Feb. 21, 1983

Approved

Date
MINUTES OF THE _HOUSE  COMMITTEE ON INSURANCE
The meeting was called to order by Chairman Rex Hoy o — at
_3:30  %¥X/p.m. on February 15, 1983 in room _521-S  of the Capitol.

All members were present except:
Rep. Harder, who was excused.

Committee staff present:
Wayne Morris, Legislative Research
Gordon Self, Revisor's Office
Mary Sorensen, Committee Secretary

Conferees appearing before the committee:
Dick Breock, Kansas Insurance Department

Others Present:
See List (Attachment 1)

Dick Brock, of the Kansas Insurance Department, spoke on HB 2248, which
is Proposal No. 1 reqguested by the Insurance Department. He gave a
brief explanation of the bill, and referred to "An Evaluation of the
Kansas No-Fault Law", which was distributed to the committee members

on Thursday, February 10, 1983. He stated that No-Fault automobile
liability insurance was enacted by the Legislature in 1973. It has
been accepted and has proven it will work; and if the changes embodied
in HB 2248 are enacted, they will adjust the personal injury protection
benefits and the tort threshold amount to the same equivalent dollars
as they were when the Legislature enacted the No-Fault law in 1973.

Mr. Brock said the increased figures in this bill were the result of
taking the appropriate components of the Consumer Price Index and
applying them to the benefits provided in the law at the present time.
The bill also provides a new Section 3, which allows for periodic review
and possible adjustment of some of the benefits, based on the Consumer

Price Index in effect at that time. There were some guestions as to how
the tort threshold works, and the need to increase it if benefits are
increased.

As there are several bills now in the committee which refer to the Con-
sumer Price Index, Wayne Morris passed out Attachment 2, a memorandum
dated February 10, 1983, prepared by the Kansas Legislative Research
Department, entitled "Consumer Price Indices"; and Attachment 3, which
is a sheet showing various components which make up the Consumer Price
Index. He gave a brief explanation of the two sheets, and answered
guestions concerning application of the Consumer Price Index to benefits
proposed in HB 2248.

HB 2117 was then up for final action. Wayne Morris gave a brief explana-
tion of the bill, and there was some discussion as to protection provided
by the Conflict of Interest Statutes if this bill is passed. Rep. L.
Johnson moved to pass the bill out favorably. Rep. Spaniol seconded.

The motion carried.

Rep. Littlejohn moved that the minutes for February 8, 1983, and February
10, 1983, be approved. Rep. Fuller seconded. The motion carried.

The meeting adjourned at 4:15 PM,

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for 1 1
editing or corrections. Page Of
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MEMORANDUM  (7ptZetve? 2
S T

Kansas Legislative Research Department February 10, 1983

CONSUMER PRICE INDICES

The Consumer Price Index (CPI) compiled by the U.S. Bureau of Labor
Statisties measures the average change in prices of a fixed market basket of goods and
services, inecluding food and beverages, housing, apparel and upkeep, tranportation,
medical care, entertainment, and other goods and services. The various components of
the CPI are weighted based on a consumer expenditure survey conducted in 1972-73.
The base year of the index is 1967, i.e., the 1967 price level equals 100. The CPI
measures price change over time, such as month-to-month or year-to-year.

Although the CPI is sometimes referred to as a "eost-of-living" index, it is
not. Price change is just one factor which affects living costs. For instance, the CPI .
does not include income, personal property, and Social Security taxes, and generally it
does not reflect changes in the pattern of consumption such as substitution of lower-
cost goods and services for those whose prices have increased substantially.

‘ There are three CPIs at the present time. The oldest is for only urban wage
earners and clerical workers (CPI-W), which covers about 40 percent of the total
noninstitutional population.

Beginning with January 1978, a new index for all urban consumers (CPI-U)
was published; this one covers about 80 percent of the noninstitutional population and
includes, besides wage earners and clerical workers, professional, managerial and
technical workers, the self-employed, short-term workers, and the unemployed,
retirees, and others not in the labor force.

Beginning with January 1983, the CPI-U will be changed by substituting a
"rental equivalency" measure for the homeownership component of the index.
Formerly, that component was based on house prices, mortgage interest rates, property
taxes, insurance, and maintenance costs, so it included both consumption and
investment aspects. The Bureau of Labor Statisties, and many others, believe that
substitution of a "rental equivalency" and removal of the investment aspect of
homeownership will improve the CPI by foecusing on consumption of shelter services, on
the principle that the index should coneentrate only on current consumption just as do
the food, transpertation, clothing, and other components.

Along with the revised CPI-U, the former one, including the previous
homeownership component, will be reported for the months of January-June of 1983.

The CPI-W will not be changed to incorporate the "rental equivalency”
method until 1985. Again, there will be a six-month overlap, i.e., both the revised and
old indices will be published for the months of January-June of 1985.

The delay in changing the CPI-W is due to the fact that many escalator
clauses or COLAs (cost-of-living adjustments) are based on the CPI-W. Annual
adjustments in Social Security benefits, for example, are based on this index.
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18. Continued— Consumer Price Index—U.S. city average - ; 5
[1957 = 100 unless omerwise speced] G At s T
All Urban Consumers Urtan Wage Earners and Clerical Workers (revized)
Genernl summary 1581 1882 1981 1982
Sept. | Apr. May June Juty Aug. | Sept. | Sept. | Apr. May June Juby Asg | Sept
APPAREL AND UPKEEP — Continued
Apparel commodities — Cortinued Al
Apparel commodnes less footwear -— Contnuad
Infants' and toadiers’ . ... 2664 | 267.0 | 2690 | 2687 | 2688 | 2724 | 2768 | 2798 | 2782 | 2793 2782 | 2778 | 2830 | 2841
2133 | 2108 | 2087 | 2099 | 2097 | 2108 | 2126 | 2060 | 1985 | 1988 1988 | 1987 | 185 | 2012
Sewng materials and notions (12/77 = 100) 1183 | 1185 | 1193 | 1192 | 1200 [ 1215 | 1219 | 1164 | 1169 | 1177 1176 | 1185 1195 | 1200
Jeweiry and loggage (12/77 = 100} ...... ... el 1452 | 1438 | 1425 | 1428 | 1422 | 1426 | 1449 | 1409 | 1345 | 1335 | 1336 | 1331 | 1333 | 1347
OO . .. ittt e 2024 | 2056 | 2065 | 2066 | 2064 | 2044 | 2052 | 2023 | 2061 | 2069 | 2067 | 2067 | 2041 | 2059
Men's (12/77 = 100) 1288 | 1323 | 1324 | 1321 1323 | 1308 | 1324 | 1287 | 1344 | 1345 1341 13 | 1R7 | 1341
Sovs'and girts" {12/77 = 10C) ............. 129.7 | 1304 | 1315 | 1321 1317 | 1287 | 1284 | 1307 | 1336 ( 1346 1348 | 1344 | 1313 | 1319
Wornen's (12/77 = 100} ... oo e 1235 | 1251 1258 | 1258 | 1256 | 1254 | 1265 | 1212 | 1211 1216 1216 | 1215 | 1211 1224
2620 | 2734 | 2747 | 2753 | 2766 | 2774 | 2792 | 2600 | 271.0 | 2723 | 2730 | 743 | 2732 | 2172
1857 | 1635 | 1644 | 1648 | 1654 | 1656 | 1667 | 1550 | 1620 | 1626 | 1633 | 1638 | 1541 | 1652
1382 | 1425 | 14298 | 1431 1441 1450 | 1459 137.4 | 1427 | 1431 1434 | 1446 | 1455 | 1466
2852 | 2829 | 2856 | 2928 | 2961 | 2862 | 2053 | 2866 | 2843 | 2871 2045 | 2679 | 2880 | 2963
2819 | 2788 | 2815 | 2889 | 2923 | 2024 | 2911 | 2841 | 2812 | 2840 | 29016 | 2951 | 2852 | 2938
1913 | 1960 | 1975 | 1984 | 1986 | 1967 | 1877 | 191.4 | 1959 | 1973 | 1979 | 1985 | 1886 | 1975
2728 | 2854 2914 | 2982 | 3024 | 3044 | 3046 | 2728 | 2852 | 2914 2982 | 3024 | 3044 | 3046
4112 | 3667 | 3704 | 3923 | 4003 | 3884 | 3942 | 4124 | 3678 | 3717 3938 | 4016 | 3997 | 3955
2087 | 3118 | 3136 | 3160 | 3180 | 3192 | 3206 | 2963 | 3128 | 3144 | 3168 | 3187 | 3200 | 313
Body work (12/777 = 100} . oo i 1474 | 1550 | 1557 | 1563 | 1575 | 1582 | 1584 | 1461 153.3 | 1540 1547 | 1560 | 1568 | 1381
Automobie drive tran, brake, and rescallanecus
mechancal repaic {12/77 = 100) 143.1 1495 | 1508 | 1516 | 1519 | 1525 | 1831 1455 | 1537 | 1549 1857 | 1561 1568 | 1571
Martterance and serviang (12/77 = 1389 | 1445 | 1450 | 1468 1478 | 1485 1488 | 1382 | 1440 | 1444 1462 | 1473 | 1478 | 1482
Power piant reparr {12/77 = 100} ... ... i 1426 | 149 150.1 1508 | 1517 | 1524 | 1533 | 1413 | 1486 | 1486 150.3 | 1512 | 1518 | 1528
Omer prvate transpontalon ... ... ... e sed2 1 2851 | 2557 | 2587 | 2608 | 2608 | 2600 | 2463 | 2582 | 2588 | 2618 | 25¢0 | 2623 | 2830
QOmer private 1ransportaton COMMOGNES . ... vvveennnnnenes 2126 | 2149 | 2169 | 2175 | 2163 | 2148 | 2139 | 2155 | 217.3 | 2184 | 2200 188 | 2171 | 2163
Motoe of, cootant, and oter prooucss {12/77 = 100} .. ....... 1477 | 1507 | 1499 | 1507 | 1515 | 1532 | 1525 | 1453 | 1492 | 1484 | 1490 | 1503 | 1518 | 512
Automcdiie parts and equoment (12/77 = 100) ............. 1360 | 1372 | 1388 | 1322 | 1382 | 1368 | 1363 | 1384 | 1362 | 1408 1412 | 1401 1386 | 1381
Tres ... s 189.7 | 1901 1923 | 1928 191.8 1895 | 188.5 184.1 183.7 | 1960 1964 | 1955 | 1830 | 1821
Oher parts anc equement {12/77 = 1328 1362 | 1380 | 1383 | 1366 | 1358 1358 | 1332 | 1366 | 1384 1386 | 1368 | 1360 13538
Qe private TansSpOMRICO SBMVICES . .. .. .. ... ..ocvvnns 2650 | 2682 | 2684 | 2r22 | 2751 2755 | 2747 | 2577 | 2716 | 2718 2755 | 2785 | 2789 | 2779
Automonile insurance ... ..... s 2620 | 2704 | 2716 | 2740 | 2754 | 2758 | 2768 | 2618 | 2702 | 2N3 2735 | 2748 | /52 | 2763
Automobdite firance cnarges {12/77 = 100) . ............... 1780 | 1872 | 1863 | 1520 | 1936 | 1935 1896 | 1765 | 1867 | 1858 1912 | 1926 | 1929 | 188.8
Autormobile rental, regestrabon, and other fees (12/77 = 100} | 1201 1333 | 1333 1333 | 1374 | 1360 | 1388 | 1188 | 1337 | 1337 1338 | 1384 1388 | 1400
S1a18 fBQISTANON . . .. ... i 1479 | 1742 | 1742 | 1743 1836 | 1838 | 1837 | 1480 | 1738 | 1738 1738 | 1832 | 1834 | 1833
Onvers’ eanses {12777 = 100} ... ... ... 1086 | 1230 | 1277 | 1277 | 1328 | 1328 | 1328 | 1095 | 1230 | 1279 1278 | 1381 1331 133.1
Vehde nspecuon (12/77 = 100) ... ... ... 1284 | 1200 | 1267 | 1267 | 1285 | 1285 1285 | 1281 1304 1283 128.3 | 1289 | 1299 | 1289
Omer vehicie—reiated fees (12/77 = 100) .............. 1409 | 1495 | 1492 | 1483 | 1510 | 1519 | 1545 | 1459 | 1564 | 1562 156.3 | 1587 | 1584 | 1630
PUDRC .. e e 3201 | 3393 | 3421 | 3456 | 3472 | 3481 | 3533 | 3245 | 3333 | 3381 3378 | 3398 | 310 | 3454
ARE QM . et 3725 | 3827 | 3889 | 3950 | 3974 | 3975 | 4095 | 3T18 | 3798 | 3882 3924 | 3932 | 3835 | 4070
EABOTY DUS fAr@ . ... 3514 | 367.0 | 3660 | 3637 | 3633 | 3705 | 3689 | 3517 | 3667 | 3675 3654 | 3706 | 3723 | 30
nTacty mass vanst ., 2986 | 308.1 3063 | 3082 | 311.0 | 3128 | 3126 | 2992 | 3072 | 3071 3078 | 303 | 3123 | 3128
Teaxtare ........... 2886 | 2976 | 2976 | 2080 | 299.3 | 299.7 | 2896 | 2671 3073 | 3072 3676 | 3087 | 3083 | 3083
MerCTy Uantare ... .. ... 3050 § 3321 3379 | 3382 | 3384 | 3386 | 3384 | 3052 | 3821 3378 3382 | 3354 | 3386 | 3384
MEDICAL CARE ... ... .. i e 3017 | 3217 | 3238 | 3264 | 3300 | 3233 | 3360 | 3008 | 3202 | 323 3248 | 324 3313 | 3338
Medical Care COMMOKYOS . ... . ... ... ... 190.8 | 2024 | 2041 2056 | 2065 | 2082 | 2099 1919 | 2030 | 2048 2063 | 2071 2088 | 2105
PrEscOtON QUGS ..o v et iiei e 1765 | 188.8 | 1904 | 1918 | 1834 | 1956 | 1972 | 178.0 | 1897 | 1914 1827 | 1844 1965 | 1882
Ant-rifactve 6rugs (12/77 = 100} ...l 1365 | 1408 | 1425 | 1433 | 1442 | 1460 | 1475 | 1392 | 1425 | 1443 145.1 1460 | 1475 | 1492
Tranquilizers and sedabves (312/77 = 100) ...l 1400 | 1520 | 1538 | 1543 | 1561 1576 | 1588 | 1387 | 1518 | 1538 1547 | 1528 1574 | 1586
Crcuiatones and Gurees (12/77 = 100} ............ooinit 1278 | 1367 | 1370 | 1384 | 1393 | 1407 | 1415 | 1290 | 1366 | 1368 | 1382 | 1381 | 1406 } 1413
Hormones, diabatic druas, bioloocals, and
prescrobon medcal sopkes (12/77 = 100) ........... L. 1606 | 1733 | 1754 1772 | 1786 | 181.6 | 1823 1614 | 1746 | 1768 1786 | 181 183.1 1838
Fan ang symotom controi erues (12/77 = 100) ... ...... ... 1417 | 1531 1537 | 1546 | 1554 | 157.6 | 1505 | 1438 | 1546 | 1852 1560 | 1571 1593 | 1614
Supolements, cough and coid pracaranons, and
respeatory aems (12/77 = 100) ... ..ol 1344 1447 | 1459 | 1463 | 1478 | 1496 | 1508 | 1346 | 1448 | 1460 1464 | 1481 1498 | 1308
Nonprescnobon drugs and medcal suookes (12/77 = 100) .. ......... 1367 | 1439 | 1451 | 1463 | 1464 | 1472 | 1484 | 1374 | 1446 | 1458 | 1475 | 1470 | 1478 | 1491
Eyoguzsses (12777 = 100) . ....ooiiiii s 1265 | 1301 | 1309 | 1316 | 1316 | 1316 | 1318 | 1260 | 1287 | 1287 | 1304 | 1304 | 1303 | 1305
imernal and 7espiratory Over<e-CoUmer grUgs L ...l 2178 | 2311 | 2334 | 2352 | 2349 | 2366 | 2393 | 2189 | 2325 | 2350 [ 2368 | 2382 | 2378 | 2406
Nororescpbon medcal eqaomen and supohes (12/77 = 100} ... .. 1314 | 1388 | 1395 | 1411 | 1422 | 1428 | 1435 | 1326 | 1397 | 1404 | 1420 | 1432 | 1442 | 1448
3261 3480 | 3502 | 353.0 | 3573 | 3610 | 3640 | 3247 | 3458 | 3480 3507 | 3547 | 3583 | 381t
2843 | 2078 | 2992 | 3012 | 3025 | 3044 | 3059 | 2845 | 2979 3 3013 | 3029 | 3046 | 3069
3046 | 3222 | 3240 | 3264 | 3287 | 3304 | 3323 | 3086 | 3252 ! 3270 3284 | 3316 | 3335 | 3354
2708 | 2811 282.1 2839 | 2848 | 2864 | 2877 | 2684 | 2792 | 2803 2821 2829 | 28¢4 | 2857
1377 | 1425 | 1434 | 1438 | 1448 | 1456 | 1459 | 1343 | 139.4 | 1402 | 1607 | 1415 | 1425 | 1427
Omer medCa) Care 5ammces . o . 3765 | 4087 | 4119 | 4157 | 4232 | 4204 | 4340 | 374y | 4054 | 4085 | 4121 | 4194 | 2284 | 4298
~ospal and oher medca: sennces (12777 = 1566 | 1628 | 1706 | 1716 1747 | 177 1783 | 1548 168.3 168.1 1700 | 172¢ 1752 | 1765
HOSDRAI (00 L. .. . e e 4846 | 5422 | 5438 | 5468 | 557.8 | 5635 | 570.1 4885 | 5352 | 5367 €394 | 467 | 5576 | 5621
Omer hosoral anc meoca! care services {12777 = 100) ... .. .. 1550 | 166.4 | 1676 | 1685 | 1712 | 1736 | 1747 | 1534 | 1655 | 1666 1675 | 1700 | 1722 | 1753
75
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