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AN ACT relating to health care and declaring an emergency.

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:

(1)
(a)
All insurers that on the day prior to the effective date of this Act cover persons under standard health benefit plans under KRS 304.17A-160 shall offer to those insureds all policies it was authorized by the department to sell in the Commonwealth on December 31, 1994, at rates that do not exceed those in effect for those policies on December 31, 1994. The rates shall not be increased for a period of eighteen (18) months following issuance.

(b)
The offer required by paragraph (a) of this subsection shall be made no later than thirty (30) days prior to the expiration of the standard health benefit plan and shall state that the offer terminates thirty (30) days after the date of expiration of the standard health benefit plan.

(2)
(a)
Health insurance policies in effect on the effective date of this Act, that are not standard health benefit plans issued prior to the effective date of this Act under KRS 304.17A-160 shall be issued or renewed on and after the effective date of this Act at the rate in effect for that policy on December 31, 1994, and the rates shall not be increased for a period of eighteen (18) months following:

1.
The date of first issuance to an applicant who was not insured by the insurer on the day prior to the effective date of this Act; or

2.
The date of first renewal of a policy in effect on the effective date of this Act.
(b)
The provisions of paragraph (a) of this subsection shall apply to policies when issued or renewed for the first time during the period beginning with the effective date of this Act and ending on the date one (1) year after the effective date of this Act.

SECTION 2.   A NEW SECTION OF SUBTITLE 18 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
(a)
All insurers that on the day prior to the effective date of this Act cover persons under group or blanket standard health benefit plans under KRS 304.17A-160 shall offer to those insureds all group or blanket policies it was authorized by the department to sell in the Commonwealth on December 31, 1994, at rates that do not exceed those in effect for those policies on December 31, 1994. The rates shall not be increased for a period of eighteen (18) months following issuance.

(b)
The offer required by paragraph (a) of this subsection shall be made no later than thirty (30) days prior to the expiration of the group or blanket standard health benefit plan and shall state that the offer terminates thirty (30) days after the date of expiration of the standard health benefit plan.

(2)
(a)
Group or blanket health insurance policies in effect on the effective date of this Act, that are not standard health benefit plans issued prior to the effective date of this Act under KRS 304.17A-160 shall be issued or renewed on and after the effective date of this Act at the rate in effect for that policy on December 31, 1994, and the rates shall not be increased for a period of eighteen (18) months following:

1.
The date of first issuance to an applicant who was not insured by the insurer on the day prior to the effective date of this Act; or

2.
The date of first renewal of a policy in effect on the effective date of this Act.
(b)
The provisions of paragraph (a) of this subsection shall apply to group or blanket policies when issued or renewed for the first time during the period beginning with the effective date of this Act and ending on the date one (1) year after the effective date of this Act.

SECTION 3.   A NEW SECTION OF SUBTITLE 38 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
(a)
All health maintenance organizations that on the day prior to the effective date of this Act cover persons under standard health benefit plans under KRS 304.17A-160 shall offer to those insureds all policies and contracts it was authorized by the department to sell in the Commonwealth on December 31, 1994, at rates that do not exceed those in effect for those policies and contracts on December 31, 1994. The rates shall not be increased for a period of eighteen (18) months following issuance.

(b)
The offer required by paragraph (a) of this subsection shall be made no later than thirty (30) days prior to the expiration of the standard health benefit plan and shall state that the offer terminates thirty (30) days after the date of expiration of the standard health benefit plan.

(2)
(a)
Health insurance policies and contracts in effect on the effective date of this Act, that are not standard health benefit plans issued prior to the effective date of this Act under KRS 304.17A-160 shall be issued or renewed on and after the effective date of this Act at the rate in effect for that policy or contract on December 31, 1994, and the rates shall not be increased for a period of eighteen (18) months following:

1.
The date of first issuance to an applicant who was not insured by the health maintenance organization on the day prior to the effective date of this Act; or

2.
The date of first renewal of a policy or contract in effect on the effective date of this Act.
(b)
The provisions of paragraph (a) of this subsection shall apply to policies and contracts when issued or renewed for the first time during the period beginning with the effective date of this Act and ending on the date one (1) year after the effective date of this Act.

Section 4.   KRS 304.17-380 is amended to read as follows:

Each insurer issuing health insurance policies for delivery in this state shall, before use thereof, file with the Office of the Attorney General of Kentucky[commissioner] its premium rates and classification of risks pertaining to such policies. The insurer shall adhere to its rates and classifications as filed with the Attorney General[commissioner]. The insurer may change such filings from time to time as it deems proper. 

Section 5.   KRS 304.17-383 is amended to read as follows:

(1)
No filing under KRS 304.17-380 that contains an increase in premium rates shall become effective until the Attorney General[commissioner] has issued an order approving the filing. The Attorney General[commissioner] may hold a hearing within thirty (30) days after receiving a filing under this subtitle containing a rate increase, and after the hearing shall issue a final order approving or disapproving the filing.

(2)
In approving or disapproving a filing under subsection (1) of this section, the Attorney General[commissioner] shall consider:

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

(b)
Previous premium rates for the policies to which the filing applies; and

(c)
The effect of the increase on policyholders.

(3)[
The commissioner shall notify the Attorney General in writing of the hearing and of the premium increase to be considered. The Attorney General shall be considered a party to the hearing if he chooses to participate.

(4)]
No insurer receiving the Attorney General's[commissioner's] approval of a filing under this section shall submit a new filing containing a rate increase for any of the same policies until at least six (6) months have elapsed following the effective date of the approved increase.

(4)[(5)]
At any time, the Attorney General[commissioner], after an administrative hearing may withdraw approval of rates previously approved under this section if he determines that the benefits are no longer reasonable in relation to the premium charged. Administrative hearings conducted under authority of this section shall be conducted in accordance with KRS Chapter 13B.

Section 6.   KRS 304.38-050 is amended to read as follows:

(1)
No health maintenance organization shall deliver or issue for delivery in this state any contract describing health benefits available, or any endorsement, rider, or application which becomes a part thereof, or any amendments thereto or modifications thereof, or the schedule of fees or other periodic charges to be paid by enrollees, until a copy of the form has been filed with and approved by the commissioner. Each form shall contain a complete and clear statement of:

(a)
The health care services to which the enrollee is entitled;

(b)
Any limitations on the services, kind of services, benefits to be provided, including any deductible or copayment feature;

(c)
Where and in what manner information is available as to how services may be obtained; and

(d)
Any other provisions pertaining to the delivery of health care services.


Any schedule of fees or other periodic charges to be paid by enrollees submitted to and filed with the commissioner along with adequate supporting information to show that the charges or fees are not excessive, inadequate, or unfairly discriminatory.

(2)
At the expiration of 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, or a hearing has been scheduled by order of the commissioner. In the event that a hearing is held, the sixty (60) day waiting period shall begin anew after the close of the hearing. Approval of the form by the commissioner shall constitute a waiver of any unexpired portion of the waiting period. The commissioner may extend by not more than an additional thirty (30) day period within which he may affirmatively approve or disapprove the form by giving notice to the insurer of the extension before expiration of the initial sixty (60) day period. At the expiration of the period as so extended, and in the absence of the prior affirmative approval or disapproval, the form shall be deemed approved. The commissioner may at any time withdraw the approval.

(3)
Beginning the effective date of this Act, all rates charged by health maintenance organizations shall be filed with and approved by the Attorney General of Kentucky. The health maintenance organization shall file adequate supporting information to show that the rates are not excessive, inadequate, or unfairly discriminatory. At the expiration of sixty (60) days, the rates so filed shall be deemed approved unless prior thereto the rates have been affirmatively approved or disapproved by order of the Attorney General, or a hearing has been scheduled by order of the Attorney General. In the event that a hearing is held, the sixty (60) day waiting period shall begin anew after the close of the hearing. Approval of the rates by the Attorney General shall constitute a waiver of any unexpired portion of the waiting period. The Attorney General may extend by not more than an additional thirty (30) day period within which he may affirmatively approve or disapprove the rates by giving notice to the insurer of the extension before expiration of the initial sixty (60) day period. At the expiration of the period as so extended, and in the absence of the prior affirmative approval or disapproval, the rates shall be deemed approved. The Attorney General may at any time withdraw the approval.

SECTION 7.   A NEW SECTION OF SUBTITLE 17 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

No health insurer shall deliver or issue for delivery to any person in this state a health insurance policy unless the insurer applies for and receives approval from the commissioner to deliver or issue for delivery in Kentucky every health insurance policy that the insurer and all of its affiliates and subsidiaries are authorized to offer in any other state and unless the insurer agrees to offer all policies to all residents of Kentucky. For purposes of this section, the terms "affiliates" and "subsidiaries" have the meanings as set forth in KRS 304.37-010.
SECTION 8.   A NEW SECTION OF SUBTITLE 18 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

No health insurer shall deliver or issue for delivery to any person in this state a group health insurance policy or certificate unless the insurer applies for and receives approval from the commissioner to deliver or issue for delivery in Kentucky every group health insurance policy that the insurer and all of its affiliates and subsidiaries are authorized to offer in any other state and unless the insurer agrees to offer all group policies to all residents of Kentucky. For purposes of this section, the terms "affiliates" and "subsidiaries" have the meanings as set forth in KRS 304.37-010.
SECTION 9.   A NEW SECTION OF SUBTITLE 38 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

No health maintenance organization shall deliver or issue for delivery to any person in this state a health insurance policy, contract, or certificate unless the health maintenance organization applies for and receives approval from the commissioner to deliver or issue for delivery in Kentucky every health insurance policy or contract that the health maintenance organization and all of its affiliates and subsidiaries are authorized to offer in any other state and unless the health maintenance organization agrees to offer all policies and contracts to all residents of Kentucky in their service areas. For purposes of this section, the terms "affiliates" and "subsidiaries" have the meanings as set forth in KRS 304.37-010.
Section 10.   KRS 216B.015 is amended to read as follows:

Except as otherwise provided, for purposes of this chapter, the following definitions shall apply:

(1)
"Administrative regulation" means a regulation adopted and promulgated pursuant to the procedures in KRS Chapter 13A.

(2)
"Affected persons" means the applicant; any person residing within the geographic area served or to be served by the applicant; any person who regularly uses health facilities within that geographic area; health facilities located in the health service area in which the project is proposed to be located which provide services similar to the services of the facility under review; health facilities which, prior to receipt by the agency of the proposal being reviewed, have formally indicated an intention to provide similar services in the future; the cabinet and third-party payors who reimburse health facilities for services in the health service area in which the project is proposed to be located.

(3)
"Applicant" means[ any physician's office requesting a major medical equipment expenditure of one million five hundred thousand dollars ($1,500,000) or more after July 15, 1996, adjusted annually, or] any person, health facility, or health service requesting a certificate of need or license.

(4)
"Cabinet" means the Cabinet for Human Resources.

(5)
"Capital expenditure" means an expenditure made by or on behalf of a health facility which:

(a)
Under generally accepted accounting principles is not properly chargeable as an expense of operation and maintenance or is not for investment purposes only; or

(b)
Is made to obtain by lease or comparable arrangement any facility or part thereof or any equipment for a facility or part thereof.

(6)
"Capital expenditure minimum" means one million five hundred thousand dollars ($1,500,000) beginning with July 15, 1994, and as adjusted annually thereafter. In determining whether an expenditure exceeds the expenditure minimum, the cost of any studies, surveys, designs, plans, working drawings, specifications, and other activities essential to the improvement, expansion, or replacement of any plant or any equipment with respect to which the expenditure is made shall be included. Donations of equipment or facilities to a health facility which if acquired directly by the facility would be subject to review under this chapter shall be considered a capital expenditure, and a transfer of the equipment or facilities for less than fair market value shall be considered a capital expenditure if a transfer of the equipment or facilities at fair market value would be subject to review.

(7)
"Certificate of need" means an authorization by the cabinet to acquire, to establish, to offer, to substantially change the bed capacity, or to substantially change a health service as covered by this chapter.

(8)
"Formal review process" means the ninety (90) day certificate-of-need review conducted by the cabinet.

(9)
"Health facility" means any institution, place, building, agency, or portion thereof, public or private, whether organized for profit or not, used, operated, or designed to provide medical diagnosis, treatment, nursing, rehabilitative, or preventive care and includes alcohol abuse, drug abuse, and mental health services. This shall include, but shall not be limited to, health facilities and health services commonly referred to as hospitals, psychiatric hospitals, physical rehabilitation hospitals, chemical dependency programs, tuberculosis hospitals, skilled nursing facilities, nursing facilities, nursing homes, personal care homes, intermediate care facilities, family care homes, primary care centers, rural health clinics, outpatient clinics, ambulatory care facilities, ambulatory surgical centers, emergency care centers and services, ambulance providers, hospices, community mental health and mental retardation centers, home health agencies, kidney disease treatment centers and freestanding hemodialysis units, facilities and services owned and operated by health maintenance organizations directly providing health services subject to certificate of need, and others providing similarly organized services regardless of nomenclature.

(10)
"Health services" means clinically related services provided within the Commonwealth to two (2) or more persons, including, but not limited to, diagnostic, treatment, or rehabilitative services, and includes alcohol, drug abuse, and mental health services.

(11)
"Major medical equipment" means equipment which is used for the provision of medical and other health services and which costs in excess of the medical equipment expenditure minimum, except that this term shall not include medical equipment acquired by or on behalf of a medical laboratory. For purposes of this subsection, "medical equipment expenditure minimum" means one million five hundred thousand dollars ($1,500,000) beginning with July 15, 1994, and as adjusted annually thereafter. In determining whether medical equipment has a value in excess of the medical equipment expenditure minimum, the value of studies, surveys, designs, plans, working drawings, specifications, and other activities essential to the acquisition of the equipment shall be included.

(12)
"Nonsubstantive review" means an expedited review conducted by the cabinet of an application for a certificate of need as authorized under KRS 216B.095.

(13)
"Nonclinically-related expenditures" means expenditures for:

(a)
Repairs, renovations, alterations, and improvements to the physical plant of a health facility which do not result in a substantial change in beds, a substantial change in a health service, or the addition of major medical equipment, and do not constitute the replacement or relocation of a health facility; or

(b)
Projects which do not involve the provision of direct clinical patient care including, but not limited to, the following:

1.
Parking facilities;

2.
Telecommunications or telephone systems;

3.
Management information systems;

4.
Ventilation systems;

5.
Heating or air conditioning, or both;

6.
Energy conservation; or

7.
Administrative offices.

(14)
"Party to the proceedings" means the applicant for a certificate of need and any affected person who appears at a hearing on the matter under consideration and enters an appearance of record.

(15)
"Person" means an individual, a trust or estate, a partnership, a corporation, an association, a group, state, or political subdivision or instrumentality including a municipal corporation of a state.

(16)
"Record" means, as applicable in a particular proceeding:

(a)
The application and any information provided by the applicant at the request of the cabinet;

(b)
Any information provided by a holder of a certificate of need or license in response to a notice of revocation of a certificate of need or license;

(c)
Any memoranda or documents prepared by or for the cabinet regarding the matter under review which were introduced at any hearing;

(d)
Any staff reports or recommendations prepared by or for the cabinet;

(e)
Any recommendation or decision of the cabinet;

(f)
Any testimony or documentary evidence adduced at a hearing;

(g)
The findings of fact and opinions of the cabinet or the findings of fact and recommendation of the hearing officer; and

(h)
Any other items required by administrative regulations promulgated by the cabinet.

(17)
"Secretary" means the secretary of the Cabinet for Human Resources.

(18)
"State health plan" means the document prepared triennially, updated annually, and approved by the Governor.

(19)
"Substantial change in a health service" means:

(a)
The addition of a health service for which there are review criteria and standards in the state health plan;

(b)
The addition of a health service subject to licensure under this chapter; or

(c)
The reduction or termination of a health service which had previously been provided in the health facility.

(20)
"Substantial change in bed capacity" means the addition, reduction, relocation, or redistribution of beds by licensure classification within a health facility.

(21)
"Substantial change in a project" means a change made to a pending or approved project which results in:

(a)
A substantial change in a health service, except a reduction or termination of a health service;

(b)
A substantial change in bed capacity, except for reductions;

(c)
A change of location; or

(d)
An increase in costs greater than the allowable amount as prescribed by regulation.

(22)
"To acquire" means to obtain from another by purchase, transfer, lease, or other comparable arrangement of the controlling interest of a capital asset or capital stock, or voting rights of a corporation. An acquisition shall be deemed to occur when more than fifty percent (50%) of an existing capital asset or capital stock or voting rights of a corporation is purchased, transferred, leased, or acquired by comparable arrangement by one person from another person.

(23)
"To batch" means to review in the same review cycle and, if applicable, give comparative consideration to all filed applications pertaining to similar types of services, facilities, or equipment affecting the same health service area.

(24)
"To establish" means to construct, develop, or initiate a health facility.

(25)
"To obligate" means to enter any enforceable contract for the construction, acquisition, lease, or financing of a capital asset. A contract shall be considered enforceable when all contingencies and conditions in the contract have been met. An option to purchase or lease which is not binding shall not be considered an enforceable contract.

(26)
"To offer" means, when used in connection with health services, to hold a health facility out as capable of providing, or as having the means of providing, specified health services.

Section 11.   KRS 216B.020 is amended to read as follows:

(1)
The provisions of this chapter that relate to the issuance of a certificate of need shall not apply to any hospital which does not charge its patients for hospital services and does not seek or accept Medicare, Medicaid, or other financial support from the federal government or any state government; assisted living residences; family care homes; state veterans' nursing homes; services provided on a contractual basis in a rural primary-care hospital as provided under KRS 216.380; community mental health centers for services as defined in KRS Chapter 210; primary care centers; rural health clinics; private duty nursing services licensed as nursing pools; group homes; end stage renal disease dialysis facilities, freestanding or hospital based; swing beds; special clinics, including, but not limited to, wellness, weight loss, family planning, disability determination, speech and hearing, counseling, pulmonary care, and other clinics which only provide diagnostic services with equipment not exceeding the major medical equipment cost threshold and for which there are no review criteria in the state health plan; nonclinically-related expenditures; the relocation of hospital administrative or outpatient services into medical office buildings which are on or contiguous to the premises of the hospital or the following health services provided on site in an existing health facility when the cost is less than six hundred thousand dollars ($600,000) and the services are in place by December 30, 1991: psychiatric care where chemical dependency services are provided, level one (1) and level two (2) of neonatal care, cardiac catheterization, and open heart surgery where cardiac catheterization services are in place as of July 15, 1990. The provisions of this section shall not apply to nursing homes, personal care homes, intermediate care facilities, and family care homes; or nonconforming ambulance services as defined by administrative regulation. These listed facilities or services shall be subject to licensure, when applicable.

(2)
Nothing in this chapter shall be construed to authorize the licensure, supervision, regulation, or control in any manner of:

(a)
Private offices and clinics of physicians, dentists, and other practitioners of the healing arts[ unless the physician's office meets the criteria set forth in KRS 216B.015(3)];

(b)
Office buildings built by or on behalf of a health facility for the exclusive use of physicians, dentists, and other practitioners of the healing arts; unless the physician's office meets the criteria set forth in KRS 216B.015(3), except no capital expenditure or expenses relating to any such building shall be chargeable to or reimbursable as a cost for providing inpatient services offered by a health facility;

(c)
Dispensaries and first-aid stations located within business or industrial establishments maintained solely for the use of employees, if the facility does not contain inpatient or resident beds for patients or employees who generally remain in the facility for more than twenty-four (24) hours;

(d)
Establishments, such as motels, hotels, and boarding houses, which provide domiciliary and auxiliary commercial services, but do not provide any health related services and boarding houses which are operated by persons contracting with the United States Veterans Administration for boarding services;

(e)
The remedial care or treatment of residents or patients in any home or institution conducted only for those who rely solely upon treatment by prayer or spiritual means in accordance with the creed or tenets of any recognized church or religious denomination and recognized by that church or denomination; and

(f)
On-duty police and fire department personnel assisting in emergency situations by providing first aid or transportation when regular emergency units licensed to provide first aid or transportation are unable to arrive at the scene of an emergency situation within a reasonable time.

(3)
An existing facility licensed as skilled nursing, intermediate care, or nursing home shall notify the cabinet of its intent to change to a nursing facility as defined in Public Law 100-203. A certificate of need shall not be required for conversion of skilled nursing, intermediate care, or nursing home to the nursing facility licensure category.

(4)
Notwithstanding any other provision of law to the contrary, dual-license acute care beds licensed as of December 31, 1995, and those with a licensure application filed and in process prior to February 10, 1996, may be converted to nursing facility beds by December 31, 1996, without applying for a certificate of need. Any dual-license acute care beds not converted to nursing facility beds by December 31, 1996, shall, as of January 1, 1997, be converted to licensed acute care beds.

(5)
Notwithstanding any other provision of law to the contrary, no dual-license acute care beds or acute care nursing home beds that have been converted to nursing facility beds pursuant to the provisions of subsection (3) of this section may be certified as Medicaid eligible after December 31, 1995, without the written authorization of the secretary.

(6)
Notwithstanding any other provision of law to the contrary, total dual-license acute care beds shall be limited to those licensed as of December 31, 1995, and those with a licensure application filed and in process prior to February 10, 1996. No acute care hospital may obtain a new dual license for acute care beds unless the hospital had a licensure application filed and in process prior to February 10, 1996.

(7)
Ambulance services owned and operated by a city government, which propose to provide services in coterminous cities outside of the ambulance service's designated geographic service area, shall not be required to obtain a certificate of need if the governing body of the city in which the ambulance services are to be provided enters into an agreement with the ambulance service to provide services in the city.

Section 12.   KRS 216B.040 is amended to read as follows:

(1)
The cabinet shall have four (4) separate and distinct functions in administering this chapter:

(a)
To approve or deny certificates of need in accordance with the provisions of this chapter, except as to those applications which have been granted nonsubstantive review status by the cabinet;

(b)
To issue and to revoke certificates of need;

(c)
To provide a due process hearing and issue a final determination on all actions by the cabinet to deny, revoke, modify, or suspend licenses of health facilities and health services issued by the cabinet; and

(d)
To enforce, through legal actions on its own motion, the provisions of this chapter and its orders and decisions issued pursuant to its functions.

(2)
The cabinet shall:

(a)
Promulgate administrative regulations pursuant to the provisions of KRS Chapter 13A:

1.
To establish the certificate of need review procedures, including but not limited to, application procedures, notice provisions, procedures for review of completeness of applications, and timetables for review cycles.

2.
To establish criteria for issuance and denial of certificates of need which shall be limited to the following considerations:

a.
Consistency with plans. Each proposal approved by the cabinet shall be consistent with the state health plan[, and shall be subject to biennial budget authorizations and limitations, and with consideration given to the proposal's impact on health care costs in the Commonwealth]. The state health plan shall contain a need assessment for long-term care beds, which shall be based on a statistically valid analysis of the present and future needs of the state as a whole and counties individually. The need assessment shall be applied uniformly to all areas of the state. The methodology shall be reviewed and updated on an annual basis. The long-term care bed need criteria in the state health plan or as set forth by the appropriate certificate of need authority shall give preference to conversion of personal care beds and acute care beds to nursing facility beds, so long as the state health plan or the appropriate certificate of need authority establishes a need in the affected counties and the proposed conversions are more cost-effective than new construction. The fact that the state health plan shall not address the specific type of proposal being reviewed shall not constitute grounds for disapproval of the proposal;

b.
Need and accessibility. The proposal shall meet an identified need in a defined geographic area and be accessible to all residents of the area. A defined geographic area shall be defined as the area the proposal seeks to serve, including its demographics, and shall not be limited to geographical boundaries;

c.
Interrelationships and linkages. The proposal shall serve to accomplish appropriate and effective linkages with other services, facilities, and elements of the health care system in the region and state, accompanied by assurance of effort to achieve comprehensive care, proper utilization of services, and efficient functioning of the health care system;

d.
Costs, economic feasibility, and resources availability. The proposal, when measured against the cost of alternatives for meeting needs, shall be judged to be an effective and economical use of resources, not only of capital investment, but also ongoing requirements for health manpower and operational financing;

e.
Quality of services. The applicant shall be prepared to and capable of undertaking and carrying out the responsibilities involved in the proposal in a manner consistent with appropriate standards and requirements assuring the provision of quality health care services, as established by the cabinet;

f.
Hospital-based skilled nursing, intermediate care, and personal care beds shall be considered by the cabinet in determining the need for freestanding long-term care beds.

(b)
Conduct public hearings, as requested, in respect to certificate-of-need applications, revocations of certificates of need, and denials, suspensions, modifications, or revocations of licenses.

(3)
The cabinet may:

(a)
Issue other administrative regulations necessary for the proper administration of this chapter;

(b)
Administer oaths, issue subpoenas, subpoenas duces tecum, and all necessary process in proceedings brought before or initiated by the cabinet, and the process shall extend to all parts of the Commonwealth. Service of process in all proceedings brought before or initiated by the cabinet may be made by certified mail, or in the same manner as other process in civil cases, as the cabinet directs;

(c)
Establish by promulgation of administrative regulation under KRS Chapter 13A reasonable application fees for certificates of need; and
(d)[
Appoint technical advisory committees as are deemed necessary to administer its functions under the provisions of this chapter;

(e)]
Establish a mechanism for issuing advisory opinions to prospective applicants for certificates of need regarding the requirements of a certificate of need[; and

(f)
Establish a mechanism for biennial review of projects for compliance with the terms of the certificate of need].

Section 13.   KRS 216B.061 is amended to read as follows:

(1)
Unless otherwise provided in this chapter, no person shall do any of the following without first obtaining a certificate of need:

(a)
Establish a health facility;

(b)
Obligate a capital expenditure which exceeds the capital expenditure minimum;

(c)
Make a substantial change in the bed capacity of a health facility;

(d)
Make a substantial change in a health service;

(e)
Make a substantial change in a project;

(f)
Acquire major medical equipment;

(g)
Alter a geographical area or alter a specific location which has been designated on a certificate of need or license;

(h)
Transfer an approved certificate of need for the establishment of a new health facility or the replacement of a licensed facility.

(2)
No person shall separate portions of a single project into components in order to evade any expenditure minimum set forth in this chapter. For purposes of this chapter, the acquisition of one (1) or more items of functionally-related diagnostic or therapeutic equipment shall be considered as one (1) project.

(3)
No person shall have ex parte contact with any employee of the cabinet[the final decision making authority engaged in certificate of need activities] regarding a certificate-of-need application from the commencement of the review cycle to the final decision. If an ex parte contact occurs, it shall be promptly made a part of the record.

(4)
No person shall obligate a capital expenditure in excess of the amount authorized by an existing certificate of need unless the person has received an administrative escalation from the cabinet as prescribed by regulation.

(5)
No person shall proceed to obligate a capital expenditure under an approved certificate of need if there has been a substantial change in the project.

(6)
A certificate of need shall be issued for a specific location and, when applicable, for a designated geographical area.

Section 14.   KRS 214.450 is amended to read as follows:

As used in KRS 214.452 to 214.466, unless the context otherwise requires:

(1)
"Blood" means any blood, blood product, blood component, or blood derivative including plasma.

(2)
"Blood establishment" means a place of business under one (1) management at one (1) general physical location which engages in the collection, preparation, processing, labeling, packaging, and dispensing of blood to any health care facility, health service, or health care provider and which is licensed by the United States Food and Drug Administration. Blood establishment does not include autologous blood donation programs permitted under KRS 214.456.

(3)
"Blood-borne communicable disease" means any of those diseases which are specifically so defined and set forth in administrative regulation promulgated by the United States Food and Drug Administration.

(4)
"Health facility" means any health facility set forth under KRS 216B.015(9)[(10)] which provides for the transfusion of blood into a living human body.

(5)
"Health care provider" means any person licensed or certified under the laws of the Commonwealth as a dentist, physician, osteopath, registered nurse, practical nurse, paramedic, emergency medical technician, or physician assistant.

(6)
"Health service" means any health service as set forth under KRS 216B.015(10)[(11)] and which provides for the transfusion of blood into a living human body.

(7)
"Transfuse" means to transfer blood from one (1) person to another.

(8)
"Donor" means either a paid or volunteer donor of blood.

(9)
"Untested blood" means blood that has not been tested or blood for which test results have not yet been returned.

Section 15.   KRS 18A.225 is amended to read as follows:

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Section 16.   KRS 18A.2281 is amended to read as follows:

(1)
Notwithstanding the provisions of KRS 18A.225, the Department of Personnel may establish a state employee benefit fund to provide for self-insurance of all risk in the provision of benefits comparable to those that may be paid under a policy or contract procured by the secretary of the Finance and Administration Cabinet as provided in KRS 18A.225(2)[ or 18A.2251]. All moneys remaining in this fund at the end of the fiscal year, and deposited thereafter, including earnings from their investment, shall be deemed a trust and agency account, shall not lapse, and shall be continuously appropriated only for the purposes specified in this section.

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

(3)
The contributions made to the benefit fund may be paid:

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

(b)
Wholly from funds contributed by the state or department, board, or agency; or

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

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

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

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

Section 17.   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 18.   KRS 194.120 is amended to read as follows:

The[ Kentucky Health Policy Board, the] Commission for Children with Special Health Care Needs, and the State Interagency Council for Services to Children with an Emotional Disability shall be the only statutory bodies attached to the cabinet that shall have the authority to issue administrative regulations. No other corporate body or instrumentality of the Commonwealth, advisory committee, interstate compact, or other statutory body, presently or hereinafter attached to the cabinet, shall issue administrative regulations, but shall operate only in an advisory capacity.

Section 19.   KRS 216.885 is amended to read as follows:

(1)
It is unlawful to operate or maintain a PPEC center without first obtaining a certificate of need from the Cabinet for Human Resources[Kentucky Health Policy Board] and a license for the PPEC center from the cabinet. The cabinet is responsible for licensing PPEC centers in accordance with the provisions of KRS Chapter 216B.

(2)
Separate licenses are required for PPEC centers maintained on separate premises, even though they are operated under the same management. Separate licenses are not required for separate buildings on the same grounds.

(3)
The Cabinet for Human Resources may deny, revoke, modify, or suspend a license in accordance with KRS 216B.105.

Section 20.   KRS 342.375 is amended to read as follows:

Every policy or contract of workers' compensation insurance under this chapter, issued or delivered in this state, shall cover the entire liability of the employer for compensation to each employee subject to this chapter, except as otherwise provided in KRS 216.2960, 342.020, 342.345, or 342.352. However, if specifically authorized by the commissioner, a separate insurance policy may be issued for a specified plant or work location if the liability of the employer under this chapter to each employee subject to this chapter is otherwise secured and provided that no employee transferred from one plant or work location to another within the employment of the same employer shall thereby lose any benefit rights accumulated under the average weekly wage concept.

Section 21.   KRS 304.17A-120 is amended to read as follows:

(1)
Except as provided in subsection (5) of this section, for all health benefit plans issued or renewed on or after July 15, 1995, to employers with fifty (50) employees or less, individuals, and participants in the Kentucky Health Purchasing Alliance, insurers shall use a modified community rating methodology filed with the department in which the premium for each individual policy and group policy is determined solely on the basis of age, gender, occupation or industry, geography, family composition, benefit plan design, and cost containment provisions, whether or not the product is offered through an alliance, and discounts up to ten percent (10%) for healthy lifestyles. Community rates may be established separately for individuals and employer groups plus public employees.

(2)
(a)
Premium variations based on age shall not vary more than three hundred percent (300%) from the lowest to the highest price.

(b)
If an insurer utilizes industry or occupation as a case characteristic in establishing premium rates, the highest rate factor associated with any industry or occupation classification shall not exceed the lowest rate factor associated with any industry or occupation classification by more than fifteen percent (15%).

(c)
If an insurer utilizes gender as a case characteristic in establishing premium rates, the highest rate factor associated with gender shall not exceed the lowest rate factor associated with gender in any age bracket by more than fifty percent (50%).

(d)
In utilizing all case characteristics, the ratio of the highest rate factor to the lowest rate factor shall not exceed five to one (5:1).

(3)
The department shall establish guidelines for geographic rating areas that take into consideration the following:

(a)
Geographic rating should be used to prevent areas with lower cost, more efficient delivery systems from cross-subsidizing areas where health benefit plans and providers operate inefficiently;

(b)
Geographic rating shall not increase rates of higher risk and needier populations relative to healthier and wealthier populations, nor to effectively discriminate on the basis of race or socioeconomic class;

(c)
Geographic rating areas may include entire communities and single metropolitan statistical areas but shall not fold lower cost and lower income rural areas into the same rating areas as higher cost urban areas.

(4)
The rate structure shall differentiate between single individuals, couples, single-parent families, and two-parent families with children.

(5)
Health benefit plans issued or renewed on or after January 1, 1996, to trustees of a fund that has been in continued existence from or before January 1, 1996, was established by one (1) or more associations as defined in KRS 304.18-020(1)(b), are exempt from the requirements of this section.

(6)
(a)
From July 15, 1996, until June 30, 1998, each insurer may offer premium rates pursuant to this section that are no more than thirty percent (30%) above and no more than thirty percent (30%) below the index community rate. Beginning on July 1, 1998, the maximum permitted percentage deviation from the index community rate is twenty percent (20%). Beginning on July 1, 1999, the maximum permitted percentage deviation from the index community rate is ten percent (10%). Beginning on July 1, 2000, no deviation from the index community rate is permitted.

(b)
For purposes of this subsection, "index rate" means, for each class of business as to a rating period, the arithmetic average of the applicable base premium rate and the corresponding highest premium rate.

(c)
For purposes of this subsection, "base premium rate" means, for each class of business as to a rating period, the lowest premium rate charged or that could have been charged under the rating system for that class of business by the insurer to the individuals or small groups with similar case characteristics for health benefit plans with the same or similar coverage.

(7)
This section shall apply to standard health benefit plans issued or renewed under KRS 304.17A-160 prior to the effective date of this Act. This section expires on the date one (1) year after the effective date of this Act.
Section 22.   KRS 304.17A-130 is amended to read as follows:

(1)
The Department of Insurance shall implement the administrative regulations promulgated by the Kentucky Health Policy Board for the establishment of a risk adjustment process to be used in equalizing risk between insurers which participate within and outside of the Kentucky Health Purchasing Alliance.

(2)
The risk adjustment process shall at minimum be based on gender, retiree status, continuation status, and medical condition information which represent the relative risk of individuals participating with various insurers. The risk adjustment process is not intended to, and shall not, neutralize cost variations among insurers based on efficiency, ability to manage health costs and patient care, and the administration of policy provisions. The process shall not base adjustment for insurers on their individual premiums, administrative expenses, claims, or use of health care services. Preset amounts shall be established to reflect the demographic and medical risk characteristics of individuals enrolled by insurers.

(3)
The risk adjustment process shall be administered by the department so that the process can be applied on a marketwide basis. All insurers shall submit information designated by the department as necessary to administer the risk adjustment process. All insurers shall contribute on an annual basis a preset amount for each person covered toward the establishment and administration of the risk adjustment process. Insurers shall receive from, or contribute amounts to, the department based on the insurer's relative risk profile as determined by the risk adjustment process.

(4)
The risk adjustment process shall be established by no later than April 1, 1995. The department may authorize one (1) or more pilot projects as part of an ongoing reevaluation and refinement of the risk adjustment process.

(5)
This section shall apply only to standard health benefit plans issued or renewed under KRS 304.17A-160 prior to the effective date of this Act. This section expires on the date one (1) year after the effective date of this Act.

Section 23.   KRS 304.17A-160 is amended to read as follows:

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(9)
This section shall apply only to standard health benefit plans issued or renewed under this section prior to the effective date of this Act. This section expires on the date one (1) year after the effective date of this Act.

SECTION 24.   A NEW SECTION OF SUBTITLE 17 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
After two (2) years from its date of issue or the date of a policy's last reinstatement and before the attainment of the age limit, or the date, or the expiration of the period, or the happening of the event such as the qualification for Medicare benefits, if any, stated in the policy, no insurer shall refuse to renew a policy of hospitalization or surgical or medical expense insurance or refuse to renew any other policy in which one-third (1/3) or more of the total premium is allocable to hospital, surgical, or medical expense benefits, or any combination thereof, except for one (1) or more of the following reasons:

(a)
Fraud in applying for the policy or in applying for any benefits under the policy; 

(b)
Demonstrated moral hazard;

(c)
Overinsurance or duplication of benefits according to standards stated in the policy on file with the commissioner;

(d)
Discontinuance of a class of policies; and

(e)
Other reasons, including but not limit to, the filing of false claims, as the commissioner may approve.

(2)
After the two (2) year period set out in subsection (1) of this section, in no event shall any insurer refuse to renew any policy because of a change in the physical or mental condition or the health of any person covered under the policy.

(3)
After the two (2) year period set out in subsection (1) of this section, no insurer shall require as a condition for the renewal of any policy, any rider, endorsement, or other attachment that shall limit the nature or extent of the benefits provided under the policy.

(4)
In the case of an individual converted policy, the two (2) year period set out in subsection (1) of this section shall commence from the date the insurance as to the person became effective under the policy from which conversion was made.

(5)
 Nothing contained in this section shall prohibit an insurer from making changes in premium rates by classes providing the reservation is contained in the policy, and the changes shall be on file with the department.

(6)
The commissioner may require every insurer to file with the commissioner any documents, statistics, or other information regarding the refusal to renew permitted by this section as the commissioner may deem necessary for the proper administration of this section.

(7)
This section does not apply to or affect:

(a)
Any contract of noncancellable or guaranteed renewable disability insurance;

(b)
Any policy or contract of reinsurance;

(c)
Any policy of group or blanket insurance;

(d)
Any policy providing disability benefits under the workers' compensation law;

(e)
Any policy of an assessment or cooperative life and accident insurance company;

(f)
Life insurance, endowment or annuity contracts, or contracts supplemental thereto that contain only the provisions relating to accident and sickness insurance as provide additional benefits in case of death or dismemberment or loss of sight by accident; or as operate to safeguard contracts against lapse, or to give special surrender value or special benefit or an annuity in the event that the insured or annuitant shall become totally and permanently disabled, as defined by the contract or supplemental contract.

(8)
In addition to the penalties provided in subtitle 99 of this chapter, the commissioner may also suspend or revoke the license or authority of an agent or insurer for any willful violation.

Section 25.   KRS 304.17A-145 is amended to read as follows:

(1)
A health benefit plan[, as defined in KRS 304.17A-100,] issued or renewed on or after July 15, 1996, 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 health benefit plan if the health benefit plan authorizes an initial postpartum home visit which 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 health benefit plans 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 26.   The following KRS sections are repealed:

18A.2251   State employee health care plan buy-in.  (Expired July 14, 1995)

205.6310   Cabinet to establish system to reduce unnecessary hospital emergency room utilization and costs.

205.6312   Medical recipients to pay allowable nominal copayments.

205.6314   Review of reimbursement rates for emergency transportation providers -- Promulgation of administrative regulations relating to emergency transportation providers.

205.6316   Review of procedures for medical assistance reimbursement of pharmacists to reduce fraud and abuse -- Dispensing fee.

205.6318   Cabinet to establish integrated system to enhance program integrity of Medical Assistance Program.

205.6320   Cabinet to strengthen managed care component of KenPAC Program and to establish standards for access and quality for organizations serving Medicaid recipients.

205.6322   Cabinet to seek to prohibit sheltering of assets in long-term care cases.

205.6324   Cabinet to enhance third-party resource collection capacity.

205.6326   Review of Medicaid reimbursement systems -- Implementation of a standardized patient assessment tool and consistent quality of care mandates.

205.6328   Quarterly reports to General Assembly regarding Medicaid program changes -- Expiration provision.

205.6332   System for monitoring use of covered services using appropriate technology and identification card.

205.6334   Request for necessary waivers of federal law.

205.6336   Certification to Interim Joint Committee on Appropriations and Revenue of general fund savings realized from procedures adopted to control health care costs -- Transfer of savings to trust fund.

205.640   "Medical Assistance Revolving Trust Fund" (MART) and "Medical Assistance Indigent Trust Fund" (MAIT) -- Authority for administrative regulations -- Duties of hospitals receiving funds from MAIT.

216.2920   Definitions for KRS 216.2920 to 216.2929.

216.2921   Duties of cabinet -- Chief administrative officer -- Secretary or employee not subject to personal liability.

216.2923   Health data collection powers and duties -- Transmitting information on insurance experience.

216.2925   Administrative regulations -- Reports, lists, and forms required.

216.2927   Types of data not to be published, released, or subject to inspection -- Confidentiality of raw data -- Penalty for violation.

216.2929   Reports required by board.

216.2950   Self-referral restrictions -- Offenses.

216.2960   Pilot projects for twenty-four hour health coverage -- Authority for administrative regulations.

216B.135   Creation of Task Force on Health Care Cost and Quality.

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

304.17A-150   Unfair trade practices.

422.317   Copy of patient's medical record to be supplied on patient's written request.

Section 27.   Whereas insurers are attributing health insurance rate increases to the provisions of House Bill 250 as enacted by the 1994 General Assembly and are continuing to impose those increases with each passing day as plans are converted to standard plans, an emergency is declared to exist, and this Act takes effect upon its passage and approval by the Governor or upon its otherwise becoming a law.
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