Approved February 10, 1987
Date

MINUTES OF THE __SENATE _ COMMITTEE ON FINANCIAL INSTITUTIONS AND INSURANCE

The meeting was called to order by Sen. Neil H. Arasmith at
Chairperson

9:00 a.m./P¥H. on February 5 1987 in room __529=S _ of the Capitol.

All members were present except:

Committee staff present:

Bill Wolff, Legislative Research
Bill Edds, Revisor of Statutes

Conferees appearing before the committee:

Mark Bennett, American Insurance Association

L. M. Cornish, Kansas Association of Property and Casualty Insurance Companies
Doug Mays, Securities Commissioner

Roger Walter, Legal Counsel, Securities Commissioner

The minutes of February 4 were approved.

The meeting began with a brief request for the introduction of a bill by Mark Bennett,
American Insurance Association. (See Attachment I.) L. M. Cornish, Kansas Association
of Property and Casualty Insurance Companies, followed with a brief statement in
support of Mr. Bennett's testimony.

Sen. Burke made a motion to introduce the bill, Sen. Werts seconded, and the motion
carried.

Attention was turned to SB 66 dealing with securities which is part of the recommen-—
dations of the Task Force on Economic Development study. Doug Mays, Securities
Commissioner, appeared to clarify amendments he had to offer. (See Attachment II.)

He introduced Roger Walter, legal coulselor for his office, and Steve Wassom, chief
auditor. Roger Walter testified further on the amendments. He began with an explan-
ation of subsections (c¢) and (d) on the second page. In his explanation, he used the
term '"cheap stock'" for which Sen Gannon asked a definition. Mr. Walter said that it
refers to stock issued at the initial formation of a company to insiders and to
promoters as a reward before offering to the public. Mr. Walters continued with his
explanation of amendments on page one and two vhich simplify the registration process,
answer ing questions from the committee when the need arose. He concluded with an
explanation of the final amendment on page four, subsection (f), which concerns secondary
trading.

The chairman recalled that Mr. Walter had stated that section (b) would require
revisions but that there had not been enough time for this to be done. The committee
will need to consider this before acting on the bill. He also asked Mr. Walter to
submit copies of his comments on the amendments to the committee which Mr. Walter
agreed to do.

Mr. Mays concluded by summarizing the five areas with which the amendments deal:
escrow provision, limitation on commission, filing fees, termination of registration
after one year, and some "housekeeping'. Mr. Wassom told the chairman that the
amendments for section (b) would be ready by early next week.

Committee questions followed. Also, Sen. Kerr noted that the task force had recom-—
mend ed studying the ABA study with Professor Levitch. He asked where this stands now,
and Mr. Walter answered that he did not know the status but that he would find out.
This concluded the hearing on SB 66 until the committee gets the other amendments.

The chairman began a discussion of SB 23 dealing with notice prior to increasing
premiums which had been previously heard. He distributed copies of SB 729 which had
been requested at the hearing on SB 23. He informed the committee that he had received
(See Attachment III.)

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim, Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for
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room 22975 Statehouse, at _9:00  am /FRE on February 5 187

another fiscal report comparing the two bills which stated that SB 729 would have no
fiscal impact if it were enacted. Brief discussion followed as to how the committee
wished to deal with the two bills.

Sen. Harder made a motion to reintroduce 8B 729 and that it be referred to the Committee
of the Whole, Sen. Reilly seconded, and the motion carried.

Sen. Werts made a motion to report SB 23 adversely, and Sen. Reilly seconded.

Sen. Gannon stated that SB 729 was bogged down in the House last year so maybe it
would be wise to hold SB 23 a while. The chairman said either proposal is going to
get bogged down; it probably wouldn't matter which bill. If the committee desires,
it could go to an exempt committee for introduction.

On a call for a vote on Sen. Werts' motion, the motion carried.

The chairman announced that next Friday, February 13, he would call a meeting to
consider $8B 72 on branch banking.

The meeting was adjourned.
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BEFORE THE SENATE COMMITTEE ON FINANCIAL INSTITUTIONS AND
INSURANCE

Room 5298-8

I represent the American Insurance Association.

In 1978 the legislature adopted what is now K.S.A. 40-1130 and
40-1131 relating to annual reports to the insurance commissioner by
product liability insurers. At the time of the introduction of the
bill, both the insurance industry and the insurance commissioner's
office were of the view that the requirements would not attain the
purpose for which they were intended. Later it developed that con-
clusion was correct and these statutes did not provide the desired
information.

Thereafter and in 1983, a new bill relating to the same subject
was enacted which now appears as K.S.A. 40-1132 and 40-1133. This
law does attain the objectives desired by the first bill. At the
time of the introduction of what is now K.S.A. 40-1132 and 40-1133,
the bill contained a repealer of K.S.A. 40-1130 and 40-1131. That
repealer was eliminated by the legislature prior to the enactment
of K.S.A. 40-1132 and 40-1133.

The attached bill repeals 40-1130 and 40-1131 since it is of
no benefit to the Department nor to the insuring public, and its
cost of conformance is not justified since the information sought
will still be obtained under K.S.A. 40-1132 and 40-1133.

The American Insurance Association and the insurance industry
respectfully reguest the introduction of the attached bill repealing
K.S.A. 40-1130 and 40-1131.

Respectfully submitted,
AMERICAN INSURANCE ASSOCIATION

et £.4

Mark L. Bennett

Attachment I
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SENATE BILL No.

By Committee on Financial Institutions ang Insurance

AN ACT repealing K.S.A. 40-1130 and 40—113l,re1*ting to annual

reports to insurance commissioner by product liability insurers.

Be 1t enacted by the Legislature o

Hh

the State of Kanszas:

Section 1. K.S.z. 40-1130 and 40-1131 are hereby repealed.
Section 2. This act shall take effect and be ir force from

and after its publication in the statute book.
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SENATE BILL No. 66
By Legislative Commission on Kansas Economic Development

1-23

AN ACT concerning securities; relating to certain expenses;
deposit of securities in escrow; amending K.S.A. 17-1259 and
repealing the existing section.

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

Section 1. K.S.A. 17-1259 is hereby amended to read as
follows: 17-1259. (a) When securities are registered by
notification or by coordination or by qualification, they may be

offered and sold by-the-issuer;-any-other-person-on-whose-behaf

+hey-are-registered by a registered agent of the issuer or by any
registered broker-dealer. Every registration shall remain

effective until-reveked-by-the—-commissiener for one year after

its effective date unless the commissioner by rule or order

extends the period of effectiveness or until terminated upon

request of the registrant with the consent of the commissioner.

No registration is effective while a stop order is in effect

under K.S.A. 17-1260, and amendments thereto. So long as a

registration remains effective, all outstanding securities of the
same class shall be considered to be registered for the purpose
of any nonissuer distribution. A registration statement relating
to a security issued by a face-amount certificate company or a
redeemable security issued by an open-end management company oOr

unit investment trust, as those terms are defined in the invest-

Attachment II
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ment company act of 1940, may be amended after its effective date
so as to increase the securities specified therein as proposed to
be offered. The commissioner may permit the omission of any
document or item of information from any registration statement.
Se leng as the registratien statement remains effeetive the
regiskrant shal} file reperts semiannually €£for seeurities
registered-by-gualtification—and-annualiy-for-securities-regis-
tered by notification er eoerdinatien and sueh reports sheail
inelude-a-batance-sheet-and-a-profit-and-itess-statement-£for-the
issaeris-mest-feeeﬂt—fiseai—year—aﬁd-sueh—ether—éﬁfefmatien—as

the-commissiener-may-requires Upon completion of a registered

offering a registrant shall file a final report of sales.

(Section (b) has been omitted from this proposed draft. The
registration fee schedule is being revised to simplify the rate
structure. The revision will require additional study and will
be submitted when completed.) :

(c) The commissioner at the time of thevgranting of the
authorization to sell securities as herein provided, may deter-
mine and fix the maximum amounty-which-shali-not-exeeed-35%7 that
may be paid as or in the way of commission, advertising expenses
and all other expenses from the sale of such securitiesy-but-any
profit-resutting-frem-a-rise-in-the-market-vatue-of-seecurities
subsequent-to-their-purchase-by-the-sale-of-seeurities,

{d}—{i}-Befefe—aﬂy—aﬂthefézatien—&e—sei}—seeufiﬁies—shaii-be
issued by the ecemmissiener as herein §feviééd7 att steek or
seeurities of any kind issued; eor te be issued in payment ef
preperty;-patents;-formulae;-goodwilti;-promotion-or-intangible

asseta~shalti-be-depesited-by-the-persen-te-whom-they-are-to-be
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jassued or by the ecempany er premoter issuing them; with the
commissiener;-or-a-depesitery-appreved-by-the-commissiener-in
this-er-any-ether-statey-to-be-heid-in-eserows--Fhe-owners-of
suyech-seeurities-shall-net-be-entitied-te-withdraw-sueh-seeuritbies
from-eserow-unktil-the-company—-shati-shew-te-the-satisfaction-of
the ecemmissioner that i+ has had suffieient earningsy after
taxes; te pay a dividend er dividends te ail steckhoiders
aggregating-at-teast-6%7-bukt-sueh-dividend-er-dividends-need-not
aetdatiy be paids T£ sueh dividend er dividends have net
aetuaiiy-beea-@aidT—theFeviéence—sabmitted-&e—the—eemmissieﬁer7
te-shew-thak-the-company—-has-had-sueh-suffieient-earnings;—-shail
be—in—permaneﬁé—éeeumentary—ferm—ef—traﬁseribed—erai—testémeny7
er-beth;-and-suech-decuments-and-transeribed-testimeny-shaii-be
rekained-as-part-of-the-permanent-£files-of-the-commissioners-Sueh
earnings-shati-net-inelude-gains-frem-sate-ef-eapital-assets-er
the-sale-of-depreciable-preperty-or-reat-or-persenai-preoperty
ﬁseé-én—tfade—ef—busiﬂess—aﬂé—iﬂ—ease—ef—éisseiﬁtieﬂ—ef-insei-
veﬁey during the time sueh securities are heid in eserew the
ewners-of-sueh-seeurities-shali-net~partiecipate-in-the-assess
uptil-after-the-owners-ef-atl-ether-seeurities—shati-have-been
paidfiﬂ—fﬁ}iz——Ne-assigﬁmeﬂt-er—traﬁsfef—ef-sueh4seeﬂrities-sha}}
pe-made-unlessy-upon-application-therefor;-the-cemmissiener-shati
find-that-sSueh-assignment-or-transfer-would-be-in-keeping-with
the—pargese—ef—ﬁh%s-aet—exeept—this—sabseetieﬁ—{é%{}}—shai}-net
apply-te-seeurities-entitled-to-registration-by-notificatiens—-It
shall be unlawful fer any persen in whese name any ef the

seeurities—-depesited-in-eserew-were-issuedj-te-gseli;-eontract-to
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sell;-orx-offer-to-seti;-any-of-the-securities-until-after-they
are-released-£from—es3erevs

{2%——Wheﬁevef—it—is—éetefmiﬁed—that—e-seeafity—whieh-has
been-eserowed-with~+the-Kansas-securities-commisstonery-pursvant
to-subsectien—-{d}{1y-of-this-section-fer-three-consecutive-years
after veluntary disselutien er revecation of the corporate
eharter; the Kansas securities commissiener may destrey sueh
steeks-~Phe-securities-commissiener-shali-maintatn-a-permanent
record-of-ati-skteek-destroyeds--Such-reecord-shati-inetudes—-1{Ar
Name of iassuer; +<B} steeck eertificate numbery; +{E€} number eof
shares—fegreseﬂteé—by—the—eéftifieate7—{9+—ﬁame—ef~the—ewaef—ef
the—steek-eertifieate7-aﬁd-{E}-GHSiP—aumber—if—agpiieabie:

{e} (d) The commissioner shall keep a register showing the
issuer, date of registration, amount in number of dollars, of the
securities registered.

4£¥ (e) Neither the commissioner nor'anyAemployee of the
_ secﬁrities department shall be interested as an officer,
director, or stockholder in securing any authorization to sell
securities under the provisions of this act.

g% (£) vFef applicatieon for an exemption;y pursuant te
subsection-{my-of-KsSvAv—-17-1261;-and-amendments-thereto;-or-£for
applieation-fer-an-amendment-te-a-registrationy-there-shati-be
paié—te—Ehe—eemmissieﬁef—a—fegistfatieﬁ-Eee—ef—S&Q:——A—refegis—
tratieﬁ-shaii—net—be—eeasidefed—te-be—aﬁ—ameﬁémeat—eé—a-fegis-

tration-under-this-seetiens Upon termination of a registration

the filing of a final report as required by section (a) shall

satisfy the filing requirements of K.S.A. 17-1261(m) (3), and

Attachment II
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amendments thereto.

Sec. 2. K.S.A. 17-1259 is hereby repealed.

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

after its publication in the statute book.

Attachment II
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As Amended by Senate Committee

Session of 1986

SENATE BILL No. 729

By Committee on Federal and State Affairs

3-10

AN ACT relating to insurance; concerning recording and report-
ing of loss and expense experience; amending K.S.A. 40-937
and 40-1118 and repealing the existing sections.

Be it enacted by the Legislature of the State of Kansas:
Section 1. K.S.A. 40-937 is hereby amended to read as fol-
lows: 40-937. (a) Recording and reporting of loss and expense
experience. The commissioner shall promuleate develop reason-
able rales end reguletions and statistical plans; reasemably
modified from Hme to e and which shall be used thereatter by
each insurer in the recording and reporting of its loss and
eeuntry-wide expense experience, in order that the experience
of all insurers may be made available at least annually in such
form and detail as may be necessary to aid kim the commissioner
in determining whether rating systems comply with the stan-
dards set forth in K.S.A. 40-927, and amendments thereto. Such
rules end regulations and plans may also provide for the record-
ing and reporting of expense experience items which are spe-
cially applicable to this state and are not susceptible of determi-
netion by & prorating of country-wide expense expesrienee. In
promuleating sueh rules end regulgtions and developing such
plans, the commissioner shall give due consideration to the
rating systems on file with him the commissioner and, in order
that such reles ernd reguletions and plans may be as uniform as is
practicable among the several states, to the rules erd regulations
and to the form of the plans used for such rating systems in other
states. Ne insurer shall be required to record or reper its loss
experienece on & elassifieation basis that is inconsistent with the

Attachment IIT
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b

reting systern filed by it- The commissioner may designate one or
more rating organizations or other agencies to assist him the
commissioner in gathering such experience and making com-
pilations thereof, and such compilations shall be made available,
subjeet to reasonable rules and regulations promulgated by the
commissioner, to insurers and rating organizations: Rrosided;
That nothine in this act shall be construed to requires aor shall
the commissioner adopt any rule to require; any insurer to reeord
of report its loss oF expense experienee on any basis or statistieal
plan not consistent with the rating system filed by i

(b) Interchange of rating plan data. Reasonable rules end
regulations and plans may be promulgated developed by the
commissioner for the interchange of data necessary for the ap-
plication of rating plans.

(¢) Consultation with other states. In order to further uni-
form administration of rate regulatory laws, the commissioner
and every insurer and rating organization may exchange infor-
mation and experience data with insurance supervisory officials,
insurers and rating organizations in other states and may consult
with them with respect to rate making and the application of
rating systems.

(d) Rules and regulations. The commissioner may make rea-
sonable rules and regulations necessary to effect the purposes of
this act.

Sec. 2. K.S.A.40-1118 is hereby amended to read as follows:
40-1118. (a) Recording and reporting of loss and expense expe-
rience. The commissioner shall promulgate rales end regule-
tions and develop statistical plans: reasenably adopted to esch of
the rating systems on file with him; which mey be medified fom
time to time and which shall be used thereafter by each insurer
in the recording and reporting of its loss and eeuwntry—wide
expense experience, in order that the experience of all insurers
may be made available at least annually in such form and detail
as may be necessary to aid him the commissioner in determining
whether rating systems comply with the standards set forth in
K.S.A. 40-1112, and amendments thereto. Such rules erd regu-
lations and plans may also provide for the recording and report-
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ing of expense experience items which are specially applicable
to this state and are met susceptible of determination by a
prorating of eountry-wide expense experience. In promulgating
such rdles end regulations and plans, the commissioner shall
give due consideration to the rating systems on file with kisn the
commissioner and, in order that such sules end recwlations and
plans may be as uniform as is practicable among the several
states, o the rules and regulations and to the form of the plans
used for such rating systems in other states. Ne insurer shall be
required o record or report its loss experience on a elassifieation
besis thet is inconsistent with the rating system filed by it- The
commissioner may designate one or more rating organizations or
other agencies to assist him the commissioner in gathering such
experience and making compilations thereof, and such compila-

tions shall be made available, subjeet to reasonable miles and
regulations promulgated by the commissioner, to insurers and
rating organizations: Provided; That nothing in this set shell be
eonstrued to require; nor shall the eommissioner adopt anv rule
to reguires apy insurer to record or report its loss or expense

(b) Interchange of rating plan data. Reasonable rules and
regulations and plans may be promulgated developed by the
commissioner for the interchange of data necessary for the ap-
plication of rating plans.

(¢) Consultation with other states. In order to further uni-
form administration of rate regulatory laws, the commissioner
and every insurer and rating organization may exchange infor-
mation and experience data with insurance supervisory officials,
insurers and rating organizations in other states and may consult
with them with respect to ratemaking and the application of
rating systems.

(d) Rules and regulations. The commissioner may make rea-
sonable rules and regulations necessary to effect the purposes of
this act.

Sec. 3. K.S.A. 40-937 and 40-1118 are hereby repealed.

Sec. 4. This act shall take effect and be in force from and

0120 after its publication in the statute book.
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SESSION OF 1986

SUPPLEMENTAL NOTE ON SENATE BILL NO. 729

As Amended by Senate Committee on
Financial Institutions and Insurance

Brief of Bill¥

S.B. 729, as amended, would amend two statutes re-
lating to property and casualty insurance companies and
concerns recording and reporting of loss and expense ex-—
perience.

The bill as amended would strike from current laws
language that restricts the authority of the Insurance
Commissioner to adopt statistical plans different from
the rating systems filed with the Commissioner by the
companies. The effect is to authorize the Commissioner
to develop statistical plans requiring property and
casualty companies to record and report loss and expense
experience on specific classifications of insurance.

Committee amendments are technical.

BackgrOund

The bill was requested by the Commissioner of
Insurance and supported by the Joint Subcommittee on In-
surance as legislation necessary to gather data on ac-
tual claim losses on and expenses related to property
and casualty insurance policies issued in this state.
The data would be used to aid the Commissioner, and the
Legislature, in determining whether rating systems filed
and used by the companies comply with Kansas law.

* Bill briefs are prepared by the Legislative Research
Department and do not express legislative intent.
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