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CONFERENCE COMMITTEE REPORT

MADAM PRESIDENT and MR. SPEAKER: Your committee on conference on Senate
amendments to HB 2352 submits the following report:

The House accedes to all Senate amendments to the bill, and your committee on
conference further agrees to amend the bill as printed with Senate Committee amendments, as
follows:

On page 6, in line 24, before "K.S.A" by inserting "On January 1, 2016,"; in line 33, by
striking "individual or small group"; in line 34, before "health" by inserting "individual or
group";

On page 12, following line 43, by inserting:

"Sec. 2. K.S.A. 2014 Supp. 40-3118 is hereby amended to read as follows: 40-3118. (a)
No motor vehicle shall be registered or reregistered in this state unless the owner, at the time of
registration, has in effect a policy of motor vehicle liability insurance covering such motor
vehicle, as provided in this act, or is a self-insurer thereof, or the motor vehicle is used as a driver
training motor vehicle, as defined in K.S.A. 72-5015, and amendments thereto, in an approved
driver training course by a school district or an accredited nonpublic school under an agreement
with a motor vehicle dealer, and such policy of motor vehicle liability insurance is provided by
the school district or accredited nonpublic school. As used in this section, the term "financial
security" means such policy or self-insurance. The director shall require that the owner certify
and provide verification of financial security, in the manner prescribed by K.S.A. 8-173, and
amendments thereto, that the owner has such financial security, and the owner of each motor

vehicle registered in this state shall maintain financial security continuously throughout the
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period of registration. In addition, when an owner certifies that such financial security is a motor
vehicle liability insurance policy meeting the requirements of this act, the director may require
that the owner or owner's insurance company produce records to prove the fact that such
insurance was in effect at the time the vehicle was registered and has been maintained
continuously from that date. Such records may be produced by displaying such records on a
cellular phone or any other type of portable electronic device. Any person to whom such records
are displayed on such cellular phone or other type of portable electronic device shall be
prohibited from viewing any other content or information stored on such cellular phone or other
type of portable electronic device. Failure to produce such records shall be prima facie evidence
that no financial security exists with regard to the vehicle concerned. It shall be the duty of
insurance companies, upon the request of the director, to notify the director within 30 calendar
days of the date of the receipt of such request by the director of any insurance that was not in
effect on the date of registration and maintained continuously from that date.

(b) Except as otherwise provided in K.S.A. 40-276, 40-276a and 40-277, and
amendments thereto, and except for termination of insurance resulting from nonpayment of
premium or upon the request for cancellation by the insured, no motor vehicle liability insurance
policy, or any renewal thereof, shall be terminated by cancellation or failure to renew by the
insurer until at least 30 days after mailing a notice of termination, by certified or registered mail

ot, United States post office certificate of mailing, or any other mail tracking method currently

used. approved or accepted by the United States postal service to the named insured at the latest

address filed with the insurer by or on behalf of the insured. Time of the effective date and hour
of termination stated in the notice shall become the end of the policy period. Every such notice of

termination sent to the insured for any cause whatsoever shall include on the face of the notice a



-3- cer 2015 hb2352 s 2271
statement that financial security for every motor vehicle covered by the policy is required to be
maintained continuously throughout the registration period, that the operation of any such motor
vehicle without maintaining continuous financial security therefor is a class B misdemeanor and
shall be subject to a fine of not less than $300 and not more than $1,000 and that the registration
for any such motor vehicle for which continuous financial security is not provided is subject to
suspension and the driver's license of the owner thereof is subject to suspension.

(c) The director of vehicles shall verify a sufficient number of insurance certifications
each calendar year as the director deems necessary to insure compliance with the provisions of
this act. The owner or owner's insurance company shall verify the accuracy of any owner's
certification upon request, as provided in subsection (a).

(d) (1) In addition to any other requirements of this act, the director shall require a
person to acquire insurance and for such person's insurance company to maintain on file with the
division evidence of such insurance for a period of one year when a person has been convicted in
this or another state of any of the violations enumerated in K.S.A. 8-285, and amendments
thereto.

(2) The director shall also require any driver whose driving privileges have been
suspended pursuant to this section to maintain such evidence of insurance as required above.

(3) The company of the insured shall immediately mail notice to the director whenever
any policy required by this subsection to be on file with the division is terminated by the insured
or the insurer for any reason. The receipt by the director of such termination shall be prima facie
evidence that no financial security exists with regard to the person concerned.

(4) No cancellation notice shall be sent to the director if the insured adds or deletes a

vehicle, adds or deletes a driver, renews a policy or is issued a new policy by the same company.
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No cancellation notice shall be sent to the director prior to the date the policy is terminated if the
company allows a grace period for payment until such grace period has expired and the policy is
actually terminated.

(5) For the purposes of this act, the term "conviction" includes pleading guilty or nolo
contendere, being convicted or being found guilty of any violation enumerated in this subsection
without regard to whether sentence was suspended or probation granted. A forfeiture of bail,
bond or collateral deposited to secure a defendant's appearance in court, which forfeiture has not
been vacated, shall be equivalent to a conviction.

(6) The requirements of this subsection shall apply whether or not such person owns a
motor vehicle.

(e) Whenever the director shall receive prima facie evidence, as prescribed by this
section, that continuous financial security covering any motor vehicle registered in this state is
not in effect, the director shall notify the owner by registered or certified mail or United States
post office certificate of mailing that, at the end of 30 days after the notice is mailed, the
registration for such motor vehicle and the driving privileges of the owner of the vehicle shall be
suspended or revoked, pursuant to such rules and regulations as the secretary of revenue shall
adopt, unless within 10 days after the notice is mailed: (1) Such owner shall demonstrate proof of
continuous financial security covering such vehicle to the satisfaction of the director. Such proof
of continuous financial security may be provided by the owner by displaying such proof on a
cellular phone or other portable electronic device; or (2) such owner shall mail a written request
which is postmarked within 10 days after the notice is mailed requesting a hearing with the
director. Any person to whom such proof of continuous financial security is displayed on a

cellular phone or other portable electronic device shall view only such evidence of continuous
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financial security. Such person shall be prohibited from viewing any other content or information
stored on such cellular phone or other portable electronic device. Upon receipt of a timely
request for a hearing, the director shall afford such person an opportunity for hearing within the
time and in the manner provided in K.S.A. 8-255, and amendments thereto. If, within the ten-day
period or at the hearing, such owner is unable to demonstrate proof of continuous financial
security covering the motor vehicle in question, the director shall revoke the registration of such
motor vehicle and suspend the driving privileges of the owner of the vehicle.

(f) Whenever the registration of a motor vehicle or the driving privileges of the owner
of the vehicle are suspended or revoked for failure of the owner to maintain continuous financial
security, such suspension or revocation shall remain in effect until satisfactory proof of insurance
has been filed with the director as required by subsection (d) and a reinstatement fee in the
amount herein prescribed is paid to the division of vehicles. Such reinstatement fee shall be in
the amount of $100 except that if the registration of a motor vehicle of any owner is revoked
within one year following a prior revocation of the registration of a motor vehicle of such owner
under the provisions of this act such fee shall be in the amount of $300. The division of vehicles
shall remit such fees to the state treasurer in accordance with the provisions of K.S.A. 75-4215,
and amendments thereto. Upon receipt of each such remittance, the state treasurer shall deposit
the entire amount in the state treasury to the credit of the state highway fund.

(g) In no case shall any motor vehicle, the registration of which has been revoked for
failure to have continuous financial security, be reregistered in the name of the owner thereof, the
owner's spouse, parent or child or any member of the same household, until the owner complies
with subsection (f). In the event the registration plate has expired, no new plate shall be issued

until the motor vehicle owner complies with the reinstatement requirements as required by this
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(h) Evidence that an owner of a motor vehicle, registered or required to be registered in
this state, has operated or permitted such motor vehicle to be operated in this state without
having in force and effect the financial security required by this act for such vehicle, together
with proof of records of the division of vehicles indicating that the owner did not have such
financial security, shall be prima facie evidence that the owner did at the time and place alleged,
operate or permit such motor vehicle to be operated without having in full force and effect
financial security required by the provisions of this act.

(1) Any owner of a motor vehicle registered or required to be registered in this state
who shall make a false certification concerning financial security for the operation of such motor
vehicle as required by this act, shall be guilty of a class A misdemeanor. Any person, firm or
corporation giving false information to the director concerning another's financial security for the
operation of a motor vehicle registered or required to be registered in this state, knowing or
having reason to believe that such information is false, shall be guilty of a class A misdemeanor.

() The director shall administer and enforce the provisions of this act relating to the
registration of motor vehicles, and the secretary of revenue shall adopt such rules and regulations
as may be necessary for its administration.

(k) Whenever any person has made application for insurance coverage and such
applicant has submitted payment or partial payment with such application, the insurance
company, if payment accompanied the application and if insurance coverage is denied, shall
refund the unearned portion of the payment to the applicant or agent. Such refund may:

(1) Accompany the notice of denial of coverage; or

(2) be separately returned in not more than 10 days from the date of such notice.
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If payment did not accompany the application to the insurance company but was made to
the agent, the agent shall refund the unearned portion of the payment to the applicant upon
receipt of the company's notice of denial.

(I) For the purpose of this act, "declination of insurance coverage" means a final denial,
in whole or in part, by an insurance company or agent of requested insurance coverage.

Sec. 3. K.S.A. 2014 Supp. 40-223 is hereby amended to read as follows: 40-223. (a) (1)
Except as provided in K.S.A. 40-110 and 40-253, and amendments thereto, any person who
makes any examination under the provisions of this act may receive, as full compensation for
such person's services, on a per diem basis an amount fixed by the commissioner, which shall not
exceed the amount recommended by the national association of insurance commissioners, for
such time necessarily and actually occupied in going to and returning from the place of such
examination and for such time the examiner is necessarily and actually engaged in making such
examination including any day within the regular workweek when the examiner would have
been so engaged had the company or society been open for business, together with such
necessary and actual expenses for traveling and subsistence as the examiner shall incur because
of the performance of such services.

(2) For the purposes of this act, "necessary and actual expenses" shall be limited,
whether for travel within the state or travel outside the state, to those limitations expressed in
K.S.A. 75-3207, and amendments thereto, which pertain to official travel outside the state. The
daily charge shall be calculated by dividing the amount the examiner is authorized by the
commissioner of insurance to charge per week by the number of days in the regular workweek of
the company or society being examined.

(b) (1) All of such compensation, expenses, the employer's share of the federal
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insurance contributions act taxes, the employer's contribution to the Kansas public employees
retirement system as provided in K.S.A. 74-4920, and amendments thereto, the self-insurance
assessment for the—workmen's_workers compensation act as provided in K.S.A. 44-576, and
amendments thereto, the employer's cost of the state health care benefits program under K.S.A.
75-6507, and amendments thereto, a pro rata amount determined by the commissioner to provide
vacation and sick leave for the examiner not to exceed the number of days allowed state officers
and employees in the classified service pursuant to regulations promulgated in accordance with
the Kansas civil service act, all outside consulting and data processing fees necessary to perform
any examination, and a pro rata amount determined by the commissioner not to exceed an annual
aggregate of $18,000 to fund the purchase, maintenance and enhancement of examination
equipment and computer software shall be paid to the commissioner of insurance by the
insurance company or society so examined, on demand of the commissioner.

(2) The amount paid for all outside consulting and data processing fees necessary to
perform any financial examination at any one company or society, including examination of such
company's or society's subsidiaries or any combination thereof, and the pro rata amount to fund
the purchase of examination equipment and computer software shall not collectively total more
than:

(A) $50,000 for any insurance company or society which has less than $200,000,000 in
gross premiums, both direct and assumed, in the preceding calendar year; or

(B) $1+66;606-$500.000 for any insurance company or society which has $200,000,000
or more in gross premiums, both direct and assumed, in the preceding calendar year.

(3) The amount paid for all outside consulting and data processing fees necessary to

perform any market regulation examination at any one company or society, including
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examination of such company's or society's subsidiaries, or any combination thereof, and the pro
rata amount to fund the purchase of examination equipment and computer software shall not
collectively total more than $25,000.

(c) Such demand shall be accompanied by the sworn statement of the person making
such examination, setting forth in separate items the number of days necessarily and actually
occupied in going to and returning from the place of such examination, the number of days the
examiners were necessarily and actually engaged in making such examination including those
days within the regular workweek while the examination was in progress and the company or
society had closed for business, and the necessary and actual expenses for traveling and
subsistence, incurred in and on account of such services.

(d) A duplicate of every such sworn statement shall be kept on file in the office of the
commissioner of insurance. All moneys so paid to the commissioner of insurance shall be
remitted to the state treasurer in accordance with the provisions of K.S.A. 75-4215, and
amendments thereto. Upon receipt of each such remittance, the state treasurer shall deposit the
entire amount in the state treasury to the credit of the insurance company examination fund. The
state treasurer shall issue duplicate receipts therefor, one to be delivered to the commissioner of
insurance and the other to be filed with the director of accounts and reports.

Sec. 4. K.S.A. 40-2127 is hereby amended to read as follows: 40-2127. (a) Not later
than July 1, 1993, and July 1 of each succeeding year, the board shall submit an audited financial
report for the plan for the preceding calendar year to the commissioner in a form provided or
prescribed by the commissioner.

(b) The financial status of the plan shall be subject to examination by the commissioner

or the commissioner's designee. Such examination shall be conducted at least once every-three
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five years-beginningJanuary+—1995. The commissioner shall transmit a copy of the results of
such examination to the legislature by February 1 of the year following the year in which the
examination is conducted.

New Sec. 5. The following definitions shall apply to K.S.A. 40-246b through 40-246e,
and amendments thereto, and section 7, and amendments thereto:

(a) "Exempt commercial purchaser" means any person purchasing commercial
insurance that, at the time of placement, meets the following requirements:

(1) The person employs or retains a qualified risk manager to negotiate insurance
coverage;

(2) the person has paid aggregate nationwide commercial property and casualty
insurance premiums in excess of $100,000 in the immediately preceding 12 months; and

(3) the person:

(A) Possesses a net worth in excess of $20,040,000, except that this amount shall be
adjusted every five years by rules and regulations of the commissioner of insurance to account
for the percentage change in the consumer price index;

(B) generates annual revenues in excess of $55,100,000, except that this amount shall
be adjusted every five years by rules and regulations of the commissioner of insurance to account
for the percentage change in the consumer price index;

(C) employs more than 500 full-time or full-time-equivalent employees per insured
entity or is a member of an affiliated group employing more than 1,000 employees in the
aggregate;

(D) 1s a not-for-profit organization or public entity generating annual budgeted

expenditures of at least $33,060,000, except that this amount shall be adjusted every five years
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by rules and regulations of the commissioner of insurance to account for the percentage change
in the consumer price index; or

(E) 1s a municipality with a population in excess of 50,000 persons.

(b) "Home state" (1) In general, except as provided in subparagraph (2), the term "home
state" means, with respect to an insured:

(A) The state in which an insured maintains its principal place of business or, in the
case of an individual, the individual's principal residence; or

(B) if 100% of the insured risk is located out of the state referred to in paragraph (1)
(A), the state to which the greatest percentage of the insured's taxable premium for that insurance
contract is allocated.

(2) Affiliated groups. If more than one insured from an affiliated group are named
insureds on a single non-admitted insurance contract, the term "home state" means the home
state, as determined pursuant to paragraph (1), of the member of the affiliated group that has the
largest percentage of premium attributed to it under such insurance contract.

(c) "Nonadmitted insurer" means an insurer that is not authorized or admitted to
transact the business of insurance under the law of the home state, but does not include a risk
retention group as that term is defined in 15 U.S.C. § 3901(a)(4), as in effect on July 1, 2015.

(d) "Principal place of business" means, with respect to determining the home state of
the insured, the state where the insured maintains its headquarters and where the insured's high-
level officers direct, control and coordinate the business activities of the insured.

(e) "Surplus lines insurance" means insurance procured by a surplus lines licensee from
a surplus lines insurer as permitted under the law of the home state. "Surplus lines insurance"

shall also mean excess lines insurance as may be defined by applicable state law.
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(f) This section shall take effect on and after January 1, 2016.
Sec. 6. On January 1, 2016, K.S.A. 2014 Supp. 40-246¢ is hereby amended to read as
follows: 40-246¢. (a) On March 1 of each year, each licensed agent shall collect and pay to the

commissioner a-sam—based_tax of 6% on the total gross premiums charged, less any return

premiums, for surplus lines insurance-prevtded _transacted by the licensee pursuant to the licenses

insureds whose home state is this state.

(b) The tax on any portion of the premium unearned at termination of insurance, if any,
having been credited by the state to the licensee shall be returned to the policyholder directly by
the surplus lines licensee or through the producing broker. The surplus lines licensee is

prohibited from rebating any part of the tax for any reason.-Fe-the-extent-that-otherstates—where

(c) The individual responsible for filing the statement shall be the agent who signs the

policy or the agent of record with the company. The commissioner of insurance shall collect
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double the amount of tax herein provided from any licensee or other responsible individual as
herein described who shall fail, refuse or neglect to transmit the required affidavit or statement or
shall fail to pay the tax imposed by this section, to the commissioner within the period specified.

New Sec. 7. (a) A surplus lines producer seeking to place non-admitted insurance for an
exempt commercial purchaser is not required to file the signed statement under K.S.A. 40-246b,
and amendments thereto, if the surplus lines producer has disclosed to the exempt commercial
purchaser that such insurance may or may not be available from the admitted market that may
provide greater protection with more regulatory oversight and the exempt commercial purchaser
has subsequently requested in writing the surplus lines producer to procure or place such
insurance from a nonadmitted insurer.

(b) This section shall take effect on and after January 1, 2016.

New Sec. 8. The commissioner of insurance may adopt such rules and regulations as
are reasonable, necessary and incidental to the enforcement and administration of the provisions
of K.S.A. 2014 Supp. 40-246b through 40-246e and section 7, and amendments thereto. Such
rules and regulations shall be adopted no later than January 1, 2017.

(b) This section shall take effect on and after January 1, 2016.

Sec. 9. K.S.A. 40-2127 and K.S.A. 2014 Supp. 40-223 and 40-3118 are hereby
repealed.";

On page 13, in line 1, before "K.S.A" by inserting "On January 1, 2016,"; also in line 1,
after "Supp." by inserting "40-246c¢,"; also in line 1, by striking "is" and inserting ", 40-5701, 40-
5702 and 40-5703 are"; in line 3, by striking "January 1, 2016, and";

And by renumbering sections accordingly;

On page 1, in the title, in line 4, after the semicolon by inserting "motor vehicle liability
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insurance, mailing notice of termination of coverage; certain financial examinations, consulting
fees, examination period; surplus lines insurance, gross premiums and tax thereon;"; also in line
4, after "K.S.A." by inserting "40-2127 and K.S.A."; also in line 4, after "Supp." by inserting
"40-223, 40-246c¢,"; also in line 4, after "40-2,194" by inserting "and 40-3118"; in line 5, by
striking "section" and inserting "sections; also repealing K.S.A. 2014 Supp. 40-5701, 40-5702
and 40-5703";

And your committee on conference recommends the adoption of this report.

Conferees on part of Senate

Conferees on part of House



