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MINUTES OF THE HOUSE COMMITTEE ON FINANCIAL INSTITUTIONS AND INSURANCE.
The meeting was called to order by Chairperson Bill Bryant at 3:30 p.m. on January 24, 1996 in Room

527S-of the Capitol.

All members were present except: Representative Delbert Crabb
Representative Graeber
Representative Phill Kline
Representative Tom Sawyer

Committee staff present: Bill Wolff, Legislative Research Department
Bruce Kinzie, Revisor of Statutes
Nikki Feuerborn, Committee Secretary

Conferees appearing before the committee: Jean M. Schmidt, Kansas Insurance Department Fraud Unit
Patrick J. Morris, KAIA

Others attending: See attached list

Representative Bill Bryant asked for the introduction of clean up (technical) legislation for the State Banking
Commissioner (Attachment 1). This proposed legislation does not include any policy changes.

Representative Correll moved for the introduction of the proposal as a committee bill. Representative Dawson
seconded the motion. Motion carried.

Hearing on HB 2629 - Insurance agents or brokers, separate fund for clients’ funds

Jean Schmidt of the Kansas Insurance Department Fraud Unit presented testimony supporting the bill which
would prohibit co-mingling of money belonging to others entrusted to the insurance agent with the agent’s
own funds (Attachments 2.) She cited examples of insurance agents neglecting to forward customer
premiums to the insurance companies or diverting the premiums for their own use. In some instances the
insurance company is liable for any claims by the consumer but not so in cases of workers’ compensation or
extended lines policies. The bill would not require separate accounts for each company that the independent
agents does business with. All other licensed professions who have a fiduciary relationship with a customer
must keep separate the business and personal monies. Failure to segregate funds held in trust is grounds for
professional discipline and/or license revocation. Requiring agents to establish an account for receipt of
premiums would strongly deter misappropriate of funds by instilling and supporting a continuing
understanding of the agent’s role within these transactions.

The Committee discussed the alternative of requiring posting a bond upon licensure as errors and omissions
does not cover this type of shortage of funds. There are currently 4,000-5,000 agents in Kansas with 9 cases
affecting 70-80 consumers. Educational courses regrading the dangers of co-mingling the funds could be part
of the education curriculum and continuing education programs.

Patrick Morris, representing the Kansas Association of Insurance Agents, stated that the proposed amendment
provides no additional protection for the consumer as Kansas law now states that payment to an agent or
broker is deemed as payment to the insurer whether the payment was forwarded to the company or not
(Attachment 3).  Setting up separate funds will not stop dishonest agents or brokers from misappropriating
premiums. Inasmuch as most companies require that these funds be kept separate, the proposed legislation
will only affect small agencies by forcing them to maintain separate accounts and implement extra accounting
procedures. Mr. Morris asked the Insurance Department to provide the following information in support of
their request:

1. How many fraud cases of this nature are being pursued by the KID? Percentage of agents?
2. What is the procedure in other states?

Unless specifically noted, the individual remarks recorded herein have not been transcribed
verbatim. Individual remarks as reported herein have not been submitted to the individuals 1
d appearing before the committee for editing or corrections.




CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON FINANCIAL INSTITUTIONS AND INSURANCE,
Room 527S-Statehouse, at 3:30 a.m. on January 24, 1996.

3. Has the Department evaluated cost to agents for compliance? What will be cost to agents?

Mr. Morris did stated that KAIA would be willing to incorporate information regarding the dangers of co-
mingling and the fiduciary arrangement between agent/broker and consumer into continuing education
COurses.

Action on HB 2630 - Insurance agents or brokers, revocation or_ suspension of licenses
Pat Morris of KAIA presented a proposed language change in the amendment to the bill stating that when the
license of any agent is suspended or revoked, the broker’s license of such person is also suspended or

revoked (Attachment 4).

Representative Samuelson moved to amend the bill as presented. Motion was seconded by Representative
Correll. Motion carried.

Representative Cox moved to pass the bill out favorably as amended. Motion was seconded by Representative
Landwehr. Motion carried.

Action on HB 2632 - Insurance, countersignature requirements
Representative Dawson moved to pass the bill out favorably and place it on the Consent Calendar. Motion
was seconded by Representative Gilbert. Motion carried. '

Action on HB 2647 - Insurance agents, licenses and registrations

Patrick Morris, KAIA, presented prepared amendments which would reinsert the original language in the bill
regarding the definition of “inactive agent, ” how they should comply with continuing education requirements,
by adding “compliance to Page 5 line 20, and technical cleanup (Attachment 5).

Representative Correll moved to accept all amendments as presented. The motion was seconded by
Representative Humerickhouse. Motion carried.

Representative Landwehr moved that the bill be passed as amended. Motion was seconded by Representative
Samuelson. Motion carried. Representative Vickery asked to be recorded as a “NO” vote.

Representative Cox moved to approve the minutes of January 22, 1996. Motion was seconded by
Representative Landwehr. Motion carried.

The meeting adjourned at 4:45 p.m. The next meeting is scheduled for January 25, 1996.
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HOUSE BILL NO.

By Committee on Financial Institutions and Insurance
AN ACT concerning banks and banking; relating to certain
definitions; amending K.S.A. 1995 Supp. 9-519 and repealing

the existing section.

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

Section 1. K.S.A. 1995 Supp. 9-519 is hereby amended to read
as follows: 9-519. For the purposes of K.S.A. 9-520 through
9~524, and amendments thereto, and K.S.A. 9-532 through 9-539%
9-541, and amendments thereto, unless otherwise required by the
context:

(a) (1) "Bank holding company" means any company:

(A) Which directly or indirectly owns, controls, or has
power to vote 25% or more of any class of the voting shares of a
bank or 25% or more of any class of the voting shares of a
company which 1is or becomes a bank holding company by virtue of
this act;

(B) which controls in any manner the election of a majority
of the directors of a bank or of a company which is or becomes a
bank holding company by virtue of this act;

(C) for the benefit of whose shareholders or members 25% or
more of any class of the voting shares of a bank or 25% or more
of any class of the voting shares of a company which is or
becomes a bank holding company by virtue of this act, is held by
trustees; or

(D) which, by virtue of acquisition of ownership or control
of, or the power to vote the voting shares of, a bank or another
company, becomes a bank holding company under this act.

(2) Notwithstanding paragraph (1), no company:

(A) Shall be deemed to be a bank holding company by virtue
of its ownership or control of shares acquired by it in

connection with its underwriting of securities if such shares are
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held only for such period of time as will permit the sale thereof
on a reasonable basis;

(B) formed for the sole purpose of participating in a proxy
solicitation shall be deemed to be a bank holding company by
virtue of its control of voting rights of shares acquired in the
course of such solicitation;

(C) shall be deemed to be a bank holding company by virtue
of its ownership or control of shares acquired in securing or
collecting a debt previously contracted in good faith, provided
such shares are disposed of within a period of two years from the
date on which such shares could have been disposed of by such
company;

(D) owning or controlling voting shares of a bank shall be
deemed to be a bank holding company by virtue of its ownership or
control of shares held in a fiduciary capacity except where such
shares are held for the benefit of such company or its
shareholders.

(b) "Company" means any corporation, trust, 1limited
partnership, association o£ similar 5rganization including a bank
but shall not include any corporation'the majority of the shares
of which are owned by the United States or by any state, or
include any individual or partnership.

(c) "Bank" means an insured bank as defined in section 3(h)
of the federal deposit insurance act, 12 U.S.C. 1813(h), except
the term shall not include a national bank which engages only in
credit card operations, does not accept demand deposits or
deposits that the depositor may withdraw by check or similar
means for payment to third parties or .others, does not accept any
savings or time deposits of less than.$100,000, accepts deposits
only from corporations which own 51% or more of the voting shares
of the bank holding company or its parent corporation of which
the bank engaging only in credit card operations is a subsidiary,
maintains only one office that accepts deposits, and does not
engage in the business of making commercial loans.

(d) "Subsidiary" with respect to a specified bank holding
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company means:

(1) Any company more than 5% of the voting shares of which,
excluding shares owned by the United States or by any company
wholly owned by the United States, is directly or indirectly
owned or controlled by such bank holding company or is held by it
with power to vote;

(2) any company the election of a majority of the directors
of which 1is controlled in any manner by such bank holding
company; or

(3) any company more than 5% of the voting shares of which
is held by trustees for the benefit of such bank holding company
or its shareholders. |

(e) "Commissioner" means the Kansas state bank commissioner.

(£) "Kansas bank" means any bank, as defined by subsection
(c), which, in the case of a state chartered bank, is a bank
chartered under the authority of the state of Kansas, and in the
case of a national banking association, a bank with its main
office located in Kansas.,

(g) "Kansas bank holding company" means a bank holding
company, as defined by subsection (a), with total subsidiary bank
deposits in Kansas which exceed the bank holding company's
subsidiary bank deposits in any other state.

(h) "Out-of-state bank holding company" means any holding
company which is not a Kansas bank holding company as defined in
subsection (g).

(i) "Foreign bank" means any company organized under the
laws of a foreign country, a territory of the United States,
Puerto Rico, Guam, American Samoa or the Virgin 1Islands, which
engages in the business of banking, or any subsidiary or
affiliate, organized under such laws, of any such company.

Sec. 2. K.S.A. 1995 Supp. 9-519 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and

after its publication in the statute book.




Kathleen Sebelius

Commissioner of Insurance

Kansas Insurance Department

House Bill 2629
Hearing before the Committee on Financial Institutions and Insurance
January 24, 1996
Jean M. Schmidt
Kansas Insurance Department Fraud Unit
Testimony in Support

My name is Jean M. Schmidt. I am a staff attorney at the Kansas Insurance
Department and head of the fraud unit. I also serve as special assistant attorney general
for defense of actions relating to the department and for prosecution of a number of cases

relating to insurance fraud.

This is consumer protection legislation that is long overdue. The bill would put
insurance agents on the same playing field as every other professional or licensed person
who is entrusted with other people’s money. It would prohibit co-mingling of money

belonging to others entrusted to the agent with the agent’s own funds.

The Kansas Insurance Department is charged by statute and public interest to
promote, maintain, and regulate the practices of the business of insurance in the state of
Kansas. We are here today to do exactly that, promote good business. The effects of
agents’ failure to maintain acceptable business practices can be devastating both to

consumers and to companies. Let me tell you how I learned of this situation.

Shortly after my arrival at the department I was called upon to assist several
consumers who had paid premiums to their agent but could not confirm their insurance
coverage. One man who operates a small trucking business in western Kansas was at risk
of losing his ICC license for failure to maintain coverage. Since he had excellent
financial records he was able to prove payment to the insurer who was obligated to

continue coverage. In exploring the situation further it became apparent that there were a
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number of this agent’s customers who had paid their premiums directly to the agent, but
the premiums were never forwarded by insurance companies, (to the tune of

approximately $150,000 to one company alone).

Another consumer learned that his workers’ compensation policy was being
canceled for non-payment, despite the fact that his premium finance company had paid
the premium for an entire year. He remained liable to the premium iﬁnance company for
the entire amount that had been paid to the agent, even though the workers’ compensation
pool never received the money, and thus, a policy was never issued. In that case, the
consumer was left totally without coverage. Since a policy had never been issued, there
was no company from which he could demand coverage based on standard legal
principles. He was forced to purchase another policy, thus paying twice. If a workers’
compensation claim is filed based on an act occurring during the period in which he was

uninsured, it could bankrupt him.

Agents’ ability to abscond, misuse, divert, and otherwise inappropriately handle
client money is due in part to lack of a basic necessary statutory standard, i.e. trust
accounts. There is no statutory or regulatory prohibition against co-mingling of funds.
Maintaining a trust account for those occupations that routinely are entrusted with clients’
money is a concept so basic that it defies reasoned opposition. Money is changing hands.
You are giving money to a person in a commercial environment for a commercial
purpose, to enter into a contract for protection. You can give money to an insurance
agent for the purpose of making a premium payment. Currently he/she can take that
money and deposit it into the same account that he/she writes checks from to pay for

groceries, and sad to say, we have examples of agents who do just that.

I can’t think of one business or profession with remotely similar responsibilities
that is allowed to use money that is given in trust for their own purposes. Law, securities,
real estate, probate, even pre-financed funeral agreements all require maintenance of a

separate account for client funds.




Insurance company response is also interesting. In informal discussions with
several companies, I found divided opinion. One company official pointed out that his
company required trust accounts for agents as a condition of appointment and asserted
that any company that failed to do the same rightly bears the ensuing risk. Even though
companies are more often than not “on the hook” to provide coverage, that is not always
the case, as illustrated earlier in relation to workers’ compensation and new applications.
An agent may be criminally charged or the company and/or consumer may sue the agent

for damages, but those efforts rarely result in repayment of the missing funds.

Opposition may assert that this bill would punish good agents for the actions ofa
few bad ones. My response is that the “good” agents already have this arrangement set
up because it is a sound business practice. Many are also required to maintain a premium
account as a term of their appointment contract with insurance companies. Also, many
maintain dual licenses with other states that already require trust accounts, such as

Colorado.

The cost associated with maintaining a separate account for premiums is minimal
compared to value that the account would serve. While it is true that agents could still
steal their clients’ and/or company’s money by simply not depositing the premiums into
the account, criminals do find a way to commit their crimes, I believe strongly that
requiring agents to establish an account for receipt of premiums would strongly deter
misappropriation of funds by instilling and supporting a continuing undefstanding of the
agent’s role within these transactions, i.e. only the commission portion of the payment is

theirs.

But just as importantly, if not more important than the goal of deterring
wrongdoing is the goal of providing the insurance consumer the same level of trust and
confidence in the integrity of the process as that enjoyed by the clients of lawyers,

realtors, stockbrokers, and others.



Most agents in this state are just like you and me, good honest folks working hard
to support their families. Unfortunately, some are not. Some fall on hard times or suffer
economic setbacks at which point they become vulnerable to the temptation of using the
money with an intent to “pay it back.” In virtually every other profession, failure to
segregate funds held in trust is grounds for professional discipline and/or license

revocation.



Testimony regarding

House Bill 2629

Before the House Financial Institutions and Insurance Committee

Presented by Patrick J. Morris, Executive Vice President
Kansas Association of Insurance Agents
January 24, 1996

Thank you, Mr. Chairman and members of the committee for the opportunity to appear today in
opposition to H.B. 2629. I am Pat Morrtis, representing the Kansas Association of Insurance
Agents, an association that represents approximately 643 independent agency members and over

3,200 licensed independent insurance agents across Kansas.

This bill proposes an amendment to K.S.A. 1995 Supp. 40-247. Subsection (a) would require every
insurance agent or broker to maintain separate accounts for funds received from clients in order to
prevent combining such funds with the agent’s or broker’s own funds or with funds held by the
agent or broker in any other capacity. The proposed amendment specifically provides that the agent

or broker shall be responsible in a fiduciary capacity for such funds received from clients.

This amendment provides no additional protection for the consumer. This amendment is
proposed by the Insurance Commissioner with the express purpose of providing additional
protection for the consumer. However, we contend that this proposal will have no impact on the
insuring public. Kansas law has already clearly addressed the protection afforded consumers in this
area. K.S.A. 40-247 was designed for the benefit of the consumer who pays his or her premiums to
an agent or a broker of the insurer. This statute, in its current form, adequately protects the

consumer’s rights under the insurance policy regardless of whether the agent or broker submits
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these payment to the insurance company. Under Kansas law, payment by a consumer to an agent
or broker 1s deemed as payment to the insurer. Once payrnént has been made and a policy or binder
delivered, the consumer is completely protected by the insurer regardless of whether the payments
are forwarded tb the insurance company. One has to ask the proponents of this bill whether this
proposal will in any manner give the consumer more protection than he or she already receives

under Kansas law? The answer appears to be “no.”

This amendment, as acknowledged by the Insurance Department, will not prevent fraud. The
intent behind this proposal appears to be to safeguard the funds received from a consumer while in
the possession of an agent or broker. Creating separate accounts for consumers’ funds will not stop
dishonest agents or brokers from misappropriating premiums even under this proposed amendment.
Brokers and agents will still receive the funds initially from the consumer and will have the ability
to misappropriate those funds before they are ever placed in a separate account. We pose a
challenge to the proponents of this legislation to provide a factual situation in Kansas that, had this
bill been in effect, the outcome would have been changed and the consumer would have received
better protection. We believe that due to the current protection afforded consumers and due to the
ability of dishonest agents or brokers to still misappropriate the funds they receive, that this
legislation will not afford greater protection to consumers, nor will it prevent misconduct by an

agent or broker, and, therefore, this legislation is unnecessary.

Lines 28-30 provide that “every insurance agent or broker will be responsible in a fiduciary
capacity for all funds received or collected as an agent or broker from their clients.” H.B. 2629

does not provide to whom this fiduciary duty is owed, whether it is owed to the consumer or to the

KAIA Testimony e Page 2
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insurance industry. Currently, insurance agents and brokers are already charged with a fiduciary
duty which is owed to the insurance company as to the premiums they collect from consumers.
K.S.A. 1995 Supp. 40-247 expressly provides that premiums collected are deemed to be held in
trust for the insﬁrance company making the contract. It is clear that agents and brokers do have
fiduciary duties, but these duties, under current Kansas law, flow to the company and not to the

insured.

We are concerned that this additional duty placed upon agents and brokers will create confusion as
to the agent/principal relationship that has been established between an agent or broker and the
insurer. Because of the law of agency, brokers and agents are responsible to hold funds for
payment to their contract company. The agent or broker acts on behalf of the company and has the
authority to bind coverage and accept payment. Once the agent is paid, the agent’s fiduciary duty
as to those funds is owed to its principal, (e.g., the insurance company) as long as the agent holds
those funds in trust for the company. If an agent or broker breaches this duty owed to its principal
by failing to pay the funds due, such failure is deemed prima facie evidence that the agent or broker
has appropriated the funds for some other purpose and will be guilty of a class A nonperson
misdemeanor if the premium is less that $500, up to a level 7, nonperson felony if the premium is

$25,000 or more.

This amendment will penalize the 99% of the agents who are hard-working, honest, and wk »
do not commit fraud. Another point that must be addressed is that many companies already
require these funds to be kept separate from other funds that the agent or broker acquires. This

proposed legislation will in reality only affect small agencies. The addiﬁoqal burdens of

KAIA Testimony e Page 3
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maintaining separate accounts and extra accounting procedures will only hurt these small
operations in Kansas. It is hard to imagine that anything will be gained from this proposed

legislation that will outweigh the harmful effect on the small insurance agency.

It is difficult to agree to a solution if we do not yet know the dimension and size of the
problem. Prior to today’s hearing, we were provided with only anecdotal evidence of selected
agent fraud cases. It is difficult for us to gauge how widespread a problem this is, and should be
equally difficult for the committee, without knowing the full dimension of the problem. The

following questions have been generated in our evaluation of this proposed legislation:

0: Of the more than 3,000 licensed insurance agents in Kansas, how many fraud cases
are being pursued by the Insurance Department now? What percentage of agents

does this include?

©

What other states have this type of statute and what has been their experience in

discouraging fraud?

o: Has the department evaluated the cost to agents of complying with this proposed

legislation? What is their estimate as to what this will cost?

Due to these and similar unanswered questions, our concern is that there is insufficient information
available to the Department to know whether this is a major problem. In that case, perhaps the
Department is proposing a statutory requirement to satisfy the exception rather than focusing on the

existing laws to prosecute those who commit fraud.

KAIA Testimony ¢ Page 4
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We understand that the Commissioner is trying to provide the consumer with as much protection as
possible. However, under current Kansas law, the consumer is already protected from an agent or
broker’s misappropriation of premiums. The proposed amendment will only serve to confuse the
fiduciary dutieslplaced upon agents and brokers, interfere with the common principals of agency
law and add unnecessary burdens on small agencies. In our view, this may be the case of a nice-

sounding solution in search of a problem. Thus, we respectfully request your disfavorable action

on H.B. 2629.

>
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Testimony regarding
House Bill 2630

Before the House Financial Institutions and Insurance Committee

Presented by Patrick J. Morris, Executive Vice President
Kansas Association of Insurance Agents
January 24, 1996

Thank you, Mr. Chairman and members of the committee for the opportunity to appear again
today regarding H.B. 2630. I am Pat Morris, representing the Kansas Association of Insurance
Agents, an association that represents approximately 643 independent agency members and over

3,200 licensed independent insurance agents across Kansas.

We had initially testified in opposition to this bill on January 18, 1996, and had expressed our
reservations about the specifics of the proposed language. We have discussed our concerns with
the proposed language with a representative of the Insurance Department, and KAIA would

request that the following amended language on the enclosed page be adopted.

)/
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icense of any agent is%
ked,. the broker
150 -suspended or

(f) " When: the

suspended: or:

- € ‘ ‘s license
of .such’perso

revoked.

1 and make a record of the facts of any violation of law for any Jawful
2 purpose. No such disciplinary proceedings shall be instituted against any
3 licensee alter the expiration ol two years from the termination of such
4 license.
5 (c) In the event the commissioner of insurance imposes a penally as
6 permitlcd under subsection (¢) or suspends or revokes the license of any
7 agent or broker, any costs incurred as a result of conducting any admiu-
8 istrative hearing authorized under the provisions of this section shall be
9 assessed against the broker or agent who is the subject of the hiearing or -
10 the company or companics represented by such broker or agent who is
11 the party to the matters giving rise to the hearing. As used in this sub-
12 section, “costs” shall include witness [ces, mileage allowances, any costs
13 associated with the reproduction of documents which become a part of
14  the hearing record and the expense of making a record of the hearing.
15 (d) No person whose license as an agent or broker has been sus-
16 pended or revoked shall be employed by any insurance company doing
17 business in this state either directly, indirectly, as an independent con-
18 tractor or otherwise to negotiate or effect contracts of insurance, sure-

19 tyship or indemnity or do any act toward soliciting or otherwise transact-
20 ing the business of insurance during the pcriod of such suspension or
21 revocalion.

92 (e) In licu of revocation or suspension of the agent’s or broker’s li-
93  cense, the commissioner may:
24 (1) Censure the person; or
25 (2) issue an order imposing an administralive pcnalty up to a maxi-

96 mum of $500 for cach violation but not to exceed $2,500 for the same
97  violation occurring within any six consecutive calendar months unless the
98  agent or broker knew or reasonably should have known the act could give
929 rise to disciplinary action under subsection (a). If the agent or broker
30  knew or reasonably should have Jnown the act could give rise to disci-
31  plinary procecdings as alorementioned, the commissioner may impose a
32  penalty up to a maximum ol $1,000 for each violation but not to exceed
33 $5,000 for the same violation occurring within any six consecutive cal-

34 endar months.
35— —(f)—Vher

3.
Tt

1

.

F3
36 license ufoiu’)r,i IEFSOI Ot el CERSEY uigitvxfhou a3 oulo I11l1i71 e
37 -torship—is-also-suspended-ortrevoked—
38 Sec. 2. K.S.A. 40-242 is hereby repealed. :
39 Sec. 3. This act shall take effect and be in force from and after its
40  publicdtion in the statute book.




Testimony regarding
House Bill 2647

Before the House Financial Institutions and Insurance Committee

Presented by Patrick J. Morris, Executive Vice President
Kansas Association of Insurance Agents
January 24, 1996

Thank you, Mr. Chairman and members of the committee for the opportunity to appear again
today regarding H.B. 2647. 1 am Pat Morris, representing the Kansas Association of Insurance
Agents, an association that represents approximately 643 independent agency members and over

3,200 licensed independent insurance agents across Kansas.

We had initially expressed some concerns about the deletion of language concerning the “inactive
agent” status contained in this bill during the hearing on January 18, 1996. We have discussed our
concerns with the proposed language with a representative of the Insurance Department, and KATA
would request that the bill be amended to reinsert K.S.A. 40-240f () (5) and 40-240f (c) (7) to the
original language contained in the statute. The following amended language on the enclosed pages

is submitted for your consideration.
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118 2647
2

(5) “Inaetive agent” means & licensed agent whe presents evidenee
satis{netory to the eommissioner which demenstrates that sueh agent will
not de any act toward transaeting the business of insuranee for not less
than twe but not mere than six years {frem the date sueh evidenee is
reeeived by the eommissiener: Sueh additional perieds may be granted
by the eemmissioner upon further presentation of evidenee satisfactory
to the eemmissioner:
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11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

(b) (1) Everylicensed agent who is an individual and holds a property
or casually qualification, or both, shall biennially obtain a minimum of
twelve C.15.C.’s in courses certified as property and casualty which, on
and aflter April 1, 1995, shall include at least one hour of instruction in
insurance ethics. No more than three C.E.C’s shall be in insurance
agency management.

(2) Every licensed agent who is an individual and holds a life, accident
and health, or variable contracts qualification, or any combination thereof,
shall biennially complete twelve C.E.C.’s in courses certified as life, ac-
cident and health, or variable contracts which, on and after April 1, 1995,
shall include at Jeast one hour of instruction in insurance ethics. No more
than three C.E.C.’s shall be in insurance agency management.

(3) Every licensed agent who is an individual and holds a crop only
qualification shall biennially obtain a minimum of two C.E.C.'s in courses
certified as crop under the property and casualty category.

(4) Every licensed agent who is an individual and is licensed only for
title insurance shall biennially obtain a minimum of four C.E.C’s in
courses certified by the board of abstract examiners as title under the
property and casualty category.

(5) Every licensed agent who is an individual and holds a life insur-
ance license solely for the purpose of selling life insurance or annuity
products used to fund a prearranged funeral program and whose report
of compliance required by subsection (f) of this section is accompanied
by a certification from an officer of each insurance company represented
that the agent transacted no other insurance business during the period
covered by the report shall biennially obtain a minimum of two C.E.C.’s
in courses certified as life or variable contracts under the life, accident
and health, or variable contracts category.

(¢) Individual agents who hold licenses with both a property or ca-
sualty qualification, or both, and a life, accident and health, or variable
contracts qualification, or any combination thereof, and who earn C.E.C.’s
from courses certified by the commissioner or the commissioner’s desig-
nee as qualifying for credit in any class, may apply those C.E.C.’s toward
either the property or casualty continuing education requirement or to
the life, accident and health, or variable contracts continuing education

et ooy o 0 el not he applied to satisfy hoth the
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{7} This seetion shall not apply to inactive agents as herein defined
during the period of sueh inaetivity: Upon return to aetive status ef ex-
piration of the mudmum inactive period; the agent shall have the re-
mainder of the eurrent ealendar year plus the next calendar year to eom- t
ply with the eontinuing edueation requirement:

() (1) A course, program of study, or subject shall be submitted to
and cerlified by the commissioner or the commissioner’s designee in order
to qualily for purposes of continuing education. '

(2) The following information shall be furnished with each request
10 for certification:

11 (A) Name of provider or spensering provider organization;

‘Reinsert original language:v

'
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12 (B) course title;
; _ 13 (C) date course will be offered;
k 14 (D) location where course will be offered;
’;.‘{}‘ ' 15 (E) outline of the course including a schedule of times when subjects
i 16  will be presented;
17 (F) names and qualifications of instructors;
; 18 (G) number of C.E.C.’s requested; and
. T S 19 (H) a nonrefundable course [ee in the amount of $50 per course or
: ’ S AT 20 & nonrefundable fee in the ameunt of $250 per year for all courses, and »
21  a nonrefundable annual provider fee of $100. T
29 (3) Upon receipt of such information, the commissioner or commis-

23 sioner’s designee shall grant or deny certification as an approved subject
24  and indicate the number of C.E.C.’s that will be recognized for the sub-
25  ject. Each approved subject or course shall be assigned by the commis-
26  sioner or commissioner’s designee to one or both of the following classes:

27 (A) Property and casually insuranee eontraets or

- 28 (B) life insurance eentraets (including annuity and variable contracts)

’ 29 and accident and health insurance eentraets.

30 . (4) A course or subject shall have a value of at least one C.E.C.
31 (5) A provider seeking approval of a course for continuing education f;
32  credit shall provide for the issuance of a certificate of attendance to each

33 person who attends a course offered by it. The certificate shall be signed

by either the course instructor or the provider’s authorized representa-
35 tive. Providers shall also maintain a list of all persons who attend courses
36 offered by them for continuing education credit for the remainder of the

i 37 biennium in which the courses are offered and the entire biennium im-

X 38 mediately following.

39 {6} 4 eourse mey be epproved efter a program of study has been held

40  if the required material is furnished within 60 days after the pregram was

(%)
>

a 4] eompleted and prior to the biennial due date: : 5\
42 1) (6) The commissioner may grant approval to specific programs of -+~

43 study that have appropriate merit, such as programs with hroad national
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