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MINUTES OF THE __House  COMMITTEE ON __Insurance
The meeting was called to order by _Rep. Rex Hoy . at
Chairperson
_3:30 ¥¥%./pm. on March 5 1986in room _521-5  of the Capitol.
All members were present except:
Committee staff present:
M=s. Melinda Hanson, Research Department
Mr. Gordon Self, Revisor's Office
Mz . Deanna Willard, Committee Becretary
Conferees appearing before the committee:
Mr. Dick Brock, Kansas Insurance Department
The meeting was called to order by the Chairman. .
Final action on : HB 3088 - relating to life and health g;

Mr. Gordon Self reiterated the clean-ups on this bill.
(Attachment 1.} He stated that the provisions of subsection
{o) shall not apply to annuity contracts procured pursuant to
a settlement agreement in a medical malpractice liability

action because they are covered by provisions under HB 2661.

Rep. Littlejohn moved that the amendments be approved; Rep.

Rep. <Cribbs moved that the bill be reported favorably as

amended; Rep. Sprague seconded the motion. The motion
carried.
Hearing and final action on: HB 3049 - licensing of agents;

waiver of exam

Mr. Dick Brock, Kansas Insurance Department, said that the
bill deals with the examination of agents for a license to
write crop hail insurance. It was initiated upon regquest of
a major group of crop hail insurers. The bill will require
that agents who seek a crop hail license after aApril 30,
1986, must take an examination. Those currently so licensed
will not lose their licenses. The effective date of the bill
will occur before the publication in the statute book to
prevent a run on agents applying for a license. One factor

that has made this bill seem advisable is that the federal
crop hail program is multi-peril and quite complex.

There was concern that the current language of the bill would
not necessarily allow testing for multi-peril and that the
word Thail” should be striken from Line 0050 to facilitate
such testing.

Rep. Turnguist made a motion to strike the word "hail from
Line 0050; Rep. Neufeld seconded the motion. The motion
carried.

Rep. King moved that the bill be reported favorably as

amended: Rep. Neufeld seconded the motion. The motion
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Page Two
Final action on: HB 3007 - relating to deposit of securities
by life insurance companies.
Mz . Melinda Hanson explained that this bill would allow
Kangas life insurance companies to get a credit for
investment income due and accrued on investments which are on
depogit when calculating the deposit requirement. The
interest would accrue to that credit even though it would
s8till be in the possession of the life insurance company . It
also relates to appraisal of real estate; the bill would
allow that the real estate be appraised by one appraiser
approved by the Commissioner.
Rep. DeBaun moved that the bill be reported favorably; Rep.
Cribbs seconded the motion. The motion carried.
There was discussion on HB 2495, The Chairman expressed his
concern that it would take away an advantage of the HMO which
has allowed it to be competitive with other medical
providers, which is beginning to bring prices down.
Rep. Littlejohn made a motion that HB 2496 be passed
favorably: Rep. Bryvant seconded the motion. There were a
number of questions raised on the bill, including whether it
relates only to third-party payers, whether a dentist would
then have the right to "write off" amounts due by persons on
limited incomes, and whether the title of the act is
accurate or whether it is an amendment to the Kansas Dental
Act. The motion wasg withdrawn; action will be taken on the
bill at the next meeting.
The minutes of the previous meeting were approved.
The meeting was adjourned at 4:20 p.m. by the Chairman.
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Session of 1986

HOUSE BILL No. 3088

By Committee on Insurance
(By request)

2-26

AN ACT concerning insurance; relating to the Kansas life and
health insurance guaranty association act; membership,
duties, functions and procedures of the association; conditions
and procedures for assessments against certain insurance

~companies by the association; certain functions, duties, au-
thority and responsibility of the commissioner; responsibili-
ties and duties of insurance companies; amending K.S.A.
40-3005, 40-3006, 40-3007, 40-3008, 40-3009, 40-3010, 40-
3011, 40-3012, 40-3013, 40-3014, 40-3017 and 40-3018 and
K.S.A. 1985 Supp. 40-3002 and 40-3003 and repealing the
existing sections.

Be it enacted by the Legislature of the State of Kansas:
Section 1. K.S.A. 1985 Supp. 40-3002 is hereby amended to
read as follows: 40-3002. The purpese of this act is to proteet
pelievowness; insureds; benelieiaries; payees; and assignees of
life insuranee pelicies; health insuranee polieies; and supple-
mental eontraets; subjeet to certain limitations; against fatlure in
the performanee of contraetual obligations due to the impairment
of the insuver issuing such policies or contraets: To provide this
proteetion: (1) An essoeiation of insurers is ereated to enable the
guaranty of payment of benefits and of econtinuation of eoverages;
(2) members of the assoecintion are subjeet to assessment to
provide funds to earry out the purpese of this aely and (3) the
assoeiation s authorized to assist the commissioner; in the pre-
seribed manner; in the deteetion and preventien of insurer
impairments: (a) The purpose of this act is to protect, subject to
certain limitations, the persons specified in subsection (a) of
K.S.A. 40-3003 and amendments thereto against failure in the
performance of contractual obligations, under life and health
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insurance policies and annuity contracts specified in subsection
(b) of K.5.A. 40-3003 and amendments thereto, Because of the
impairment or insolvency of the member insurer that issued the
policies or contracts.

(b) To provide this protection, an association of insurers is
created to pay benefits and to continue coverages as limited
herein, and members of the association are subject to assess-
ment to provide funds to carry out the purpose of this act.

Sec. 2. K.S.A. 1985 Supp. 40-3003 is hereby amended to read
as follows: 40-3003. &) Fhis et shall apply to dirveet life insur
anee policies; health insuranee polieies; and eontracts supple-
mental to life and health insurance polieies issued by persons
anthorized to transael insurance in this state at any Himes

8»  This aet shall not apply to:

) Any sueh policies or contraets; or any part of such polieies
or contraets; under whieh the risk is borne by the pelieyholder;

(2) any suech poliey or eontract or part thereof assurmed by the
jmpeired insurer under a contract of reinsurnnce; other then
reinsuranee for which assumption eertifieates have been issuedy

(3) any such poliey or eontract issued by persons transaeting
business pursuant to the provisions of K:-5-A: 40-202 and amend-
ments thereto: and

(4)  any annuity contraets exeept with respeet to eontractual
obligations of impeired insurers for whieh the assoeiation has
beeome linble prior to July 15 1985: (a) This act shall provide
coverage, for the policies and contracts specified in subsection
(b), for: (1) Persons who, regardless of where they reside, except
for nonresident certificate holders under group policies or con-
tracts, are the beneficiaries, assignees or payees of the persons
covered under paragraph (2); and

(2) persons who are owners of or certificate holders under
such policies or cantmciW%ﬁmHMd—mﬁv
MWWHAM#%&-@WW&MWJUMI who: (A)
Are residents; or

(B) are not residents, but only under all of the following
conditions: (i) The insurers which issued such policies or con-
tracts are domiciled in this state;
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contracts for which coverage is not provided under subsection
(b) of K.S.A. 40-3003 and amendments thereto, except that
assessible premiums shall not be reduced on accounts for sub-
section (n)(3) of K.5.A.40-3008 and amendments thereto relating
to interest limitations and subsection (0)2) of K.S.A. 40-3008
and amendments thereto relating to limitations with respect fo
any one life and any one contract holder. Preminums shall not

include any prmniums@—(.u,(,.».) of-85;000000]on any unallo-
cated annuity contract;

@ (k) “person” means any individual, corporation, partner-
ship, association or voluntary organizations;

(1) “rvesident” means any person who resides in this state at
the time the impairment is determined and to whom contractunl
ebligntions are owed: a member insurer is determined to be an
impaired or insolvent insurer and to whom a contractual obli-
gation is owed. A person may be a resident of only one state
which, in the case of a person other than a natural person, shall
be its principal place of business;

(m) “unallocated annuity contract” means any annuity con-
tract or group annuity certificate which is not issued to and
owned by an individual, except to the extent of any annuity
benefits guaranteed to an individual by an insurer under such
contract or certificate; and

(n) “supplemental contract” means any agreement entered
into for the distribution of policy or contract proceeds.

Sec. 4. K.S.A. 40-3006 is hereby amended to read as follows:
40-3006. (a) There is hereby created a nonprofit legal entity to be
known as the Kansas life and health insurance guaranty associa-
tion. All member insurers shall be and remain members of the
association as a condition of their authority to transact insurance
in this state. The association shall perform its functions under the
plan of operation established and approved under K.S.A. 40-3010
and amendments thereto and shall exercise its powers through a
board of directors established under K.S.A. 40-3007 and amend-

ments thereto. For purposes of administration and assessment,

IR N

the association shall maintain three @Maccmmts: (I The
health insurance account;
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any court in this state with jurisdiction over an impaired or
insolvent insurer concerning which the association is or may
become obligated under this act. Such standing shall extend to
all matters germane to the powers and duties of the association,
including, but not limited to, proposals for reinsuring or guaran-
teeing the covered policies of the impaired insurer and the
determination of the covered policies or contracts and contrac-
tual obligations. The association shall also have the right to
appear or intervene before a court in another state with juris-
diction over an impaired or insolvent insurer for which the
association is or may become obligated or with jurisdiction over
a third party against whom the association may have rights
through subrogation of the insurer’s policyholders.

&) &9 (m) (1) Any person receiving benefits under this act
shall be deemed to have assigned his the rights undeb}my cause
of action relating t(EJthe covered policy or contract to the
association to the extent of the benefits received because of this

act, whether the benefits are payments of or on account of

contractual obligations e, continuation of coverage or provision
of substitute or alternative coverages. The association may re-
quire an assignment to it of such rights and cause of action by
any payee, policy or contract owner, beneficiary, insured or
annuitant as a condition precedent to the receipt of any rights
right or benefits conferred by this act upon such person. Fhe
assoeintion shall be subrogated to these rights against the assets
of any impuired insurers

(2) The subrogation rights of the association under this sub-
section shall have the same priority against the assets of the
impaired or insolvent insurer as that possessed by the person
entitled to receive benefits under this act.

(3) In addition to paragraphs (1) and (2), the association ;

shall have all common-law rights of subrogation and any other |

equitable or legal remedy which would have been available to
the impaired or insolvent insurer or holder of a policy or
contract with respect to such policy or contracts.

# (n) The contractual obligations of the impaired insurer for
which the association becomes, or may become, liable shall be as

o
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(5) any portion of a policy or contract to the extent that it
provides dividends or experience rating credits, or provides that
any fees or allowances be paid to any person, including the
policy or contract holder, in connection with the service to or
administration of such policy or contract;

(6) any policy or contract issued in this state by a member
insurer at a time when it was not licensed or did not have a
certificate of authority to issue such policy or contract in this
state; and

(7) any unallocated annuity contract.

(0) The benefits for which the association may become liable
shall in no event exceed the lesser of: (1) The contractual
obligations for which the insurer is liable or would have been
liable if it were not an impaired or insolvent insurer; or

(2) with respect to any one life, regardless of the number of
policies or contracts: (A) Three hundred thousand dollars in life
insurance death benefits, but not more than $100,000 in net cash
surrender and net cash withdrawal values for life insurance;

(B) one hundred thousand dollars in health insurance ben-
efits, including any net cash surrender and net cash withdrawal
values; or

(C) one hundred thousand dollars in the present value of
annuity benefits, including net cash surrender and net cash
withdrawal values;

(D) In no event shall the association be liable to expend
ore than $300,000 in the aggregate with respect to any one life
as provided in paragraph (A), (B) or (C) of this subsection,

T, A

-

(»f:% (p) The association may: (1) Enter into such contracts as
are necessary or broper to carry out the provisions and purposes
of this acts;

(2) sue or be sued, including taking any legal actions neces-
sary or proper for recovery of to recover any unpaid assessments
under K.S.A. 40-3009: and amendments thereto, and to settle
claims or potential claims against it;

(3) borrow money to effect the purposes of this act. Any notes
or other evidence of indebtedness of the association not in
default shall be legal investments for domestic insurers and may

The provisions of subsection (

o) shall not apply to annui
contracts for fgture ecgnomic loss procured pursgait to a sé?tile-
ment agreement in a medical malpractice liability action '
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(5) Ifany person liable under subsection (3) is insolvent, all
its afliliates that controlled it at the time the dividend distribu-
tion was paid, shall be jointly and severally liable for any

resulting deficieney in the amount recovered from the insolvent

affiliate.
Sec. 12. K.S.A. 40-3014 is hereby amended to read as fol-
lows: 40-3014. The association shall be subject to examination

and regulation by the commissioner. The board of directors shall
submit to the commissioner, not later than May 4 of each 120
days after the association’s fiscal year ends, a tinancial report for
the preeceding ealendar vear in a form approved by the commis-
sioner and a report of its activities during the preceding enlendar
fiscal year.

Sec. 13. K.S.A. 40-3017 is hereby amended to read as fol-
lows: 40-3017. There shall be no liability on the part of and no
cause of action of any nature shall arise against any member
insurer or its agents or employees, the association or its agents or
employees, members of the board of directors, or the commis-
sioner or his the commissioner’s representatives, for any action
taken or omission by them in the performance of their powers
and duties under this act. Such immunity shall extend to the
participation in any organization of one or more other state
associations of similar purposes and to any such organization
and its agents or employees.

Sec. 14. K.S.A. 40-3018 is hereby amended to read as fol-

Br L2

impaired or

lows: 40-3018. All proceedings in which the impm'*eeﬁrnsoluent
insurer is a party in‘any court in this state shall be stayed sixty
60) 60 days from the date an order of liquidation, rehabilitation;
or conservation is final to permit proper legal action by the
association on any matters germane to its powers or duties. As to
a judgment under any decision, order, verdict; or finding based
on default the association may apply to have such judgment set
aside by the same court that made such judgment and shall be
permitted to defend against such suit on the merits.

New Sec. 15. (a) No person, including an insurer, agent or
affiliate of an insurer shall make, publish, disseminate, circulate
or place before the public, or cause directly or indirectly, to be

gy






