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AN ACT relating to insurance.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 304.2-150 is amended to read as follows:

(1)
The commissioner shall carefully preserve in the department and in permanent form, a correct account of all his transactions and of all fees and moneys received by him by virtue of his office, together with all financial statements, examination reports, correspondence, filings, and documents duly received by the department. The commissioner shall hand the same over to his or her successor in office.

(2)
The commissioner shall keep a suitable record of all insurer certificates of authority and of all licenses issued under this code, together with all applicable suspensions and revocations and of the causes thereof.

(3)
Unless otherwise provided by law, records of the department shall be open to the extent provided by the Kentucky Open Records Act, KRS 61.872 to 61.884:

(a)
The following records shall be open:

1.
Rate and form filings and information filed in support thereof;

2.
Other records as provided by law; and

3.
All information filed by the department with the National Association of Insurance Commissioners, which that association makes available;

(b)
The following records shall be closed:

1.
All information received in confidence from the department of insurance of any other state, or country, or from the National Association of Insurance Commissioners, including,[ but not limited to,] information from the insurance regulatory information system. However, records described in this paragraph may be used by the commissioner in enforcement prosecutions and proceedings for disciplinary action, and may be disclosed to other law enforcement authorities; and

2.
Other records as provided by law; and

(c)
When inspection of department records is denied, any person challenging the denial shall follow the procedures set forth in the Kentucky Open Records Act, KRS 61.872 to 61.884.

(4)
After five (5) years, the commissioner may destroy unneeded or obsolete records and filings in the department.

(5)
The department shall not charge a fee inconsistent with fees charged by other state agencies for copies of records requested by the public in accordance with[pursuant to] this section.

SECTION 2.   A NEW SECTION OF SUBTITLE 2 OF KRS 304 IS CREATED TO READ AS FOLLOWS:

(1)
For the purpose of determining market conduct and business practices, the commissioner may examine a person's market and business practices that may include a review of underwriting, policyholder service, claims, marketing and sales, producer licensing, complaint handling, or any other business practice that the commissioner reasonably deems to be carried out under the license granted by the department as often as the commissioner determines is reasonably necessary.

(2)
The commissioner may, in like manner, examine each insurer applying for an initial certificate of authority to transact insurance in this state.

(3)
The commissioner may, in his or her discretion, make the examination in cooperation with the insurance supervisory officers of other states in which the insurer transacts business and may participate in joint examination of insurers or be represented in an examination by an examiner of another state.

Section 3.   KRS 304.2-260 is amended to read as follows:

(1)
The commissioner shall deliver a copy of the examination report to the person examined, together with a notice affording the[such] person twenty (20) days or an[such] additional reasonable period as the commissioner for good cause may allow within which to review the report and recommend changes therein.

(2)
If so requested by the person examined, within the period allowed under subsection (1) of this section, or if deemed advisable by the commissioner without a[such] request, the commissioner shall hold a hearing relative to the report and shall not file the report in the department for public inspection until after the[such] hearing and his or her order thereon, except that the commissioner may furnish a copy of the report to the Governor or Attorney General of the state pending final decision thereon.

(3)
If no[ such] hearing has been requested or held, the commissioner shall fully consider and review the report, together with any written submissions or rebuttals and any relevant portions of the examiner's workpapers and enter an order within sixty (60) days of the end of the period allowed under subsection (1) of this section. The order of the commissioner shall:

(a)
Adopt the examination report as filed or with modifications or corrections. If the examination report reveals that the person is operating in violation of or has violated any law, administrative regulation, or prior order of the commissioner, the commissioner may order the person to take[ such] action to cure the violations and impose[ such] penalties as the commissioner considers necessary and appropriate; or

(b)
Reject the examination report with directions to the examiners to reopen the examination for purposes of obtaining additional data, documentation, or information, and refiling as provided in KRS 304.2-250; or

(c)
Call for a hearing for purposes of obtaining additional documentation, data, information, and testimony.

(4)
Upon entry of the commissioner's order, the examination report, with[ such] modifications, if any, thereof as the commissioner deems proper, shall be filed in the department for public inspection, except that the commissioner may withhold from public inspection any examination report for so long as he or she deems the[such] withholding to be necessary for the protection of the person examined against unwarranted injury or to be in the public interest and except that the commissioner shall withhold from public inspection any examination report of a domestic insurer as provided in KRS 304.2-270.

(5)
(a)
As used in this section, "workpaper" means a written or recorded document, note, memorandum, critique, comment, recommendation, or other information copied, established, created, or retained by the commissioner or his or her designee for the purpose of conducting an examination or drafting an examination report.

(b)
An examination workpaper shall be deemed confidential information and shall not be available for public inspection, except that the commissioner may in his or her discretion disclose an examination workpaper, the content of a preliminary examination report, examination results, or any other matter relating to an examination report to the department of insurance of any other state or country, or to law enforcement officials of this or any other state, or to an agency of this or any other state or the federal government at any time, if the agency or office receiving the report or matters relating to the report, agrees in writing to hold the information confidential and in a manner consistent with this section.
(6)
The commissioner shall forward to the person examined a copy of the examination report as filed for public inspection, together with the order of the commissioner.

(7)
If the report concerns the examination of a domestic insurer, a copy of the report, when filed for public inspection, or if withheld from public inspection under Section 4 of this Act, or subsection (4) of this section, together with the order of the commissioner, shall be presented by the insurer's chief executive officer to the insurer's board of directors or similar governing body at a meeting thereof which shall be held within ninety (90) days next following receipt of the report and order. A copy of the report and order shall also be furnished by the secretary of the insurer, if incorporated, or by the attorney-in-fact if a reciprocal insurer, or Lloyd's plan insurer, to each member of the insurer's board of directors or board of governors, if a reciprocal insurer, or Lloyd's plan insurer, and the certificate of the secretary or attorney-in-fact, which shall be filed promptly with the department, that a copy of the examination report and order, has been so furnished shall be deemed to constitute knowledge of the contents of the report and order by each[ such] member.

(8)[(7)]
The report when so filed in the department shall be admissible in evidence in any action or proceeding brought by the commissioner against the person examined, or against its officers, employees, or agents. In any[ such] action or proceeding, brought by the commissioner, the commissioner or his or her examiners may, however, at any time testify and offer proper evidence as to information secured or matters discovered during the course of an examination, whether or not a written report of the examination has been either made, furnished, or filed in the department.

Section 4.   KRS 304.2-270 is amended to read as follows:

The report of examination of a domestic insurer, although filed in the department as provided in KRS 304.2-260 shall nevertheless not be for public inspection except as to those portions of the report showing the insurer's current financial condition. The examination workpaper, as defined in Section 3 of this Act,[comments and recommendations of the examiner(s)] shall be deemed confidential information and shall not be available for public inspection, except that the commissioner may in his discretion disclose the content of an examination report, preliminary examination report, examination[or] results, or any other matter relating to an examination report, to the Department of Insurance of any other state or country, or to law enforcement officials of this or any other state, or to an agency of this or any other state or the federal government at any time, if the agency or office receiving the report or matters relating to the report agrees in writing to hold it confidential and in a manner consistent with this section and KRS 304.2-260.

Section 5.   KRS 304.3-180 is amended to read as follows:

(1)
A certificate of authority shall continue in force as long as the insurer is entitled thereto under this code, and until suspended or revoked by the commissioner or terminated at the insurer's request; subject, however, to continuance of the certificate by the insurer each year by:

(a)
Payment[ on or before March 1] of the continuation fee provided in Subtitle 4 of this chapter, by March 1, or, if paid by mail, postmarked no later than March 1;

(b)
Due filing by the insurer of its annual statement for the next preceding calendar year as required by KRS 304.3-240;

(c)
Payment by the insurer of premium taxes with respect to the preceding calendar year; and

(d)
Due filing by domestic companies of quarterly statements as approved by the National Association of Insurance Commissioners.

(2)
If not so continued by the insurer, its certificate of authority shall expire at midnight on the June 30 next following the failure of the insurer to continue it in force, unless earlier revoked for failure to pay taxes as provided in KRS 304.4-040. The commissioner shall promptly notify the insurer of the occurrence of any failure resulting in impending expiration of its certificate of authority.

(3)
The commissioner may, in his or her discretion, upon the insurer's request made within three (3) months after expiration, reinstate a certificate of authority which the insurer has inadvertently permitted to expire, after the insurer has fully cured all its failures which resulted in the expiration. Otherwise the insurer shall be granted another certificate of authority only after filing application therefor and meeting all other requirements as for an original certificate of authority in this state.

(4)
An insurer shall not use the same accountant or partner of an accounting firm responsible for preparing the report required by subsection (1) of this section for more than four (4) consecutive years.

Section 6.   KRS 304.3-240 is amended to read as follows:

(1)
Each authorized insurer shall annually[, before the first day of March,] file with the commissioner a true statement of its financial condition, transactions, and affairs as of December 31 preceding. The statement shall be on forms prescribed by the National Association of Insurance Commissioners and shall be completed according to the instructions of the National Association of Insurance Commissioners, and shall be verified by the oaths of at least two (2) of the insurer's principal officers. The annual statement of a reciprocal insurer shall be made and verified by its attorney-in-fact. The annual statement shall be filed by March 1 of each year, or, if filed by mail, postmarked no later than March 1. The annual statement of a foreign or alien insurer may be executed or verified by facsimile or reproduced signature, however, the annual statement of a domestic insurer shall contain original signatures.
(2)
[The commissioner shall annually during November furnish each insurer duplicate copies of annual statement forms as next required to be filed.]The statement forms shall be in general form and context as approved by the National Association of Insurance Commissioners for the kinds of insurance to be reported upon, and as supplemented for additional information required by the commissioner.

(3)
The annual statement of an alien insurer shall relate only to its assets, transactions, and affairs in the United States unless the commissioner requires otherwise. The statement shall be verified by the insurer's United States manager or by its officers duly authorized.

(4)
The commissioner may suspend or revoke the authority of any insurer failing to file its annual and quarterly statement when due or failing so to file during any extension of time therefor which the commissioner, for good cause, may grant.

(5)
Notwithstanding the provisions of this section or any other law of this Commonwealth, an authorized insurer may, subject to the requirements of regulations promulgated[adopted] by the commissioner, publish financial statements or information based on financial statements prepared on a basis which is in accordance with requirements of a competent authority and which differs from the basis of the statements which have been filed with the commissioner in compliance with this section. [Such ]differing financial statements or information based on the financial statements shall not be made the basis for the application of any provision of this chapter not relating solely to the publication of financial information unless the provision specifically so requires.

Section 7.   KRS 304.8-090 is amended to read as follows:

(1)
The commissioner shall designate at least one (1) bank[but not more than five (5) banks] or trust company[companies] in each county of this state containing a city of the first class and[ such] other banks as proposed by the insurer and approved by the commissioner which[whose vaults] shall be used as depositories for assets of insurers deposited under this code. 

(2)
Any expense associated with[Each insurer] depositing assets under this code shall be borne by the insurer[, at its own expense, rent space therefor in the vaults of the banks or trust companies so designated].

Section 8.   KRS 304.33-110 is amended to read as follows:

(1)
Whenever the commissioner has reasonable cause to believe, and determines[, after a hearing held as prescribed in subsection (2) of this section,] that any insurer has committed or engaged in, or is committing or engaging in or is about to commit or engage in any act, practice, or transaction that would subject it to formal delinquency proceedings under this subtitle, he or she may make and serve upon the insurer and any other persons involved, an emergency order in accordance with KRS 13B.125, other than seizure orders under KRS 304.33-120, as is reasonably necessary to correct, eliminate, or remedy the conduct, condition, or ground. If the emergency order is for a restoration of or addition to capital, it shall be carried out as provided in KRS 304.24-350.

(2)
The commissioner may apply for and any court of general jurisdiction may grant, restraining orders, temporary and permanent injunctions, and other orders as are deemed necessary to enforce an emergency order.

Section 9.   KRS 304.37-580 is amended to read as follows:

(1)
At no time shall the officers, directors who are interested persons, or insiders of the mutual insurance holding company and its subsidiaries and affiliates beneficially own, in the aggregate, more than eighteen percent (18%) of the voting stock of the insurance company subsidiary of a mutual insurance holding company, an intermediate holding company subsidiary of a mutual insurance company, or an insurance company subsidiary of an intermediate holding company subsidiary to a mutual insurance holding company.

(2)
This subsection applies to directors who are not interested persons of the mutual insurance holding company and its subsidiaries and affiliates. These directors shall not purchase or beneficially own, in the aggregate, more than three percent (3%) of the voting stock of an insurance company subsidiary of a mutual insurance company or an insurance company subsidiary of an intermediate holding company subsidiary to a mutual insurance holding company.

(3)
No person may directly or indirectly offer to acquire or acquire, in any manner, beneficial ownership of more than fifteen percent (15%) of any class of voting securities of an insurance company subsidiary of a mutual insurance holding company, an intermediate holding company subsidiary of a mutual insurance company, or an insurance company subsidiary of an intermediate holding company subsidiary to a mutual insurance holding company.

Section 10.   KRS 56.080 is amended to read as follows:

Before July 1 of each year, the Department of Insurance shall reconsider its appraisal and valuation of all real property[public buildings] and personal property belonging to or under the control and use of the state or any state agency, and shall certify any changes in value to the agency that has the custody or control of the property. The appraisal and valuation shall equal the amount that the Department of Insurance deems necessary to replace the property at the time of the appraisal, which may be less actual depreciation.

Section 11.   KRS 56.090 is amended to read as follows:

Before July 1 of each year the Department of Insurance shall fix, upon all real property[each public building] and upon each class of personal property belonging to or controlled or used by the state or any agency of the state, the rate of premium that the Department of Insurance deems to be the average rate charged by responsible insurance companies doing business in this state for insurance against damage by fire and other hazards upon property of like kind and degree of risk. The premium and insurance shall be calculated upon one hundred[ninety] percent (100%)[(90%)] of the valuation for real property, and upon one hundred percent (100%) of the valuation for each class of personal property. Before July 1 of each year the Department of Insurance shall certify to the State Treasurer the premium to be charged against each agency of the state.

Section 12.   KRS 56.110 is amended to read as follows:

If[In case] any real property[building] or personal[other] property belonging to the state or a state agency is damaged by any of the perils insured against, except as otherwise provided in KRS 56.070 to 56.180, the agency having control or custody over the property shall within thirty (30) days certify the event to the Department of Insurance. After receiving in any manner knowledge of the event, the Department of Insurance shall ascertain and fix the amount of damage and file with the State Treasurer a statement thereof. If the agency having control or custody of the property disagrees with the value of the property or the amount of loss[estimate of damage], the agency shall make written demand for an adjustment on the loss. The agency and the Department of Insurance shall each select[appoint] one (1) competent and impartial appraiser[member of a board of appraisers], and each shall pay its chosen appraiser. The two (2) appraisers shall select an umpire and bear the expenses of the appraisal and umpire equally. The appraisers shall state separately the value of the property and the amount of loss. If they fail to agree, they will submit their differences to the umpire. An appraisal agreed upon by any two (2) shall be binding[which two (2) members shall select a third member]. An award in writing, submitted by the umpire[board of appraisers] to the State Treasurer, shall determine the amount of damage.

Section 13.   KRS 56.120 is amended to read as follows:

When the amount of damage has been determined, the State Treasurer shall debit the account of the state fire and tornado insurance fund by that amount and credit with an equal amount the account of the agency that has control or custody of the property damaged, and upon warrant from the Finance and Administration Cabinet, the Treasurer shall pay to the agency the amount so credited to it, for the purpose of repairing the damage or reconstructing or replacing the damaged or destroyed property. If the agency deems it impracticable or undesirable to use the money for repair, reconstruction, or replacement of the property damaged or destroyed, it may, with the approval of the Finance and Administration Cabinet, and subject to the provisions of KRS 56.491, expend said funds for the acquisition, repair, construction, or reconstruction of property similar to the property damaged or destroyed. No debit, credit, or payment made on account of the damage to any one (1) subject of risk, by any one (1) loss, shall be in excess of five hundred thousand dollars ($500,000), unless the Department of Insurance has effected reinsurance upon the subject of risk[ such as] to limit the liability of the state fire and tornado insurance fund to five hundred thousand dollars ($500,000), and unless the excess over this amount has actually been paid into the fund by the reinsurer or compensation is forthcoming within (30) days[reinsuring company or companies].

Section 14.   KRS 56.140 is amended to read as follows:

(1)
The State Treasurer, with approval of every investment by the Finance and Administration Cabinet, may invest the state fire and tornado insurance fund in compliance with KRS 42.500[:

(a)
Obligations of the United States government, its agencies, and Kentucky cities of the first, second, third, and fourth classes;

(b)
Warrants issued on the State Treasurer;

(c)
State bonds, including bridge revenue bonds issued under KRS 180.010 to 180.250;

(d)
Bonds or other evidences of indebtedness of any domestic corporation that is an agent or instrumentality of the state or of any city, county, or school district of the state, secured by a mortgage on real estate in Kentucky that has been conveyed to the corporation by any city, county, school district, or state educational institution, and which the corporation has leased and given the option to lease to the city, county, school district, or state educational institution, with option in the lessee to purchase the property, or an interest therein, on the payment of the aggregate sum of the bond issue, plus the expenses incident to the issuance of the bonds and the formation and dissolution of the corporation, subject to credit of the amounts paid as rental for such property; and

(e)
School bonds issued by cities under KRS 162.120 to 162.290].

(2)
The Finance and Administration Cabinet shall not approve investments on which there has ever been a default in payment of principal or interest preceding the date of acceptance by the State Treasurer.

(3)
All income from investments credited to the state fire and tornado insurance fund shall be credited to that fund.

Section 15.   KRS 56.150 is amended to read as follows:

The Department of Insurance and the State Treasurer may employ[ such] assistance and incur[ such] expenses[ as are] necessary to carry out the purposes of KRS 56.070 to 56.180, subject to approval in advance by the Finance and Administration Cabinet. All these[such] expenses may be debited against the state fire and tornado insurance fund, and paid on warrant of the Finance and Administration Cabinet.[, but] The total of these[such] expenses during any fiscal year shall not exceed ten percent (10%) of the calculated standard premium, prior to the application of any experience credits,[total receipts] of the fund during the same fiscal year. If[ such] expenses are incurred at a time when there is not a sufficient amount in the fund to pay them, they shall constitute a prior claim to be paid out of the first premium receipts of the fund thereafter before any damages on account of insured losses are paid.

Section 16.   KRS 56.160 is amended to read as follows:

With the approval of the Finance and Administration Cabinet, the Department of Insurance may contract with any responsible property or casualty[fire and tornado] insurance or reinsurance company authorized to do business in Kentucky to reinsure any subject of risk of which the total valuation has been fixed at over five hundred thousand dollars ($500,000), thereby limiting[ in such a way as to limit] the net liability of the state fire and tornado insurance fund, with respect to the[such] subject of risk, to five hundred thousand dollars ($500,000). The premium for reinsurance shall be paid out of the state fire and tornado insurance fund, on warrant of the Finance and Administration Cabinet.

Section 17.   KRS 189.285 is amended to read as follows:

(1)
A person shall not operate a motorcycle on a highway:

(a)
Except when that person is in possession of a valid motorcycle operator's license; and

(b)
Unless that person uses an approved eye-protective device, in the manner prescribed by the secretary of the Transportation Cabinet, at all times such vehicle is in motion; and

(c)
Unless the motorcycle is equipped with a rear-view mirror.

(2)
A person shall not operate or ride as a passenger on a motorcycle:

(a)
Except on a seat permanently attached to that vehicle and specifically designed to carry the operator or passenger in a safe manner; and

(b)
Except when using a footrest permanently attached to that vehicle and specifically designed to carry that person in a safe manner.

(3)
The following persons shall be required to wear protective headgear, in the manner prescribed by the secretary of the Transportation Cabinet, at all times the motorcycles they are riding are in motion on a public highway:

(a)
A person under the age of twenty-one (21) years who is operating a motorcycle or who is a passenger on a motorcycle or in a sidecar attachment;

(b)
A person who possesses a motorcycle instruction permit and who is operating a motorcycle; and
(c)
A person who has held a valid motorcycle operator's license, or combination motor vehicle-motorcycle operator's license, for less than one (1) year and who is operating a motorcycle[; and

(d)
Any person who does not provide proof of health insurance to the county clerk when registering a motorcycle in accordance with KRS 186.865].

(4)
A motorcycle operator authorized to drive a motorcycle on an instruction permit shall not be authorized to carry passengers.

(5)
The secretary of the Transportation Cabinet shall by regulation fix minimum standards for approved protective headgear and for approved eye-protective devices, and prescribe the manner in which they shall be used. The secretary shall maintain and cause to be published a list of approved protective headgear and of approved eye-protective devices. The secretary may prescribe by regulation minimum standards for other protective devices and require the use of those devices.

(6)
As used in this chapter and KRS Chapter 186, "motorcycle" means any motor driven vehicle having a seat or saddle for the use of the operator and designed to travel on not more than three (3) wheels in contact with the ground, but excluding tractors and vehicles on which the operator and passengers ride in an enclosed cab and excluding a moped as defined in this section.

(7)
"Moped" means either a motorized bicycle whose frame design may include one (1) or more horizontal crossbars supporting a fuel tank so long as it also has pedals, or a motorized bicycle with a step-through type frame which may or may not have pedals rated no more than two (2) brake horsepower, a cylinder capacity not exceeding fifty (50) cubic centimeters, an automatic transmission not requiring clutching or shifting by the operator after the drive system is engaged, and capable of a maximum speed of not more than thirty (30) miles per hour.

Section 18.   The following KRS sections are repealed:

186.865   Motorcycle registration requirements -- Health insurance requirements.

304.13-043   Hearings on insurance for political subdivisions.

304.17-410   Department to collect data concerning cost of health insurance -- Report to General Assembly.
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