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AN ACT relating to motor vehicle insurance.

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

SECTION 1.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 18 of this Act:

(1)
"Association" means the Kentuckians Insuring Kentuckians Association.

(2)
"Board" means the advisory board of the Kentuckians Insuring Kentuckians Association who will advise the commissioner regarding the administration of the association.

(3)
"Coverage" means a policy that meets the requirements of KRS 304.39-110 obtained through the association.

(4)
"Eligible individual" means an individual who:

(a)
Has been a resident of Kentucky for the past twelve (12) months;

(b)
Is the owner or operator of a motor vehicle;

(c)
Is currently without security covering the vehicle as required in KRS 304.39-080; and

(d)
Meets the financial and status requirements of Section 2 of this Act.

(5)
"Security covering the vehicle" has the meaning as set forth in KRS 304.39-080.

SECTION 2.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Except as provided in subsection (2) of this section, eligible individuals shall be eligible for coverage based on the following economic scale:

(a)
One (1) family member and the taxable income per year does not exceed sixteen thousand four hundred eighty dollars ($16,480);
(b)
Two (2) family members and the taxable income per year does not exceed twenty-two thousand one hundred twenty dollars ($22,120);
(c)
Three (3) family members and the taxable income per year does not exceed twenty-seven thousand seven hundred sixty dollars ($27,760);
(d)
Four (4) family members and the taxable income per year does not exceed thirty-three thousand four hundred dollars ($33,400);
(e)
Five (5) family members and the taxable income per year does not exceed thirty-nine thousand and forty dollars ($39,040);
(f)
Six (6) family members and the taxable income per year does not exceed forty-four thousand six hundred eighty dollars ($44,680);
(g)
Seven (7) family members and the taxable income per year does not exceed fifty thousand three hundred twenty dollars ($50,320);
(h)
Eight (8) family members and the taxable income per year does not exceed fifty-five thousand nine hundred sixty dollars ($55,960); and
(i)
For families of more than eight (8) members, add four hundred seventy dollars ($470) per month, or five thousand six hundred forty dollars ($5,640) per year, for each additional family member.
(2)
Eligibility for coverage through the association shall not extend to:

(a)
Any person who currently maintains the security as required in KRS 304.39-080;
(b)
Any person who is covered through the association and who terminates coverage unless twelve (12) months have elapsed since the coverage was terminated;

(c)
Any person who ceases to meet the eligibility requirements of this section. The person may be terminated at the end of the policy period;

(d)
Any person less than nineteen (19) years of age, who has not been continuously licensed to drive for the previous three (3) years;

(e)
Any person who has more than one (1) of either, but not both, of the following within the previous three (3) years:

1.
A property-damage-only accident in which the driver was principally at fault; or

2.
A point for a moving violation;

(f)
Any person who has on record, within the previous three (3) years, an at-fault accident involving bodily injury or death;

(g)
Any person assigned to the Kentucky automobile insurance plan; or

(h)
Any person who is a college student claimed as a dependent of another person for federal or state income tax purposes.

SECTION 3.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The policy shall cover the person named in the policy, and to the same extent any other person using the motor vehicle, if the use is with the consent of the covered person. However, the policy shall not cover members of the named insured's household who do not satisfy the requirements of subsection (2)(a) to (g) of Section 2 of this Act.

(2)
The policy shall provide coverage for a motor vehicle with a value, at the time of purchase by the insured, of eighteen thousand dollars ($18,000) or less, as evidenced by the value given to the motor vehicle in assessing personal property taxes.

SECTION 4.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Applications for coverage through the association shall be made to the association on an application supplied by the association.
(2)
At the time of application, an applicant shall present a copy of the applicant's federal or state income tax return for the precious year or other reliable evidence from a governmental agency of the applicant's gross annual household income.

(3)
The applicant shall certify that the representations made in the documents submitted as proof of financial eligibility and in the application for coverage through the association are true, correct, and contain no material misrepresentations or omissions of fact to the best knowledge and belief of the applicant.

(4)
The association shall forward the application, supporting documents, and the applicant's certification to the insurer administrator. After an applicant has been accepted as an insured through the association, eligibility of an insured shall be recertified by the association after the first year of eligibility and annually thereafter by the insurer administrator.

SECTION 5.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
After eligibility has been established, an applicant shall be provided notice relating to coverage under the association policy. The notice shall be provided in a separate document, printed in at least fourteen (14) point boldface type, and shall declare:

(a)
The provisions of the coverage including limits of liability coverage for damages arising out of bodily injury;

(b)
The provisions of coverage including limits of liability coverage for property damage;

(c)
The provisions of coverage regarding basic reparation benefits;

(d)
That if losses from a motor vehicle accident exceed the coverage provided by the policy, the policyholder may be held personally liable and responsible for those losses;

(e)
That if more coverage is desired, then the policyholder will need to purchase a different policy outside the association; and

(f)
That the policy does not cover any other driver in the household who does not satisfy the requirements of subsection (2)(a) to (g) of Section 2 of this Act.
SECTION 6.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Coverage through the association shall be canceled only for the following reasons:

(a)
Nonpayment of premium;

(b)
Fraud or material misrepresentation affecting the policy or the insured;

(c)
The purchase of additional security covering the vehicle; or

(d)
The purchase of security coverage other than coverage through the association for any additional vehicles in the insured's household, in violation of subsection (1) of Section 7 of this Act.

(2)
Coverage through the association shall be nonrenewed only for the following reasons:

(a)
A substantial increase in the risk insured; or

(b)
The insured no longer meets the eligibility requirements.
SECTION 7.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A person insured through the association shall not purchase or maintain any security coverage other than the association policy for any additional motor vehicles in the insured's household.

(2)
No more than two (2) polices are permitted in an insured's household through the association.
SECTION 8.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
There is created in the State Treasury the "Kentuckians Insuring Kentuckians Association Fund." The State Treasurer shall credit moneys from insurers collected in accordance with Section 14 of this Act.

(2)
The Kentuckians Insuring Kentuckians Association fund shall also credit funds from:

(a)
Premiums paid by Kentuckians Insuring Kentuckians Association insureds;

(b)
Gifts, grants, donations, or other voluntary contributions; and

(c)
Earnings on the investment of the moneys in the fund and interest thereof.

SECTION 9.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The department with the assistance of the board shall oversee the administration of the Kentuckians Insuring Kentuckians Association in accordance with Sections 1 to 18 of this Act.

SECTION 10.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The board shall consist of five (5) members appointed by the Governor, as follows:
(a)
Two (2) representatives of a domestic insurance company licensed to do business in this state;
(b)
One (1) representative of a risk management organization;
(c)
One (1) member to represent those "eligible individuals" as described in Section 2 of this Act; and
(d)
One (1) member from the general public, who does not meet the required characteristics of the members described in paragraphs (a) to (c) of this subsection.

(2)
The original members of the board shall be appointed for the following terms:

(a)
One (1) member for a term of one (1) year;

(b)
Two (2) members for a term of two (2) years; and

(c)
Two (2) members for a term of three (3) years.

(3)
After the initial terms, all terms shall be for two (2) years.

(4)
Board members shall be reimbursed for actual and necessary expenses incurred as a result of their duties as board members. Reimbursement of these expenses shall be incurred by the association.

(5)
The members of the board shall annually elect one (1) member to serve as chair for a period of one (1) year.

SECTION 11.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The department with the assistance of the board shall have the following duties regarding administration and operation of the Kentuckians Insuring Kentuckians Association:
(1)
Establish operations policies;
(2)
Establish administrative and accounting procedures;
(3)
Contract with an insurer licensed to do business in this state, through a competitive bidding process, for a period of time not to exceed four (4) years, to administer the association;
(4)
Establish the level of premiums to be paid eligible individuals that apply for coverage through the association, develop a time frame when premiums shall be payable, and bill and collect the premiums monthly;
(5)
Employ an executive director, risk management specialist or financial director, and any other staff necessary to administer and operate the program;

(6)
Establish times and places for regular meetings of the board; and
(7)
Develop a program to publicize the eligibility requirements of and procedures for membership, and to maintain public awareness of the association.
SECTION 12.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The association:

(1)
Shall establish rates, schedules, adjustments, claim reserve formulas, and actuarial functions necessary to the operation and administration of the association, shall determine allowances for general administration expenses, and shall take into consideration variables such as age and sex regarding underwriting practices;

(2)
Shall exercise powers granted to insurers under the laws of this state;

(3)
May take legal action, sue, or be sued; and

(4)
May enter into contracts.

SECTION 13.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The insurer administrator shall:
(1)
Develop and perform all eligibility and administrative claims-payment functions relating to the association;

(2)
Perform all necessary functions to assure timely payment of claims of those individuals who have coverage through the association including:
(a)
Making available information relating to the proper manner of submitting a claim; and

(b)
Evaluating the eligibility of each claim;
(3)
Submit quarterly reports to the board regarding the operation of the plan. The content and form of the reports shall be determined by the board;

(4)
Determine on an annual basis, the net premiums, reinsurance premiums less administrative expenses allowance, the expense of administration pertaining to the reinsurance operations of the program, and the incurred losses for the year, and report this information to the board and to the commissioner;

(5)
Be subject to examination by the department in accordance with Subtitles 2 and 3 of KRS Chapter 304; and

(6)
Be paid for necessary and reasonable expenses, as set forth in the initial contract between the insurer administrator and the board.

SECTION 14.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Every owner of a motor vehicle registered in this Commonwealth or operated in this 

Commonwealth, subject to the requirements set forth in KRS 304.39-080, shall pay, in addition to any premium, an association fee to be collected by the insurer from its policyholders at the same time and in the same manner that its premium or other charges for the insurance coverage is collected. The association fee shall be disclosed to policyholders in accordance with administrative regulations promulgated by the commissioner. No insurer or agent shall be entitled to any portion of any association fee as a commission for its collection. On or before the twentieth day of the month, each insurer shall report and remit to the State Treasurer, on forms prescribed by the commissioner, all association fees collected by it during its preceding monthly accounting period less any moneys returned to policyholders as applicable to the unearned portion of the premium on policies terminated by either the insured or the insurer.

(2)
The fee shall be no more than five dollars ($5) per month, per motor vehicle secured in accordance with KRS 304.39-080.

(3)
Eligible persons who receive coverage through the association shall be exempt from the association fee.

SECTION 15.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Rates for polices issued through the association shall be sufficient to cover losses incurred under policies issued and expenses, including all reasonable and necessary expenses.

(2)
For purposes of this section "losses incurred" means claims paid, claims incurred and reported, and claims incurred but not yet reported.
(3)
In assessing loss reserves, the commissioner shall only allow loss reserves that are estimated from actual losses in the association or comparable data by a statistical agent or actuary, as adjusted to reflect coverage provided through the association.

(4)
The rates shall be determined so that fees collected in accordance with Section 14 of this Act will not be increased for a period of five (5) years.
SECTION 16.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The association shall be exempt from all taxes levied by the state or any of its subdivisions.

SECTION 17.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
Sixty (60) days prior to the regular session of the General Assembly in the year 2002, and each subsequent regular session of the General Assembly thereafter, the association shall submit a written report to the Legislative Research Commission. The report shall contain an evaluation of Kentuckians Insuring Kentuckians Association.

(2)
Beginning no later than June 30, 2001, and annually thereafter, the Auditor of Public Accounts shall audit the association and within sixty (60) days of completion of the audit shall submit a copy of the audit to the Legislative Research Commission and the Department of Insurance.

SECTION 18.   A NEW SECTION OF SUBTITLE 39 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The commissioner shall promulgate administrative regulations necessary to carry out Sections 1 to 18 of this Act.
Section 19.   Sections 1 to 18 of this Act shall be effective upon enactment. However, coverage through the association shall not be available until January 1, 2001.
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