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MINUTES OF THE SENATE COMMITTEE ON COMMERCE.

The meeting was called to order by Chairperson Alicia Salisbury at 8:00 a.m. on January 25, 1995 in Room
123-S of the Capitol.

Members present: Senators Salisbury, Burke, Downey, Feleciano, Gooch, Harris, Hensley, Kerr, Petty,
Ranson. Reynolds, Steffes and Vidricksen.

Committee staff present: LynneHoiLLegisizﬂiveRemcthmeem
hyDomldson.ltgislaﬁveRmntheparm\ent
Bob Nugent, Revisor of Statutes

Conferees appearing before the committee:
Hoot Gibson, Fund Manager, Builders™ Association Self-Insurers Fund of Kansas
Bill Wempe, Kansas Department of Insurance
Tenmry Leatherman, KCCl
Larry Magill, Jr., Kansas Association of Insurance Agents

Grbers attending:  See attached st

Jerry Donaldson, Principal Analyst, submitted a Memorandum regarding Workers Compensation Self
Insurance Pools. See attachment 1

The Chair remarked to the Committee that the dispiays on the first floor of the Capitol building
yesterday were a good example of innovative firms which have been funded at some level of development or
commercialization by KTEC.

SB 29 fomded workers i -

Hoot Gibson, Fund Manager, Builders' Association Self-Insurers Fund of Kansas, requested
amendments to the current statutes that would: (1) no longer require pools to submit a renewal application on
a vearly basis to obtain a new certificate of authority. (2) modify language to conform with “open rating”
effective June 1, 1995; (3) require the filing of certain financial information with the insurance commissioner
120 days following the close of the pool’s fiscal year.

Mr. Gibson referred to a proposed amendment offered by Larry Magill, Kansas Association of

S Agents. This amendment was agreed upon after conversations with the Insurance Department. The
amendment provides for loss cost data in determining rates; and if pool has been in operation for five years,
the board cftrustsesmydﬂaﬂnemlesasapproved by the commissioner. See attachment
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SB 9 famded workers i and mumici oup-funded
Bools. cptiomal dedwctibles and M!' of fimancial information

Temry Leatherman. KCCI, appeared in support of the bill. Mr. Leatherman stated allowing deductibles
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CONTINUATION SHEET

WMINUTES OF THE SENATE COMMITTEE ON COMMERCE, Room 123-S Statehouse, at 8:00 a.m.
on January 26, 1995.

sives the employer greater responsibility. The confidentiality of financial information which is the same
provision included m a 1994 bill vetoed by the Governor is requested inasmuch as a great deal of the
mformation contained in the reports should not be open to the public

Semate Bill 30 - Mamicipal group-fumded premium contributions

Norman Wilks, Kansas Association of School Boards, appeared in support, stating that the bill

establishes the same requirements for municipal group-funded pools as for other group-funded pools. Mr.
Wilks further requested that the amendment offered for SB 29 be mcluded in SB 30.

The Committee adjourned at 840 am.

The next meeting is scheduled for January 26, 1995.
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MEMORANDUM

Iunmn Leglolutive Reseurch Department

A00 N, W, 10th Avetiue
Huoom B4B-N - Ntutshouse
Topehs, Kunsuy  66612-1504
Tolophone (913) 206-2181 FAX (913) 296-2824

Juriuary 24, 1995

To:  Senate Comnetee Committes
frrom: Jerry Ann Donaldson, Principal Analyst

Re:  Workers Cotipensation Self Insurance Pools

The Workets Compensation Act requites an employer to provide benefits to an ettiployee who
Is injured on the job or who suffers from o wotk related oceupational disease. Thus, employers e reguired
to provide itwuratice or sote other security provisions to demonstrate an ability to fulfill these cothpetsation
obligations.  Most employers obtaln workets cottipensation coverage through the purchase of private
Isuratice through an insurance cartier authotized to offer workets cotpensation isurance in Katsas, Some
etiployers use a fortn of self insutance by supplylng proof, to the Director of Workets Compensation, of
the financial ability to pay wotkers compensation benefit claltns, These self insurers are usually the larger
employers In the state,

Due to the Increasing cost of workers competisation insutance, some employers in the eatly
1980s sought an alternative method of providing workers compensation benefits to injured workers through
the concept of group self insurance. Enscted in 1983, the statutes, K.S.A. 44-581 et seq., allowed certain
qualified employers to form group funded self insurance pools to underwrite thelr own workets cotmpensation
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 assoclation and etigaged 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 iticlude a combined et 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 joinily 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 gross premium tax;

-

A
2. an annual assessment for the Workers Compensation Fund,; ga 90 E
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3. At atuul dosesstient to cover the expense of admitistering the law; and

4, at aHudl dssesstient to covet the expense (o the lisutatce Depatttient of
adinilstering the group funded self nsutance pools,

In 1987, the Katwus Municipal Group Funided Pool Act, K.8.A, 12-2616 ef seq., becare
law. This Act allows five ot tote tunicipulities to ehter Ito Insurance poolltg attatgetents subject to the
sittte approval and regulatory ovetslght by the Insurance Comtmlssloter ay the eatller enacted proup futided
self isuratice pools, TheM latter Act was pattertied after the sarlier ote,

(012556.01(1/24/95(4:40PM })
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vey of the division of mental health and rotas-
duton servives of the department of soclul and
rehubilitation serviees shall be mude agatnst
the state workers competsation self-lnsutatice
fund. Such clatmy shull be served upon the
soeretury of admintstration In the sueretary'y
cipucity s udiministrator of the state workers
votipensation self-nsurance fund i the man-
et provided for cluimy against other employ-
ety untder the workers compensation act. The
chief attorney for the depurtment of admints-
tratlon, or unother attorney of the depurtment
of udministration designated by the chief at.
torhey, shall represent and defend the state
wotkers compensation sell-imsurance fund i ol
proveedings under the workers compensation
el

(b)  The sveretary of admintstration shall in-
vestigate, or cause to be investigated, each
elim for compensation against the state work.
ety compensution self-insurance fund. For the
purposes of such mvestigations, the secretary
of administration ts uuthorized to obtain expert
medical advice regarding the Injurles, ocen-
putional disenses and disabilities involved in
such elatms. 1f, based upon such mvestigation
and any other available nformation, the sec-
retury of administration finds that there is no
mutetin] dispute ns to any fssue involved in the
claim, that the claim is valid and that the claim
should be settled by agreement, the secretury
of administration muy proceed to enter into
such an agreement with the claimant, for the
state workers compensation self-insurance
fund. Any such agreement may provide for
lump-sum settlements subject to approval by
the director and all such agreements shall be
filed n the office of the director for approval
us provided in K.5.A. 44-527 and amendments
thereto. All other eluims 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.

44578, 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

regulutions shull be subject to the provisions
of K.5.A, 75.9708 and umendments thereto
aned whall be adopted 11 aceordance therewith.

History: L. 10974, ch. 204, § 4; L. 1683,
ch. 288, § 70, July 1.

ABTD.  Hume; coples of nooldent reports
to svcrotury of administeation, From and aher
July 1, 1874, whenever any report Iy teduired
to bo made to the workmen's compensation
ditwetor by any state ugeney s an emplg;ur
pursuatit to the provisions of K.5.A. 44.557,
or any amendments thereto, such state agenoy
shull take such report to the workmen's com-
petisation director and shull send u vopy
thereof to the secretury of admintstration.

History: L. 1074, ch. 204, § 5 April b,

A4:B00,  Sume; construstion of 44-575 to
44-880. The provistons of K.5.A, 44-575 to 44-
580, Inclusive, shull be construed s supple-
mettal to und as o purt of the workmen's com-
pensaton uet,

History: L. 1074, ch, 204, § 6; April 8.

GROURFUNDED WONRKENS
COMPENSATION POOLS

44.8081, Group-funded workers compen-
sutlon pools; vequirements, (1) Five or more
employers, regardless of domicile, who are

members of the same bona fAde trade, mer-

chant or professional sssoctation, regartflens of
domicile, which has been in existence for not
loss than five years and who are engaged in
the sume, similar or closely related type of
business may enter Into agreements to pool
their labilities 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 associs-
tion, regardless of domicile, which has been
in existence for not less than five years und
who are enﬁaged in disstmtlar 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 thefr
liabilities for Kansas workers compensation
benefits and employers’ liability.

() All such urrangements shall be known
as group-funded workers compensation pools,
which shall 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
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bt 18 ol Iinited to, o business i
the prine I|m| pm-m” Iy 1 il elas
b o cormbination of classtBeations tep
Wi oecupations which contribute to at
ﬂhtrlunl of the end product or service
b (3 the primary bustness interest of the
mamborahiy of the bona Nele teude, morehant
B prolvsslonal assoelation; und

B “principnl payroll”, meats ol lony tht
BN of the totul puvroll for the preceding pol
E)’NH oy, In the case of un et lovet who

i

o preceding full-vear's puyroll, not less
1 81% of estimated annual payroll; prineipul
yroll or estimated unnual payroll shall not
dudy the arnual payroll of those employees
b forth i the standard exceptions contained
W the tules promulgated by the national coun-
Lol on compensation insurance.
History: L. 1082, ch. 168, § 1,
[ th 286,y 71, July 1.

: Bassarch und Pructice Aldlg
""hf'l! Compensution e= 1045
€.).5, Workmen's Compensation § 353(1) et ey,

Mttoryey General's Opinions

i U0 ol elaims fund cconnt to pay for specific unel -
p, POlo ercens insurance, 90-190,

LN CASE ANNOTATIONS
o Noted 0 diseussion of 44-558 1 determining when

”"""" pi' award 1 prelimimary heaping order post due,
i (‘i’w;gl)lxllll Petrolenm, 17 K.A.2d 195, 201, 826 P.2d

L. 1883,

: l.al‘:'ﬂlm. Sume; certificate of authority;
; lﬁ?|m.mu“' Application for u certificate of au-

pu:: ty to operate o grnu‘y-l'umlcd workers com-
- Satlon pool shall be mude to the
Missioner of insurance not less thun 60
lz" 13_10!"}0 the proposed inception date of
]UWlﬁm-j' Ihe application shall include the fol-

W A copy of the bylaws of the proposed
e 4 copy of the articles of incorporation, if
u“!:, l{nd a copy of all ugreements and rules of
: Proposed pool. If any of the bylaws, articles
:.. Ehahlcnrpm'utiml, agreements or rules are

it lu'ﬂgml, the pool shall notify the commis-
i oner within 30 days after such change.

v_;-‘é;; the A copy pi' the trust agreement securing
i ]l’“YITlenl of workers compensation benefits.

e tl‘l{st agreement is changed, the pool

T notify the commissioner within 30 days
e such change.

Ee‘; Designation of the initial board of trus-

4 th‘tnd administrator. When therq is a change

oh e membership of the board of trustees or

nge of administrator, the pool shall notify

Wolkichy COMPENNSATION

rl‘.nl’n“ﬂ

the commissloner within 30 duys after wieh
{Illllljr_l-

flh ”11- ;nilhr"lw wht‘ll' |'11!' il!l!l'!'i llmt e
wordds of the pool will be maintalned ot all
teros. 1 this acddress 1s chunged, the suol yhall
potify the commisslone wll‘!ln au0 :‘nw hte
atich chunge.

(#) A Individual application fot wieh 1t
member of the pool. Tach individual applics.
ton shall inelude o current cortifled Arinnelal
statoment on o form approved by the com.
tmlssloner.

(h A current certifled finanoinl  statement
ot i form approved by the commissione show-
ing that (1) the combined net worth of all e -
bers applylng for coverage on the inception
date uﬂ the pool 1y In an amount not less thun
1,000,000 in the case of @ pool meeting the
roduirements of subsection (a) of K.5.A. 44-
581 and amendments thereto, or (2) the com-
bined net worth of all membets applying for
coverage on the incepton date of i.fw pool 1y
11 an amount of §1,250,000 in the vase of
pool meeting the requirements of subsection
(b of K.5.A. 44-581 und amendments thereto.

(1) A current certified financial stutement
on o form approved by the commissioner show-
ihe the financial ubility of the pool to meet its
obligations under the workers compensation
net,

(h) Evidence that the annual Kansas gross
sremium of the pool will be (1) not less than
4250,000 in the case of a pool meeting the
requirements of subsection () of K.5.A. 44-
581 and amendments thereto, or (2} not less
than $500,000 in the case of u pool meeting
the requirements 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 compensution Insurance.

() An indemnity sgreement 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.

() (1) Proof of payment by each member
of a pool, which meets the requirements of
subsection (1) 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

829
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thereto, of not luss than 35% of the estimated
anual premium into o deslgnated depository,

(k) A copy of the procedures adopted by
the pool to provide services with respect to
utiderwrting matters and sifety shgineerng.

M) A copy of the procedures adopted by
the pool to provide urn{mu udjusting and ro-
porting of loss data.

(M) A confirtmation of specifle and aggre-
gute excess (hsuratce, veeopt that, in the case

of 4 pool wuthorzed under subsection (b) of

K.8.A, d4-B81 and amendments thereto, such
pool shall malntain an aggregate excess polic
with a limit of not less than #2,000,000 whh:i:
attaches at no more than 125% of standard
premium,

(1) Aty other relevant factors the commis.
stoner may deem necessary,

History: L. 198, ch. 166, § 2; L. 1999,
ch, 286, § 72; July 1.

44800, Same; Irvevocable consent; sory.
lee of process on commissioner of insurance.
Every group-funded workers' compensation
pool applying for authority to operate u pool
in this state, as a condition precedent to ob-
talning such authority, shall file in the insur-
atiee department o written (rrevoeable consent,
that any action may be commenced aguinst
such pool in the proper court of any county
in this state (n which the cause of action shall
arise or (- which the planttf may reside by
the servive of process on the commissioner of
Insurance of tlfnls state, und stipulating and
agreeing that such service shall be taken and
held in all courts to be as valid and binding
as i due service hud been made upon the
trustees or the administrator of such pool. The
consent shull be executed by the board of trus-
tees and shall be necompanied by o duly cer-
tified copy of the resolution passed by the
trustees to execute such consent,

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

A4584.  Same; certificate of authority,
renewal, suspension, revocation; examina-
tions. (1) The application for a new certificate
or a renewul of an existing certificate shall be
signed by the trustees of the trust fund created
by the pool. Any application for a renewal of
an existing certificate shall meet at least the
standards established in subsections (f), (g), (h),
(i), (), (k), (I, (m) and (n) of K.5.A. 44-582 and
amendments thereto. After evaluating the ap-
plication the commissioner shall notify the ap-
plicant that the plan submitted is approved or
conversely, if the plan submitted is inadequate,

the commimtoner shull then fully sxplan to
the ulapliuum what additional rmlulmnmutn
ust be met, Hf the nippllcnuun Iy ¢ “inlud. the
ll]l'lpllulll{ shll have 15 days to muke an ap-
plication for hearing by the commissioner after
servive of the dental notiee, The hearing shull
be eonducted In peeordunce with the provistons
of the Kansas administrative provedure et
() ANl cortiheates granted hereynder shall
explre on Aptil 30 of such year unless sooner
suspended or revoked by the vommissloner.,
(£) Whenever the commistoner shall desm
It fecossury the commissioner may muke, or di-
toet to be tmade, an examination of the s
and Ananctal condition of uny pool, except that
otiew every five yeurs the commisstoner shall con-
duct un exumination of the alfurs and Anancdal
condition of each pool. Each pool shall submit
i cettified independent audited Anancial state-
ment no later than 0O days after the end of the
pool's flscal your. The fAnanclal statement shall
Include outstanding reserves for clams and for
clutms tneurred but not reported, Kach pool shall
file payroll rocords, aceldent experience und
compensition reports and such other reports and
statements at such Hmes and in such manner s
the comtnissioner shull require. Whenever it ap-
pears to the commissioner from such examing-
tHon or other satisfactory evidence that the
solvency of any such pool 15 tmpaired, or that
It is doing business in violation of any of the
laws of this stute, or that its affalrs are i an
unsound condition so us to endanger its ability
to pay or cause to be putd the compensation in
the amount, manner and time due as provided
for in the Kunsas workers compensation act, the
commissioner shall, before Aling such report or
muking the same public, grant such pool upon
reasonable notice a hearfng in accordance with
the provisions of the Kansas administrative pro-
cedure act, and, if on such hearing the report
be confirmed, the commissoner 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
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-
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ander K.5.A. 40-222b and amendmenty
nln, ! the provislots shull n1;g~1\- to group
whor' cotipatsnton 1uuyl-|

Mistory: L. 1089, ch. 168, § 4; L. | HHH,

am, b 141 L. 1992, ch. 39, § 1 Aptil 18

“ALBHB,  Sume; premiuts stintributions
sl of premiume; pefunds, (1) Premium
witributions Lo the ||un| whull be buged upon
Woroptate munual classifleation atied  rates,

i'u or minuy npp“rnl;lr uxperiehee eredits ot

lte, and inus any atlvanee diseount ap
moved by the trustees, not to areeed 15% ol
manual premium. The pool must use rtiloy,
dassifications und tates as promulgated by the
' weHonal counell on compensation MU FRHEE
md must report premium atidd Toss data to o
ming organization.

) At least 70% of the annuul premium
thalf be p]nr't-d into a destgnated depository for
the sule purpose of paying claims. Thiy shall
b eafled the claims fund aeeount, The re-
muning unnual premium shall be placed into
t destgnated depository for the payment of
ey, ooy and ucdministrative costs, This shall
. be called the acdministrative fund account,

() Any surplus moneys for a futed vour In
oens of the amount necessary to fulfill all

bligations under the workmen’s compensation
mt for that fund vear may be declared to be
tefundable by the trustees not less than 12
months after the end of the fund year, upon
the upproval of the commissioner. Such ap-
proval can be obtained only upon satistactory
me‘igt‘-u that suffelent funds remain on de-
ll:“!ﬂ for the payment of all outstanding cladms
el expenses, including incurred but not re-
borted olaims. Any such refund shall be paid
:’“Y to those mnrlpym-s who remained partie-
nl’,!“lt.s in the pool for un entire year. Payment
b previously earned refunds shall not be con-

igent on continued membership in the pool.
History: 1,. 1983, ch. 166, § 5 July 1.

Al -

Morney General's Opinions:

-, 50 of elaims fund account to pay
Kate excesy (nsurance, BO-138,

lne‘l:::'ﬂ'l!”' Same; premiums; use; invest-
- ‘S-‘lhe trustees shall not ut}llze any of the
o, eys collected as premiums for any purpose
elated to Kansas workers’ compensation.
e“;:ﬂ'!s not needed for current obligations may

: uul\i)ested by the trustees. Such investments
ol i .ﬁ limited to bonds or other evidences
0 thL tedlncss l:';sued, assumed or guaranteed
“E’,encc Unl?ed States of America, or by any
iy Y or instrumentality thereof; in certifi-
s of deposit in a federallv insured bank; or

for specthic and ag-

Weitikichy CoMPENSATION

Ad-B0H

i1 wharey or savingy deposits iy oo fodsrally 1n
wured saving and loun wssoelaton
History: L. 1083, ch. 188, § 6; ’||||\ |,

A4.B0T, Sumey group tuntded  workory’
sutnpensution pooly foe Funds xpense of nd
ministrntion, wanesatnonts, The expepse ol the
administration of the groyp lmu{u-(l workers'
cotnpensation pooly shall be fnaneed In thie
followlng manmet

) There (s hereby created in the stute
trosury o fund to be valled the group-funded
workers' compensatiot pooly fee fund. All
atnounts which are required to be puld from
the group compensition pools fee fupd for the
oberating expenditures ineldent to the admin-
istration of the group-funded workers” com
sutisaHon pools shall be patd from the group
"nmir-cl workers' compensation pools fee Fund.
The commissionet of Insurance shall be re.
sponsible for administering the ;:rmw»hlmluri
workers' compensation pools fee funt and all
puyments from the fund shall be upon warranty
of the director of accounts and reports lssuet
pursuant to vouchers approved by the com-
missloner of insutance or 4 Person or Persony
designated by the commissloner.

(b) The commissioner of insurance shall es-
Hmate as soon us practical after January 1 of
euch veur the axpenses fecessary for the ad-
mintstration of the group-funded workers' com-
pensation pools for the fiscal year beginning
o lIuly 1 thereafter. Not later than June 1 of
euch yoar, the commissioner of Ingurance shall
notify all such group-funded workers' compen-
sation pools of the amount of each ngsessment
imposed under this subsection on such group-
funded workers' compensation pools and the
same shall be due and suyuble to the com-
missioner on the July 1 l‘oﬂnwiug.

(¢) The commissioner of insutance shall re-
mit all moneys recelved by or for such com-
missioner under this section to the state
treasurer. Upon recelpt 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.

A4-BBB. Same; premium tax; payment. In
addition to the fees required to be paid in
K.5.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




A4:D0 B

(b) of K.5.A, 44-BHd uy Nled by the nationu
eoutiel] of compensation nsurunce ut the rate
of 1% per annum applied to the collective pay-
roll of hil.‘ pool for ll]m sreveding calondar yeur,
In the computation n!l the tax, ll pools shall
be entitled to deduct uny annual Kansay gross
protiums returtied ot seeount of cancellation
or dividends returned to members of such

pools oy uxlmnditurcs used for the purchase of

specific and uggregate vxeesy Insuratice, s pro-
vided 1n subsection (m) of K.5.A, 44.562.
History: L. 1083, ch, 168, § B; July 1.

44B00,  Sume; ussessmonty; subject to ar.
Helo 24 of chaptor 40 of Kansuy Statutes An-
notated. () Kuch lHeensed pool shall be -
sossed annuully as provided by K.8.A. 74.713
K.5.A. 44-5884, und amendments thereto, and
K.5.A. 44.588,

() Bach leensed pool shall be subject to
the provisions of urticle 24 of chapter 40 of the
Kunsus Statutes Annotated,

History: L. 1083, ch, 166, § 9; July 1,

44800,  Same; now members; applica-
Hony termination. (u) After the tnception date
of t\w group-funded workers’ compensation
pool, prospective new members of the pool
shall submit an application for membership to
the bourd of trustees or tts administrator. The
trustees may approve the application for mem-
bership lpur:auunt to the bvlaws of the pool.
The application for membership and approval
shall then be filed with the commissioner.
Membership tukes 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-
stoner within 10 days and shall maintain coverage
of each cancelled or terminating member for 30
days after notice to the commissioner or until
the commissfoner gives notice that the cancelled
or terminuting member has ﬂmcured workers’
comiensuuon and employer’s liability insurance,
whichever occurs first.

History: L. 1883, ch. 166, § 10; July 1.

44-6D1. Same; board of trustees; duties.
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 sﬁall consist of not less
than three nor more than 11 persons whom a
pool elects for stated terms of office to direct

_LABOH AND INDUSTHIES

the udministration of a pool, and whose duties
Inelude approving upplications by new mem.
bury of the pool. The majority of the trustess
must bo members of the pool, but o trustes

muy not be an owner, offleer or cm-lpluruu of

iy service agott or representative, All trus.
tees must be residents of thiy stute or oficets
of corporations authorized to do busthess in
this stute. ‘The board of trustees of each Rund
shall tuke all nevessury provautions to safeguad
the wssets of the fund, meluding wll of the ol
lowing:

()  Designate an administrator to adminly-
tor the fnanelal affslrs of the pool who shall
furnish u Rdelity bond to the pool 1n un amount
suffiient to protect the pouf agadnat the mis-
approprintion or misuse of uny moneys or se-
cutities, The commissloner shall determine the
umount of the bond and the administrator shall
file wvidence of the bond with the ecommis-
slotier. The bond 1y one of the conditons re-
quired for approval of the establishment and
continued operation of a pool.

() Retain control of all moneys collected
or disbursed from the pool und segregate all
moneys into o claims fund sccount and an ad-
mintstrative fund secount, The amount allo-
cated to the claims fund aceount shall be
sufficient to eover puyment of any sggregate
loss fund as defined in the aggregate excess
policy. Only disbursements that are credited
toward the aggregate loss fund are made from
the cluims fund account. All administrative
costs and other disbursements are made from
the admintstrattve fund account. The admin-
Istrutor of the pool shall establish o revolving
fund for use by the authorized service agent
which is replenished from time to Hme 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.

() 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
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
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Woilkkls CoMPENSATION A4B00

the nuture und purpose of the loan and ob.
tulning upproval From the commibsione

( the bourd of trustees may delegate a
thotty for spectie functons to the administe
tor of the pool. The functions which the bourd
ity telegate inelude such mutters s contraet
g with u ssrvive agent, determining the pro.
mium chargenble o and vefunds payable to
membery, Investing surplus moneys and ap-
sroving applications for membership, The
wurtd of trustees shall ulu*n-l“ml”r define all
authority it delegates in the written minutes
of the trustees' meetings. Any delegation of
authority 1y not effective without a formal ros.
olution pussed by the trustees.

History: L. 1983, ch. 186, § 11; July 1.

CANE ANNOTATIONS

L Noted in digeussion of 44588 0 determining when

paytionit of wward In preliminary hearing order pust due.

Stout v, Stxon Petroleum, 17 K.A.2d 195, 201, 438 P,2d
118y (19ug),

44.802, Same; Heensing of persons solle-
ing workers compensation Insurance. Any
person soliciting the business of workers com-
pensution nsurance for a group-funded work-
ors compensation pool must be licensed uy
lﬁ't‘lvlrlutllin K.5.A. 40-240 through 40-243, and
amendments thereto, except that no such per-
1on shall be required to satisfy the certification
feduirements rogarding msurance companies
lli'nvldlng reinsurance, secondary insurance, or
reess coverage.

History; 1., 1983, ch. 166, § 12; L. 1983,
ch. 286, "5 7, July 1.

44593, Reorganization of pool agree-
ment under 12-2216 et seq. Any municipuli-
ties, us defined by K.5.A, 75-6102, and amend-
ments thereto, who have entered into an
Ereement to pool their labilities for Kansas
l‘:’Ul:‘ ers compensation benefits and employers’
{1 llity under the provisions of K.5.A. 44-581
E seq., und amendments thereto, prior to Jan-
h:“’y 1, 1987, may seek to reorganize the pool-
mﬁé agreement under K.5.A. 12-2616 et seq.,
=] ﬂllillendments thereto. All nssets, liabilities
o the fund balance of each group-funded
% l;hers compensation pool shall be transferred
vl € pool seeking a certificate of authority
. er K.5.A. 12.2616 et seq., and amend-

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

History: L. 1993, ch. 112, § 1, April 15.
44:594, 44,595, Reserved.
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Abvisony counNoit,

A4:.000, Workers compensation advisory
vounell; composttion and appolntment; dutivs
and Funetons: annual orgunlenton; vote re
quired to adopt recommentdutions; closed
theeting of employer or employes represen-
tutlven; expense allowanees; specifleally s
signed studllos, () There s hereby sstablished
the workers compensation advisory counell,
The advisory counell shall be composed of the
divsetor of ‘workers compensation, or the di-
roctor's destgnee from the division of workers
cotipetisation, n representative of the Insur
ance Industry appointed by the commissioner
of Instranee, and 10 members who shadl be
n]t]mlnh'd by the secretary of human resources
it uccordance with thiy section, Flve members
of the advisory eouncl! shall be broadly tep-
resentative of employers throughout Kansas
that are under the workers compensation act
and shall be appointed us follows: One member
shall be appointed from a st of nominees sub-
titted to lﬁw socretary of human resources by
the Kunsus chamber of commerce and industry
and four members shall be appointed from
notminess submitted to the seeretary of human
resources by employers or other representa-
tives of employers or other employer organi-
zations, Five members of the advisory counel
shall be broadly representative of employees
throughout Kansas that are under the workers
compensation act and shall be sppointed as
follows: One member shall be appointed from
a st 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 be 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 couneil
shall serve at the pleasure of the secretary of
human resources, Any vacancy on the advisory
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




g body. Moneys tmuy be puld (mto such
gngetiott tessrve fund from uny source
i muy be lawfully ubilized for such pur-
o, Ineluding tranafers from the general
| ‘hom any special lability expense fund
sishliahed 1 aecordunce with the provisions
dK5.A 750110, or fom uny other fund or
punt program ueeount of the governmental
mil 1 rowsonable proportion to the eatimated
wnt of soll nauring the sk losses covered by
meh reserve fund, Such fund shall not be sub-
to the provistons of K.8.A, TH-2085 to 79-
1, elustve, und sets amendutory thereol
Impplmnenml therety, exvept that In muking
budget of such city, county or school dis-
tet, the amounts crmrlh-.d to and the amount
o hand i such reserve fund, and the amount
tpenicded therefrom, shall be included in the
mlud budget for the information of the res-
hts. Interest earned on the investment of
Moeys In such reserve fund shall be eredited
b uch fund.
(b)) 1f the governing body of any city,
Wanty or schuu'i district shall d:slermlne on an
tuarial basfs that money which has been
bed to such fund, or any part thereof, iy
W longer needed for the purposes for which
twas established, satd governing body may
et such amount not needed to the funds
O weouuts from which the money wus re-
lved, Any money so transferred shall be
keted in accordance with the provisions of
A, 70.2025 to 79-2007, inclusive, and acts
a Wendatory thereof or supplemental thereto,
History;” 1. 1980, ch, 145, § 2 July 1.
Crony Meforences to Molated Sections:
Unties, Insurance, see 19-212.

ity insurunce, ses 75-8111,
“:% ool digtricts, purchase of insurance, see ch. 72, ast,

M‘“""? Goneral's Opinions
g - Minugement resorve fund; city employees vacation
tiek lenve benefits. 82-262.

GROUP-FUNDED LIABILITY POOLS

A“gmv Genoral's Opintons;
0 of claims fund account to puy for spectfic and eg-
Bl orcens insurance. 80-136,

12:2006. Nome and citation of act; ap-
"E“tlon of 40-2200 and 40-2215. (a) K.5.A.
2616 through 12-2629 and amendments
treto shall be known and may be cited as
® Kansas municipal group-funded pool act.
40-) The provisions of K.5.A. 40-2209 and
o 2215 and amendments thereto shall apply
Municipal group-funded pools and all con-

.

~ INBURANCE

122010

truots tasued under the municipal group-Randed
pool set und umendments thereto,

History: L. 1087, oh, 74, B 1; L. 10891, ch.
184, b 4; July 1,
Attornsy Ganeral's Oplabons

Iitorlseal sooporation agreements; separate logal snti.
Hon; muntoipalies; sehool distriots, 014,

12:86017, Authorisution of munieipalitios
to pool Hahilties, pools not deemed Insurunee
and not mhjwl to ropulation except ma enum-
oruted, Five or more municipalities us defined
i K.5.A. T8-8108, and amendments thereto,
may enter into agresments to pool thelr la-
bilites for Kansas Bre, marine, inland murine
and allled lines, as defined In K.8.A, 40-801
uned amendments thereto, cusualty, surety ane
Ncdelity lnes s defned 1n K.8.A. 40-1108, and
amendments thereto, including workers' com-
pensation and employers’ lability, group sick-
nesy and acctdents, wa defined in K.5.A. 40
2000, and wmendments thereto, and e in-
suratios, us rogulated in K.5.A. 40-433, and
ametidments 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 Kansus Stututes
Annotated, except as otherwise provided
herein,

History: L. 1987, ch. 74, § 2; L. 1980, ch.
78, § 1; July 1.

Attorney Goneral'n Oplitons

intorfoeal covperation agreements; separate logal enti-
tien; municipalition; school districts, GlJ.

12:2018, Cortifionte of authority to op-
erate pool; application; hearing upon denial of
application. Application for a certificate of au-

ority to operate s 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
changed, the pool shall notify the commis-
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 notﬂz
the commissioner within 30 days after suc
change.

323
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) The uddresy where the books
pool will be mutntaned at
ed, the pool shall notly
comittissioner within 30 duys alter such
() Evidonce that the annual Kannus gross
ottt of the pool will be not less
I the categories deseribed
) through (4) of this sub-
Hy Insutanee under urtiols
the Kunsus Stututes Anno.
sleal dumage,
yaleal dumuge
ers’ competsation and em.
ty Insurance; (4) all cuspalty 1n-
suratce under artele 11 of o
Kansus Stututes Annotated o
uider cutogorios (2) und (3) above,
sleknoss and ucetdont nsuranes 1 ot
of fasue the unnual
coverage will be not o
(0) group ke insurance

250,000 for each o
In subpurugraphy (1
seotion: (1) Al
B of chupter 4
ercopt motor vehiele
(2) motor vehiele lubility un
insurunes; (4
ployers’ lubi
upter 40 of the
seept insuranes

vss premium for such
un 81,000,000, and
If at the dute of jaue
rage will insure at loast 0% of the
ble purticipants or the total wumber of r-
I exceed 600, The pool shall
within 30 days 1f the
or participa.
un that specifed in
the above categories

sots covered
notily the commis
minimum  promium quul
Hon requiremont fs loss th
8 subsection for any of
of insurance,
agreement binding the
to comply with the pro-
compensation act (f such
ﬁethe ]pool. For
rs of the pool
Fnyment of claims
the pool

ember thereof
visions of the workers
coveruge s to be provided b
f coverage, all mem
ntly lable for the
the extent of the assets
) A copy of the
the pool to provide s
underwriting matters and, with res
categories Identified in
through (4), safe

®) A copy o

e pool to provide ¢
cumulation of income

procedures adoﬁted by

subsection (d)(1)
engineering,

rocedures adopted by
mims adjusting and ac-
and expense and loss

ta.

(h) A confirmation that s
gate excess insurance provid
company holdin
thority is or wi
ption of risk by

pecific and aggre-
by an insurance:
a Kansas certificate of ay-
be in effect concurrent with
the pool, as selected
s of the pool, or ade-
roved lbyhatil]e coung
e pool shall no

days of any change
€ excess insurance

quate surplus funds as
missioner, in the pool.
the commissioner within 30
in the specific or aggregat

cartiod by the pool, For the burposes herwof
“surplus Funcls™ shall moun pobuied i
of the pool uhter reserves haye buen eatublished
for all kiiown und ineurred but not re e
losses of the pool cw]d ahter ull other lalilites
of the poul, Incly Jm unearned promium re.
serven, have beon deducted Bom ok wsels
The torm “adwguate surpluy fands” shall mew
the amount necossary for the pool to fund 1
sell-naured obligations.

(1) ARer svaluating the application the com.
tisstoner shall notly the applicant 1 the plan
submitted iy tnudwguate, fu y wapludning to the
upplicant what additional ratjulrements st

e thet. IF the upplication 1 dented, the o
phicant shall have 10 duys to muke an appll-
cation for hearing by the commistoner after

o dental notee 1 revetved. A record shal
he mude of such hearing, and the eost thereo!
shall be wssessod ugainat the apiplicant request-
ing the hearing,

() Any other relevant fuctors the commis-
sloner may deem necessary,

History: L. 1087, ch, 74, § 3; L. 1680, ch.
76, § 2; L. 1091, ch. 80, § 1; May 23.

12:2019.  Irrovocuble consent for service
of process on commissioner of fnsurance.
Every group-funded pool upplying for authority
to operate w pool in this state, us a condﬂiﬁ"
precedent to obtaining such authority, shall file
in the insurance department o written lrrev-
ocable consent, that any uction may be c""",;
menced against such pool in the proper co
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, ;':"
stipulating and agreeing that such service s l
be taken and heﬁeln all courts to be as v .
and binding as if due service had been me h
upon the trustees or the administrator of ’“ﬁe

l. The consent shall be executed by !
E:zrd of trustees and shall be accompanied e"i
a duly certified copy of the resolution pass
by the trustees to execute such consent.

History: L. 1087, ch, 74, § 4; May 28.

12:2820. Certificate of authority Bl"‘"t'::
on perpetual basis; examinations; sul:mluiﬂ|l
of financial statement and reports; susponsi¢
of certificate, grounds, hearing; revoclﬂ"n_’
dissolution or injunction of pool. (a) All "e;l
tificates granted hereunder shall be perpett .
unless sooner suspended or revoked by th
commissioner or the attorney general.

() Whenever the ¢
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(b) Whenever the commissioner shall deem
Lnnmmw the commissiotier tay take, or
oot by b mude, an examinution of the alfiudry
v el the Auuncial condition of any pool, except
| oce wvery flve years the comminioner
b shall conduct wn pxusmination of the atfirs und
" o Aunets] condition of each pool. Euch pool
dall submit a cortthed incopendent audited
* Duanel] staternent yo later than B0 duys uiter
tho el of the Ascal yeur. The Anancial state-
went shall Inelude mllnlumlmq roserves for
daimy and for elaims Incurred but not re-
ported, Kach pool shall Ale reports w to in-
witie, expenses and loss data ut such tines
il I sch manner as the commissioter shall
mguire, Whenever it appears to the comnis-
dotier from such examination ot other sutis-
oty evidence that the ability tv pay current
ud future claims of uny such pool ds impaired,
o that 1t 1y dolng business in violation of uny
the laws of this state, or that ity affairs are
I wy unsound condition so ws to endanger fts
by to puy o cause to be (!mld claims In the
uotnt, punner and Hme due, the commis-
tloner ghall, hefore Rling such report or making
¢ e public, grant such upon reason-
lo notice o hearing, and, Iﬁ!ot;)n such hearing
'h:“'etlurt be confirmed, the commissioner
: hnusYend the certificate of authority for
h'f“ pool untll fts ability to pay current and
ture clatms shall have been fully restored and
m" liws of the state fully complied with, The
deilllmluiuner may, If there 1s an unreasonable
ot I testoring the ability to pz clatng of
| v‘;i pool and in complying with the law, re-
e the certificate of authority of such pool
o 0 business in this state. Upon revoking any
lnﬁ cortificate the commissioner shall com-
" Meate the fact to the attorney general,
05 duty it shall be to commence and pros-
lueltla an action in the proper court to dissolve
pool or to enjoin the same from doing or
mhlllcting business in this state. The com-
i Sulmler of insurance may call a hearing under
thle'A' 40-299b, and amendments thereto, and
i PTovisions thereof shall apply to group-
e pools,
History, 1, 1987, ch. 74, § 5 May 2.

12,2621, Premium contributions, deter-
. tion, deposit and wse; refunds. (a) With
I:e'-‘t to the categories of coverage descri
Mlﬁlbpmgmphs (d)(1) through (4) of K.5.A.
"Jntﬁm’ and amendments thereto, premium
- ibutions to the pool shall be based upon
Propriate manual classification and rates,

e

N
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12:2022
plus or minus upplicable experience credits or
dobits, und minus uny advance disegunt ap-
proved by the trustees, not to exceed 25% of
wanunl premium, The pool shall use rules,
clusstReations and tates ws promulgated by the
nutional councll on compensation insuranee for
workers' compensution, Premiutm contrbutions
to the pool for all other lines of insurance sh
be bussel on rates Aled by a leensed ruting
organization or oh rates of certain tomputios
fling rates with the commisstoner and up-
Ijruved by the commissioher for the pool. In
lou of the l'orm'nln . the bourd of trustees may
determine such elusstfieation, rates and dis-
counts us approved by the commissioner.

Premium contributions to uny pool providing
lifis insutanece or any pool providing group alck-
nesy and sccident insurance s ﬁeucribed In
K.5.A. 12-2617, and amendments thereto,
shall be based on sound actuarial principles.

() An amount equal to at least 70% of the
annual premium shall be maintained in a des-
hﬁmlad deposttory for the purpose of paying
cluims tn u claims fund socount, The remaining
annual premium shall be placed into o destg-
nated deposttory for the payment of taxes, fees
and athministrative and other operational costs
in an acdministrative fund account,

() Any moneys for a fund year In excess
of the amount necessary to fulfill all obligations
of the pool for that fund year, including any
obligation to retain adequate surplus funds, us
defined by subsection (h) of K.5.A. 12-2618,
and amendments thereto, in leu of specific and
ng[t:gnte excess Insurance, muy 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. Pagement of previously earned
vefunds shall not be contingent on continued
membership in the pool,

History: L. 1087, ch. 74, § 6; L. 1880, ch.
76, § 3; L. 1991, ch. 60, § 2, May 23.

12:26822. Same; investments, The trust-
eos shall not utilize any of the contributions
collected as premiums for any purpose unre-
Jated to the pool. Moneys not needed for cur-
rent obligations may be invested 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 federally insured bank located in Kansas; or
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UMY AND MUNIGIPALITIES
In shures or uwlnrnl duposits 1 a federally th- 1% por wnpum upplied to the
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tolloetve Pre.

sured suvings und loay wsvelution locuted 1 wum reluting to wll Kusaus metbery of the
Uhaa, pool for the rrumlhm Hacal your, I the com.
History: L. 1087, ch, 74, § T, Muy 94, puttion of the tas, all pools shal] by enttled

. to deduet uny anmual Kupaus o premiums
IR3080, Group-hunded pools foo fund, toturtiod on weount of eanee Inumf or divi.
paytont of operating esponditures; exponses i “J ol s oF 1k ol
of udministration, Haneamonty, Jmpmll of W Bdit” urte ti’r""’:r ore 0-1 ""“|"’" J'I!!l”
rutmittunces, The expense of atate supsryision e “'”: dse S i WAl o i .
of the group-funded pools shall be fnunced ‘"‘ "5?'“”"1" xona mummu.lgu pﬁ“’ wrh g
the Ihlr:mrm et :‘;‘a’t’:a“ t‘}t::rélz of K.5.A. 122618 und amend.
() There Iy horoby croated in the stute ' ‘
trowstry u fund to be callod the group-funded m“;""_r"h'd Lh{fﬂﬂ‘l, ch 4, §9; L. 1691, ch
{wuln feo fund. All umounts which are required % § 3 May 23,
v be putd from the group-funded pooly fue 122028, Pyl subjoct to additonal w.
tund for the operating expotditures ineldent by seantonts und cortain provistons of chapter 40
the supervision of the group-funded pools shall  of Kangus Statutes Annotuted, workers com.
be patd Brom the group-funded pooly fue Rund, potaution excoption, (u) Each pool shall be w.
The commisstoner of inyurance shall be re- sessed annually provided by K.5.A. 44-566a
spomsible for administering the group-funded  and 74-713, and amendments thereto,
pools foe fund and all paytments from the fund  (h) Raoh proposed and authorized pool and
sl be upon warrants of the director of ge-  each berson representing such proposed or au-
counts und reports (sued pursuant to vouchers  thorized pool shall be sy joct to the provisions
upproved by the commissioner of insurance or of urticle 24 of chapter 40 of the Kansas Stat-
A person or persons designated by the yiey Annotated, .
comminsioner, (€) Euch pool shall be subject to the pro-
(b) The commissioner of imsurance shall es-  visiony of K.5.A. 40-246h to 40-248e, inclusive,
Himate as soon as practical afer Janvary 1 of  and amendments therety,
euch year the expenses necessury for the su. (d) Whenever a pool is avallable pmvldl:}g
pervision of the group-funded pools for the Hs-  workers compensation coverage Lo o statewl ke
cal yoar beginning on July 1 thereafter, Not group of municipalities, the premium on work-
later than June 1 of each year, the commis- epy compensation coverage written on munic-
stoner of insurance shall no such group- — fpalities eligible to become members of suc
funded pools of the amount of eagh assessment  pool by an insurer shall pot be cfamulder\‘a‘:}i n
imposed under this subsection on such group-  the determination of any assessments leviec BY
funded pools und the sume shall be due and  the Kansus workers compensation plan "’“d_
Eﬂrnble to the commissioner on the July 1 lished pursuant to k.54 40-2109 and amen
owing, ments thereto, |
(c) e commissioner of insurance shall re. History: L. 1087, ch, 74, § 10; L. 1991,
mit all m:al:mya recefved by anfor such remlt; ch. 60, § 4; May 23!
tance to the state treasurer, pon receipt of ip in
any such remittance the state treasurer l:hnll ll’ "3436. Application fz‘; mem?;::l"'l: or
deposit the entite amount thereof in the state  POO% nﬂen F“H“’ :‘ppt'i'”" } t"ﬁer the in-
treasury to the credit of the group-funded pools Chucelln d‘:“ o fp:hruepa on. (4 d pool, pro-
fee fund. :gsgt?re ne:: lgumbzrfr:fu&? [;]o:l shPil‘l’lo”“hmﬂ
History: L. 1987, ch. 74, § 8; May 28, an application for membership, to the board :f
12:2824. Gross premium tax, rate, puy- trustees or fts administrator, ¥he trustees m r)-,
ment; deductions for cancellations and diy. approve the application for membership PV
dends. In addition to the fees required to be " suant to the byrnws of the pool. 4
paid in K.5.A. 12-2622 and amendments  (b) Before the time that membership “}or
thereto, and as a condition precedent to the group funded pool is granted, the applicant ”
continuation of the certificate of authority pro-  such members p shall be provideg a writte
vided in this act, all group-funded pools s notice stating that: (1) The group funded Pﬁ:’e
pay no later than 80 days after the end of each is not an insurance com any subject to p
fiscal year a tax uémn e annual Kansas gross general laws and rules and regulations relatin
premium collected by the pool at the rate of to insurance companies; and (2) the grovP
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Ined pool 1s subject to sepurate regulution
the ‘(umun Insutunieey departmoent as au-
Haed by state stutute and cannot commence
otinue operutions without o certioate of
mthority, Such authorzation does not conshi-
It uts wridoravment or tecommendation of the
wyoragy 'mwhlnd.
b (v) 1m ividual members may eloct to tor-
mnate thelr purtielpation n u pool or be sub.
ot to cuncellution by the pool pursuant to the
lws of the pool, On terminaton or cancel-
0 of i wnrl'mru' compensation member, the
ool ahall notify the diviston of workets' eom-
petmation within 10 duys and shall madntain
' wveruge of each cancelled or terminating
mottiber for 30 duys ufter notice to such di-
Hlon or untl such division gives notlce that
caeollod or teeminating member has pro-
wred workers' compensation and employers’
ity insurance, whichever oceurs frst,
Hitory, L. 1087, ch. 74, § 11; L. 1091,
oh. 60, § 5, May 23.

122027,  Board of trustees of pool, qual-
WBeations, duties; administrator, bond; audits;
trodit trunsuctions; delegation of authority
ﬁ rd to administrator, To ensure the
* Dwanctal gtability of the operations of sach
« Boup-funded pool, the board of trustees of
Meh pool 1y responsible for all operations of
® pool. The board of trustees shall consist of
W0t lews than three persons selected aceordin
e bylaws of the pool for stated terms o
te to direct the administration of a pool,
Ml whoge duties include approving applica-
s by new members of the pool. The ma-
Iotity of the trustees must be a member of the
Boverning body or an officer or employee of
Members of the pool, but a trustee may not
i owner, officer or employee of any service
Ment or representative. All trustees shall be
"esldents of this state unless the pool was
ed on or before January 1, 1980, in which
vent the number of Kansas resident trustees
o the pool must be that percentage of all trust-
®5 of the pool that equals the percentage of
© number of Kansas lives covered by the pool
respect to all lives covered by the pool
™ the last day of the prior fiscal year of the
"eration of the pool. The board of trustees of
Cach fund shall take all necessary precantions
safeguard the assets of the fum:\{J including
of the following;
\ %) Designate an administrator to adminis-
“r the financial affairs of the pool who shall
Mish a fidelity bond to the pool in an amount

INSUMANC

122020
dotormined by the trustees to protest the pool
apgadtint the missppropration or misuse of an
mwoneys oF sscutitios, The administeator shall
file ovidenee of the bond with the commls-
stoner. The bond shull by one of the conditions
roulred for approval of the establishiment and
continued operation of a pool. Any adininls-
trator so deslgnated shull by o resident of Kan-
s I an individual or shall be suthorzed to
do business in Kunsus f 0 corporation,

( ? Hotuin control of all mopeys collected
or disburaed fom the pool and segrepgate ull
oneys Into a clams fund secount and an ad-
minbtrative fund sccount, ANl administrative
costs and other dishursements shall be made
from the sdministrative fund sccount. The
trustoes muy estublish a revolving fund for use
by the suthorized service agent which iy re-
)ﬁmluiwd from Hme to Hme from the clums
und account. The service agent and Ity em-
ployees shall be covered by a Adelity bond,
with the pool as obligee, in an amount sufh-
clont to protect all moneys placed in the re-
volving fund,

(¢) Audit the sccounts and records of the
pool unnvally or at any time as required, The
commissioner shall preseribe the type of audits
and o untform aceounting system for vse by
poul und service agents to determine the ability
of the pool to pay current und future claims,

d) The trustees shall not extend credit to

individual members for any purpose,
() 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 J:e 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-

roving applications for membership. The
gourd of trustees shall spectfically define all
authority it delegates in the written minutes
of the trustees’ meetings. Any delegation of
authority shall not be effective without a formal
resolution passed by the trustees.

History: L. 1987, ch. 74, § 12; L. 1989,
ch. 65, § 1; L. 1891, 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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122480
————

ront lHosnoe wuthorzing such puraon to el
ouch line of tnsuranee offered for sale An
}mrwn lewnsed for the kinds of insuranee of.
oted by the pool shull be deemed to be wer.
Hhod by » wu‘?mw for the kinds of Insurance
pormitted by the pool,

History: L. 1087, oh, T4, 0 19, L. 1w,
ch, 80, ?7; Muy 24,

122080,  Commisstoner of Inuranes to
provide advice and counsel 1o | ROvorn-
munts, The commissloner of inaurance shall
ke such rocommendations a doomed ad.
visable to wssist Kumsus | Bovernments In
the efective, efficlont and R ly sound op-
oration of any proposed group-funded poul,
Within the e and resouress uvalluble, the
degnﬂment of insurance shall provide advice
and counsel to any group-Runded pool.

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

12:20280. Allowing munielpalities in
uglas, Johnaon, Lonvenworth, Minmi and
Wyandotte counties to pool with munieipalitios
ontside of state, Notwithstanding the provi-
slons of K.8.A. 12-2618 through 12-2620 une
umendments thereto, ung municipalities as de-
fined 1n K.5.A. 75-6102 and amendments
thereto, located in and including Duu(flus.
Johnson, Leavenworth, Miami and Wyandotte
counties, may qualtfy to enter into ugreements
to pool their sickness and uccident related )i
abilities in accordance with K., A 12-2617 et
seq. and amendments thersto with municipal-
ities located in other states {f such a poul was
formed on or before January 1, 1990, Any fn-
vestments held by such pool shall be held
an entity described in K.5.A. 12-2622 and
amendments thereto, In the event the law or
laws of any other state in which a member of
e pool 15 located are inconsistent with or
con to any provision of K.5.A. 12.2617
throu 12-2626, 12-2628 and 12-2620 and
amendments thereto, the law of the state with
e more stringent requirement shall apply.
History: L. 1991, ch. 60, § 8; May 23,

Article 27.—WATER SUPPLY,
WATERWORKS AND DISTRIBUTION
OF WATER

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

Cross References to Related Sections:
Districts in certain countfes, see 19-3501 to 19-352],

A2-2701. Definitions, As used in this act:

CHHES AND MUNIGIPAL TS

M The term “tiuntelpality” mouns uny ity
of the Hrst, sscond or third olas owhIng unel
operating u water distebution system oy any
township o improvement distret owhing und
operating o water distribution system. and
which eity, township oy improvement distrel
Iy located in u county having u population of
not less than thirty thousand (30, 006) nor more
than forty thousund (40,000) with un assessed
tuxuble tangible valuation of not less than aby-
etty-vight million dollars 78,000,000) not
ore than ninety million dollars (850,000, 000).

(b) “The term “governing body" us applied
to i ety means the mayor und counctl oy mayor
utel commisstoners, uy the case may be, and
ws applied to a township meuns the township
clerk, the township trensurer and the township
trustee ucting ws o bourd, and s applied to an
improvement distriet means the  of di-
reetnrsd of such improvement district acting s
i board.

() The word “corporation” means a private
corporation which iu,pgr contemplutes becomti
mﬁ. @ witer customer of a munfelpality an
which enters into a contract with such munic-
lpnhzr under the provisions of this act, or any
board of education, rura) high-school district,
community high-school district or common-
school district which 1s, or contemplates be-
coming, a water customer of a municipality an
which enters into a contract with such munie-
pality under the provistons 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 ente:
into contracts under the provisions of this ac
to remain in force us long s any bonds issued

y any municipality under the provisions ¢
this act shall be outstanding,

History: L. 1985, ch. 87, § 1; April 14.
Resonrch and Practive Atds,

Munlclm] Corporations e= 271,
C.).5. Municipal Corporations § 105],

Attorney General's Opintons,; .
Election expenses of candidates and organizations;
porting requirements applicable o counties, B1-129.

12-2702. Contracts for common supply
of water, Two or more municipalities, or "“‘f
or more municipalities and one or more cor
porations, are hereby empowered to enter int?
& contract, contracts or a series of contracts,
from time to time, to provide for a common
supply of water, inclu ing joint acquisition
construction, operation and maintenance of anY
and all sites, rights of way, easements, other
interests in real property, equipment and &
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story; L. 1955,
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Bullders' Assoclation
¢/ Self-lnsurers’ Fungd e e iowar s bo oxazin « katisas ot o il
TeEEttMONY - KANSAS BENATE Bitt 29 - JANUARY 25, 1995

KANSAS COMMERCE COMMI'TTEER

TIME:  BiOUAM PLACH : Capital bBullding
T"opeka, Kahsas

Ladles and gentlemen of the committee:

My name 1 Hoot Gibson, T am the Pfund Manager for the Bullders!'
Apsoclation Belf-Insurers Fund of Kansas, a Group BSelf PFunhded Workers'

Comipensation 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' Compensation premiums. Group Self Funhded Workers' Compensation
Poolg have helped a growing number of employers control theilr Workers!'
Compensatlon premiums through aggressive loss prevention/loss control
programs and have proven themselves to be a sound alternative to the

traditional Workers' Compensation marketplace.

Kansas Senate Bill 29 is ldentical to last year's Senate Bill 625 which
passed both the Senate and the House. Senate Bill 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 Pool's board of

aruaiy 23, 1798
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trustees to be selected according to the bylaws of the sald pPool. However,
Hehate Bi11 29 has two additional provislons. first, Senate Bi11l 29 amends
K.8.A. 44-585 by ho lohger requiring Pools to submit a renewal application
In order to obtalnh a hew certificate of authority. The vast majority of
the information requited by the current renewal application process is a
repetition of prior year renewal information. The present renewal
application process 1is time consuming and costly to both Pools and the
Kahsas Ihesurance Depatrtment. Finally, the information contained within the
rehewal application is audited by the Kansas Insurance bepartment when a
physical triennlal audit is conducted. Second, the lahguage in K.8.A. 44-
585 1is modified to conform with "“open rating" that does 1inhto effect in
Kaneas on June 1, 1995, Currently, rates are recommended by the MNational
Council on Compensation Insurance to the Kaneas Insurance Department,
Following public hearings and a complete review of the rates by the
Department, the Commissioner 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 Nccl 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
specific work classification without the overhead and profit of an
Insurance Company or Pool, The Insurance Company or Pool then applies
thelr overhead in order to fully develop the rate. The current Workers'
Compensation Pooling statutes must be changed to allow for this new format.
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.



We have previously met with the Kaneas tfhesutrance bepartment and discussed

all the provisions contailhed within Senate Bill 29 ih otder to obtain thelr
ihput.

We urge the committee to recommend Senate Bill 29 favorable for passage.
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o =2ch pool. Tarch pool shell submit 2 cemsified independent an-
i fn=nrial stztement no later than 30 d=xs =fter the end of the pool's o~

| yezr. The financial statement shall inclnde outstanding reserves for

clzims zng jor claims incurred but not reporied. Each pool shall file pay- RN §

toll records, accident experience and compensation reports and such
other reports and statements at such times and in such manner as the
rommissioner shall reguire. Whensver it appears to the commissioner
Fom such examination or other satisfactory evidence that the solvency of 3
zny such pool is impaired, or that it is doing business in violation of any

of the laws of this state, or that its affairs are in 2n onsound condition so
=s tp endanger ifs ability to pay or cause to be paid the compensation in ®\
the zmormt, manner znd time due as provided for in the Kansas workers
making the same public, grant such pool upon reasonable notice a hearing
in accordance with the provisions of the Kansas administrative procedure
rt, == ¥ ox speh hearing the report be confirmed, the commissioner
suspend the certificate of authority for such pool undil is sohency
shail have been fnllv restored and the laws of the stzte fnllv complied
with. The commissioner may, if there is 2n unreasonable delay in restoring
tne solvency of such pool and in complving with the law, revoke the
csrificate of authority of such pool to do business in this state. Upon
svpEing smy such cerfificate the commissioner shall communicate the
art 1p the stiormey peneral, whose duty it shall be to commence and
prosecute 2m artion in the proper court to dissolve such poal or to enjoin
the same from doing or transacting business in this state. The commis-
sioner of insirance may call 2 hearing 1mder K.5.A. 40-229b, and amend-

b4 w4

ments thereto, znd the provisions shall apply to group weskess" workers C - 5o s, T s R
compensation pools.

Sec. 2. X S A 44385 is hereby amended to read as follows: 44-585.
'z) Preminm contributions to the pool shall be based upon zppropriate
manual classification and rates, plus or minus applicable experience cred-
its or debits, and minus any advance discount approved by the trustees,
oot 1o exeeed 15% of mannal premium. The pool must use mles, classi-

e e e e promulgated by the national council rates Pl
T . e 1/ d o Cleres
G CpESAERN| RSy i g T = Such rates shall either be the rates apssewed 6/1/94
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or the prospective loss costs as defined in o
K.5.A. 40-1113c plus expenses necessary to administer
the pool. For purposes of subsection (b) the
prospective loss costs shall be presumed to be the
703 required to be deposited in the claims fund. _

If the pool has been in operation for more than five
‘years, the board of trustees may determine such rates
as approved by the commissioner.

e oL 7 [Zrrr=a
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s-smsmmmrsurd bethesemmissioner 2nd must 1Eport preminm

ssioner of insuronce, the annual premium to be designated
ostiory may be determined 1o be the net amount of premium



