurance coverage becomes effective. The organization is not required to provide health care services or benefits during this period and no premium shall be charged to the participant or beneficiary for any coverage during the period.
2.
This period shall begin on the enrollment date.
3.
An affiliation period under a plan shall run concurrently with any waiting period under the plan.
(c)
A health maintenance organization described in paragraph (a) of this subsection may use alternative methods other than those described in that paragraph to address adverse selection as approved by the commissioner.
SECTION 7.   A NEW SECTION OF SUBTITLE 17 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
An insurer offering individual health insurance coverage in the individual market in the Commonwealth shall not impose any pre-existing exclusions as to any eligible individual.
(2)
Each insurer offering individual health insurance coverage in the individual market in the Commonwealth that chooses to impose a pre-existing conditions exclusion on individuals who do not meet the definition of eligible individual shall comply with the provisions of Section 6 of this Act.

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

(1)
Except as provided in this section, an insurer that provides individual health insurance coverage to an individual shall renew or continue in force coverage at the option of the individual.
(2)
An insurer may nonrenew or discontinue health insurance coverage of an individual in the individual market based only on one (1) or more of the following:
(a)
The individual has failed to pay premiums or contributions in accordance with the terms of the health insurance coverage or the insurer has not received timely premium payments;
(b)
The individual has performed an act or practice that constitutes fraud or made an intentional misrepresentation of material fact under the terms of the coverage;
(c)
The insurer is ceasing to offer coverage in the individual market in accordance with subsection (3) of this section;
(d)
In the case of an insurer that offers health insurance coverage in the market through a network plan, the individual no longer resides, lives, or works in the service area, or in an area for which the insurer is authorized to do business, but only if the coverage is terminated under this paragraph uniformly without regard to any health status-related factor of covered individuals; or
(e)
In the case of health insurance coverage that is made available in the individual market only through one (1) or more bona fide associations, the membership of the individual in the association, on the basis of which the coverage is provided, ceases but only if the coverage is terminated under this paragraph uniformly without regard to any health status-related factor of covered individuals.
(3)
(a)
In any case in which an insurer decides to discontinue offering a particular type of health insurance coverage offered in the individual market, coverage of the type may be discontinued by the insurer only if:
1.
The insurer provides notice to each covered individual provided coverage of this type in the market of the discontinuation at least ninety (90) days prior to the date of the discontinuation of the coverage;
2.
The insurer offers to each individual in the individual market provided coverage of this type, the option to purchase any other individual health insurance coverage currently being offered by the insurer for individuals in the market; and
3.
In exercising the option to discontinue coverage of this type and in offering the option of coverage under subparagraph 2. of this paragraph, the insurer acts uniformly without regard to any health status-related factor of enrolled individuals or individuals who may become eligible for coverage.
(b)
1.
Subject to paragraph (a)3. of this subsection, in any case in which a health insurance insurer elects to discontinue offering all health insurance coverage in the individual market in Kentucky, health insurance coverage may be discontinued by the insurer only if:
a.
The insurer provides notice to the commissioner and to each individual of the discontinuation at least one hundred eighty (180) days prior to the date of the expiration of the coverage; and
b.
All health insurance issued or delivered for issuance in Kentucky in the market is discontinued and coverage under the health insurance coverage in the market is not renewed.
2.
In the case of a discontinuation under subparagraph 1. of this paragraph in the individual market, the insurer may not provide for the issuance of any health insurance coverage in the market in Kentucky during the five (5) year period beginning on the date of the discontinuation of the last health insurance coverage not so renewed.
(4)
At the time of coverage renewal, an insurer may modify the health insurance coverage for a policy form offered to individuals in the individual market so long as the modification is consistent with this chapter and effective on a uniform basis among all individuals with that policy form.
(5)
In applying this section in the case of health insurance coverage that is made available by an insurer in the individual market to individuals only through one (1) or more associations, a reference to an individual is deemed to include a reference to such an association of which the individual is a member.
SECTION 9.   A NEW SECTION OF SUBTITLE 18 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Except as provided in this section, if an insurer offers health insurance coverage in the group market in connection with a group health plan, the insurer shall renew or continue in force coverage at the option of the plan sponsor of the plan.
(2)
An insurer may nonrenew or discontinue health insurance coverage offered in connection with a group health plan in the group market based only on one (1) or more of the following:
(a)
The plan sponsor has failed to pay premiums or contributions in accordance with the terms of the health insurance coverage or the insurer has not received timely premium payments;
(b)
The plan sponsor has performed an act or practice that constitutes fraud or made an intentional misrepresentation of material fact under the terms of the coverage;
(c)
The plan sponsor has failed to comply with a material plan provision relating to employer contribution or group participation rules;
(d)
The insurer is ceasing to offer coverage in the group market in accordance with subsection (3) of this section;
(e)
In the case of an insurer that offers health insurance coverage in the market through a network plan, there is no longer any enrollee in connection with the plan who resides, lives, or works in the service area of the insurer or in the area for which the insurer is authorized to do business; or
(f)
In the case of health insurance coverage that is made available in the group market only through one (1) or more bona fide associations, the membership of an employer in the association, on the basis of which the coverage is provided, ceases but only if the coverage is terminated under this paragraph uniformly without regard to any health status-related factor of covered individuals.
(3)
(a)
In any case in which an insurer decides to discontinue offering a particular type of health insurance coverage offered in the group market, coverage of the type may be discontinued by the insurer in the market only if:
1.
The insurer provides notice to each plan sponsor provided coverage of this type in the market, and participants and beneficiaries covered under the coverage, of the discontinuation at least ninety (90) days prior to the date of the discontinuation of the coverage;
2.
The insurer offers to each plan sponsor provided coverage of this type in the market, the option to purchase all other health insurance coverage currently being offered by the insurer to a group health plan in the market; and
3.
In exercising the option to discontinue coverage of this type and in offering the option of coverage under subparagraph 2. of this paragraph, the insurer acts uniformly without regard to the claims experience of those sponsors or any health status-related factor relating to any participants or beneficiaries covered or new participants or beneficiaries who may become eligible for coverage.
(b)
1.
In any case in which an insurer elects to discontinue offering all health insurance coverage in the group market in Kentucky, health insurance coverage may be discontinued by the insurer only if:
a.
The insurer provides notice to the commissioner and to each plan sponsor, and participants and beneficiaries covered under the coverage, of the discontinuation at least one hundred eighty (180) days prior to the date of the expiration of the coverage; and
b.
All health insurance issued or delivered for issuance in Kentucky in the market is discontinued and coverage under the health insurance coverage in the market is not renewed.
2.
In the case of a discontinuation under subparagraph 1. of this paragraph in the group market, the insurer may not provide for the issuance of any health insurance coverage in the market in Kentucky during the five (5) year period beginning on the date of the discontinuation of the last health insurance coverage not so renewed.
(4)
At the time of coverage renewal, an insurer may modify the health insurance coverage for a product offered to a group health plan in the group market if, for coverage that is available in the market other than only through one (1) or more bona fide associations, the modification is consistent with this chapter and effective on a uniform basis among group health plans with that product.
(5)
In applying this section in the case of health insurance coverage that is made available by an insurer in the group market to employers only through one (1) or more associations, a reference to plan sponsor is deemed, with respect to coverage provided to an employer member of the association, to include a reference to the employer.

SECTION 10.   A NEW SECTION OF SUBTITLE 17 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

An insurer that, on or after July 15, 1995, until the effective date of this Act, issued standard health benefit plans under KRS 304.17A-160 and then ceased doing business in Kentucky may apply to the commissioner on or after the effective date of this Act for approval to reenter Kentucky and engage in the health insurance business notwithstanding the provisions of KRS 304.17A-110(1)(d) as it existed on the date the insurer ceased doing business in Kentucky.
SECTION 11.   A NEW SECTION OF SUBTITLE 18 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

An insurer that, on or after July 15, 1995, until the effective date of this Act, issued standard health benefit plans under KRS 304.17A-160 and then ceased doing business in Kentucky may apply to the commissioner on or after the effective date of this Act for approval to reenter Kentucky and engage in the health insurance business notwithstanding the provisions of KRS 304.17A-110(1)(d) as it existed on the date the insurer ceased doing business in Kentucky.
Section 12.   KRS 304.17A-095 is amended to read as follows:

(1)
Notwithstanding any other provisions of this chapter to the contrary, each insurer that issues, delivers, or renews any health benefit plan shall, before use thereof, file with the commissioner its rates, fees, dues, and other charges paid by insureds, members, enrollees, or subscribers and shall comply with the provisions of this section. The insurer shall adhere to its rates, fees, dues, and other charges as filed[ with the commissioner]. The insurer may submit new filings from time to time as it deems proper[, except as provided in subsection (5) of this section].

(2)
(a)
Within thirty (30) days after the filing, the commissioner shall enter an order approving or disapproving the filing, except[Each filing under this section shall be on file for a waiting period of thirty (30) days before it becomes effective.] the period may be extended by the commissioner for an additional period not to exceed thirty (30) days if the commissioner gives notice within the waiting period to the insurer that[ it needs] the additional time is necessary for consideration of the filing.

(b)
At the end of the thirty (30) day period, or any additional period if extended by the commissioner pursuant to this subsection, the filing shall be deemed approved unless prior thereto it has been disapproved by order of the commissioner or the commissioner has directed that a hearing be held.

(c)[(b)]
The commissioner may issue an order scheduling[hold] a hearing, without request by others, within thirty (30) days after receiving a filing under this subtitle, or during an additional thirty (30) day period, and shall issue an order approving or disapproving the filing within thirty (30) days following the conclusion of the hearing.

[(c)
If the filing contains an average premium rate increase which will result in a percentage increase over the insurer's average existing rates that is greater than the percentage change in the medical care consumer price index for all urban consumers for the South region as published by the federal Bureau of Labor Statistics, plus three percent (3%), since the last filing of the insurer for any of the same policies or contracts, the commissioner shall hold a hearing, without request by others, within thirty (30) days after receiving a filing under this subtitle, or during an additional thirty (30) day period, and shall issue an order approving or disapproving the filing within thirty (30) days following the conclusion of the hearing.]

(3)
In approving or disapproving a filing under this section, the commissioner shall consider:

(a)
Whether the benefits provided are reasonable in relation to the premium or fee charged;

(b)
Whether the fees paid to providers for the covered services are reasonable in relation to the premium or fee charged;

(c)
Previous premium rates or fees for the policies or contracts to which the filing applies;

(d)
The effect of the rate or rate increase on policyholders, enrollees, and subscribers;

(e)
Whether the rates, fees, dues, or other charges are excessive, inadequate, or unfairly discriminatory; and

(f)
Other factors as deemed relevant by the commissioner.

(4)
Not less than ten (10) days in advance of a hearing held under this section, the commissioner shall notify the Attorney General in writing of the hearing. The Attorney General may[shall] participate as a health insurance consumer intervenor and be considered a party to the hearing.

(5)
The rates for each policyholder shall be guaranteed for twelve (12) months at the rate in effect on the date of issue or date of renewal.

(6)
Notwithstanding subsection (5) of this section, any health benefit plan in effect on the effective date of this Act may, on any renewal date before July 1, 1999, be renewed for a period less than twelve (12) months if both the policyholder and the insurer agree[No insurer receiving the commissioner's approval of a filing under this section shall submit a new filing containing a rate or fee increase for any of the same policies or contracts until at least twelve (12) months have elapsed following the effective date of the approved increase].

(7)
The premium rate for health benefit plans issued to high-risk individuals under modified community rating who at the time of issue had a high-risk condition during the period from July 15, 1995, until the effective date of this Act for a new rating period, shall not be increased by more than twenty-five percent (25%) on either of the first two (2) renewal dates after the effective date of this Act. The total increase shall not exceed a maximum of thirty-five percent (35%) of the index rate.
(8)[(6)]
At any time the commissioner, after a public hearing for which at least thirty (30) days' notice has been given, may withdraw approval of rates or fees previously approved under this section and may order an appropriate refund to policyholders, enrollees, and subscribers if the commissioner determines that the benefits are no longer reasonable in relation to the premiums or fees charged.

(9)
Subsection (2)(a) and (b) of this section shall not apply if the filing is accompanied by a minimum loss ratio guarantee. Insurers may use the premium rates contained in a filing accompanied by a minimum loss ratio guarantee upon filing with the department. Insurers may use the filing procedure specified in this subsection only if the affected policy forms disclose the benefit of a minimum loss ratio. Once an insurer elects to use the filing procedure in this section for a policy form or forms, the insurer shall not use a filing of premium rates which does not provide a minimum loss ratio guarantee for that policy form or forms.

(a)
The minimum loss ratio guarantee shall be in writing and shall contain at least the following:
1.
An actuarial memorandum specifying the expected loss ratio that complies with the standards as set forth in this section;
2.
Detailed experience information concerning the policy form;
3.
A step-by-step description of the process used to develop the experience loss ratio;
4.
A guarantee of a specific minimum loss ratio, which shall be greater than or equal to the following, taking into consideration adjustments for duration as set forth in administrative regulations promulgated by the commissioner:
a.
Sixty-five percent (65%) for policies issued to individuals;
b.
Sixty-five percent (65%) for policies issued to groups of two (2) to ten (10) individual members or employees; and
c.
Seventy percent (70%) for policies issued to groups of eleven (11) to fifty (50) individual members or employees;
5.
A guarantee that the actual Kentucky loss ratio for the calendar year in which the new rates take effect, and for each year thereafter until new rates are filed, will meet or exceed the minimum loss ratio standards referred to in subparagraph 4. of this paragraph; and
6.
If the annual earned premium volume in Kentucky under the particular policy form is less than two million five hundred thousand dollars ($2,500,000), the minimum loss ratio guarantee shall be based partially on the Kentucky earned premium and other creditability factors as specified by the commissioner.
(b)
The actual Kentucky minimum loss ratio results for each year at issue shall be independently audited at the insurer’s expense and the audit shall be filed with the commissioner not later than one hundred twenty (120) days after the end of the year at issue.
(c)
The insurer shall refund premiums in the amount necessary to bring the actual aggregate loss ratio up to the guaranteed minimum loss ratio. 

(d)
A Kentucky policyholder affected by the guaranteed minimum loss ratio shall receive a portion of the premium refund relative to the premium paid by the policyholder. The refund shall be made to all Kentucky policyholders insured under the applicable policy form as of December of the year at issue if the refund would equal ten dollars ($10) or more per policy. The refund shall include statutory interest from July 1 of the year at issue until the date of payment. Payment shall be made not later than one hundred eighty (180) days after the end of the year at issue.
(e)
Premium refunds of less than ten dollars ($10) per insured shall be aggregated by the insurer and paid to the insurance regulatory trust fund.
(10)[(7)]
The commissioner may by administrative regulation prescribe any additional information it deems relevant to be included in the filings and the form of the filings required by this section.

[(8)
Because of the duties of the commissioner imposed under KRS 304.17A-090, the commissioner may, between July 15, 1996, and December 31, 1996, in addition to the thirty (30) day extension allowed under subsection (2) of this section, further extend the waiting period and the time for holding a hearing up to two (2) additional thirty (30) day periods upon thirty (30) days' written notice to the insurer of each extension that the additional periods are necessary due to proper fulfillment of the commissioner's duties under KRS 304.17A-090.]

Section 13.   KRS 304.14-130 is amended to read as follows:

(1)
The commissioner shall disapprove any form filed under KRS 304.14-120, or withdraw any previous approval thereof, only on one (1) or more of the following grounds:

(a)
If it is in any respect in violation of, or does not comply with, this code.

(b)
If it contains or incorporates by reference, where such incorporation is otherwise permissible, any inconsistent, ambiguous, or misleading clauses, or exceptions and conditions which deceptively affect the risk purported to be assumed in the general coverage of the contract.

(c)
If it has any title, heading, or other indication of its provisions which is misleading, or is printed in such size of type or manner of reproduction as to be substantially illegible.

(d)
If it excludes coverage for human immunodeficiency virus infection or acquired immunodeficiency syndrome or contains limitations in the benefits payable, or in the terms or conditions of the contract, for human immunodeficiency virus infection or acquired immunodeficiency syndrome which are different than those which apply to any other sickness or medical condition.

(e)
As to an individual health insurance policy, if the benefits provided therein are unreasonable in relation to the premium charged.
(2)
The insurer shall not use in this state any such form after disapproval or withdrawal of approval.

Section 14.   KRS 304.18-050 is amended to read as follows:

[(1)
]Any contract of group health insurance may provide for the readjustment of the rate of premium based upon the experience thereunder.

[(2)
Notwithstanding any other provision of any subtitle of this chapter, any standard health benefit plan or contract of group health insurance issued to an eligible association shall not be required to determine the amount or rate of premium thereunder using a community rating methodology or a modified community rating methodology and may determine the amount or rate of premium based upon the experience or projected experience thereunder without restriction.

(3)
As used in this section, "eligible association" means an organization which meets all of the following criteria:

(a)
Was in existence on January 30, 1996;

(b)
Is either an association within the meaning of KRS 304.18-020(1)(b) or the trustees of a fund established by one (1) or more associations within the meaning of KRS 304.18-020(1)(c);

(c)
Does not deny membership in the organization on the basis of health status or claims experience;

(d)
Does not exclude members or employees of members or their dependents from eligibility under any standard health benefit plan or contract of group health insurance purchased by the organization on the basis of health status or claims experience; and

(e)
Complies with those provisions of Subtitle 17A of this chapter, if any, relating to the renewability or portability of health benefit plans, coverage of pre-existing conditions, and issuance on a guaranteed-issue basis but is not required to comply with any other provisions of Subtitle 17A of this chapter.

(4)
If an organization is otherwise qualified under the criteria of subsection (3) of this section but which, as of January 30, 1996, does not offer group health insurance to its members, the organization shall be prohibited from offering any group health insurance program unless, by September 1, 1996, it has applied for approval from the Department of Insurance pursuant to Subtitle 18 of this chapter and the applicable administrative regulations promulgated under that subtitle.

(5)
Eligible associations that purchase, put together, or assist in purchasing any standard health benefit plan or policy of group health insurance authorized or permitted under this section shall not be considered, for any purpose under this chapter, to be discriminating in their activities based on health status or historical or projected claims experience.

(6)
]If a policy dividend is declared or a reduction in rate is made or continued for the first or any subsequent year of insurance under any policy of group health insurance issued prior to or after June 18, 1970, to any policyholder, the excess, if any, of the aggregate dividends or rate reductions under such policy and all other group insurance policies of the policyholder over the aggregate expenditure for insurance under such policies made from funds contributed by the policyholder, or by an employer or insured persons, or by a union or association to which the insured persons belong, including expenditures made in connection with administration of such policies, shall be applied by the policyholder for the sole benefit of insured employees or members.

[(7)
Without limiting the general application of this section, the provisions of this section shall apply to any standard health benefit plan or contract of group health insurance issued to an eligible association and which is issued by a health maintenance organization holding a certificate of authority issued pursuant to Subtitle 38 of this chapter.]

Section 15.   KRS 304.14-120 is amended to read as follows:

(1)
No basic insurance policy or annuity contract form, or application form where written application is required and is to be made a part of the policy or contract, or printed rider or indorsement form or form of renewal certificate, shall be delivered, or issued for delivery in this state, unless the form has been filed with and approved by the commissioner. This provision shall not apply to[ standard health care benefit plans established under KRS 304.17A-160, or to] surety bonds, or to specially-rated inland marine risks, or to policies, riders, indorsements, or forms of unique character designed for and used with relation to insurance upon a particular subject, or which relate to the manner or distribution of benefits or to the reservation of rights and benefits under life or health insurance policies and are used at the request of the individual policyholder, contract holder, or certificate holder. As to group insurance policies issued and delivered to an association outside this state but covering persons resident in this state, all or substantially all of the premiums for which are payable by the insured members, the group certificates to be delivered or issued for delivery in this state shall be filed with and approved by the commissioner. As to forms for use in property, marine (other than wet marine and transportation insurance), casualty and surety insurance coverages the filing required by this subsection may be made by rating organizations on behalf of its members and subscribers; but this provision shall not be deemed to prohibit any such member or subscriber from filing any such forms on its own behalf.

(2)
Every such filing shall be made not less than sixty (60) days in advance of any such delivery. At the expiration of such sixty (60) days the form so filed shall be deemed approved unless prior thereto it has been affirmatively approved or disapproved by order of the commissioner. Approval of any such form by the commissioner shall constitute a waiver of any unexpired portion of such waiting period. The commissioner may extend by not more than a thirty (30) day period within which he may so affirmatively approve or disapprove any such form, by giving notice to the insurer of such extension before expiration of the initial sixty (60) day period. At the expiration of any such period as so extended, and in the absence of such prior affirmative approval or disapproval, any such form shall be deemed approved. The commissioner may at any time, after notice and for cause shown, withdraw any such approval.

(3)
Any order of the commissioner disapproving any such form or any notice of the commissioner withdrawing a previous approval shall state the grounds therefor and the particulars thereof in such detail as reasonably to inform the insurer thereof. Any such withdrawal of a previously approved form shall be effective at expiration of such period, not less than thirty (30) days after the giving of the notice of withdrawal, as the commissioner shall in such notice prescribe.

(4)
The commissioner may, by order, exempt from the requirements of this section for so long as he deems proper any insurance document or form or type thereof as specified in such order, to which, in his opinion, this section may not practicably be applied, or the filing and approval of which are, in his opinion, not desirable or necessary for the protection of the public.

(5)
Appeals from orders of the commissioner disapproving any such form or withdrawing a previous approval shall be taken as provided in Subtitle 2 of this chapter.

Section 16.   KRS 304.38-200 is amended to read as follows:

Health maintenance organizations shall be subject to the provisions of this subtitle, and to the following provisions of this chapter, to the extent applicable and not in conflict with the expressed provisions of this subtitle:

(1)
Subtitle 1 -- Scope -- General Definitions and Provisions;

(2)
Subtitle 2 -- Insurance Commissioner;

(3)
Subtitle 3 -- Authorization of Insurers and General Requirements;

(4)
Subtitle 4 -- Fees and Taxes;

(5)
Subtitle 5 -- Kinds of Insurance -- Limits of Risk -- Reinsurance;

(6)
Subtitle 7 -- Investments;

(7)
Subtitle 12 -- Trade Practices and Frauds;

(8)
Subtitle 14 -- KRS 304.14-500 to 304.14-560;

(9)
Subtitle 17 -- Sections 1, 3, 7, 8, and 10 of this Act;

(10)
Subtitle 17A -- Health Benefit Plans;

(11)[(10)]
Subtitle 18 -- Sections 2, 4, 5, 6, 9, and 11 of this Act[KRS 304.18-050];

(12)[(11)]
Subtitle 25 -- Continuity of Management;

(13)[(12)]
Subtitle 33 -- Insurers Rehabilitation and Liquidation;

(14)[(13)]
Subtitle 37 -- Insurance Holding Company Systems; and

(15)[(14)]
Subtitle 99 -- Penalties.

[The provisions of KRS 304.18-050 are hereby declared not to be in conflict with the expressed provisions of this subtitle.]

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

Each individual health insurance policy issued, delivered, or renewed on or after the effective date of this Act that provides coverage for a family member of the insured shall provide that the benefits applicable for children shall be payable with respect to legally adopted children of the insured or any child for which the insured is a court-appointed guardian from and after the date of the filing of the petition for adoption or the filing of the application for appointment of guardian.
SECTION 18.   A NEW SECTION OF SUBTITLE 18 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

Each group health insurance policy issued, delivered, or renewed on or after the effective date of this Act that provides coverage for a family member of the insured shall provide that the benefits applicable for children shall be payable with respect to legally adopted children of the insured or any child for which the insured is a court-appointed guardian from and after the date of the filing of the petition for adoption or the filing of the application for appointment of guardian.
SECTION 19.   A NEW SECTION OF SUBTITLE 32 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

Each policy, contract, or plan issued, delivered, or renewed on or after the effective date of this Act that provides coverage for a family member of the insured shall provide that the benefits applicable for children shall be payable with respect to legally adopted children of the insured or any child for which the insured is a court-appointed guardian from and after the date of the filing of the petition for adoption or the filing of the application for appointment of guardian.
SECTION 20.   A NEW SECTION OF SUBTITLE 38 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

Each certificate, agreement, policy, or contract issued, delivered, or renewed by a health maintenance organization on or after the effective date of this Act that provides coverage for a family member of the insured shall provide that the benefits applicable for children shall be payable with respect to legally adopted children of the insured or any child for which the insured is a court-appointed guardian from and after the date of the filing of the petition for adoption or the filing of the application for appointment of guardian.
SECTION 21.   A NEW SECTION OF SUBTITLE 17 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
An individual health insurance policy issued or renewed on or after the effective date of this Act that provides maternity coverage shall provide coverage for inpatient care for a mother and her newly born child for a minimum of forty-eight (48) hours after vaginal delivery and a minimum of ninety-six (96) hours after delivery by cesarean section.
(2)
The provisions of subsection (1) of this section shall not apply to a policy if the policy authorizes an initial postpartum home visit that would include the collection of an adequate sample for the hereditary and metabolic newborn screening, and if the attending physician, with the consent of the mother of the newly born child, authorizes a shorter length of stay than that required of policies in subsection (1) of this section upon the physician's determination that the mother and newborn meet the criteria for medical stability in the most current version of "Guidelines for Perinatal Care" prepared by the American Academy of Pediatrics and the American College of Obstetricians and Gynecologists.
SECTION 22.   A NEW SECTION OF SUBTITLE 18 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A group health insurance policy issued or renewed on or after the effective date of this Act that provides maternity coverage shall provide coverage for inpatient care for a mother and her newly born child for a minimum of forty-eight (48) hours after vaginal delivery and a minimum of ninety-six (96) hours after delivery by cesarean section.
(2)
The provisions of subsection (1) of this section shall not apply to a policy if the policy authorizes an initial postpartum home visit that would include the collection of an adequate sample for the hereditary and metabolic newborn screening, and if the attending physician, with the consent of the mother of the newly born child, authorizes a shorter length of stay than that required of policies in subsection (1) of this section upon the physician's determination that the mother and newborn meet the criteria for medical stability in the most current version of "Guidelines for Perinatal Care" prepared by the American Academy of Pediatrics and the American College of Obstetricians and Gynecologists.
SECTION 23.   A NEW SECTION OF SUBTITLE 32 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A policy, contract, or plan issued or renewed on or after the effective date of this Act that provides maternity coverage shall provide coverage for inpatient care for a mother and her newly born child for a minimum of forty-eight (48) hours after vaginal delivery and a minimum of ninety-six (96) hours after delivery by cesarean section.
(2)
The provisions of subsection (1) of this section shall not apply to a policy if the policy authorizes an initial postpartum home visit that would include the collection of an adequate sample for the hereditary and metabolic newborn screening, and if the attending physician, with the consent of the mother of the newly born child, authorizes a shorter length of stay than that required of policies in subsection (1) of this section upon the physician's determination that the mother and newborn meet the criteria for medical stability in the most current version of "Guidelines for Perinatal Care" prepared by the American Academy of Pediatrics and the American College of Obstetricians and Gynecologists.
SECTION 24.   A NEW SECTION OF SUBTITLE 38 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A certificate, agreement, policy, or contract issued or renewed on or after the effective date of this Act that provides maternity coverage shall provide coverage for inpatient care for a mother and her newly born child for a minimum of forty-eight (48) hours after vaginal delivery and a minimum of ninety-six (96) hours after delivery by cesarean section.
(2)
The provisions of subsection (1) of this section shall not apply to a policy if the policy authorizes an initial postpartum home visit that would include the collection of an adequate sample for the hereditary and metabolic newborn screening, and if the attending physician, with the consent of the mother of the newly born child, authorizes a shorter length of stay than that required of policies in subsection (1) of this section upon the physician's determination that the mother and newborn meet the criteria for medical stability in the most current version of "Guidelines for Perinatal Care" prepared by the American Academy of Pediatrics and the American College of Obstetricians and Gynecologists.
SECTION 25.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The Kentucky Health Purchasing Alliance created under this subtitle shall not issue or renew any business on or after the effective date of this Act. The commissioner shall take necessary and appropriate actions to terminate all activities of the alliance no later than June 30, 1999, and shall provide assistance to persons who are members of the alliance in obtaining health insurance coverage in the private market. KRS 304.17A-010 to 304.17A-070 shall become null and void on July 1, 1999.
(2)
No health benefit plans shall be issued, delivered, or renewed under the provisions of this subtitle on or after the effective date of this Act. Health benefit plans in effect on the effective date of this Act shall be subject to the provisions of KRS Chapter 17A until the end of the contract or policy period. The provisions of KRS 304.17A-100 to 304.17A-160 shall become null and void on January 1, 1999.

(3)
Coverage of an individual who is not a state employee or of a small group which on the effective date of this Act is covered under KRS 18A.2251 or KRS 18A.2281 shall not be renewed after the effective date of this Act.
SECTION 26.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

As used in KRS 304.17A-300, 304.17A-310, and Section 12 and Sections 26 to 40 and Section 41 of this Act, unless the context requires otherwise:

(1)
"Contract holder" means an employer or organization that purchases a contract for services;

(2)
"Covered person" means a person on whose behalf an insurer offering the plan is obligated to pay benefits or provide services under the health insurance policy;

(3)
"Emergency medical condition" means:

(a)
A medical condition manifesting itself by acute symptoms of sufficient severity, including severe pain, that the absence of immediate medical attention could reasonably be expected to result in:

1.
Placing the health of the individual or, with respect to a pregnant woman, the health of the woman or her unborn child, in serious jeopardy;

2.
Serious impairment to bodily functions; or

3.
Serious dysfunction of any bodily organ or part; or

(b)
With respect to a pregnant woman who is having contractions:

1.
A situation in which there is inadequate time to effect a safe transfer to another hospital before delivery; or

2.
A situation in which transfer may pose a threat to the health or safety of the woman or the unborn child;
(4)
"Enrollee" means a person who is enrolled in a managed health care plan;

(5)
"Grievance" means a written complaint submitted by or on behalf of an enrollee;

(6)
"Health insurance policy" means "health benefit plan" as defined in Section 1 of this Act;

(7)
"Insurer" has the meaning provided in Section 1 of this Act;

(8)
"Managed care plan" means a health insurance policy that integrates the financing and delivery of appropriate health care services to covered persons by arrangements with participating providers who are selected to participate on the basis of explicit standards to furnish a comprehensive set of health care services and financial incentives for covered persons to use the participating providers and procedures provided for in the plan;

(9)
"Participating health care provider" means a health care provider that has entered into an agreement with an insurer to provide health care services to an enrollee in its managed care plan;

(10)
"Provider-sponsored integrated health delivery network" means an organization which is wholly owned, governed, and managed by health care providers, and which provides directly, or through arrangements with others, a health benefit plan to consumers voluntarily enrolled with the organization on a per capita or a predetermined, fixed prepayment basis;

(11)
"Quality assurance or improvement" means the ongoing evaluation by a managed care plan of the quality of health care services provided to its enrollees;

(12)
"Record" means any written, printed, or electronically recorded material maintained by a provider in the course of providing health services to a patient concerning the patient and the services provided. "Record" also includes the substance of any communication made by a patient to a provider in confidence during or in connection with the provision of health services to a patient or information otherwise acquired by the provider about a patient in confidence and in connection with the provision of health services to a patient; and

(13)
"Utilization management" means a system for reviewing the appropriate and efficient allocation of health care services under a health benefits plan according to specified guidelines, in order to recommend or determine whether, or to what extent, a health care service given or proposed to be given to a covered person should or will be reimbursed, covered, paid for, or otherwise provided under the plan. The system may include: preadmission certification, the application of practice guidelines, continued stay review, discharge planning, preauthorization of ambulatory care procedures, and retrospective review.

SECTION 27.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

An insurer shall disclose in writing to an enrollee, in a manner consistent with the provisions of KRS 304.14-420 to 304.14-450, the terms and conditions of its health insurance contract, and shall promptly provide the enrollee with written notification of any change in the terms and conditions prior to the effective date of the change. The insurer shall provide the required information at the time of enrollment and upon request thereafter.

(1)
The information required to be disclosed under this section shall include a description of:

(a)
Covered services and benefits to which the enrollee or other covered person is entitled;

(b)
Restrictions or limitations on covered services and benefits;

(c)
Financial responsibility of the covered person, including copayments and deductibles;

(d)
Prior authorization and any other review requirements with respect to accessing covered services;

(e)
Where and in what manner covered services may be obtained;

(f)
Changes in covered services or benefits, including any addition, reduction, or elimination of specific services or benefits;

(g)
The covered person's right to appeal and the procedure for initiating an appeal of a utilization management decision made by or on behalf of the insurer with respect to the denial, reduction, or termination of a health care benefit or the denial of payment for a health care service;

(h)
The procedure to initiate an appeal through the process under KRS 211.464(1)(g);

(i)
Measures in place to ensure the confidentiality of the relationship between an enrollee and a health care provider; and

(j)
Other information as the commissioner shall require by administrative regulation.

(2)
The insurer shall file the information required under this section with the department.

SECTION 28.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
In addition to the disclosure requirements provided in Section 27 of this Act, an insurer that offers a managed care plan shall disclose to an enrollee, in writing, in a manner consistent with KRS 304.14-420 to 304.14-450, the following information at the time of enrollment and upon request:

(a)
A current participating provider directory providing information on a covered person's access to primary care health care providers, including available participating health care providers, by provider category or specialty and by county. The directory shall include the professional office address of each participating health care provider. The directory shall also provide information about participating hospitals and other providers. The insurer shall promptly notify each covered person on the termination or withdrawal from the insurer's provider network of the covered person's designated primary care provider;

(b)
General information about the type of financial incentives between participating providers under contract with the insurer and other participating health care providers and facilities to which the participating providers refer their managed care patients; and

(c)
The insurer's managed care plan's standard for customary waiting times for appointments for urgent and routine care.


The insurer shall provide a prospective enrollee with information about the provider network, including hospital affiliations, and other information specified in this subsection, upon request.
(2)
Upon request of a covered person, an insurer shall promptly inform the person:

(a)
Whether a particular network provider is board certified; and

(b)
Whether a particular network provider is currently accepting new patients.

(3)
Each insurer shall annually make available to its enrollees at its principal office and place of business:

(a)
Its most recent annual statement of financial condition including a balance sheet and summary of receipts and disbursements; and

(b)
A current description of its organizational structure and operation.
SECTION 29.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A managed care plan shall arrange for a sufficient number and type of primary care providers and specialists throughout the plan's service area to meet the needs of enrollees. Each managed care plan shall demonstrate that it offers:

(a)
An adequate number of accessible acute care hospital services, where available;

(b)
An adequate number of accessible primary care providers, including family practice and general practice physicians, internists, obstetricians/gynecologists, and pediatricians, where available;

(c)
An adequate number of accessible specialists and subspecialists, and when the specialist needed for a specific condition is not represented on the plan's list of participating specialists for access to nonparticipating health care providers with prior plan approval;

(d)
The availability of specialty services; and

(e)
A provider network that is available to all persons enrolled in the plan within thirty (30) miles or thirty (30) minutes of each person's place of residence, to the extent those services are available.

(2)
A managed care plan shall provide telephone access to the plan during business hours to ensure plan approval of nonemergency care. A managed care plan shall provide adequate information to enrollees regarding access to urgent and emergency care.

(3)
A managed care plan shall establish reasonable standards for waiting times to obtain appointments, except as provided for emergency care.

(4)
A managed care plan shall cover emergency-room screening and stabilization without prior authorization as needed for conditions that reasonably appear to constitute an emergency medical condition, based on the patient's presenting symptoms. To promote continuity of care and optimal care by the treating physician, the emergency department should contact the patient's primary care physician as soon as possible.

SECTION 30.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
An enrollee shall have adequate choice among participating primary care providers in a managed care plan who are accessible and qualified.

(2)
A managed care plan shall permit enrollees to choose their own primary care provider from a list of health care providers within the plan. This list shall be updated as health care providers are added or removed and shall include a sufficient number of primary care providers who are accepting new enrollees.
(3)
A managed care plan shall develop a system to permit an enrollee to use a participating specialist when the enrollee's medical condition warrants it. 

(4)
A managed care plan shall arrange for continuity of care and appropriate referral to specialists within the plan when specialty care is warranted.

(a)
Enrollees shall have access to participating medical specialists on a timely basis.

(b)
Enrollees shall be provided with a choice of specialists when a referral is made, where available.

(5)
A managed care plan shall provide an enrollee with access to a consultation with a participating health care provider for a second opinion.

SECTION 31.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Insurers shall establish relevant, objective standards for initial consideration of providers and for providers to continue as a participating provider in the plan. Standards shall be reasonably related to services provided. Selection or participation standards based on the economics or capacity of a provider's practice shall be adjusted to account for case mix, severity of illness, patient age, and other features that may account for higher-than- or lower-than-expected costs. All data profiling or other data analysis pertaining to participating providers shall be done in a manner which is valid and reasonable. Plans shall not use criteria that would allow an insurer to avoid high-risk populations by excluding providers because they are located in geographic areas that contain populations or providers presenting a risk of higher-than-average claims, losses, or health services utilization or that would exclude providers because they treat or specialize in treating populations presenting a risk of higher-than-average claims, losses, or health services utilization.

(2)
Each insurer shall establish mechanisms for soliciting and acting upon applications for provider participation in the plan in a fair and systematic manner. These mechanisms shall, at a minimum, include:

(a)
Allowing all providers who desire to apply for participation in the plan an opportunity to apply at any time during the year or, where an insurer does not conduct open continuous provider enrollment, conducting a provider enrollment period at least annually with the date publicized to providers located in the geographic service area of the plan at least thirty (30) days in advance of the enrollment periods; and

(b)
Making criteria for provider participation in the plan available to all applicants.

(3)
If a managed care plan terminates the participation of an enrollee's primary care provider, the plan shall provide notice to the enrollee and arrange for the enrollee's continuity of care with an approved primary care provider.

(4)
An insurer that offers a managed care plan shall establish a policy governing the removal of and withdrawal by health care providers from the provider network that includes the following:
(a)
The insurer shall inform a participating health care provider of the insurer's removal and withdrawal policy at the time the insurer contracts with the health care provider to participate in the provider network, and when changed thereafter;
(b)
If a participating health care provider's participation will be terminated or withdrawn prior to the date of the termination of the contract as a result of a professional review action, the insurer and participating health care provider shall comply with the standards in 42 U.S.C. sec. 11112; and
(c)
If the insurer finds that a health care provider represents an imminent danger to an individual patient or to the public health, safety, or welfare, the medical director shall promptly notify the appropriate professional state licensing board.
SECTION 32.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A managed care plan may not contract with a health care provider to limit the provider's disclosure to an enrollee, or to another person on behalf of an enrollee, of any information relating to the enrollee's medical condition or treatment options.

(2)
A health care provider shall not be penalized, or a health care provider's contract with a managed care plan terminated, because the provider discusses medically necessary or appropriate care with an enrollee or another person on behalf of an enrollee.

(a)
The health care provider may not be prohibited by the plan from discussing all treatment options with the enrollee.

(b)
Other information determined by the health care provider to be in the best interests of the enrollee may be disclosed by the provider to the enrollee, or to another person on behalf of an enrollee.

(3)
(a)
A health care provider shall not be penalized for discussing financial incentives and financial arrangements between the provider and the insurer with an enrollee.

(b)
Upon request, a managed care plan shall inform its enrollees in writing of the type of financial arrangements between the plan and participating providers if those arrangements include an incentive or bonus.
SECTION 33.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A managed care plan shall include a drug utilization review program, the primary emphasis of which shall be to enhance quality of care for enrollees by assuring appropriate drug therapy within the health care provider's legally authorized scope of practice, that includes the following: 

(a)
Retrospective review of prescription drugs furnished to enrollees;

(b)
Education of health care providers and enrollees regarding the appropriate use of prescription drugs; and

(c)
Ongoing periodic examination of data on outpatient prescription drugs to ensure quality therapeutic outcomes for enrollees.

(2)
The drug utilization review program shall utilize the following to effectuate the purposes of subsection (1) of this section:

(a)
Relevant clinical criteria and standards for drug therapy;

(b)
Nonproprietary criteria and standards developed and revised through input from participating health care providers;

(c)
Intervention that focuses on improving therapeutic outcomes; and

(d)
Measures to ensure the confidentiality of the relationship between an enrollee and a health care provider.

(3)
When, in the professional opinion of a provider with prescriptive authority, the provider determines that generic substitution of a pharmaceutical product is medically inappropriate, the provider shall prescribe the pharmaceutical product the provider determines medically appropriate with the indication "Do Not Substitute" and no substitution shall be made without the provider's approval.
SECTION 34.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Any insurer that limits coverage for any treatment, procedure, drug, or device shall define the limitations and fully disclose those limits in the health insurance policy or certificate coverage.

(2)
(a)
Any insurer that denies coverage for a treatment, procedure, drug, or device for an enrollee shall provide the enrollee with a denial letter that shall include:
1.
The name, license number, state of licensure, and title of the person making the decision;
2.
A statement setting forth the specific medical and scientific reasons for denying coverage or identifying that provision of the schedule of benefits or exclusions that demonstrates that coverage is not available;
3.
A description of other alternative treatment, services, or supplies covered by the plan, if any; and
4.
Instructions for initiating or complying with the plan's grievance or appeal procedure stating at a minimum whether the appeal must be in writing, any time limitations or schedules for filing appeals and the name and phone number of a contact person who can provide additional information.

(b)
The denial letter shall be provided within:

1.
Two (2) regular working days of the submitted request where preauthorization for a treatment, procedure, drug, or device is involved;

2.
Twenty-four (24) hours of the submitted request where hospital preadmission review is sought;

3.
Twenty (20) working days of the receipt of requested medical information where the plan has initiated a retrospective review; and

4.
Twenty (20) working days of the initiation of the review process in all other instances.

SECTION 35.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A managed care plan shall appoint a medical director who is a physician licensed to practice in Kentucky or a contiguous state, and who shall be responsible for the treatment policies, protocols, quality assurance activities, and utilization management decisions of the plan.

(2)
The medical director shall ensure that:

(a)
Any utilization management decision to deny, reduce, or terminate a health care benefit or to deny payment for a health care service, because that service is not medically necessary, shall be made by a physician, except in the case of a health care service rendered by a chiropractor or optometrist, that decision shall be made respectively by a chiropractor or optometrist duly licensed in Kentucky;

(b)
A utilization management decision shall not retrospectively deny coverage for health care services provided to a covered person when prior approval has been obtained from the insurer for those services, unless the approval was based upon fraudulent, materially inaccurate, or misrepresented information submitted by the covered person or the participating provider;

(c)
In the case of a managed care plan, a procedure is implemented whereby participating physicians have an opportunity to review and comment on all medical and surgical and emergency room protocols, respectively, of the insurer and whereby other participating providers have an opportunity to review and comment on all of the insurer's protocols that are within the provider's legally authorized scope of practice;

(d)
The utilization management program is available to respond to authorization requests for urgent services and is available, at a minimum, during normal working hours for inquiries and authorization requests for nonurgent health care services; and

(e)
In the case of a managed care plan, a covered person is permitted to choose or change a primary care provider from among participating providers in the provider network, and, when appropriate, choose a specialist from among participating network providers following an authorized referral, if required by the insurer, and subject to the ability of the specialist to accept new patients.
(3)
A managed care plan shall develop comprehensive quality assurance or improvement standards adequate to identify, evaluate, and remedy problems relating to access, continuity, and quality of health care services. These standards shall be made available to the public during regular business hours and include:

(a)
An ongoing written, internal quality assurance or improvement program;

(b)
Specific written guidelines for quality of care studies and monitoring, including attention to vulnerable populations;

(c)
Performance and clinical outcomes-based criteria;

(d)
A procedure for remedial action to correct quality problems, including written procedures for taking appropriate corrective action;

(e)
A plan for data gathering and assessment; and

(f)
A peer review process.

(4)
Each managed care plan shall have a process for the selection of health care providers who will be on the plan's list of participating providers, with written policies and procedures for review and approval used by the plan.

(a)
The plan shall establish minimum professional requirements for participating health care providers. An insurer may not discriminate against a provider solely on the basis of the provider's license by the state;

(b)
The plan shall demonstrate that it has consulted with appropriately qualified health care providers to establish the minimum professional requirements;

(c)
The plan's selection process shall include verification of each health care provider's license, history of license suspension or revocation, and liability claims history;

(d)
A managed care plan shall establish a formal written, ongoing process for the reevaluation of each participating health care provider within a specified number of years after the provider's initial acceptance into the plan. The reevaluation shall include an update of the previous review criteria and an assessment of the provider's performance pattern based on criteria such as enrollee clinical outcomes, number of complaints, and malpractice actions.

(5)
A managed care plan shall not use a health care provider beyond, or outside of, the provider's legally authorized scope of practice.

SECTION 36.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
An insurer that offers a managed care plan shall offer a benefit plan with out-of-network benefits to every contract holder that would allow a covered person to receive covered services from out-of-network health care providers without having to obtain a referral. The plan with out-of-network benefits may require that an enrollee pre-certify selected services and pay a higher deductible, copayment, coinsurance, excess charges, and higher premium for the out-of-network benefit plan pursuant to limits established by administrative regulations promulgated by the department.

(2)
An insurer shall provide each enrollee in a plan whose employer group elects the benefit plan with out-of-network benefits, with the opportunity at the time of enrollment and during the annual open enrollment period, to enroll in the out-of-network option. The insurer and employer group shall provide written notice of the benefit plan with out-of-network benefits to each enrollee in a plan whose employer group elects the benefit plan with out-of-network benefits and shall include in that notice a detailed explanation of the financial costs to be incurred by an enrollee who selects the plan.

(3)
The requirement of this section shall not apply to an insurer contract which offers a managed care plan that provides health care services solely to Medicaid or Medicare recipients.

(4)
Managed care plans currently licensed and doing business in Kentucky that do not yet offer benefit plans with out-of-network benefits must develop and offer those plans within three hundred sixty-five (365) days of the effective date of this Act.
SECTION 37.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

There is hereby recognized a patient's right of privacy in the content of a patient's record and communications between a patient and a health care provider with regard to mental health or chemical dependency.

(1)
An insurer may request the provider to furnish the insurer only such limited information concerning the patient from a patient's record as is necessary for determining covered services and benefits, medical necessity, appropriateness, and quality of care for authorization or continuation of mental health and chemical dependency health services to be provided to the patient, or for payment for those services.

(2)
No third party to whom disclosure of patient records is made by a provider may redisclose or otherwise reveal the mental health and chemical dependency records of a patient, beyond the purpose for which the disclosure was made, without first obtaining the patient's specific written consent to the redisclosure.

SECTION 38.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
No insurance contract with a provider shall contain a most-favored-nation provision except where the commissioner determines that the market share of the insurer is nominal.

(2)
Nothing in this section shall be construed to prohibit a health insurer and a provider from negotiating payment rates and performance-based contract terms that would result in the health insurer receiving a rate that is as favorable, or more favorable, than the rates negotiated between a provider and other health insurance issuers.

SECTION 39.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The commissioner shall enforce the provisions of Sections 26 to 40 of this Act and shall promulgate administrative regulations necessary to carry out the provisions of Sections 26 to 40 of this Act.

SECTION 40.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

No health insurance contract or certificate subject to the provisions of this subtitle shall be delivered, issued, executed, or renewed on or after the date ninety (90) days after the effective date of this Act, unless it and the insurer meet the requirements of Sections 26 to 40 of this Act.
Section 41.   KRS 304.17A-150 is amended to read as follows:

(1)
On and after July 15, 1995, it is an unfair trade practice for an insurer[ as defined in KRS 304.17A-100], agent, broker, or any other person in the business of marketing and selling health plans, to commit or perform any of the following acts:

(a)
Encourage individuals or groups to refrain from filing an application for coverage with the insurer because of the individual's or group's health status, claims experience, industry, occupation, or geographic location; or

(b)
Encourage or direct individuals or groups to seek coverage from another insurer because of the individual's or group's health status, claims experience, industry, occupation, or geographic location; or

(c)
Encourage an employer to exclude an employee from coverage.


The provisions of paragraphs (a) and (b) of this subsection shall not apply to information provided regarding the established geographic service area of an insurer.

(2)
It is an unfair trade practice for an insurer to compensate an agent, broker, or any other person in the business of marketing and selling health plans on the basis of the health status, claims experience, industry, occupation, or geographic location of the insured or prospective insured.

(3)
The remedy provided by KRS 304.12-120 shall be available for conduct proscribed by subsections (1) and (2) of this section.

Section 42.   KRS 304.17A-170 is amended to read as follows:

As used in this section and KRS 304.17A-171, unless the context requires otherwise:

(1)
(a)
"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; and health maintenance organization contract[; and standard and supplemental health benefit plan as established in KRS 304.17A-160], which affects the rights of a Kentucky insured and bears a reasonable relation to Kentucky, whether delivered or issued for delivery in Kentucky.

(b)
"Health benefit plan" 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, or 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, upon approval by the Kentucky Health Policy Board, 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, or conversion policies for group health policies existing on January 1, 1994, if the board 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 board pursuant to KRS 304.17A-160].

(2)
"Primary chiropractic provider" means a chiropractor licensed pursuant to KRS Chapter 312 who has been selected by a person covered by a health benefit plan to provide chiropractic service and who agrees to provide within the statutory scope of their respective practices these services in accordance with the terms, conditions, reimbursement rates, and standards of quality as set forth within the specific health benefit plan.

(3)
"Participating chiropractic provider" means a primary chiropractic provider who has contracted with a health insurer to provide chiropractic services within the proper scope of practice to persons insured under the health benefit plan of the insurer.

(4)
"Chiropractic benefits" means those services that are provided by a primary chiropractic provider who is functioning within the statutory scope of practice.

(5)
"Gatekeeper system" means a system of administration used by any health benefit plan in which a primary care provider furnishes basic patient care and coordinates diagnostic testing, indicated treatment, and specialty referral for persons covered by the health benefit plan.

(6)
"Gatekeeper" means a covered person's primary care provider in a gatekeeper system.

(7)
"Health care insurer" means any entity, including but not limited to insurance companies, hospital and medical services corporations, health maintenance organizations, preferred provider organizations, and physician hospital organizations, that is authorized by the state of Kentucky to offer or provide health benefit plans, policies, subscriber contracts, or any other contracts of similar nature which indemnify or compensate health care providers for the provision of health care services.

(8)
"Covered persons" means any individual or family who is enrolled in a health benefit plan or policy from a health care insurer and on whose behalf the health care insurer is obligated to pay for or provide chiropractic services.

(9)
"Covered service" means those health care services including chiropractic services which the health care insurer is obligated to pay for or provide to covered persons under the health benefit plan or policy or pursuant to KRS 304.17-305 or 304.18-095.

Section 43.   KRS 304.17A-080 is repealed, reenacted as a new section of Subtitle 2 of KRS Chapter 304, and amended to read as follows:

(1)
There is hereby created and established a Health Insurance Advisory Council whose duty shall be to review and discuss with the commissioner any issues which impact the provision of health insurance in the state. The advisory council shall consist of seven (7) members: the commissioner plus six (6) persons appointed by the Governor with the advice of the commissioner to serve two (2) year terms. The commissioner shall serve as chair of the advisory council.

(2)
The six (6) persons appointed by the Governor with the advice of the commissioner shall be:

(a)
Two (2) representatives of insurers currently offering health benefit plans in the state;

(b)
Two (2) practicing health care providers; and

(c)
Two (2) representatives of purchasers of health benefit plans.

(3)
At least quarterly, but not more often than six (6) times per year, the commissioner shall convene a meeting of the Health Insurance Advisory Council to review and discuss any of the following:

(a)[
The design of the standard health benefit plans pursuant to KRS 304.17A-160;

(b)]
The rate-filing process for all health benefit plans;

(b)[(c)
The definition of high-risk conditions;

(d)]
The administrative regulations concerning this subtitle to be promulgated by the department; and

(c)[(e)]
Other issues at the request of the commissioner.

(4)
The advisory council shall be a budgetary unit of the department which shall pay all of the advisory council's necessary operating expenses and shall furnish all office space, personnel, equipment, supplies, and technical or administrative services required by the advisory council in the performance of the functions established in this section.

[(5)
The Health Insurance Advisory Council created pursuant to this section may at any time review the standard health benefit plans and supplemental plans in effect on July 15, 1996, and may recommend to the commissioner changes to or replacements for any or all of those plans. The council may recommend additional standard health benefit plans and supplemental plans. The commissioner shall review the proposed plan, make whatever changes the commissioner deems necessary, and give final approval within thirty (30) days of receipt of the council's recommendation. The standard health benefit plans and supplemental plans shall become available for filing upon final approval of the commissioner.]

Section 44.   The following KRS sections are repealed, effective July 1, 1999:

304.17A-010   Definitions for KRS 304.17A-010 to 304.17A-070.

304.17A-020   Kentucky Health Purchasing Alliance -- Regional advisory boards.

304.17A-030   Duties of the Kentucky Health Purchasing Alliance.

304.17A-040   Conditions of participation in the alliance.

304.17A-050   Duties of the Department of Insurance with respect to the alliance.

304.17A-060   Supervision of alliance by department relative to antitrust laws.

304.17A-070   Creation of accountable health plans -- Certification.

304.17A-090   Commissioner's review of rates and charges filed between July 15, 1995, and July 15, 1996 -- Refunds -- Suspension of certificate of authority -- Notification of review.

304.17A-100   Definitions for KRS 304.17A-100 to 304.17A-160 and KRS 304.18-023.

304.17A-110   Requirement of compliance with specified conditions regarding renewability and pre-existing conditions.

304.17A-120   Use of approved modified rating methodology required for issuance or renewal of plans -- Geographic rating areas -- Exemption -- Permitted deviation from index community rates.

304.17A-130   Risk adjustment process -- Authority for administrative regulations.

304.17A-135   Coverage for treatment of breast cancer.

304.17A-140   Coverage applicable to children to include legally-adopted children.

304.17A-145   Maternity coverage to include specified amounts of inpatient care for mothers and newly-born children -- Exemption.

304.17A-160   Standard health benefit plans -- Written agreement required before provider may be represented as participating.

Section 45.   Whereas the competition in the health insurance market in Kentucky has diminished since the enactment of legislation in 1994 to the disadvantage of residents of the Commonwealth and premium rates have increased, making coverage less affordable for some Kentuckians, an emergency is declared to exist, and this Act shall take effect upon its passage and approval by the Governor or upon its otherwise becoming a law.
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