HOUSE Substitute for SENATE BILL No. 113

AN ACT relating to insurance; concerning the regulation thereof; amending K.S.A. 40-202,
40-2,125, 40-428, 40-22a07 and 40-2442 and K.S.A. 2007 Supp. 40-2c01 and 40-433 and
repealing the existing sections.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 40-428 is hereby amended to read as follows: 40-
428. (a) In the case of policies issued on or after the operative date of
this section, as defined in subsection (d-1), (d-2), (d-3) or (i), no policy
of life insurance, except as stated in subsection (h) shall be delivered or
issued for delivery in this state unless it shall contain in substance the
following provisions, or corresponding provisions which in the opinion of
the commissioner of insurance are at least as favorable to the defaulting
or surrendering policyholder as are the minimum requirements herein-
after specified and are essentially in compliance with subsection (g) of
this section.

(i) Inthe event of default in any premium payment, the company will
grant, upon proper request not later than 60 days after the due date of
the premium in default, a paid-up nonforfeiture benefit on a plan stipu-
lated in the policy, effective as of such due date, of such amount as may
be hereinafter specified.

In lieu of such stipulated paid-up nonforfeiture benefit, the company
may substitute, upon proper request not later than 60 days after the due
date of the premium in default, an actuarially equivalent alternative paid-
up nonforfeiture benefit which provides a greater amount or longer pe-
riod of death benefits or, if applicable, a greater amount or earlier pay-
ment of endowment benefits.

(ii) Upon surrender of the policy within 60 days after the due date of
any premium payment in default after premiums have been paid for at
least three full years in the case of ordinary insurance or five full years in
the case of industrial insurance, the company will pay, in lieu of any paid-
up nonforfeiture benefit, a cash surrender value of such amount as may
be hereinafter specified.

(iii) A specified paid-up nonforfeiture benefit shall become effective
as specified in the policy unless the person entitled to make such election
elects another available option not later than 60 days after the due date
of the premium in default.

(iv) If the policy shall have become paid-up by completion of all pre-
mium payments or if it is continued under any paid-up nonforfeiture
benefit which became effective on or after the third policy anniversary in
the case of ordinary insurance or the fifth policy anniversary in the case
of industrial insurance, the company will pay, upon surrender of the policy
within 30 days after any policy anniversary, a cash surrender value of such
amount as may be hereinafter specified.

(v) In the case of policies which cause on a basis guaranteed in the
policy unscheduled changes in benefits or premiums, or which provide
an option for changes in benefits or premiums other than a change to a
new policy, a statement of the mortality table, interest rate, and method
used in calculating cash surrender values and the paid-up nonforfeiture
benefits available under the policy. In the case of all other policies, a
statement of the mortality table and interest rate used in calculating the
cash surrender values and the paid-up nonforfeiture benefits available
under the policy, together with a table showing the cash surrender value,
if any, and paid-up nonforfeiture benefit, if any, available under the policy
on each policy anniversary either during the first 20 policy years or during
the term of the policy, whichever is shorter, such values and benefits to
be calculated upon the assumption that there are no dividends or paid-
up additions credited to the policy and that there is no indebtedness to
the company on the policy.

(vi) A statement that the cash surrender values and the paid-up non-
forfeiture benefits available under the policy are not less than the mini-
mum values and benefits required by or pursuant to any statute of the
state in which the policy is delivered; and an explanation of the manner
in which the cash surrender values and the paid-up nonforfeiture benefits
are altered by the existence of any paid-up additions credited to the policy
or any indebtedness to the company on the policy; if a detailed statement
of the method of computation of the values and benefits shown in the
policy is not stated therein, a statement that such method of computation
has been filed with the insurance supervisory official of the state in which
the policy is delivered; and, a statement of the method to be used in
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calculating the cash surrender value and paid-up nonforfeiture benefit
available under the policy on any policy anniversary beyond the last an-
niversary for which such values and benefits are consecutively shown in
the policy.

Any of the foregoing provisions or portions thereof not applicable by
reason of the plan of insurance may, to the extent inapplicable, be omitted
from the policy with the consent of the insurance commissioner.

The company shall reserve the right to defer the payment of any cash
surrender value for a period of six months after demand therefor with
surrender of the policy. During such period of deferment, any interest or
dividends that would accrue in the absence of a surrender of the policy
shall continue to accrue until such surrender value is paid.

(b)  Any cash surrender value available under the policy in the event
of default in a premium payment due on any policy anniversary, whether
or not required by subsection (a), shall be an amount not less than the
excess, if any, of the present value, on such anniversary, of the future
guaranteed benefits which would have been provided for by the policy,
including any existing paid-up additions, if there had been no default,
over the sum of: (i) The then present value of the adjusted premiums as
defined in subsections (d), (d-1), (d-2) and (d-3), corresponding to pre-
miums which would have fallen due on and after such anniversary; and
(ii) the amount of any indebtedness to the company on the policy.

For any policy issued on or after the operative date of subsection (d-
3) as defined therein, which provides supplemental life insurance or an-
nuity benefits at the option of the insured and for an identifiable addi-
tional premium by rider or supplemental policy provision, the cash
surrender value referred to in the first paragraph of this subsection shall
be an amount not less than the sum of the cash surrender value as defined
in such paragraph for an otherwise similar policy issued at the same age
without such rider or supplemental policy provision and the cash surren-
der value as defined in such paragraph for a policy which provides only
the benefits otherwise provided by such rider or supplemental policy
provision.

For any family policy issued on or after the operative date of subsection
(d-3) as defined therein, which defines a primary insured and provides
term insurance on the life of the spouse of the primary insured expiring
before the spouse’s age 71, the cash surrender value referred to in the
first paragraph of this subsection shall be an amount not less than the
sum of the cash surrender value as defined in such paragraph for an
otherwise similar policy issued at the same age without such term insur-
ance on the life of the spouse and the cash surrender value as defined in
such paragraph for a policy which provides only the benefits otherwise
provided by such term insurance on the life of the spouse.

Any cash surrender value available within 30 days after any policy an-
niversary under any policy paid-up by completion of all premium pay-
ments or any policy continued under any paid-up nonforfeiture benefit,
whether or not required by subsection (a), shall be an amount not less
than the present value, on such anniversary, of the future guaranteed
benefits provided for by the policy, including any existing paid-up addi-
tions, decreased by any indebtedness to the company on the policy.

(c) Any paid-up nonforfeiture benefit available under the policy in
the event of default in a premium payment due on any policy anniversary
shall be such that its present value as of such anniversary shall be at least
equal to the cash surrender value then provided for by the policy, or, if
none is provided for, that cash surrender value which would have been
required by this section in the absence of the condition that premiums
shall have been paid for at least a specified period.

(d)  This subsection (d) shall not apply to policies issued on and after
the operative date of subsection (d-3), as defined therein. Except as pro-
vided in the third paragraph of this subsection, the adjusted premiums
for any policy shall be calculated on an annual basis and shall be such
uniform percentage of the respective premiums specified in the policy
for each policy year, excluding amounts stated in the policy as extra pre-
miums to cover impairments or special hazards, that the present value,
at the date of issue of the policy, of all such adjusted premiums shall be
equal to the sum of: (i) The then present value of the future guaranteed
benefits provided for by the policy; (ii) two percent of the amount of
insurance, if the insurance be uniform in amount, or of the equivalent
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uniform amount, as hereinafter defined, if the amount of insurance varies
with duration of the policy; (iii) forty percent of the adjusted premium
for the first policy year; (iv) twenty-five percent of either the adjusted
premium for the first policy year or the adjusted premium for a whole
life policy of the same uniform or equivalent uniform amount with uni-
form premiums for the whole life issued at the same age for the same
amount of insurance, whichever is less. In applying the percentages spec-
ified in (iii) and (iv) above, no adjusted premium shall be deemed to
exceed 4% of the amount of insurance or uniform amount equivalent
thereto. The date of issue of a policy for the purpose of this subsection
shall be the date as of which the rated age of the insured is determined.

In the case of a policy providing an amount of insurance varying with
duration of the policy, the equivalent uniform amount thereof for the
purpose of this subsection shall be deemed to be the uniform amount of
insurance provided by an otherwise similar policy, containing the same
endowment benefit or benefits, if any, issued at the same age and for the
same term, the amount of which does not vary with duration and the
benefits under which have the same present value at the date of issue as
the benefits under the policy. In the case of a policy issued at an age less
than 10 years the equivalent uniform amount of insurance may be based
upon the amount of insurance after age 10.

The adjusted premiums for any policy providing term insurance ben-
efits by rider or supplemental policy provision shall be equal to (a) the
adjusted premiums for an otherwise similar policy issued at the same age
without such term insurance benefits, increased, during the period for
which premiums for such term insurance benefits are payable, by (b) the
adjusted premiums for such term insurance, the foregoing items (a) and
(b) being calculated separately and as specified in the first two paragraphs
of this subsection except that, for the purposes of (ii), (iii) and (iv) of the
first such paragraph, the amount of insurance or equivalent uniform
amount of insurance used in the calculation of the adjusted premiums
referred to in (b) shall be equal to the excess of the corresponding amount
determined for the entire policy over the amount used in the calculation
of the adjusted premiums in (a).

Except as otherwise provided in subsections (d-1) and (d-2), all ad-
justed premiums and present values referred to in this section shall for
all policies of ordinary insurance be calculated on the basis of the com-
missioners’ 1941 standard ordinary mortality table. For any category of
ordinary insurance issued on female risks, adjusted premiums and present
values may be calculated, according to an age not more than three years
younger than the actual age of the insured. Such calculations for all pol-
icies of industrial insurance shall be made on the basis of the 1941 stan-
dard industrial mortality table. All calculations shall be made on the basis
of the rate of interest, not exceeding 3%2% per annum, specified in the
policy for calculating cash surrender values and paid-up nonforfeiture
benefits. In calculating the present value of any paid-up term insurance
with accompanying pure endowment, if any, offered as a nonforfeiture
benefit, the rates of mortality assumed may be not more than 130% of
the rates of mortality according to such applicable table. If the rate of
mortality used exceeds 100% the rate shall be stated in the policy. For
insurance issued on a substandard basis, the calculation of any such ad-
justed premiums and present values may be based on such other table of
mortality as may be specified by the company and approved by the com-
missioner of insurance.

(d-1)  This subsection (d-1) shall not apply to ordinary policies issued
on or after the operative date of subsection (d-3), as defined therein. In
the case of ordinary policies issued on or after the operative date of this
subsection (d-1) as defined herein, all adjusted premiums, as defined in
subsection (d), and present values referred to in this section shall be
calculated on the basis of the commissioners’ 1958 standard ordinary mor-
tality table and the rate of interest specified in the policy for calculating
cash surrender values and paid-up nonforfeiture benefits. Such rate of
interest shall not exceed 3%% per annum, except that a rate of interest
not exceeding 4% per annum may be used for policies issued on or after
July 1, 1973, and prior to July 1, 1978, and a rate of interest not exceeding
5%% per annum may be used for policies issued on or after July 1, 1978,
except that for any single premium whole life or endowment insurance
policy a rate of interest not exceeding 6%2% per annum may be used. For
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any category of ordinary insurance issued on female risks, adjusted pre-
miums and present values may be calculated according to an age not more
than six years younger than the actual age of the insured. In calculating
the present value of any paid-up term insurance with accompanying pure
endowment, if any, offered as a nonforfeiture benefit, the rates of mor-
tality assumed may be not more than those shown in the commissioners’
1958 extended term insurance table. For insurance issued on a substan-
dard basis, the calculation of any such adjusted premiums and present
values may be based on such other table of mortality as may be specified
by the company and approved by the commissioner.

After the effective date of this subsection (d-1), any company may file
with the commissioner a written notice of its election to comply with the
provisions of this subsection after a specified date. After the filing of such
notice, then upon such specified date (which shall be the operative date
of this subsection for such company), this subsection shall become op-
erative with respect to the ordinary policies thereafter issued by such
company. Any company, having filed such notice of election to comply
with this subsection, and desiring to withdraw from such election as to
future policies may file with the commissioner of insurance a written
notice of such withdrawal after a specified date, and of its intention to
value all its future policies in accordance with the provisions of law ap-
plicable to the basis used prior to such election and to provide nonfor-
feiture benefits and cash surrender values in future policies as required
for the basis used prior to such election.

(d-2)  This subsection (d-2) shall not apply to industrial policies issued
on or after the operative date of subsection (d-3), as defined therein. In
the case of industrial policies issued on or after the operative date of this
subsection (d-2) as defined herein, all adjusted premiums and present
values referred to in this section shall be calculated on the basis of the
commissioners’” 1961 standard industrial mortality table and the rate of
interest specified in the policy for calculating cash surrender values and
paid-up nonforfeiture benefits. Such rate of interest shall not exceed
3%% per annum, except that a rate of interest not exceeding 4% per
annum may be used for policies issued on or after July 1, 1973, and prior
to July 1, 1978, and a rate of interest not exceeding 5%% per annum may
be used for policies issued on or after July 1, 1978, except that for any
single premium whole life or endowment insurance policy a rate of in-
terest not exceeding 6%% per annum may be used. In calculating the
present value of any paid-up term insurance with accompanying pure
endowment, if any, offered as a nonforfeiture benefit, the rates of mor-
tality assumed may be not more than those shown in the commissioners’
1961 industrial extended term insurance table. For insurance issued on
a substandard basis, the calculations of such adjusted premiums and pres-
ent values may be based on such other table of mortality as may be spec-
ified by the company and approved by the commissioner.

After the effective date of this subsection (d-2), any company may file
with the commissioner a written notice of its election to comply with the
provisions of this subsection after a specified date. After the filing of such
notice, then upon such specified date (which shall be the operative date
of this subsection for such company), this subsection shall become op-
erative with respect to the industrial policies thereafter issued by such
company. Any company having filed such notice of election to comply
with this subsection, and desiring to withdraw from such election as to
future policies may file with the commissioner of insurance a written
notice of such withdrawal after a specified date, and of its intention to
value all its future policies in accordance with provisions of law applicable
to the basis used prior to such elections and to provide nonforfeiture
benefits and cash surrender values in future policies as required for the
basis used prior to such election.

(d-3) (1) This subsection shall apply to all policies issued on or after
the operative date of this subsection (d-3), as defined herein. Except as
provided in the seventh paragraph of this subsection, the adjusted pre-
miums for any policy shall be calculated on an annual basis and shall be
such uniform percentage of the respective premiums specified in the
policy for each policy year, excluding amounts payable as extra premiums
to cover impairments or special hazards and also excluding any uniform
annual contract charge or policy fee specified in the policy in a statement
of the method to be used in calculating the cash surrender values and
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paid-up nonforfeiture benefits, that the present value, at the date of issue
of the policy, of all adjusted premiums shall be equal to the sum of: (i)
The then present value of the future guaranteed benefits provided for by
the policy; (ii) one percent of either the amount of insurance, if the in-
surance be uniform in amount, or the average amount of insurance at the
beginning of each of the first 10 policy years; and (iii) one hundred
twenty-five percent of the nonforfeiture net level premium as hereinafter
defined. In applying the percentage specified in (iii) above, no nonfor-
feiture net level premium shall be deemed to exceed 4% of either the
amount of insurance, if the insurance be uniform in amount, or the av-
erage amount of insurance at the beginning of each of the first 10 policy
years. The date of issue of a policy for the purpose of this subsection shall
be the date as of which the rated age of the insured is determined.

(2) The nonforfeiture net level premium shall be equal to the present
value, at the date of issue of the policy, of the guaranteed benefits pro-
vided for by the policy divided by the present value, at the date of issue
of the policy, of an annuity of one per annum payable on the date of issue
of the policy and on each anniversary of such policy on which a premium
falls due.

(3) In the case of policies which cause on a basis guaranteed in the
policy unscheduled changes in benefits or premiums, or which provide
an option for changes in benefits or premiums other than a change to a
new policy, the adjusted premiums and present values shall initially be
calculated on the assumption that future benefits and premiums do not
change from those stipulated at the date of issue of the policy. At the
time of any such change in the benefits or premiums the future adjusted
premiums, nonforfeiture net level premiums and present values shall be
recalculated on the assumption that future benefits and premiums do not
change from those stipulated by the policy immediately after the change.

(4) Except as otherwise provided in the seventh paragraph of this
subsection, the recalculated future adjusted premiums for any such policy
shall be such uniform percentage of the respective future premiums spec-
ified in the policy for each policy year, excluding amounts payable as extra
premiums to cover impairments and special hazards, and also excluding
any uniform annual contract charge or policy fee specified in the policy
in a statement of the method to be used in calculating the cash surrender
values and paid-up nonforfeiture benefits, that the present value, at the
time of change to the newly defined benefits or premiums, of all such
future adjusted premiums shall be equal to the excess of (A) the sum of
(i) the then present value of the then future guaranteed benefits provided
for by the policy and (ii) the additional expense allowance, if any, over
(B) the then cash surrender value, if any, or present value of any paid-up
nonforfeiture benefit under the policy.

(5) The additional expense allowance, at the time of the change to
the newly defined benefits or premiums, shall be the sum of: (i) One
percent of the excess, if positive, of the average amount of insurance at
the beginning of each of the first 10 policy years subsequent to the change
over the average amount of insurance prior to the change at the beginning
of each of the first 10 policy years subsequent to the time of the most
recent previous change, or, if there has been no previous change, the date
of issue of the policy; and (ii) one hundred twenty-five percent of the
increase, if positive, in the nonforfeiture net level premium.

(6) The recalculated nonforfeiture net level premium shall be equal
to the result obtained by dividing (A) by (B) where (A) equals the sum
of: (i) The nonforfeiture net level premium applicable prior to the change
times the present value of an annuity of one per annum payable on each
anniversary of the policy on or subsequent to the date of the change on
which a premium would have fallen due had the change not occurred;
and (ii) the present value of the increase in future guaranteed benefits
provided for by the policy, and

(B) Equals the present value of an annuity of one per annum payable
on each anniversary of the policy on or subsequent to the date of change
on which a premium falls due.

(7) Notwithstanding any other provisions of this subsection to the
contrary, in the case of a policy issued on a substandard basis which
provides reduced graded amounts of insurance so that, in each policy
year, such policy has the same tabular mortality cost as an otherwise
similar policy issued on the standard basis which provides higher uniform
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amounts of insurance, adjusted premiums and present values for such
substandard policy may be calculated as if it were issued to provide such
higher uniform amounts of insurance on the standard basis.

(8) All adjusted premiums and present values referred to in this sec-
tion shall for all policies of ordinary insurance be calculated on the basis
of: (i) The commissioners” 1980 standard ordinary mortality table; or (ii)
at the election of the company for any one or more specified plans of life
insurance, the commissioners’ 1980 standard ordinary mortality table with
ten-year select mortality factors; shall for all policies of industrial insur-
ance be calculated on the basis of the commissioners” 1961 standard in-
dustrial mortality table; and shall for all policies issued in a particular
calendar year be calculated on the basis of a rate of interest not exceeding
the nonforfeiture interest rate as defined in this subsection for policies
issued in that calendar year. Except:

(A) At the option of the company, calculations for all policies issued
in a particular calendar year may be made on the basis of a rate of interest
not exceeding the nonforfeiture interest rate, as defined in this subsec-
tion, for policies issued in the immediately preceding calendar year.

(B) Under any paid-up nonforfeiture benefit, including any paid-up
dividend additions, any cash surrender value available, whether or not
required by subsection (a), shall be calculated on the basis of the mortality
table and rate of interest used in determining the amount of such paid-
up nonforfeiture benefit and paid-up dividend additions, if any.

(C) A company may calculate the amount of any guaranteed paid-up
nonforfeiture benefit including any paid-up additions under the policy on
the basis of an interest rate no lower than that specified in the policy for
calculating cash surrender values.

(D) In calculating the present value of any paid-up term insurance
with accompanying pure endowment, if any, offered as a nonforfeiture
benefit, the rates of mortality assumed may be not more than those shown
in the commissioners’ 1980 extended term insurance table for policies of
ordinary insurance and not more than the commissioners’ 1961 industrial
extended term insurance table for policies of industrial insurance.

(E) For insurance issued on a substandard basis, the calculation of
any such adjusted premiums and present values may be based on appro-
priate modifications of the aforementioned tables.

(F) Any ordinary mortality tables, adopted after 1980 by the national
association of insurance commissioners, that are approved by regulation
promulgated by the commissioner for use in determining the minimum
nonforfeiture standard may be substituted for the commissioners’ 1980
standard ordinary mortality table with or without ten-year select mortality
factors or for the commissioners” 1980 extended term insurance table.

(G) Any industrial mortality tables, adopted after 1980 by the national
association of insurance commissioners, that are approved by regulation
promulgated by the commissioner for use in determining the minimum
nonforfeiture standard may be substituted for the commissioners’ 1961
standard industrial mortality table or the commissioners’ 1961 industrial
extended term insurance table.

(9) The nonforfeiture interest rate per annum for any policy issued
in a particular calendar year shall be equal to 125% of the calendar year
statutory valuation interest rate for such policy as defined in the standard
valuation law, rounded to the nearer %%.

(10) Notwithstanding any other provision of this code to the contrary,
any refiling of nonforfeiture values or their methods of computation for
any previously approved policy form which involves only a change in the
interest rate or mortality table used to compute nonforfeiture values shall
not require refiling of any other provisions of that policy form.

(11) After the effective date of this subsection (d-3), any company
may file with the commissioner a written notice of its election to comply
with the provisions of this subsection after a specified date before January
1, 1989, which shall be the operative date of this subsection for such
company. If a company makes no such election, the operative date of this
subsection for such company shall be January 1, 1989.

(e) In the case of any plan of life insurance which provides for future
premium determination, the amounts of which are to be determined by
the insurance company based on then estimates of future experience, or
in the case of any plan of life insurance which is of such a nature that
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minimum values cannot be determined by the methods described in sub-
sections (a), (b), (¢), (d), (d-1), (d-2) or (d-3) herein, then:

(1) The commissioner must be satisfied that the benefits provided
under the plan are substantially as favorable to policyholders and insureds
as the minimum benefits otherwise required by subsections (a), (b), (c),
(d), (d-1), (d-2) or (d-3) herein;

(2) the commissioner must be satisfied that the benefits and the pat-
tern of premiums of that plan are not such as to mislead prospective
policyholders or insureds;

(3) the cash surrender values and paid-up nonforfeiture benefits pro-
vided by such plan must not be less than the minimum values and benefits
required for the plan computed by a method consistent with the princi-
ples of this standard nonforfeiture law, as determined by regulations
promulgated by the commissioner.

(f) Any cash surrender value and any paid-up nonforfeiture benefit,
available under any such policy in the event of default in the payment of
any premium due at any time other than on the policy anniversary, shall
be calculated with allowance for the lapse of time and the payment of
fractional premiums beyond the beginning of the policy year in which the
default occurs. All values referred to in subsections (b), (c), (d), (d-1), (d-
2) and (d-3) may be calculated upon the assumption that any death benefit
is payable at the end of the policy year of death. The net value of any
paid-up additions, other than paid-up term additions, shall be not less
than the amounts used to provide such additions. Notwithstanding the
provisions of subsection (b), additional benefits payable: (i) In the event
of death or dismemberment by accident or accidental means; (ii) in the
event of total and permanent disability; (iii) as reversionary annuity or
deferred reversionary annuity benefits; (iv) as term insurance benefits
provided by a rider or supplemental policy provision to which, if issued
as a separate policy, this section would not apply; (v) as term insurance
on the life of a child or on the lives of children provided in a policy on
the life of a parent of a child, if such term insurance expires before the
child’s age is 26, is uniform in amount after the child’s age is one, and
has not become paid-up by reason of the death of a parent of the child;
and (vi) as other policy benefits additional to life insurance and endow-
ment benefits, and premiums for all such additional benefits, shall be
disregarded in ascertaining cash surrender values and nonforfeiture ben-
efits required by this section, and no such additional benefits shall be
required to be included in any paid-up nonforfeiture benefits.

(g) This subsection, in addition to all other applicable subsections of
this section, shall apply to all policies issued on or after January 1, 1986.
Any cash surrender value available under the policy in the event of default
in a premium payment due on any policy anniversary shall be in an
amount which does not differ by more than .2% of either the amount of
insurance, if the insurance be uniform in amount, or the average amount
of insurance at the beginning of each of the first 10 policy years, from
the sum of: (a) The greater of zero and the basic cash value hereinafter
specified; and (b) the present value of any existing paid-up additions less
the amount of any indebtedness to the company under the policy.

The basic cash value shall be equal to the present value, on such an-
niversary, of the future guaranteed benefits which would have been pro-
vided for by the policy, excluding any existing paid-up additions and be-
fore deduction of any indebtedness to the company, if there had been no
default, less the then present value of the nonforfeiture factors, as here-
inafter defined, corresponding to premiums which would have fallen due
on and after such anniversary. The effects on the basic cash value of
supplemental life insurance or annuity benefits or of family coverage, as
described in subsection (b) or (d), whichever is applicable, shall be the
same as are the effects specified in subsection (b) or (d), whichever is
applicable on the cash surrender values defined in that subsection.

The nonforfeiture factor for each policy year shall be an amount equal
to a percentage of the adjusted premium for the policy year, as defined
in subsection (d) or (d-3), whichever is applicable. Except as is required
by the next succeeding sentence of this paragraph, such percentage:

(a) Must be the same percentage for each policy year between the
second policy anniversary and the later of: (i) The fifth policy anniversary;
and (ii) the first policy anniversary at which there is available under the
policy a cash surrender value in an amount, before including any paid-up
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additions and before deducting any indebtedness, of at least .2% of either
the amount of insurance, if the insurance be uniform in amount, or the
average amount of insurance at the beginning of each of the first 10 policy
years; and

(b) must be such that no percentage after the later of the two policy
anniversaries specified in the preceding item (a) may apply to fewer than
five consecutive policy years.

No basic cash value may be less than the value which would be obtained
if the adjusted premiums for the policy, as defined in subsection (d) or
(d-3), whichever is applicable, were substituted for the nonforfeiture fac-
tors in the calculation of the basic cash value.

All adjusted premiums and present values referred to in this subsection
shall for a particular policy be calculated on the same mortality and in-
terest bases as are used in demonstrating the policy’s compliance with
the other sections of this act. The cash surrender values referred to in
this subsection shall include any endowment benefits provided for by the
policy.

Any cash surrender value available other than in the event of default
in a premium payment due on a policy anniversary, and the amount of
any paid-up nonforfeiture benefit available under the policy in the event
of default in a premium payment shall be determined in manners con-
sistent with the manners specified for determining the analogous mini-
mum amounts in subsections (a), (b), (¢), (d-3), and (f). The amounts of
any cash surrender values and of any paid-up nonforfeiture benefits
granted in connection with additional benefits such as those listed as items
(i) through (vi) in subsection (f) shall conform with the principles of this
subsection (g).

(h)  This section shall not apply to any of the following: (1) Reinsur-
ance; (2) group insurance; (3) pure endowment; (4) annuity or reversion-
ary annuity contract; (5) term policy of uniform amount, which provides
no guaranteed nonforfeiture or endowment benefits, or renewal thereof,
of 20 years or less expiring before age 71, for which uniform premiums
are payable during the entire term of the policy; (6) term policy of de-
creasing amount, which provides no guaranteed nonforfeiture or endow-
ment benefits, on which each adjusted premium calculated as specified
in subsections (d), (d-1), (d-2) and (d-3), is less than the adjusted premium
so calculated, on a term policy of uniform amount, or renewal thereof,
which provides no guaranteed nonforfeiture or endowment benefits, is-
sued at the same age and for the same initial amount of insurance and
for a term of 20 years or less expiring before age 71, for which uniform
premiums are payable during the entire term of the policy; (7) policy,
which provides no guaranteed nonforfeiture or endowment benefits, for
which no cash surrender value, if any, or present value of any paid-up
nonforfeiture benefit, at the beginning of any policy year, calculated as
specified in subsections (b), (c), (d), (d-1), (d-2) and (d-3), exceeds 2%
of the amount of insurance at the beginning of the same policy year; nor
(8) policy which shall be delivered outside this state through an agent or
other representative of the company issuing the policy.

For purposes of determining the applicability of this section, the age
at expiry for a joint term life insurance policy shall be the age at expiry
of the oldest life.

(i) After the effective date of this act, any company may file with the
commissioner of insurance a written notice of its election to comply with
the provisions of this section other than as provided in subsections (d-1),
(d-2), (d-3), (e) and (g) after a specified date. After the filing of such
notice, then upon such specified date (which shall be the operative date
for such company) such provisions shall become operative with respect
to all policies thereafter issued by such company.

(j): Any company, having filed written notices as provided in the pre-
ceding subsection (i), and desiring to withdraw from such election as to
future policies may file with the commissioner of insurance a written
notice of such withdrawal after a specified date, and of its intention to
value all its future policies in accordance with the provisions of subsection
(b) of K.S.A. 40-409, and amendments thereto, and to provide nonfor-
feiture benefits and cash surrender values in future policies in accordance
with K.S.A. 40-427. After the filing of such withdrawal notice, then upon
such specified date, subsection (b) of K.S.A. 40-409, and amendments
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thereto, and K.S.A. 40-427 shall become operative with respect to all
policies thereafter issued by such company in this state.

Sec. 2. K.S.A. 40-2442 is hereby amended to read as follows: 40-
2442. (a) Within 30 days after receipt of any claim, and amendments
thereto, any insurer issuing a policy of accident and sickness insurance
shall pay a clean claim for reimbursement in accordance with this section
or send a written or electronic notice acknowledging receipt of and the
status of the claim. Such notice shall include the date such claim was
received by the insurer and state that:

(1) The insurer refuses to reimburse all or part of the claim and spec-
ify each reason for denial; or

(2) additional information is necessary to determine if all or any part
of the claim will be reimbursed and what specific additional information
is necessary.

(b) If any insurer issuing a policy of accident and sickness insurance
fails to comply with subsection (a), such insurer shall pay interest at the
rate of 1% per month on the amount of the claim that remains unpaid
30 days after the receipt of the claim. The interest paid pursuant to this
subsection shall be included in any late reimbursement without requiring
the person who filed the original claim to make any additional claim for
such interest.

(c) After receiving a request for additional information, the person
claiming reimbursement shall submit all additional information requested
by the insurer within 30 days after receipt of the request for additional
information. Failure to furnish such additional information within the
time required shall not invalidate nor reduce the claim if it was not rea-
sonably possible to give such information within such time, provided such
proof is furnished as soon as possible as defined (within the time pre-
scribed) in paragraph (7) of subsection (A) of K.S.A. 40-2203, and amend-
ments thereto.

(d) Within 15 days after receipt of all the requested additional infor-
mation, an insurer issuing a policy of accident and sickness insurance shall
pay a clean claim in accordance with this section or send a written or
electronic notice that states:

(1)  Such insurer refuses to reimburse all or part of the claim; and

(2) specifies each reason for denial. Any insurer issuing a policy of
accident and sickness insurance that fails to comply with this subsection
shall pay interest on any amount of the claim that remains unpaid at the
rate of 1% per month.

(e) The provisions of subsection (b) shall not apply when there is a
good faith dispute about the legitimacy of the claim, or when there is a
reasonable basis supported by specific information that such claim was
submitted fraudulently.

(f) In the event that an insurer erroneously pays a claim providing
benefits to which the insured person or provider is not entitled, the insurer
shall not initiate a request for reimbursement or refund of that erroneous
payment, or in any other way seek to recoup the erroneous payment,
unless such action is initiated within 18 months after the end of the month
in which the erroneous payment was made. In cases of fraud by the in-
sured person or provider, such action may be initiated within the appli-
cable statute of limitations pursuant to K.S.A. 60-513, and amendments
thereto. In the case of an audit of the records of a pharmacy by a managed
care company, insurance company, third party payor or the representa-
tive of the managed care company, insurance company or third party
payor, the period covered by the audit shall not exceed two years from
the date the claim was submitted to or adjudicated or as otherwise pro-
vided by state or federal law.

& (g) Any violation of this act by an insurer issuing a policy of acci-
dent and sickness insurance with flagrant and conscious disregard of the
provisions of this act or with such frequency as to constitute a general
business practice shall be considered a violation of the unfair trade prac-
tices act in K.S.A. 40-2401 et seq. and amendments thereto.

tg) (h) The commissioner of insurance shall adopt rules and regula-
tions necessary to carry out the provisions of the Kansas health care
prompt payment act.

Sec. 3. K.S.A. 2007 Supp. 40-2¢01 is hereby amended to read as
follows: 40-2¢01. As used in this act:



HOUSE Substitute for SENATE BILL No. 113—page 10

(a) “Adjusted RBC report” means an RBC report which has been
adjusted by the commissioner in accordance with K.S.A. 40-2¢04, and
amendments thereto.

(b) “Corrective order” means an order issued by the commissioner
specifying corrective actions which the commissioner has determined are
required to address a RBC level event.

(c) “Domestic insurer” means any insurance company or risk reten-
tion group which is licensed and organized in this state.

(d) “Foreign insurer” means any insurance company or risk retention
group not domiciled in this state which is licensed or registered to do
business in this state pursuant to article 41 of chapter 40 of the Kansas
Statutes Annotated or K.S.A. 40-209, and amendments thereto.

(e) “NAIC” means the national association of insurance commission-
ers.

(f) “Life and health insurer” means any insurance company licensed
under article 4 or 5 of chapter 40 of the Kansas Statutes Annotated or a
licensed property and casualty insurer writing only accident and health
insurance.

(g) “Property and casualty insurer” means any insurance company
licensed under articles 9, 10, 11, 12, 12a, 15 or 16 of chapter 40 of the
Kansas Statutes Annotated, but shall not include monoline mortgage
guaranty insurers, financial guaranty insurers and title insurers.

(h) “Negative trend” means, with respect to a life and health insurer,
a negative trend over a period of time, as determined in accordance with
the “trend test calculation” included in the RBC instructions defined in
subsection (j).

(i) “RBC” means risk-based capital.

(j): “RBC instructions” mean the risk-based capital instructions prom-
ulgated by the NAIC, which are in effect on December 31, 2006 2007.

(k) “RBC level” means an insurer’s company action level RBC, reg-
ulatory action level RBC, authorized control level RBC, or mandatory
control level RBC where:

(1) “Company action level RBC” means, with respect to any insurer,
the product of 2.0 and its authorized control level RBC;

(2)  “regulatory action level RBC” means the product of 1.5 and its
authorized control level RBC;

(3) “authorized control level RBC” means the number determined
under the risk-based capital formula in accordance with the RBC instruc-
tions; and

(4) “mandatory control level RBC” means the product of .70 and the
authorized control level RBC.

(I) “RBC plan” means a comprehensive financial plan containing the
elements specified in K.S.A. 40-2¢06, and amendments thereto. If the
commissioner rejects the RBC plan, and it is revised by the insurer, with
or without the commissioner’s recommendation, the plan shall be called
the “revised RBC plan.”

(m) “RBC report” means the report required by K.S.A. 40-2c02, and
amendments thereto.

(n) “Total adjusted capital” means the sum of:

(1) Aninsurer’s capital and surplus or surplus only if a mutual insurer;
and

(2) such other items, if any, as the RBC instructions may provide.

(o) “Commissioner” means the commissioner of insurance.

Sec. 4. K.S.A. 40-202 is hereby amended to read as follows: 40-202.
Nothing contained in this code shall apply to:

(a) Grand or subordinate lodges of any fraternal benefit society which
admits to membership only persons engaged in one or more hazardous
occupations in the same or similar line of business or to fraternal benefit
societies as defined in and organized under article 7 of chapter 40 of the
Kansas Statutes Annotated and amendments thereto, unless they be ex-
pressly designated;

(b) the employees of a particular person, firm, or corporation;

(c) mercantile associations which simply guarantee insurance to each
other in the same lines of trade and do not solicit insurance from the
general public;

(d) the Swedish Mutual Aid Association of Rapp, Osage county, Kan-

sas;
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(e) the Scandia Mutual Protective Insurance Company, of Chanute,
Kansas;

(f) the Seneca and St. Benedict Mutual Fire Insurance Company of
Nemaha county, Kansas;

(g) the mutual insurance system practiced in the Mennonite church,
in accordance with an old custom, either by the congregation themselves
or by special associations, of its members in Kansas;

(h) the Kansas State High-School Activities Association;

(i) the Mutual Aid Association of the Church of the Brethren; or

(j) avoluntary noncontractual mutual aid arrangement feunded-enor

- ; whereby the needs of participants are an-
nounced and accommodated through subscriptions to a monthly publi-
cation.

Sec. 5. K.S.A. 40-2,125 is hereby amended to read as follows: 40-
2,125. (a) If the commissioner determines after notice and opportunity
for a hearing that any person has engaged or is engaging in any act or
practice constituting a violation of any provision of Kansas insurance stat-
utes or any rule and regulation or order thereunder, the commissioner
may in the exercise of discretion, order any one or more of the following:

(1) Payment of a monetary penalty of not more than $1,000 for each
and every act or violation, unless the person knew or reasonably should
have known such person was in violation of the Kansas insurance statutes
or any rule and regulation or order thereunder, in which case the penalty
shall be not more than $2,000 for each and every act or violation;

(2) suspension or revocation of the person’s license or certificate if
such person knew or reasonably should have known that such person was
in violation of the Kansas insurance statutes or any rule and regulation or
order thereunder; or

(3) that such person cease and desist from the unlawful act or practice
and take such affirmative action as in the judgment of the commissioner
will carry out the purposes of the violated or potentially violated provision.

(b) If any person fails to file any report or other information with the
commissioner as required by statute or fails to respond to any proper
inquiry of the commissioner, the commissioner, after notice and oppor-
tunity for hearing, may impose a civil penalty of up to $500 $1,000, for
each violation or act, along with an additional penalty of up to $166 $500
for each week thereafter that such report or other information is not
provided to the commissioner.

(c) If the commissioner makes written findings of fact that there is a
situation involving an immediate danger to the public health, safety or
welfare or the public interest will be irreparably harmed by delay in is-
suing an order under subsection (a)(3), the commissioner may issue an
emergency temporary cease and desist order. Such order, even when not
an order within the meaning of K.S.A. 77-502 and amendments thereto,
shall be subject to the same procedures as an emergency order issued
under K.S.A. 77-536 and amendments thereto. Upon the entry of such
an order, the commissioner shall promptly notify the person subject to
the order that: (1) It has been entered, (2) the reasons therefor and (3)
that upon written request within 15 days after service of the order the
matter will be set for a hearing which shall be conducted in accordance
with the provisions of the Kansas administrative procedure act. If no hear-
ing is requested and none is ordered by the commissioner, the order will
remain in effect until it is modified or vacated by the commissioner. If a
hearing is requested or ordered, the commissioner, after notice of and
opportunity for hearing to the person subject to the order, shall by written
findings of fact and conclusions of law vacate, modify or make permanent
the order.

(d) For purposes of this section:

(1) “Person” means any individual, corporation, association, partner-
ship, reciprocal exchange, inter-insurer, Lloyd’s insurer, fraternal benefit
society and any other legal entity engaged in the business of insurance,

S SA > S 5 rating
organization, third party administrator, nonprofit dental service corpo-
ration, nonprofit medical and hospital service corporation, automobile
club, premium financing company, health maintenance organization, in-
surance holding company, mortgage guaranty insurance company, risk
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retention or purchasing group, prepaid legal and dental service plan, cap-
tive insurance company, automobile self-insurer or reinsurance inter-
mediary. The term “person” shall not include insurance agents keensed

- and brokers as such

terms are defined in K.S.A. 2007 Supp. 40-4902 and amendments thereto.

(2) “Commissioner” means the commissioner of insurance of this
state.

Sec. 6. K.S.A. 2007 Supp. 40-433 is hereby amended to read as fol-
lows: 40-433. No policy of group life insurance shall be delivered in this
state unless it conforms to one of the following descriptions:

(1) A policyissued by an insurance company organized under the laws
of the state of Kansas on its employees and agents, which agents for the
purpose of this act only shall be deemed employees, the beneficiaries
under such policies to be persons designated by each insured, or a policy
issued to an employer, or to the trustees of a fund established by an
employer, which employer or trustees shall be deemed the policyholder,
to insure employees of the employer for the benefit of persons other than
the employer, both subject to the following requirements: (a) The em-
ployees eligible for insurance under the policy shall be all of the employ-
ees of the employer, or all of any class or classes thereof determined by
conditions pertaining to their employment. The policy may provide that
the term “employees” shall include the employees of one or more sub-
sidiary corporations, and the employees, individual proprietors, and part-
ners of one or more affiliated corporations, proprietors or partnerships if
the business of the employer and of such affiliated corporations, propri-
etors or partnerships is under common control through stock ownership,
contract or otherwise. The policy may provide that the term “employees”
shall include the individual proprietor or partners if the employer is an
individual proprietor or a partnership. The policy may provide that the
term “employees” shall include retired employees. No director of a cor-
porate employer shall be eligible for insurance under the policy unless
such person is otherwise eligible as a bona fide employee of the corpo-
ration by performing services other than the usual duties of a director.
No individual proprietor or partner shall be eligible for insurance under
the policy unless the proprietor or partner is actively engaged in and
devotes a substantial part of their time to the conduct of the business of
the proprietor or partnership. A policy issued to insure the employees of
a public body may provide that the term “employees” shall include
elected or appointed officials. (b) The premium for the policy shall be
paid by the policyholder, either wholly from the employer’s funds or funds
contributed by the employer, or partly from such funds and partly from
funds contributed by the insured employees. No policy shall be issued on
which the entire premium is to be derived from funds contributed by the
insured employees. A policy on which part of the premium is to be derived
from funds contributed by the insured employees may be placed in force
only if at least 75% of the then eligible employees, excluding any as to
whom evidence of individual insurability is not satisfactory to the insurer,
elect to make the required contribution. A policy on which no part of the
premium is to be derived from funds contributed by the insured em-
ployees shall insure all eligible employees, or all except any as to whom
evidence of individual insurability is not satisfactory to the insurer. (c)
The policy shall cover at least two employees at date of issue. (d) The
amounts of insurance under the policy shall be based upon some plan,
precluding individual selection either by the employees or by the em-
ployer or trustees.

(2) A policy issued to a creditor, who shall be deemed the policyhol-
der, to insure debtors of the creditor, subject to the following require-
ments: (a) The debtors eligible for insurance under the policy shall be all
of the debtors of the creditor whose indebtedness is repayable in install-
ments, or all of any class or classes thereof determined by conditions
pertaining to the indebtedness or to the purchase giving rise to the in-
debtedness. (b) The premium for the policy shall be paid by the policy-
holder, either from the creditor’s funds or from charges collected from
the insured debtors, or from both. A policy on which part or all of the
premium is to be derived from the collection from the insured debtors
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of identifiable charges not required of uninsured debtors shall not in-
clude, in the class or classes of debtors eligible for insurance, debtors
under obligations outstanding at its date of issue without evidence of
individual insurability unless at least 75% of the then eligible debtors elect
to pay the required charges. A policy on which no part of the premium
is to be derived from the collection of such identifiable charges shall
insure all eligible debtors, or all except any as to whom evidence of in-
dividual insurability is not satisfactory to the insurer. (¢) The policy may
be issued only if the group of eligible debtors is then receiving new en-
trants at the rate of at least 100 persons yearly, or may reasonably be
expected to receive at least 100 new entrants during the first policy year,
and only if the policy reserves to the insurer the right to require evidence
of individual insurability if less than 75% of the new entrants become
insured. (d) The amount of insurance on the life of any debtor shall at
no time;under-one-or-merepolietes; exceed the amount owed by that
debtor which is repaydble in installments to the creditor—er-$166,606;
whicheverisdess. (e) The insurance shall be payable to the policyholder.
Such payment shall reduce or extinguish the unpaid indebtedness of the
debtor to the extent of such payment.

(3) A policy issued to a labor union, which shall be deemed the pol-
icyholder, to insure members of such union for the benefit of persons
other than the union or any of its officials, representatives or agents,
subject to the following requirements: (a) The members eligible for in-
surance under the policy shall be all of the members of the union, or all
of any class or classes thereof determined by conditions pertaining to their
employment, or to membership in the union, or both.

(b) The premium for the policy shall be paid by the policyholder,
either wholly from the union’s funds, or partly from such funds and partly
from funds contributed by the insured members specifically for their
insurance. No policy shall be issued on which the entire premium is to
be derived from funds contributed by the insured members specifically
for their insurance. A policy on which part of the premium is to be derived
from funds contributed by the insured members specifically for their
insurance may be placed in force only if at least 75% of the then eligible
members excluding any as to whom evidence of individual insurability is
not satisfactory to the insurer, elect to make the required contributions.
A policy on which no part of the premium is to be derived from funds
contributed by the insured members specifically for their insurance shall
insure all eligible members, or all except any as to whom evidence of
individual insurability is not satisfactory to the insurer.

(c) The policy shall cover at least 25 members at date of issue.

(d) The amounts of insurance under the policy shall be based upon
some plan precluding individual selection either by the members or by
the union.

(4) A policy issued to the trustees of a fund established in this state
by two or more employers if a majority of the employees to be insured
of each employer are located within the state, or to the trustees of a fund
established by one or more labor unions, or by one or more employers
and one or more labor unions, which trustees shall be deemed the poli-
cyholder, to insure employees of the employers or members of the unions
for the benefit of persons other than the employers or the unions, subject
to the following requirements: (a) The persons eligible for insurance shall
be all of the employees of the employers or all of the members of the
unions, or all of any class or classes thereof determined by conditions
pertaining to their employment, or to membership in the unions, or to
both. The policy may provide that the term “employees” shall include
retired employees and the individual proprietor or partners if any em-
ployer is an individual proprietor or a partnership. No director of a cor-
porate employer shall be eligible for insurance under the policy unless
such person is otherwise eligible as a bona fide employee of the corpo-
ration by performing services other than the usual duties of a director.
No individual proprietor or partner shall be eligible for insurance under
the policy unless the proprietor or partner is actively engaged in and
devotes a substantial part of their time to the conduct of the business of
the proprietor or partnership. The policy may provide that the term “em-
ployees” shall include the trustees or their employees, or both, if their
duties are principally connected with such trusteeship. (b) The premium
for the policy shall be paid by the trustees either wholly from funds con-
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tributed by the employer or employers of the insured persons, or by the
union or unions, or by both, or partly from such funds and partly from
funds contributed by the insured employees. No policy shall be issued on
which the entire premium is to be derived from funds contributed by the
insured persons. The policy shall insure all eligible persons, or all except
any as to whom evidence of individual insurability is not satisfactory to
the insurer. (c) The policy shall cover at date of issue at least 100 persons
and not less than an average of five persons per employer unit. (d) The
amounts of insurance under the policy shall be based upon some plan
precluding individual selection either by the insured persons or by the
policyholder, employers, or union.

(e) The requirements of paragraphs (b) and (d) of this subsection
governing employer contributions and amounts of insurance shall not
apply to a voluntary term life insurance policy issued on a group basis.

(5) A policy issued to an association which has been organized and is
maintained for purposes other than that of obtaining insurance, insuring
at least 25 members, employees, or employees of members of the asso-
ciation for the benefit of persons other than the association or its officers.
The term “employees” as used herein shall be deemed to include retired
employees. The premiums for the policies shall be paid by the policy-
holder, either wholly from association funds, or funds contributed by the
members of such association or by employees of such members or any
combination thereof. The amounts of insurance under the policy shall be
based upon some plan precluding individual selection either by the in-
sured person or by the association or by the member.

(6) Any policy issued pursuant to this section may be extended to
insure the employees against loss due to the death of their spouses, their
children, their grandchildren, their spouse’s children, their spouse’s
grandchildren, their parents, their spouse’s parents, or any class or classes
thereof, subject to the following requirements:

(a) The premium for the insurance shall be paid by the policyholder,
either from the employer’s funds or from funds contributed by the in-
sured employees, or from both. If any part of the premium is to be derived
from funds contributed by the insured employees, the insurance with
respect to spouses, their children, their grandchildren, their spouse’s chil-
dren, their spouse’s grandchildren, their parents and their spouse’s par-
ents may be placed in force only if at least 75% of the then eligible
employees, excluding any as to whose family members” evidence of in-
surability is not satisfactory to the insurer, elect to make the required
contribution. If no part of the premium is to be derived from funds con-
tributed by the employees, all eligible employees, excluding any as to
whose family members” evidence of insurability is not satisfactory to the
insurer, shall be insured with respect to their spouses, their children, their
grandchildren, their spouse’s children, their spouse’s grandchildren, their
parents, their Spouse’s parents.

(b) The amounts of insurance shall be based upon some plan pre-
cluding individual selection either by the employees or by the policyhol-
der, or employer and shall not exceed with respect to any spouse, child
or parent 50% of the insurance on the life of such insured employee.

(c) Upon termination of the insurance with respect to the spouse of
an employee by reason of the employee’s termination of employment or
death, the spouse insured pursuant to this section shall have the same
conversion rights as to the insurance on such spouse’s life as is provided
for the employee under K.S.A. 40-434 and amendments thereto.

(d) Notwithstanding the provisions of K.S.A. 40-434 and amend-
ments thereto only one certificate need be issued for delivery to an in-
sured person if a statement concerning any dependent’s coverage is in-
cluded in such certificate.

(e) The requirements of paragraphs (a) and (b) of this subsection
governing participation, contribution by an employer and amounts of in-
surance for dependents shall not apply to a voluntary term life insurance
policy issued on a group basis.

(7) A policy may be issued to any other group which the commis-
sioner of insurance finds is the proper subject of a group life insurance
policy or contract. Any such group shall be subject to any appropriate
conditions or provisions relating thereto which the commissioner may
establish or require, consistent with the provisions of this act, and such
conditions and provisions shall be included in the policy or contract.
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Sec. 7. K.S.A. 40-22a07 is hereby amended to read as follows: 40-
22a07. (a) (1) It is unlawful for any person or utilization review organi-
zation to perform utilization review activities in this state except in ac-
cordance with this act.

(2) No utilization review organization nor any individual performing
utilization review activities may agree to be compensated or receive com-
pensation which is contingent in any way upon frequency of certification
denials, costs avoided by denial or reduction in payment of claims or other
results which may be adverse to the needs of the patient as determined
by the attending health care provider.

(3) (A) A utilization review organization may establish prior notifi-
cation requirements for inpatient and outpatient hospital admissions. A
utilization review organization shall not require notification sooner than
the next business day after any inpatient admission occurring on a week-
end or holiday or any urgent or emergent inpatient or outpatient admis-
sion regardless of when the patient presents for services.

(B) For the purposes of this paragraph, a patient that is unstable or
uncommunicative shall not be deemed to have presented to a health care
facility until the patient is able to provide insurance information and the
health care facility is permitted under state and federal law to inquire
about insurance coverage.

(b)  Autilization review organization may not reduce or deny payment
to a provider for such provider’s failure to comply with any utilization
review organization’s policy that conflicts with this act or any rules and
regulations adopted pursuant to K.S.A. 40-22all and amendments
thereto.

(c) When the commissioner has reason to believe a utilization review
organization subject to this act has been or is engaged in any conduct
which violates this act or any rules and regulations adopted pursuant to
K.S.A. 40-22al1, the commissioner, after a hearing conducted in accord-
ance with the Kansas administrative procedure act, may:

(1) Issue and cause to be served upon the utilization review organi-
zation an order requiring such organization to cease and desist from en-
gaging in such violations;

(2)  suspend or revoke the utilization review organization’s certificate
to perform utilization review affecting residents of this state;

(3) assess a monetary penalty of not less than $500 and not more than
$1,000 for each violation; or

(4) apply any combination of the above provisions as the commis-
sioner, by written order, deems appropriate.

Sec. 8. K.S.A. 40-202, 40-2,125, 40-428, 40-22a07 and 40-2442 and
K.S.A. 2007 Supp. 40-2¢01 and 40-433 are hereby repealed.
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Sec. 9. This act shall take effect and be in force from and after its
publication in the statute book.
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