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MINUTES OF THE HOUSE COMMITTEE ON BUSINESS, COMMERCE & LABOR.
The meeting was called to order by Chairman Al Lane at 9:14 a.m. on February 23. 1995 in Room 526-S of

the Capitol.

All members were present except: Rep. Barbara Ballard - excused
Rep. Dale Swenson - excused
Rep. Shari Weber - excused

Committee staff present: Jerry Donaldson, Legislative Research Department
Jim Wilson. Revisor of Statutes
Bev Adams, Committee Secretary

Conferees appearing before the committee:
Jerry Donaldson, Legislative Research Department
Jim Wilson. Revisor of Statutes
Hoot Gibson, Fund Manager, Builders’ Association Self-Insurers Fund of Kansas
Larry Magill. Jr.. Executive Vice President. KS Association of Insurance Agents.
Terry Leatherman, Kansas Chamber of Commerce and Industry (KCCI)

Hearmg on: SB 29-—-Group-fanded workers compensation pools

Jerry Donaldson. Legislative Research Department gave the committee a briefing on Workers Compensation
Self Insurance Pools. In 1983, a law was enacted to allow certain qualified employers to form group funded
self msurance pools to underwrite their own workers compensation coverage. In 1993, the provisions were
expanded. In 1987, the Kansas Mimicipal Group Funded Pool Act. become law. This Act was patterned
after the earlier one (see Aitachment 1).

Jrm Wilson. substituting for Bob Nugent. Revisor, briefed the committee on the changes that SB 29 would
have on this Act. The bill changes the renewal process for a certificate of authority, it will not need to be
renewed but will remain i effect until suspended or revoked by the Insurance Commissioner. An existing
pool must file a current fmancial statement with the Commissioner within 120 days after the close of the pool’s
fiscal year. The statement must show the pool’s financial ability to meet its obligations under the Act as well
as show confirmation of specific and aggregate excess insurance required by the Act. The bill also requires
the use of prospective loss cost data or rates effective June 1. 1994 plus expenses necessary to administer the
pool. Pools operating for more than five years may have the Board of Trustees for the pool determine rates as
approved by the Commissioner.

Hoot Gibson. Fund Manager, Builders™ Association Seif-Insurers Fund of Kansas. appeared as a proponent
of SB 29 (see Aitachment 2). He told the committee of two provisions that are contained in the bill, 1) pools
would no longer be required to submit a renewal application in order to obtain a new certificate of authority,
and 2) the language in the bill is modified to conform with ~open rating™ that goes into effect in Kansas on
June . 1995. The first would same time and money for both the pools and the Kansas Insurance Department.
The second would allow Pools to determine their own rates. with Insurance Commissioner approval. after the
said Pool has been in operation for five years. Mr. Gibson closed by answering questions from the
conmmmittee.

Chairman [ ane asked if there were any more persons in the audience who wanted to testify on SB_29.
Seemg none. he closed the hearing on the bill.

Hearmg on: SB 93-Werkers compensation. group fomding of liabilitv, insuramce with
deductibles optional. confidential financial information.
Jim Wilson. revisor of Statutes. gave the committee a brief overview of the bill. Senate Bill 93 requires
fmancial information that is submitted in pursuit of qualification as a member of a group funded workers
compensation pool to be confidential. In addition. the bill allows group funded workers compensation pools
and municipal group funded poois to offer deductibles. based on rules promulgated by the National Council

on Compensation and approved by the Insurance Commissioner. There is also a small technical change on
page 2.

T'nisss specicalfv noted the individmal remaks recorded hevein have not been trmscribed
verimtim.  Individeal remomics 25 repovted hersin have not beem submitted to the individmal
pperny before the commmitier for cditing or comecuons.




CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON BUSINESS, COMMERCE & LABOR. Room 526-S
Statehouse. at 9:14 a.m. on February 23. 1995.

Larry Magill. Jr.. Executive Vice President. Kansas Association of Insurance Agents, appeared in support of
SB 93. In his testimony to the committee, it said that the bill does three things (see Attachment3): 1) It
allows pools to offer deductibles. 2) The proposal closes the records of individual pool participants’ financial
mformation to the public. and 3) The bill corrects an oversight in line 39 on page 2 that occurred in the 1993
reform bill. His association believes that these changes will improve pools as an alternative market and he
urged the committee to recommend the bill favorably for passage.

Terry Leatherman, KCCI. appeared as a proponent of the bill (see Attachment4). He also supported the two
changes i the bill. He pointed out that the bill does not require deductibles be applied. but makes it optional
for a pool to offer and for an employer to accept a deductibles feature.

Charrman Lane asked if there were any others who wished to testify on SB_93. He asked Bill Wempe,
Kansas Insurance Department, if he had any comments on the bill. Mr. Wempe said the department had no
objections to either proposal. He also inquired of George Gomez. Director of Workers Compensation. if he
had any comments on the bill. Mr. Gomez said that the proposals had been covered at the Advisory Council
meetmg last week and had passed out favorably.

Chairman Lane closed the hearing on SB_93. The meeting adjourned at 9:33 a.m.
The next meeting will be held on February 24. 1995
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MEMORANDUM

Kuonaun Leglalative Research Department

A f.W, Aih Avenue
froom B48-N - Stutshonss
Topeka, Kanmn  66612-1504
Telophone (913) 296-3181 FAX (913) 296-20824

Junuary 24, 1995

To:  Senate Commerce Committee
From: Jerry Ann Donaldson, Principal Analyst

Re:  Workers Compensation Self Insurance Pools

The Workers Compensation Act requires an employer to provide benefits to an employee who
is injured on the Job or who suffers from a work related occupational disease. Thus, employers are required
to provide itwurance or some other secutity provistons to demonstrate an ability to fulfill these compensation
obligations, Most employers obtaln workers compensation coverage through the purchase of private
insurance through an insurance carrier authorized to offer workers compensation insurance in Kansas, Some
employers use a form of self insurance by supplying proof, to the Ditector of Workers Compensation, of
the financial ability to pay workers compensation benefit claims. These self insurets are usually the larger
employers in the state,

Due to the increasing cost of workers compensation insurance, some employers in the early
19805 sought an alternative method of providing workers compensation benefits to injured workers through
the concept of group self insurance. Enacted in 1983, the statutes, K.S.A. 44-581 et seq., allowed certain
qualified employers to form group funded self insurance pools to underwrite their own workers compensation
coverage. The statutes provide that five or more employers, regardless of domicile, may form a self
insurance pool. Originally, the Act required these employers to be members of the same trade or
professional association and engaged in the same or similar type of business. In 1993, the provisions were
expanded to include employers with dissimilar types of businesses to enter into pool agreements, although
there are higher qualifications required. For pool agreements involving similar types of businesses the
requirements include a combined net worth of the pool to be at least $1,000,000; an annual gross premium
for the pool of at least $250,000; and, an indemnity agreement which jointly and severally finds the group
and each member to comply with the provisions of the Workers Compensation Act. Pools composed of
dissimilar types of members must have a combined net worth in the amount of $1,250,000; an annual gross
premium for the pool of at least $500,000; and, an indemnity agreement which jointly and severally binds
the group and each member of the group to comply with the provisions of the Workers Compensation Act.

Group funded self insurance pools are subject to the same taxes and assessments as an

insurance company doing business in Kansas including:

1 a Bross premium tax,
& an annual assessment for the Workers Compensation Fund,
Burinere, Commeree
v Faler
2/23/95
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P
3. i el assesstnent to cover the expetse of administeting the law; and

4, an antual assesstient to cover the expense to the Insutance Depatrtment of
administering the group futded self insurance pools,

In 1987, the Kansas Municlpal Group Funded Pool Act, K.8.A. 12-2616 et veq., became
law. This Act allows flve ot more municipalities to etiter into sutance pooling arrangetents subject to the
sume upproval and regulatory ovetsight by the Insutance Commissioner ay the earlier enacted group funded
self Insurance pools. Their latter Act was patterned after the eatlier one,
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ees of the division of mental health and retar-
dution services of the department of sociul and
rehubilitation services shall be made aguinat
the state workets compensation self-insurance
fund, Such claims shall be served upon the
secretary of adiministration in the secretary’s
cupucity as administrator of the state workers
compensation self-insurance fund In the man-
ner provided for clatms against other employ-
ors under the workers compensation act. The
chief attorney for the department of adminis-
tration, or another attorney of the department
of admintstrution designated by the chief at-
torney, shall represent and defend the state
workers compensation self-insurance fund in all
proceedings under the workers compensation
net,

(b) The secretary of administration shall in-
vestigate, or cause to be investigated, sach
claim for compensation against the state work-
ers compensation self-insurance fund. For the
purposes of such investigations, the secretary
of administration (s authorized to obtain expert
medical advice regarding the injuries, oceu-
pational diseases and disabilities involved In
such claims. 1f, based upon such investigation
and any other available information, the sec-
retary of administration finds that there is no
materia] dispute as to any {ssue involved in the
claim, that the claim is valid and that the claim
should be settled by agreement, the secretary
of administration may proceed to enter into
such an agreement with the claimant, for the
state workers compensation self-insurance
fund. Any such agreement mav provide for
lump-sum settlements subject to approval by
the director and all such agreements shall be
filed in the office of the director for approval
as provided in K.5.A. 44-527 and amendments
thereto. All other claims for compensation
against such fund shall be paid in accordance
with the workers compensation act pursuant to
final awards or orders of an administrative law
judge or the board or pursuant to orders and
findings of the director under the workers com-
pensation act,

History: L. 1974, ch. 204, § 3; L. 1977,
ch. 180, § 2; L. 1993, ch. 286, § 69; July 1.

rogulations shall be subject to the provistons
of K.5.A, 75-9700 and smendments therets
and shall bo adopted 1n seeordance therewith,

Historyr L. 1074, ch, 204, § 4; L. 1989,
ch, 280, § 70; July 1.

A4BTD,  Sume; coples of nceldent reports
to secretury of ndministration. From and ahter
July 1, 1974, whenever any report s regudred
to be made to the workmen's compensation
director by any state agency as an employer
pursuant to the provisions of K.8.A, 44.557,
or any mmendments thereto, such state agency
shall muke such report to the workmen's com-
pensation director and shall send a copy
thereof to the secretury of sdmintstration,

History: L. 1874, ch. 204, § 5; April 8,

A4:.B80, Same; construction of 44-575 to
44-880, The provisions of K.5.A. 44-575 to 44-
580, Inclusive, shall be construed as supple-
mental to und as u purt of the workmen's com-
pensation act,

History: L. 1874, ch. 204, § 6; April 8.

GROUP-FUNDED WORKERS
COMPENSATION POOLS

A4.581, Group-funded workers compen-
sation pools; reguirements. (a) Five or more
employers, regardless of domicile, who are

members of the same bona fide trade, mer-

chant or professional assoctation, regardless of
domicile, which has been in existence for not
less than five years and who are engaged in
the same, similar or closely related type of
business may enter into agreements to pool
their liabilities for Kansas workers compensa-
tion benefits and

(b) Five or more employers, regardless of
domicile, who are members of the same bona
fide trade, merchant or professional associa-
tion, regardless of domicife, which has been
in existence for not less than five years an
who are engaged in dissimilar types of busi-
nesses for which the commissioner of insurance
finds an accurate prediction of loss can be
made, may enter into agreements to pool their
liabilities for Kansas workers compensation
benefits and employers’ liability.

(c) All such arrangements shall be known

means, but 15 not |
which the principal p
stfleation ot combing
resenting occupation
pasentinl part of the
which 15 the primar
membership of the |
or professionl tinsuc
2)  "principal puy
Bls}b) of Hw total pay
ley yeur or, in the
hus 1o preceding h
than 51% of estimate
puyroll or estimatec
include the annual
set forth in the stan
in the rules promulp
cil on compensation
History: L. 198
ch. 286, § 71; July
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1. Noted in discussion

pryment of award in pr

Stout v, Stizon Petroleu
1185 (1992).

44.582, Same
application. Applic:
thority to operate a
pensation pool
commissioner of i
days prior to the
the pool. The appl:
lowing;

(@) A copy of t
pool, a copy of the
any, and a copy of
the proposed pool.
of incorporation,
changed, the poo
sioner within 30 d

(b) A copy of t

A44.578. Same; administrative rules and
regulations. The secretary of administration
may adopt rules and regulations necessary for
the administration of the state workers com-
pensation self-insurance fund, including the
processing and settling of claims for compen-
sation made against such fund. Such rules and

as group-funded workers compensation pools,
which sﬂall not be deemed to be insurance or
insurance companies and shall not be subject
to the provisions of chapter 40 of the Kansas
Statutes Annotated, except as otherwise pro-
vided herein.

(d) For purposes of this section, (1) “same,
similar or closely related type of business’

328
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, but 15 not lmited to, business in
bl the principal paytoll s n il clas-
atlon ot combination of classtfications rep-
wting oceupations which contribute to an
dsential purt of the end product or service
di Iy the primary business interest of the
wbership of the bona fide trade, metchant
fosstonal assoctation; und
N “principal payroll”, meeny not less than
K% of the total payroll for the preceding pol-
‘hy year or, In the case of an em loyer who
e o preceding full-year's puymh, not less
than 51% of estimated annual payroll; principal
Il or estimated annual payroll shall not
eude the annual pavroll of those employees
E mot forth 1n the standard exceptions contained
b I the rules promulgated by the national coun-
¢ @l oo compensation insurance.
b Mistory: L. 1083, ch. 166, § 1; L. 1999,
d‘ 286, § 71; July 1,
L “ll-rch nud Practice Alds
i‘y ery' Compensation e= 1045,
(-GS, Workamen's Compensation § 353(1) el sey,
Biwrnoy Goneral's Opinions:

¢ U of cluims fund account to pay for spectfic and ag-
Boale eacess inaurunce, 90-138,

LN CASE ANNOTATIONS

: » Noted 1y diseussion of 44-556 in determining when
it l.nl of award 1n preliminary hearing order past due.
‘-' 11y (:i}f?;]l.mn Petroleum, 17 K.A.2d 195, 201, 836 P.2d

-}j:“— .,4?'532. Same; certificate of authority;
e AP ieation. Application for a certificate of au-
' pe‘:“.\’ to operate n group-funded workers com-
i sation pool shall be made to the
Mimissioner of insurance not less than 60
L W8 prior to the proposed inception date of

H h:l’ml- The application shall include the fol-
- Owing,

- pugll) A copy of the bylaws of the proposed
¥ a copy of the articles of incorporation, if
thg' and a copy of all agreements and rules of
o imeOsed pool. If any of the bylaws, articles
S neorporation, agreements or rules are
il “Oﬂ‘“gmt the pool shall notify the commis-
b ner within 30 days after such change.

__g_m_u_mmnf_the_tmsugmﬂmgnt securing

_ WonkEng COMPENSATION 44.802

the commissioner within 30 days after such
change,

(e The address where the books and ru-
cords of the pool will be muntained at all
tines. 1F this address 1s chunged, the 1nml shall
notify the commissioner within 30 days ufter
such change.

() An individual application for each IniHal
member of the pool. Kach tndividual appliea-
tHon shall lm:llldlu a current cortifled Ananclal
stuternent on u form uppruvml by the com-
missioner.,

- A current certified fnancial statement
on a form approved by the commissioner show-
ing that (1) tl]w combined net worth of all mem-
bets applying for coverage on the inception
date u# the pool 1s i1 an amount not less than
$1,000,000 in the case of a pool meeting the
requirements of subsection (a) of K.5.A. 44-
561 and amendments thereto, or (2) the com-
bined net worth of all members applying for
coverage on the Inception date of ti!m pool 1y
in an amount of $1,250,000 in the case of a
pool meeting the requirements of subsection
(b) of K.5.A. 44-581 and amendments thereto.

(®) A current certified finanetal statement
on i form approved by the commissioner show-
ing the financial ability of the pool to meet its
obligations under the workers compensation
net,

(h) Evidence that the annual Kansas gross
premium of the pool will be (1) not less than
$250,000 in the case of a pool meeting the
requirements of subsection (n) of K.5.A. 44-
581 and amendments thereto, or (2) not less
than $500,000 in the case of a pool meeting
the reguirements of subsection (b) of K.5.A.
44.581 and amendments thereto. The annual
Kansas gross premium shall be based upon the
authorized rates as filed by the national council
of compensation insurance.

(i) An indemnity agreement jointly and sev-
erally binding the group and each member
thereof to comply with the provisions of the
workmen’s compensation act. The indemnity
agreement shall be in a form acceptable to the
commissioner.

(i) (1) Proof of payment by each member

3 lfe payment of workers compensation benefits.
o le trust agreement is changed, the pool
notify the commissioner within 30 days
&, 'eF such change.
Ee':) Designation of the initial board of trus-
i and administrator. When there is a change
B membership of the board of trustees or
ange of administrator, the pool shall notify

of a pool, which meets the requirements of
subsection (a) of K.S.A. 44-581 and amend-
ments thereto, of not less than 25% of the
estimated annual premium into a designated
depository; and

(2)  proof of payment by each member of
a pool, which meets the requirements of sub-
section (b) of K.S.A. 44-581 and amendments

i 829
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thereto, of not less than 35% of the estimated
antioul premium mto o destignated depository,

(k) A copy of the provedures adopted by
the pool to provide services with respect to
underwriting matters and safoty engineering.

) A copy of the procedures adopted by
the pool to provide clams adjusting and re-
porting of loss data,

() A confirmation of specific and aggre-
gate excess msurance, except that, in the case
of a pool authorized under subsection (b) of
K.5.A, 44-581 and amendments thereto, such
pool shall matntain an aggregate excess polic
with a limit of not less tiun $2,000,000 wlucr\
attaches at no more than 125% of standard
premium,

(n)  Any other relevant factors the commmis-
stoner thay deem necessary,

History: L. 1983, ch. 166, § 2; L. 1093,
ch. 286, § 72; Julv 1.

44883,  Sume; irrevocable consent; serv-
ice of process on commissioner of Insurance,
Every group-funded workers’ compensation
pool applying for authority to operate a pool
in this state, as a condition precedent to ob-
taining such authority, shall file in the insur-
ance department a written frrevocable consent,
that any action may be commenced against
such pool in the proper court of anv county
in this state in which the cause of action shall
arise or in which the plaintiff may reside by
the service of process on the commissioner of
insurance of this state, and stipulating and
agreeing that such service shall Ee taken and
held in all courts to be as valid and binding
as if due service had been made upon the
trustees or the administrator of such pool. The
consent shall be executed by the board of trus-
tees and shall be accompanied by a duly cer-
tifiedd copy of the resolution passed by the
trustees to execute such consent.

History: L. 1983, ch. 166, § 3; July 1.

44:584. Same; certificate of authority,
renewal, suspension, revocation; examina-
tions. (1) The application for a new certificate
or a renewal of an existing certificate shall be
signed by the trustees of the trust fund created

the commissioner shall then fully explain to
the urpllcmlt what additional requirements
must be met, 1f the uPplicatlon Is denfed, the
ujrplicnnt shall have 15 days to make an ap-
plication for hearing by the commissioner after
sorvice of the denial notice, The hearing shall
be conducted in secordance with the provisions
of the Kunsus administrative procedure aet,
(b) All certifieates granted hereunder shall
expite on April 30 of each year unless sooner
suspended or revoked by the commissioner,
(€) Whenever the commissioner shall deem
It necessary the commissioner may make, or di-
rect to be made, an examination of the afirs
and Ananetal conditfon of uny pool, except that
onee every five yeurs the commissioner shall con-
duct an examination of the affuirs and Anancisl
condition of each pool. Bach pool shull submit
o cortified independent audited Anuncial state-
ment no later than 90 days ater the end of the
pool's fiscal year, The financial statement shall
include outstanding reserves for clams and for
claims incurred but not reported. Kach pool shall
file payroll records, accident experience and
compensation reports and such other reports and
statements at such Umes and in such manner as
the commissioner shall require, Whenever it ap-
pears to the commissioner from such examine-
tion or other satisfuctory evidence that the
solvency of any such pool {s tmpaired, or that
it 15 doing business in violation of any of the
laws of this state, or that its affairs are in an
unsound condition so #s to endanger its ability
to pay or cause to be paid the compensation in
the amount, manner and Hme due as provided
for in the Kansas workers compensation act, the
commissioner shall, before filing such report or
miking the same public, grant such pool upon
reasonable notice a hearing in accordance with
the provisions of the Kansas administrative pro-
cedure act, and, if on such hearing the report
be confirmed, the commissioner shall suspend
the certificate of authority for such pool until its
solvency shall have been fully restored and the
laws of the state fully complied with. The com-
missioner may, if there is an unreasonable delay
in restoring the solvency of such pool and in
complying with the law, revoke the certificate

/
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44-588. San
ments. The truste
moneys ¢

by the pool. Any application for a renewal of
an existing certificate shall meet at least the
standards established in subsections (f), (g), (h),
(M), (i), (k), (1), (m) and (n) of K.5.A. 44-582 and
amendments thereto. After evaluating the ap-
plication the commissioner shall notifv the ap-
plicant that the plan submitted is approved or
conversely, if the plan submitted is inadequate,

of authority of such pool to do business in this
state. Upon revoking any such certificate the
commissioner shall communicate the fact to the
attorney general, whose duty it shall be to com-
mence and prosecute an action in the proper
court to dissolve such pool or to enjoin the same
from doing or transacting business in this state.
The commissioner of insurance may call a hear-

830

unrelated to Kar

oneys not needc

e invested by th
shall be limited -
of indebtedness is
by the United &
agency or instru
cates of deposit i1

]

A



nder K.5.A, 40-222b, und amundments
wol, and the provisions shall apply to group
bty compensation pools,
riflstory: L. 1983, ch. 169, § 4; L. 1988,
Vs, § 141; L. 1062, ch. 39, § 1; April 16.

‘AdoBAB,  Same; premiums; contributions;
woslt of premiums; rofunds, (@) Premium
ontributions to the pool shall be based upon
ppropriate munyal classifieation and rates,
Eti: or minugs applicable experience credits or
fts, and minus sny acvance discount ap-
poved by the trustees, not to exceed 15% of
manual premium, The pool must use rules,
dussifications and rates as promulgated by the
' mutjonal counctl on compensation insurance
and must report premium and loss data to a
mting organization.
' (l? At lenst 70% of the annual premium
-l be placed into a destgnated depository for
sole Furpusu of paving claims. This shull
ealled the clatms fund aceount, The re-
' maining annual premium shall be placed into
8 designated depository for the payment of
tes, foes gndd acdministrative costs. This shall
called the administrative fund account.
{€) Any surplus moneys for a fund year in
';Eceas of the amount necessary to fulfill all
H%ﬂﬁuns under the workmen’s compensation
&t for that fund vear may be declared to be
. mfuudﬂhlg by the trustees not less thun 12
: ‘l’l‘l"ﬂﬂls aiter the end of the fund vear, upon
- “Flﬂmvnl of the commissioner. Such ap-
proval can be obtained only upon satistactory
®idence that sufficient funds remain on de-
posit for the payment of all outstanding claims
ind expenses, including incurred but not re-
: gzi'tﬂd claims. Any such refund shall be paid
i to those employers who remained partic-
; npants in the pool for an entire year. Payment
i previously earned refunds shall not be con-
gent on continued membership in the pool.
¢  History. L. 1983, ch. 166, § 5 July 1.
i

Mtg"‘ﬂ)’. General's Opinions:
S i % of claims fund account to pay for specific and ag-
v Bite excess insurance. 80-138.

m;“'5{m- Same; premiums; Use; invest-
mg"“- The trustees shall not utilize any of the
neys collected as premiums for any purpose

e°;‘r‘l3}'5 not needed for current obligations may
shall "IfStBld by the trustees. Such investments
of ing f) hm;.ted.to bonds or other evidences
k the tedness issued, assumed or guaranteed
agemS United States of America, or by any
Cates or ms}rumentality thereof; in certifi-

s of deposit in a federally insured bank; or
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mrelited to Kansas workers compensation—ad

M-;mn

inn shares or savingy depostts in a fuderally 1n-
aured savings aid loan assoclation.
History: L. 1883, oh. 166, § 8; July 1.

AABIT, Sume; group-funded workery'
nmurnnmallmn pools fee fund; expense of ud-
ministration; assessments. The expense of the
admintstration of the grnu-p-l‘nmfm.l workers’
compensation pools shall be financed In the
following tmanner;

(0) There 15 hereby cronted in the state
trensury o fund to be called the group-funde
workers' compensation pools fee fund, A
amounts which are required to be paid from
the group compensation pools fee fund for the
operating expenditures meident to the admin-
istration of the rruu&nl’tmnlmi workers' com-
Funﬁuuuu pools shall be paid from the group-
unded workers' compensation pools fee fund.
The commissioner of insurance shall be re-
sponsible for administering the gnm\yfumlml
workers' compensation pools fee func and al
payments from the fund shall be upon warrants
of the director of accounts and reports lssued
pursuant to vouchers apptoved by the com-
misstoner of insurance or & person or persons
destgnated by the commissioner.

(b) The commissioner of insurance shall es-
Hmate as soon as practical after January 1 of
each year the expenses necessary for the ad-
ministration of the group-funded workers’ com-
pensation pools for the fiscal year beginning
on fuly 1 thereafter. Not later than June 1 of
each year, the commissioner of insurance shal
notify all such group-funded workers” compen-
sation pools of the amount of each assessment
imposed under this subsection on such group-
funded workers’ compensation pools and the
same shall be due and afmble to the com-
missioner on the July 1 Eal owing,.

{(¢) The commissioner of insurance shall re-
mit all moneys received by or for such com-
missioner under this section to the state
treasurer. Upon receipt of any such remittance
the state treasurer shall deposit the entire
amount thereof in the state treasury to the
credit of the group-funded workers’ compen-
sation pools fee fund.

History: L. 1983, ch. 166, § 7; July 1.

44.588, Same; premium tax; payment. In
: fees required to be paid in

K.S.A. 44-587, and as a condition precedent
to the continuation of the certificate of au-
thority provided in this act, all group-funded
workers' compensation funds shall pay a tax
annually upon the annual Kansas gross pre-
mium based upon the manual rates in effect
at the date of renewal pursuant to subsection

831
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(b) of K.5.A. 4d-B84 ay filed by the mational
council of compensution insurance at the rute
of 1% per annum applied to the collective pay-
roll of the pool for the preceding calendar year.,
In the computation of the tax, all pools shall
be entitled to deduct any annual Kansus gross
premiums returned on secount of cancellation
ot dividends returned to members of. such
puols or expenditures used for the purchuse of
specthic and aggrepate excess insurance, as pro-
vided in subsection (m) of K.5.A, 44-582,
History: L. 1983, ch. 188, § 8; July 1.

A4BID,  Same; assessments; subject to ar-
Hele 24 of chapter 40 of Kunsus Statutes An.
notated. (1) Each licensed pool shull be as-
sessed annually as provided by K.5.A. 74-713,
K.5.A. 44-566u, and amendments thereto, and
K.5.A. 44-588.

(b) Each licensed pool shall be subject to
the provistons of article 24 of chapter 40 of the
Kansas Statutes Annotated,

History: L. 1983, ch. 188, § 9; July 1.

44:B00. Same; new members; applica-
tion; termination. (a) After the inception date
of the group-funded workers' compensation
pool, prospective new members of the pool
shall submit an application for membership to
the board of trustees or its administrator. The
trustees may approve the application for mem-
bership pursuant to the b_?nws of the pool,
The application for membership and approval
shall then be filed with the commissioner.
Membership takes effect after approval.

(b) Individual members may elect to termi-
nate their participation in a pool or be subject
to cancellation by the pool pursuant to the by-
laws of the pool. On termination or cancellation
of a member, the pool shall notify the commis-
sioner within 10 days and shall maintain coverage
of each cancelled or terminating member for 30
days after notice to the commissioner or until
the commissioner gives notice that the cancelled
or terminating member has procured workers’
compensation and employer's liability insurance,
whichever occurs first.

History: L. 1983, ch. 166, § 10; July 1.

A4-591, Same; boar ;

the admintstration of a pool, and whose duties
inelude approving applications by new mem.-
bers of the pool. The majority of the trustees
must be members of the pool, but a trustes

may not be an owner, officer or employes of

any service ugent or reprosentative, All trus.
tees must be restdents of this state or vfficers
of corporations authorized to do business in
this state. The board of trustees of each fund
shall take ull necessary precautions to safeguurd
the ussets of the fund, meluding all of the fol-
lowing;

() Destgnate an administrator to acdmins-
ter the financtal affairs of the pool who shall
furnish a fidelity bond to the pool in an amount
sutficient to protect the pool against the mis-
appropriation or misuse of any moneys or se-
curities, The commissioner shall determine the
amount of the bond and the administrator shall
file evidence of the bond with the commis-
stoner. The bond s one of the conditions re-
dquired for approval of the establishment and
continued operation of a pool.

(b) Hetain control of all moneys collected
or disbursed from the pool and segregate all
moneys into u claims fund account and an ad-
ministrative fund account. The amount allo-
cated to the claims fund account shall be
sufficient to cover payment of any aggregate
loss fund as defined in the aggregate excess
policy. Only dishursements that are credited
toward the aggregate loss fund are made from
the claims fund account. All administrative
costs and other disbursements are made from
the administrative fund sccount. The admin-
istrator of the pool shall establish a revolving
fund for use by the authorized service agent
which {5 replenished from time to time from
the claims fund account. The service agent and
its employees shall be covered by a fidelity
bond, with the pool as obligee, in an amount
sufficient to protect all moneys placed in the
revolving fund.

(c) Audit the accounts and records of the
pool annually or at any time as required. The
commissioner may prescribe the type of audits
and a uniform accounting_system for use by

To ensure the financial stability of the opera-
tions of each group-funded workers' compen-
sation pool, the board of trustees of each pool
is responsible for all operations of the pool.
The board of trustees shall consist of not less
than three nor more than 11 persons whom a
pool elects for stated terms of office to direct

the nature und pur
talning approval tro
(h The board o
thority for specific b
tor of the pool. The
muy delegate inelud
g with o serviee o
mium chargenble t
members, investing
roving applicatio
Eonrd of trustees
authority it delegat
of the trustees’ me
authority is not effe
olution passed by |
History: L. 198

CASL

1, Noted in diseussio

payment of award In pr

Stout v, Stiron Petrolev
116 (1082).

A4.B02. Same
iting workers com
person soliciting th
pensation insuranc
ers compensation
provided in K.5.A.
amendments theret
son shall be require
requirements rega
providing reinsurar
excess coverage.

History: L. 19t
ch. 286, § 73; Juh

44-503. Reor
ment under 12-22
ties, as defined by
ments thereto, w
agreement to pool
workers compensat
liability under the
et seq., and amenc
uary 1, 1987, may
ing agreement unc

and amendments t
and the fund bak

pool and service agents to determine the sol-
vency of the pool.
(d) The trustees shall not extend credit to
individual members for payment of a premium.
(e) The board of trustees shall not borrow
any moneys from the pool or in the name of
the pool without advising the commissioner of

832
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the mature and |l1urpn.qn of the loan and ob-
taining approval from the commissioner.

(h The bourd of trustees may delegate au-
thority for specifle functions to the sdministra-
tor of the pool. The functions which the board
may delegate include such matters as contract-
Ing with # service agent, determining the pre-
miu chargeable to and refunds payable to
members, mvesting surplus moneys and ap-
Frnvlnp. applications for membership. The
ward of trustees shall spectfleally duilme all
authority it delegates in the written minutes
of the trustees’ meetings. Anv delegation of
authority fs not effective without a formal res-
olution passed by the trustees.

History: L. 1083, ch. 186, § 11; July 1.

CABE ANNOTATIONS
1. Noted in discussion of 44-558 in determining when
payment of wward in preliminary hearing order past due,
Stout v, Stixon Petrolenm, 17 K.A.2d 105, 201, 838 P.2d
L1 (10ug).

44.692. Same; licensing of persons solic-
iting workers compensation insurance. Any
person soliciting the business of workers com-
pensation insurance for a group-funded work-
ors compensation pool must be licensed as
provided in K.S.A. 40-240 through 40-243, and
imendments thereto, except that no such per-
soni shall be required to satisfv the certification
requirements regarding insurance companies
Providing reinsurance, secondary insurance, or
reess coverage.

History: L. 1083, ch. 166, § 12; L. 1993,
ch. 266, § 73; July 1.

44.693, Reorganization of pool agree-
ment under 12-2216 et seq. Any municipali-
tes, as defined by K.5.A. 75-6102, and amend-
Mments thereto, who have entered into an
“Breement to pool their liabilities for Kansas
l“'Drkers compensation benefits and employers’
iability under the provisions of K.5.A. 44-581
et seq., and amendments thereto, prior to Jan-
t"“')’ 1, 1987, may seek to reorganize the pool-
“!fingreement under K.5.A. 12-2616 et seq.,
:"d amendments thereto. All assets, liabilities
nd the fund balance of each group-funded

il
to
"W

of
of

A——__.ﬁ

:10 c;ht: pool seeking a certificate of authority
rnn er K.5.A. 12-2616 et seq., and amend-

ents thereto, upon authorization by the com-
Missioner of insurance. '

History: 1. 1993, ch. 112, § 1; April 15.
44504, 44.595. Reserved.

Workers-tompensation pool shall be transferred — human-resourees.-Any-viean

ADVISONY COUNCIL

A4:B00B, Workers compensation advisory
counell; composition and appointment; duties
and functons; annual organization; vote re-
guired to adopt recommendations; closed
meeting of employer or employee represen.
tatives; expense allowances; specifleally us-
signed stucles, (a) There 1s heteby established
the workers compensation advisory couneil.
The advisory counctl shall be composed of the
divector of ‘workers compensation, or the di-
rector's destgnee from the division of workers
cotnpensation, a representative of the insur-
ance ndustry appointed by the commissioner
of Insurance, and 10 members who shall be
appointed by the secretary of human resources
in accordance with this section, Flve members
of the advisory council shall be broadly rep.
resentative of employers throughout Kansas
that are under the workers compensation act
and shall be appointed as follows: One member
shall be appointed from a list of nominees sub-
mitted to tLe secretary of human resources by
the Kansas chamber of commerce and industry
and four members shall be appointed from
nominees submitted to the secretary of human
resources by employers or other representa-
tives of employers or other employer organi-
zatlons. Five members of the advisory council
shall be broadly representative of employees
throughout Kansas that are under the workers
compensation act and shall be appointed as
follows: One member shall be appointed from
a list of nominees submitted to the secretary
of human resources by the Kansas A.F.L.-
C.1.0. and four members shall be appointed
from nominees submitted to the secretary of
human resources by employees or other rep-
resentatives of employees or other employee
organizations. The representative of the insur-
ance industry shall Ee knowledgeable of in-
surance underwriting practices. The director of
workers compensation and the representative
of the insurance industry shall be nonvoting
members of the advisory council.

(b) Each member of the advisory council
shall serve at the pleasure of the secretary of

the-ndvisory
council shall be filled by nomination and ap-
pointment in the same manner as the original
appointment of the member creating the va-
cancy.

(¢) The advisory council shall study the work-
ers compensation act, proposed amendments to
the act and such other matters relating thereto

833
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body, Moneys may be paid into such
munugoment reserve fund from any source
muy be lawfully utthzed for such pur-
o, ncluding tranafers from the genersl
 from any spectal lability expense fund
stsblshed 1 wccordunce with the provistons
dE5.A T5-6110, or from any other fund or
pant program account of the governmentsl
mit i rewsonuble proportion to the estimated
wat of soll Insuring the sk losses covered by
mch reserve fund. Such fund shall not be sub-
ﬁ_’tu the provistons of K.5.A. 79-2028 to 70-
, Wclustve, and acts amendatory thereof
wspplemental thereto, except that in making
B o budget of such city, county or school dis-
tet, the umounts eredited to and the amount
4 w0 hand 11 such reserve fund, and the amount
4 mpended therefrom, shall be included in the
myal budget for the information of the res-
nts, Interest earned on the investment of
moneys in such reserve fund shull be credited
nuch fund,

(b) 1f the governing body of any city,
- wunty or school district shall determine on an
- dtuaril basts that money which has been
tedited to such fund, or any part thereof, is
% longer needed for the purposes for which
K was established, satd governing body may

for such amount not needed to the funds
W accounts from which the money was re-
telved, Any money so transferred shall be
dgeted in accordance with the provisions of
5.A, 79-2095 to 79-2937, inclusive, and acts
Wendatory thereof or supplemental thereto.
‘ History;,” L. 1980, ch. 145, § 2; July L.

Crous Moferences to Helated Sections:
1 tes, insurance, see 18-212,

g‘bﬂﬂy insurance, see 75-0111.
W hool districts, purchase of insurance, see ch. 72, art.

wl‘{'hﬂky Goneral's Opintons:
“ k management reserve fund; city employees vacation
ek leave benefits, H2-262.

GROUP-FUNDED LIABILITY POOLS

“‘l‘rﬂw General's Opinions:
% of claims fund account to pay for specific and ag-
© excess insurnnce. 90-138.

jm?“Hr—Nnme—md—duﬁon—ef—nw,—a
lo-Mtion of 40-2200 and 40-2215. (a) K.5.A.
2616 through 12-2629 and amendments
ereto shall be known and may be cited as
© Kansas municipal group-funded pool act.
40-) The provisions of K.5.A. 40-2209 and
% 2215 and amendments thereto shall apply
Municipal group-funded pools and all con-

.

tracts fssued under the municipal group-funded
pool act and amendments thereto.

Historys L. 10H7, ch, 74, § 1; L. 1981, ch.
134, B 4; ]Uly 1. ‘
Attorney Genoral's Oplnlons)

Intatlooal eouperation agreements;
tes; municipalition; school districts, 91-4,

12.2017. Authorization of municipalities
to pool Mabilities; pools not deemed insurance
unel not subject to regulation excopt us enum-
orated. Five or more municipalities us defined
n K.85.A 756102, and amendments thereto,
may enter into agreements to pool thelr lia-
bilities for Kansas Are, marine, inland marine
aned allied lines, ns defined in K.8.A. 40-801,
and amendments thereto, casualty, surety and
Adelity lines as defined in K.5,A. 40-1102, and
amencments thereto, including workers’ com-
pensation and employers’ lability, group sick-
ness and accidents, s defined in K.5.A. 40-
2200, and amendments thereto, and life in-
surance, os regulated In K.5.A. 40-433, and
amendments thereto, Such arrangements shall
be known as group-funded pools, which shall
not be deemed to be insurance or insurance
companies and shall not be subject to the pro-
visions of chapter 40 of the Kansas Statutes
Annotated, except as otherwise provided
herein,

History: L. 1987, ch. 74, § 2; L. 1890, ch.
76, § 1; July 1.

Attorney General's Opinlons

Interlocal couperation agreements; sepamate legal entl-
ties; municipalities; school districts. SIJ.

12-2618, Certificate of authority to op-
erate pool; application; hearing upon denial of
application, Application for a certificate of au-

ority to operate a pool shall be made to the
commissioner of insurance not less than 30
days prior to the proposed inception date of
the pool. The application shall include the
following:

() A copy of the bylaws of the proposed
pool, a copy of the articles of incorporation, if
any, and a copy of all agreements and rules of
the proposed pool. If any of the bylaws, articles
of .incorporation, agreements or rules are

sioner within 30 days after such change.

(b) Designation of the initial board of trust-
ees and administrator. When there is a change
in the membership of the board of trustees or
change of administrator, the pool shall notify
the commissioner within 30 days after such
change.

to lopgal ontl-
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"Sn) The uddress where the books and rec.
ords of the pool will be mumtatmed at all Himes,
1F this uddresy 1 chunned. the HMI ahall notk
the commisstoner within 3 days aber such
chunge,

) Evidence that the annual Kansas gross
romium of the pool will be not less than
200,000 for each of the categories described

In mhpmgrulphs (1) through (4) of this sub.
seetion: (1) Al 4ngerty insurance under article
B of chapter 40 of the Kansus Statutes Anno.
tated except motor vehicle physieal tamage;
(2) motor vehicle lability and physeal damage
inauranee; (.'.:} workers' compensation and em.
ployers’ lability insurance; (4) all casualty in-
surance under article 11 of chapter 40 of the
Kansas Statutes Annotated oxcept insurance
under categortes (2) and (3) above, (131 group
sickness and accident maurance if ot the date
of tssue the annual gross premium for such
coverage will be not less than 81,000,000, and
() group life insurance if at the date of fasue
the coverage will insure at least 60% of the
eligible participants or the total number of per-
sons covered will exceed 600. The pool shall
notify the commissioner within 40 days if the
minimum premivm qualification or participa-
ton requirement is less than that spectfied in
this subsection for any of the above categories
of insurance.

(®) An agreement binding the up and
each member thereof to comply with the pro-
visions of the workers compensation act if such
coverage s to be provided by the pool. For

lines of coverage, all members of the pool

shall be jointly liable for the }myment of claims
to the extent of the assets of the pool,

) A copy of the procedures adopted by
the pool to provide services with respect to
underwriting matters and, with respect to the
categories identified in subsection (d)(1)
through (4), safety engineering,

(8) A copy of the procedures adopted by
the pool to provide claims adjusting and ac-
::i:mulauon of income and expense and loss

ta.

(h) A confirmation that specific and aggre-
gate excess insurance provided by an insurance-
company holding a Kansas certificate of an-

carriod by the pool. For the purposes hereof
“surplus funds” shall mean retained Uity
of the pool after reserves have been estublished
for all known and meurred but not pe ted
lossos of the pool and alter all other | llities
of the pool, imeluding unearned premium re-
serves, have been deducted from total assets

o term “udecuate surpluy funds” shall yean

0 amount necessary for the pool to fund its
sel-imsured obligations,

()  After evaluating the application the com-
missioner shall notify the uﬁnplicunt If the plan
submitted 1y inadeguate, fully explaming to the
applicant what ndﬁll-iunnl requirements must
be met. If the application 15 dented, the ﬂr‘
plicant shall have 10 days to make an ﬂEH I-
cation for hearing by the commissioner after
the denial notice is recetved. A record shall
be made of such hearing, and the cost thereof
shull be ussessed against the applicant request-
ing the hearing,

() Any other relevant factors the commis-
stoner may deem necessary.

History: L. 1087, ch, 74, § 3; L. 1990, ch.
76, § 2, L. 1991, ch. 60, § 1, May 23.

12:2010. Irrevocable consent for service
of process on commissioner of imsurance.
Every group-funded pool applying for authority
to operate a pool in this state, as a condiuﬂ]"“
precedent to obtaining such authority, shall file
in the insurance department a written irrev-
ocable consent, that any action may be 00“:.;
menced against such pool in the proper cou
of any county in this state in which the cause
of action shall arise or in which the plain
may reside by the service of process on the
commissioner of insurance of this state, "‘"m
stipulating and agreeing that such service sh 4
be taken und held in all courts to be as villd
and binding as if due service had been m®
upon the trustees or the administrator of 5‘:;2

l. The consent shall be executed by b

of trustees and shall be accompanied bY
a duly certified copy of the resolution pass
by the trustees to execute such consent.

History: L. 1987, ch. 74, § 4; May 28.

12-2620. _Certificate of authority granted

(h) Whenever the
it necessary the comn
direct to be made, an «
and the Anancial conds

t once every flve
shall conduet an exmmi
the Anunetal condition
shall submit a cortifie
financial statement no
the end of the Rscal y
ent shall (nelude o
claims and for elatms
ported. Each pool sha
come, esponses and |
and in such manner as
require, Whenever it
soner from such exan
factory evidence that th
ind future claims of an
or that 1t 1y doing buss
of the laws of this stat.

an unsound conditio
ability to pay or cause |
Mount, manner and 1
soner shall, before filin

® same public, grant
able hotice a hearing, .
€ report be confirm
shall sunl)end the cert
;l‘l"’h pool until jts abil
ture claimy shall have
® laws of the state fu
?mmlsniuner may, if th
elay i, restoring the «
t“"h Pool and in comp)
tok'ﬂ the certificate of
s° 4o business in this sts
Uch certificate the co
';'I:lnicate the fact to

93¢ duty it shall be t
:D“te an action in the p
h'-ﬁ] Pool or to enjoin t

Sacting business in
E““ioner of insurance m
tHS'A' 40-222b, and am
fue Provisions thereof

nded Is.

History, 1, 1087 ok

nt with
the assumption of risk by the pool, as selected
by the board of trustees of the pool, or ade-
quate surplus funds as approved by the com-
missioner, in the pool. The pool shall notify
the commissioner within 30 days of any change
in the specific or aggregate excess insurance

on perpetual basis; examinations; submissio”
of financial statement and reports; suspensio”
of certificate, grounds, hearing; revocatioti
dissolution or injunction of pool. (a) All ce;l
tificates granted hereunder shall be perpetV ;
unless sooner suspended or revoked by th
commissioner or the attorney general.
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L ) Whenever the commiasioner shall deetn
p pocensury the commissioner iy ke, or

» dioet to be made, an examination of the affiatrs
-l the Anancial condition of any pool, except

hat onee every five years the commisstoner
dall conduct wn exsmination of the ifirs wnd
tho fnanciul condition of each pool, Each pool
dall submit o cortibied independent au uiltud

" Buanedal statement no later than 90 days sfter

o end of the fiscal year, The Buancial state-

ment shall Include nututnmlingl reserves for
daims and for claims incurred but not re-
portedd, Each pool shall Ble reports as to in-
wie, expenses uncl loss data at such times
wd i such manner as the commissioner shall
iquire, Whenever it appears to the commis-
doer from such examination or other satis-
ry evidence that the abtlity to pay current
future claims of any such pool is impaired,

o that 1t is doing business in violation of any
of the laws of this state, or that tts affars are
I un unsoune condition so s to endanger its
ly to pay or cause to be paid claims in the
ount, manner and Hme due, the commis-
tioner shall, before Aling such report or making
i same public, grant such Upon reason-
e notice a hearing, and, if on such hearing
Ih:jmport be confirmed, the commissioner
| suspend the certificate of authority for
ﬁ‘:"'h pool until its ability to pay current and
ture claims shall have been fully restored and
m‘ laws of the state fully complied with. The
deﬂl:lmiusioner may, if there is an unreasonable
luuy in restoring the ability to pay claims of
be: pool and in complying with the law, re-
b d‘ the certificate of authority of such pool
0 business in this state. Upon revoking any
m“ certificate the commissioner shall com-
Unicate the fact to the attorney general,
0se duty it shall be to commence and pros-

'llcltf an action in the proper court to dissolve

gy pool or to enjoin the same from doing or

mh"“ﬂng business in this state. The com-
K o oner of insurance may call a hearing under
lhle'A' 40-222b, and amendments thereto, and
e roVisions thereof shall apply to group-
Med poojs

History, 1, 1987, ch. 74, § 5; May 28.

plus or minus applicable experience credits or
debits, and minus any advance discount ap-
proved by the trustees, not to oacoed 20% of
manyal promium, The pool shall wse rules,
clusstfications and rates s promulgated by the
national councll on compensation insuramnes for
workers' compensation, Premium contributions
to the pool for all other lines of insurance shall
be bused on rates Aled hr i liconsed rating
organization or oh tates of cortain compunies
Aling rates with the commissioner und ur-
sroved by the commissioner for the poul. In
lou of the lhmiumf;. the board of trustees may
determine such classification, rates and dis-
counts as approved by the commissioner.

Promium contributions to any pool providing
fife inaurance or any pool pmvldinﬂ group siok-
ness and accident insurance as described in
K.5.A. 12-2617, and amendments thereto,
shall be based on sound actuarial principles.

(b) An amount equal to at least 70% of the
annual premium shall be maintained i o des-
junated deposttory for the purpose of paying
clatms in a clakms fund account. The remaining
annual premium shall be placed into o denig-
nated depository for the payment of taxes, fees
and administrative and other operational costs
in an administrative fund account.

(c) Any moneys for a fund year in excess
of the amount necessary to fulflll all obligations
of the pool for that fund year, including any
obligation to retain adcqlt]mta surplus funds, as
defined by subsection (h) of K.5.A. 12-2618,
and amendments thereto, in lieu of spectfic and
aggregate excess insurance, may be declared
to be refundable by the trustees not less than
12 months after the end of the fund year. Any
such refund shall be paid only to those mem-
bers who remained participants in the pool for
an entire year. Payment of previously earned
refunds shall not be contingent on continued
membership in the pool.

History: L. 1987, ch. 74, § 6; L. 1980, ch.
76, § 3; L. 1991, ch. 60, § 2; May 23.

12-2622. Same; investments, The trust-
ees shall not utilize any of the contributions
collected as premiums for any purpose unre-
lated to the pool. Moneys not needed for cur-

S e 1 A W e

lz‘?ul. Premium contributions, deter-
tey Btion, deposit and use; refunds. (a) With
in l:eﬁt to the categories of coverage described
122% paragraphs (d)(1) through (4) of K.5.A.
c““trllb& and amendments thereto, premium
p utions to the pool shall be based upon

Tpriate manual classification and rates,
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rent obligations ma vested -by-the

trustees. Such investments shall be limited to
bonds or other evidences of indebtedness is-
sued, assumed or guaranteed by the United
States of America, or by any agency or instru-
mentality thereof; in certificates of deposit in
a federaily insured bank located in Kansas; or
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I shares or !Ilwlt‘lr,! deposits in u federally -
sured savings and loan assoetation located 1n
ians,

History: L. 1087, ch, 74, § 7; May 24,

12:2023, Group-funded pools foe fumd,
payment of operating espenditures oapensey
of administration nasvssments; anmlt of
romittances, The expense of state supervision
of the r;mup-funded pools shall be Ananced iy
the following manner:

() There is hereby created in the state
tronsury a fund to be called the proup-funded
pools fee fund. All amounts which ure required
to be paid from the proup-funded pools fee
fund for the operating expenditures meident to
the supervision of the group-funded pools shall
be patd from the group-funded pools fee fund.

¢ commissioner of insurance shall be re.
spotistble for administering the group-funded
pools fee fund and all payments from the fund
shall be upon warrants of the director of ae-
counts and reports issued pursuant to vouchers
approved by the commissioner of Insurance or
4 person or persons designated by the
commissioner,

The commissioner of insurance shall es-
tmate as soon as practical after Jan 1 of
eich year the expenses necessary for the su-
pervision of the group-funded pools for the fis.

year beginning on July 1 thereafer, Not
later than June 1 of each year, the commis-
stoner of insurance shall notify all such group-
funded pools of the amount of each ussessment
imposed under this subsection on such group-
funded pools and the same shall be due and
payable to the commissioner on the July 1

following,

(c) 'l%;e commissioner of insurance shall re-
mit all moneys received by or for such remit-
tance to the state treasurer, Upon receipt of
any such remittance the state treasurer shall
deposit the entire amount thereof in the state
F’-ensﬁt:r}é to the credit of the group-funded pools
ee fund.

History: L. 1987, ch. 74, § 8; May 28,

12:2624. Gross premium tax, rate, pay-
ment; deductions for cancellations and divi-
dends. In addition to the fees required to be

aid an
thereto, and as a condition precedent to the
continuation of the certificate of authority pro-
vided in this act, all group-funded pools shall
pay no later than 90 days after the end of each
fiscal year a tax upon the annual Kansas gross
premium collected by the pool at the rate of

dments—

1% per anmum applied to the collective ppe.
mium relating to all Kunpus ombers of the
pool for the preceding fscal your, In the com.
putation of the tax, all pooly ghall e ontitled
to deduct any unnual Kansas B preminms
retuthed on ‘sccount of canes lution or divi-
dends returned to members of such pools or
expenditures used for the purchuse of specific
and uggrogate exoess insurance, as provided m
subsection (h) of K.5.A, 12-9618 and amend-
ments thereto,

History: 1., 1087, ch. 74, § 9, L. 1081, ch.
60, § 3; May 23,

122028, Pools subject to additional s
sesaments and cortain provistons of chapter 40
of Kansus Statutes Amnotated; workers com-
pensation excoption. (u) Each pool shall be as-
sessed annually ns provided by K.5.A. 44-566a
and 74-713, and amendments thereto,

(b)  Each proposed and authorized pool and
gieh person representing such proposed or au-
thorized pool shall be au!i)ject to the provisions
of urticle 24 of chapter 40 of the Kansas Stat-
utes Annotated,

() Each pool shall be subject to the pro-
Vistons of K.5.A. 40-246b to 40-246e, inclusive,
and amendments thereto,

Whenever a pool s avatlable providing
workers compensation coverage to a statewl kc
group of municipalities, the premium on work:
ers compensition coverage written on munlfi;
ipalities eligible to become members of :J“‘;
pool by an nsurer shall not be consldered b“

e determination of any assessments levie y
the Kansas workers compensation plan esta 0
lished pursuant to K.5.A. 40.2100 and amen
ments thereto, 991

History: L. 1687, ch. 74, § 10; L. 1991,
ch. 60, § 4; May 23,

12.20626. Application for membership 'i:,
pool; written motice, approval; termination in-
cancellation of participation. (a) After the
ception date of the group-funded pool, P"i’;
spective new members of the pool shall S“bmof
an application for membership to the board
trustees or its administrator. The trustees o
approve the application for membership P!
suant to the b ﬂws

|

funded pool 1s subjec:
by the Konsns (nsurs
thorized by state statut
of continne operations
suthority, Such anthor
tute an endorsement o
cuverngin rovided,

() Individual mem
minate thelr participats
ect to cancellation by |
vlaws of the pool. O

Hon of o workers' con
pool shall notify the di
pensation within 10 d
coverage of each can
member for 30 days
Viston or until such di:

¢ cancelled or termir,
cured workers' compe
Hability insurance, whi

History; 1., 1987, «
h. 60, ?5; May 23,

12:2027. Bourd o,
Catlons, duties; admi:
credit tramsnctions; d.
fom board to admini:
finanegg) stability of ti
Eroup-funded pool, the
tach pool s responsibl
the pool, The board of
Mot less than three per:
to the bylaws of the p.
OMice to" direct the ad,
ind whoge duties inch
s by new members
lority of the trustees mu
Boverning body or an
Members of the pool,
an owner, officer or ¢
gent or representative
residents of this state
formed on or before Jan
event the number of K.
F the pool must be that
€S of the pool that eq
the number of Kansas liv
respect to all live:

h:d e:f el time th::l mﬂq:mbersl?lp t";‘o?
group pool is granted, the applican

such membership shall be provided a Wﬂ"el;
notice stating that: (1) The group funded P&:L
i5 not an insurance com y subject to * p
general laws and rules mmgulatiuns relatin
to insurance companies; and (2) the grovP
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€ last day of the |
“Peration of the pool. T
“ach fund shall take all
to safeguard the assets
of the following:
4)  Designate an adr
ter the financial affairs
furnish a fidelity bond to
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INSURANCE

12.2028

wl (s subject to separate regulation

the Kansus insurance department as au-

ol by state statute and cannot commence

b continue operations without o certieate of

mthority, Such suthorization dowes not consti-

e an endorsement or recommendation of the
ovided.,

" tverugn J

b () Individusl members may elect to ter-

minate thely urtlelrutlnn i a pool or be sub-
1 the pool pursuant to the

to cancellation
of the pool. On termination or cancel-
htion of 0 workers' compensation member, the
- pool shall notity the division of workers' com-
- peusstion within 10 duys and shall madntain
toverage of each cancelled or terminating
member for 30 days after notice to such di-
vhion or untl such division gives notlee that
. the cancelled or terminating member has pro-
- tred workers' compensation and employers’
. lsbility insurance, whichever ocours first,
History: 1., 1987, ch. 74, § 11; L. 1891,
b, 80, § 5, May 23,

12:2027. Board of trustees of pool, qual-
leations, duties; admingstrator, bond; audits;
tredit transactions; delegation of authority
i rd to administrator. To ensure the
" Anancia) stability of the operations of each
¢ Boup-funded pool, the board of trustees of
= fch pool fs responstble for all operations of
., Ut pool. The board of trustees shall consist of
= 0t less than three persons selected according
~ b the bylaws of the pool for stated terms of

te to direct the administration of a pool,
d whose duties include approving applica-
ions by new members of the pool. The ma-
Jority of the trustees must be a member of the
Everning body or an officer or employee of
Members of the pool, but a trustee may not

in owner, officer or employee of any service
Went or representative. All trustees shall be
"esidents of this state unless the pool was
"med on or before Januvary 1, 1980, in which
vent the number of Kansas resident trustees
of the pool must be that percentage of all trust-
°3 of the pool that equals the percentage of

® number of Kansas lives covered by the pool
‘:mlthrespect to all lives covered by the pool

“Peration of the pool. The board of trustees of
tach fund shall take all necessary precautions
safeguard the assets of the fund, including
of the following;
(@) Designate an administrator to adminis-
fer the financial affairs of the pool who shall
Mish a fidelity bond to the pool in an amount

determined by the trustess to protect the pool
against the misappropristion or misuse of wny
motieys or secutities, The acministrutor shall
fAle evidence of the bond with the commis-
stoner. The bond shall be one of the conditions
required for approval of the establishment and
continued operation of n pool. Any admints-
trator so designated shall be a restdent of Kan-
say {F an individual or shall be authorized to
do business in Kansas {f u corporation,

(b) Hetwin control of all moneys collected
or dishbursed from the pool and segregate all
moteys into a claims fund secount nnﬂn ad-
ministrative fund account, Al administrative
costs and other disbursements shall be made
from the administrative fund account, The
trustees may establish o revolving fund for use
by the authorized service agent which 1s re-
Punished from Hme to Hme from the claims
und secount. The service agent and ts em-
ployees shall be covered by a fidelity bond,
wit}; the pool as obligee, in an amount suffi-
clent to protect all moneys placed in the re-
volving fund,

(c{ Audit the accounts and records of the
pool annually or at any Hme as required. The
commissioner shall preseribe the type of andits
and a uniform accounting system for use by
pool and service agents to determine the ability
of the pool to pay current and future claims,

d) The trustees shall not extend credit to
individual members for any purpose.

(e) The board of trustees shall not borrow
any moneys from the pool or in the name of
the pool without advising the commissioner of
the nature and purpose of the loan,

(® The board of trustees may delegate au-
thority for specific functions to the administra-
tor of the pool. The functions which the board
may delegate include such matters as contract-
ing with a service agent, determining the pre-
mium chargeable to and refunds payable to
members, investing surplus moneys and ap-
proving applications for membership. The
board of trustees shall specifically define all
authority it delegates in the written minutes
of the trustees’ meetings. Any delegation of
authority shall not be effective without a formal

. Stees:
History: L. 1987, ch. 74, § 12; L. 1989,
ch. 65, § 1; L. 1991, ch. 60, § 6, May 23.

12-2828. Licensing of persons or agen-
cies soliciting insurance business for pool. Any
person or agency soliciting for a proposed or
authorized group-funded pool shall hold a cur-
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12-2020

CITIES AND MUNICIPALITIES

W

ront lieonse wuthortzing such porson to aell
ench line of insurance offered for e, Aty
raom leonsed for the kinds of insurance of.
ored by the pool shall be deemed to be er.
od by a mntlﬁmy for the kinds of insuranee
pormitted by the gnul.
History: L. 1087, ch, ™, 0 13; L. 1091,
ch. 60, ?'7; May 24,

12-2020,  Commissloner of Insurames to
provide advice and counsel to local Bovern-
ments, The commissioner of nsurances shall
make such recommendations sy deemed ud-
visable to assist Kansay | governments in
the effective, efficiont and fiscally sound op-
orution of any proposed group-funded pool.
Within the time and resources uvallable, the
de ent of insurance shall provide advice
undl counsel to any group-funded pool,

History: L. 1087, ch, 74, § 14; May 28,

12-2030, Allowing municipalitios in
Douglas, Johnson, Leavenworth, Mismi and

yandotte counties to pool with munieipalities
outside of state, Notwithstanding the provi-
stons of K.5.A. 12-2616 through 12-2620 and
amendments thersto, any municipalities as de-
fined in K.5.A. 75-6102 and amendments
thereto, located in and including Douglas,
Johnson, Leavenworth, Miami and Wyandotte
counties, may qualify to enter into agreements
to lFt:u::l thetr sickness and aceident related i
abilittes in accordance with K5, A 12-2617 et
seq. and amendments thereto with municipal-
ities located in other states if such a pool was
formed on or before January 1, 1980, Any in-
vestments held by such pool shall be held in
an entity described in K.S5.A. 12-2622 and
amendments thereto, In the event the law or
laws of any other state in which a member of
the pool is located are inconsistent with or
con to any provision of K.5.A. 12-2617
throu 12-2626, 12-2628 and 12-2629 and
amendments thereto, the law of the state with
the more stringent requirement shall apply.

History: L. 1081, ch. 60, § 8, May 23.

Article 27.—WATER SUPPLY,
WATERWORKS AND DISTRIBUTION
F-WATER

S

W The tetm “muntetpulity” meuns cllites necessary for

any ity
of the firat, second or thipd eluss owning and I with, the procuring a
operating o water distribution systemn or any to the mé, munieipal

township or improvement distiet owning and
n?‘erntmg a water distributton system, and
which city, township or Improvement distriet
Is located in u county having a population of
not less than thirty thousand (30,000) nor more
than forty thousand (40,000) with an ussessed
tuxable tangible valuation of not less than sey-
enty-eight milllon dollars ﬁﬂ?ﬂ.Oﬂﬂ.UUU) not
tmore than ninety milllon dollars (360,000, 000),

(b The term “governing body” as applied
to  city means the mayor and counetl or mayor
and commissioners, as the case may be, and
as applied to a township means the township
clerk, the township treasurer and the township
trustee acting us a board, and as applied to an
improvement distriet means the of di-

rectors of such improvement district acting us
a board,

Such contruets for a
shall provide for the
comatruction of the o
- agement und opera
method of fxing the
wich participating m.
and of making cont
tuking annual adjus.
ate shares of the ann
method of eollection
charges, and enforce
rite schedules and ot
of rules and regulat
Hon of the system w
the adjucication of d
ters necessary L
irrangement,

story: L, 1055

12:2708, Acyui
distribution of comm
mon supply of water
veloped (includin,
“mitnﬂon. the acquis
Necessary sites, right:
Interesty iy real pro
ssary for the acqu:
Water in bulk) by ai
Dletpalities ane corp

Y the individual act

ithes acting for a
Meipalities and
Municipalities and co:
“Ontract, Regardles:
hon, title to all rea

ired or constructe
© names of all of t

() The word “corporation” means a private
corporation which la':pgr contemplates becom-
Ing, a water customer of a municipality and
which enters into a contract with such munic-
tpallgv under the provisions of this act, or any
board of education, rural high-school district,
community high-school district or common-
school district which. s, or contemplates be-
coming, a water customer of a munfeipality an
which enters into a contract with such munic-
ipality under the provisions of this act; and any
such board of education, rural high-school dis-
trict, community high-school district or com-
mon-school district shall have power to 3“*":
into contracts under the provisions of this ac
to remain in force as long as any bonds issue N
by any municipality unger the provisions ©
this act shall be outstanding,

History: L. 1955, ch, 87, § 1; April 14.

ities
Resenrch and Practice At shal) ‘ll;;d mm:ﬁugn
Municipal Corporations e= 271, such pro § 3
C.].5. Municipal Corporations § 1051, vid edPrmrlsimm or
Attorney General's Opinions; by contract.
Election expenses of candidates and organgzations; 1*- tory: L. 1955,
porting requirements applicable to counties, 81-129. 12:2704. Contr
12-2702. Contracts for common supplz “Peration; reports,
of water. Two or more municipalities, or 0n° em may he
e-or-mo

CITIES AND TOWNSHIPS IN CERTAIN
COUNTIES BETWEEN 30,000 AND 40,000

Croas Roferences to Related Sections;
Districts in certain counties, see 18-3501 to 19-3521.

12-2701. Definitions. As used in this act:
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Yating agency or
Municipalities or cor.

pomﬁons. are hereby empowered to enter lﬂto 1
' 1:;& Municipalities an

4 contract, contracts or a series of contracts:
from time to time, to provide for a commo” - Any such agree
supply of water, including joint acquisition, for Periodic reports «
construction, operation and maintenance of anY 0 the participati:
and all sites, rights of way, easements, othe’ “Orporatigns,

interests in real property, equipment and - History; L. 1955,

1=t
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TEETIMONY -~ KANSAS BENATE BILL #29 - FEBRUARY 23, 1995
KANSAS HOUSE OF REPRESENTATIVES
PUSINESS, COMMERCE AND LABOR COMMITTEE

TIME: 9:00AM PLACE: capital Bullding
Topeka, Kanhsas

Ladles and gentlemen of the commlttea:

My hame 18 Hoot Gilbson. I am the Ffund Manager for the Bullders!'
Assoclation BSelf-Insurers Fund of Kansas, a Group Self Funded Workers'

Compensatlion Pool operating with an approved certificate of authority.

I appear today on behalf of a number of the Kansas Group Self Funded
Workers' Compensation Pools that develop approximately $50 million annually
in Workers' cCowmpensatlon premiums. Group Self Fuhded Workers' Compensatlon
Pools have helped a growing number of employers control thelr Workers'
Compensation premiums through aggressive loss preventlon/loss control
programs and have proven themselves to be a sound alternative to the

traditional Workers' Compensation marketplace.

Kansas Senate Blll 29 is identical to last year's Senate Bill 625 which

passed both the Senate and the House. Senate Blll 625 proposed that

specific and aggregate excess insurance costs could be paid before the
premium is allocated into administrative and claim accounts. Additionally,

Senate Bill 625 amended K.S.A. 44-591 by allowing a Pool's board of
,Cﬁbzu4nb&¢44’
W oA at et
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trustees to be selected according to the bylaws of the saild Pool. However,
Benate Bill 29 has two additional provisions. Firet, Senate Bill 29 amends
K.B.A., 44=-585 by ho londer redquiring Pools to submit a trenewal application
in order to obtain a hew certificete of authority. 'T'he vast majority of
the information required by the current renewal application process 1s a
repetition of prior year renewal Information, The present renewal
application processe 1s time consuming and costly to both Pools and the
Kansas Insuratce bDepartment. Finally, the information contaihed within the
renewal application 1s audited by the Kanhsas Insurance Department when a
physical triennial audit is conducted. B8econd, the language in K.8.A, 44-
585 18 modlfied to conform with "open rating" that gbas into effect in
Kansas on June 1, 1995, cCurrently, rates are recommended by the National
Council on Compensation Insurance to the Kahsas Insurance Department.
Following public hearings and a complete review of the rates by the
Department, the Commlssloner approves these rates with or without
modification, Insurance Companies or Group Self-Funded Workers'
Compensation Pools then wuse these rates as a basis for premium
determination. The new "open rating" format requires the NCCI to file with
the Department loss cost data only. In other words, the loss cost filing
forecasts what Workers' Compensation losses are projected to be in a
speciflic work classification without the overhead and profit of an
Insurance Company or Pool. The Insurance Company or Pool then applies

thelr overhead 1in order to fully develop the rate. The current Workers'

——Compensation—Pooling statutesmust—be changed—toallowfor—this new formats

This section would also allow Pools to determine their own rates, with
Insurance Commissioner approval, after the said Pool has been in operation

for five years.

A-?
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We have et with the Kahsas Insurance bepartment and have discussed all the
provislons contalhed within sSenate Bill 29, The Depatrtment has ho
objections to the provisions in this Bill.

We urge the committee to recommend Senate Bill 29 favorable for passadge.




Before the House Business, Commerce & Industry Committee
Byt Larry W, Magill, Jr.,, Executive Vice President '
Kansae Assoclation of Insurance Agents

Testimony on 88 93 !
‘r'
Thank you, Mr. Chalrman, and members of the committee for the _
opportunity to appear today in support of 8B 93, Our assoclation acte as ?
administrator for the Kansas Chamber of Commerce and Industry Workers i
Compensation Iund or Kansas Chamber fund. ‘'he program is marketed through
our 625 member‘independent agencles statewide.
The legiqlation does three things:
1) It allows pools to offer deductibles. It does not require a
potential pool member to accept a deductible.
2) The proposal closes the records of individual pool participants’
financial information to the public. The pool’s combined membership net
worth 1s still open, as is the pool's own financial results.
3) The legislation corrects an oversight in line 39 on page 2 that
occurred in the 1993 reform bill, SB 307. The change adds authority for

homogeneous workers compensation group self-insurance pools to provide

employers liability coverage. You will note that similar authority is

already granted to heterogeneous pools in the following paragraph,
Workers compensation deductibles are a valuable risk management

technique for pools as well as insurance companies and the businesses that

use them. They allow pools to consider a business with a high frequency of

to manage its workers compensation expenses by agreeing to pay small

claims, which are not then included in the business'’ experience

modification calculation. There can be significant savings to a business

Sriveneaa
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from both the ecredit received by accepting the deductible and the reduction
in thelr experience modification, _

Deductibles alpo allow pools to conelder businesses that have had a
deductible for some time. Because of the deductible’s impact in lowering a
business' experience modification factor, a business that has had a
deductible would probably be rejected by a pool unless that deductible
could be cantinued. Otherwise the business would not be paying enough
premium for their likely claims experiefice.

We do not see any public purpose being served by having the record open
on individual businesses who participate in a group workers compensation
self-insurance pool. The insurance department needs the individual £irm
information to determine if the total net worth of all businesses
participating in a pool has reached the required amount under the statute.
That can be accomplished without the information being open to a business’
competitors. Our change would not close the record on the pool’s total
member net worth, nor on the pool’s financial results.

Workers compensatlon group self-insurance funds have proven to be a
valuable alternative to businesses presently in the Kansas Workers
Compensation Insurance Plan or Assigned Risk Plan. We believe these two
changes will improve pools as an alternative market and urge the committee
to recommend SB 93 favorably for passage. Thank you very much for your

consideration. We would be happy to answer questions or provide additional

information.




LEGISLATIVE
l];nEs%T:LngeN):(Commerce and Industry

835 SW Topeka Blvd, Topeka, Kansas 88612-1671 (913) 357-8321 FAX (913) 3574732
SB 93 February 23, 1995

KANSAS CHAMBER OF COMMERCE AND INDUSTRY
Testimony Before the

House Committee on Business, Commerce and Labor

by
Terry Leatherman
Executive Director
Kansas Industrial Courcil
Mr. Chalrman and members of the Committee:
lam Terry Leatherman, with the Kansas Chamber of Commerce and Industry. Thank you for

this opportunity to explain KCCl's reasons for supporting SB 93,

The Kansas Chamber of Commerce and Industry (KCCI) is & statewide organization dedicated to the
promotion of economic growth and job creation within Kansas, and to the protection and support of
the private competitive enterprise system.

KCCl is comprised of more than 3,000 businesses which includes 200 local and regional chambers
of commerce and trade organizations which represent over 161,000 business men and women. The
organization represents both large and small employers in Kansas, with 55% of KCCI's members
having less than 25 employees, and 86% having less than 100 employees. KCC| receives no
government funding.

The KCCI Board of Directors establishes policies through the work of hundreds of the organization's
members who make up its various committees. These policies are the guiding principles of the
organization and translate into views such as those expressed here.

SB-93proposes-two-changes-invelving-group-funded-workers-eompensation-self-insural ce

pools. In short, group funded pools permit businesses, which are not large enough to self insure
their workers compensation, to enjoy the advantages of self insurance by banding together with other

small employers. KCCl is proud to have become the 17th association to sponsor a self insurance

Z2/23/0& 4 |
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', . Ih Kanses when our Workers Cottipensation Corpotation began operation on September 1 of
last year,

The first change permits group-funded pools to offer @ deductibles option to Its members,
something workers compensation Insurance companies have been permitted to do for several years
rnow.,

During KCCl's misslon to reform the Kanses workers compensation system Ih recent years, «
fundamental principle of reform has been permitting greater employer Ihvolvement in controlling
workers compensation costs, A deductibles option certainly fits Into that philosophy. Since
employers will be accepting first dollar responsibility on thelr workers compensation claims, the
addition of this option will result in greater employer efforts to stop Injuries from happening In the first
place. Employers who accept a deductibles option should see lower premium costs, because cbsts
they pay in a case are not applied to an employer's "experience modification factor." Experlence
modification is a component to determining an employer's premium which can cause their rates to
soar. Finally, let me stress that SB 93 does not require deductibles be applied, but makes it optional
for a pool to offer and for an employer to accept a deductibles feature.

The second change in 8B 93 concerns financial information about pool members filed with the
Kansas Commissioner of Insurance and requires this financial information be considered
confidential. Since the Insurance Department is charged with assuring that a pool can meet its
financial obligations, detailed financial information must be submitted by a pool about its members,
When the financial information submitted is open for public inspection, it discourages businesses

which would otherwise benefit from a pool program from joining.

Thankyou for the opportunity to comment on SB 93. Twould be happy to attempt to answer

any questions,



