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AN ACT relating to state risk.

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

Section 1.   KRS 44.055 is amended to read as follows:

(1)
Any state agency, as defined in KRS Chapter 12, may in its discretion, for the protection of the public and its employees, expend state funds to purchase policies of insurance of all kinds deemed advisable covering vehicles, including boats, owned by the state and operated by state employees when in the conduct of official business. The commissioner of insurance, upon recommendation of the secretary of the Finance and Administration Cabinet, shall initiate and be responsible for the purchase of a blanket liability insurance policy to cover the officers and employees of the several state agencies and shall determine, by administrative regulation, the policy limits that shall be applicable to the persons covered in each such affected agency[ not to exceed the limit prescribed in KRS 44.070].

(2)
Nothing contained in this section shall be construed to be a waiver of sovereign immunity and claims against the Commonwealth, its agencies, officers, employees, or insurers may be asserted only in the manner set forth in KRS 44.070 to 44.160.

(3)
Policies authorized by this section shall be purchased only from insurers authorized to do business in this state and shall be countersigned by a licensed resident agent.

Section 2.   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 3.   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 percent (100%)[ninety percent (90%)] of the valuation of all real property and 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 4.   KRS 56.100 is amended to read as follows:

(1)
Each fiscal year the State Treasurer shall deduct from any funds in his hands payable to an agency for the care and maintenance of real and personal[public buildings or] property, an amount equal to the premiums certified to him as chargeable against that agency. The amount so debited shall be credited to an account kept by the State Treasurer and known as the state fire and tornado insurance fund. No premium shall be charged on any one (1) subject of risk upon a valuation of more than one million dollars ($1,000,000)[five hundred thousand dollars ($500,000)] unless the Department of Insurance has contracted for reinsurance that limits the liability of the fund to one million dollars ($1,000,000)[five hundred thousand dollars ($500,000)] upon such subject of risk.

(2)
The department shall prescribe a certificate setting forth the terms and conditions of coverage under the state fire and tornado insurance fund. Different forms of certificates may be used for different risks. Such certificates may contain such terms and conditions as the department may prescribe, including, but not limited to, a deductible in order that there be fair allocation of significant losses and the elimination of unnecessary costs in administering the state fire and tornado insurance fund.

Section 5.   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 to 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 one million dollars ($1,000,000)[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 one million dollars ($1,000,000)[five hundred thousand dollars ($500,000)], and unless the excess over this amount has actually been paid into the fund by the reinsuring company or companies.

Section 6.   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 7.   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 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 such expenses during any fiscal year shall not exceed ten percent (10%) of the total calculated standard premiums, prior to the application of any experience credits,[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 8.   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 and casualty insurer[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 one million dollars ($1,000,000)[five hundred thousand dollars ($500,000)] in such a way as to limit the net liability of the state fire and tornado insurance fund with respect to such subject of risk to one million dollars ($1,000,000)[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 9.   KRS 56.170 is amended to read as follows:

If the Department of Insurance becomes aware of a hazard in any building owned or occupied by the state or any agency thereof, the Department may make recommendations regarding the removal or correction of the hazard to the agency having control or custody of the building[The Department of Insurance shall annually have an inspection made of each building and its contents owned by the state or any agency thereof, for the purpose of determining the unnecessary causes of a fire hazard therein, and shall make recommendations to the agency having control or custody of the building relative to the removal or correction of the hazard]. Reasonable differences in the premium chargeable against the agency on account of the building and its contents may be made contingent upon compliance with such recommendations.

Section 10.   KRS 304.44-010 is amended to read as follows:

As used in this subtitle, unless the context requires otherwise:

(1)
"Department" means the Department of Insurance;

(2)
"Mine subsidence" means the collapse of underground coal mines resulting in direct damage to a structure. It does not include loss caused by earthquake, landslide, water seepage, volcanic eruption, or collapse of storm, and sewer drains;

(3)
"Mine subsidence insurance fund" or "fund" means the fund established by this subtitle and administered as determined by the department;

(4)
"Policy" means a contract of insurance providing mine subsidence insurance;

(5)
"Premium" means the gross rate charged policyholders for insurance provided by this subtitle;

(6)
"Dwelling structure" means any dwelling, building, or fixture permanently affixed to realty, but does not include land, trees, plants, or crops;[ and]
(7)
"Administrator" means the organization designated by the commissioner of the department to administer the fund; and

(8)
"Nondwelling structure" means any structure that is not principally used for residential purposes or that houses more than four family units and is permanently affixed to realty, but does not include land, trees, plants, or crops.

Section 11.   KRS 304.44-030 is amended to read as follows:

After July 15, 1984, every insurance policy issued or renewed insuring on a direct basis a structure located in a county or portion of a county in this state except for counties exempted pursuant to KRS 304.44-060 shall include, at a separately stated premium, insurance for loss occurring after July 15, 1984, caused by mine subsidence unless waived in writing by the insured. The premium charged for coverage shall be the same as the premium level set by the administrator. The loss coverage shall be the loss in excess of two percent (2%) of the policy's total insured value, but at no time shall the deductible be less than two hundred fifty dollars ($250) nor more than five hundred dollars ($500). The total insured value reinsured by the administrator shall not exceed one hundred thousand dollars ($100,000) per dwelling structure and two hundred thousand dollars ($200,000) per nondwelling structure. The insurer shall not be required to write a policy for mine subsidence coverage in excess of the amount reimbursable from the fund as authorized by this subtitle.

Section 12.   KRS 304.44-050 is amended to read as follows:

All insurers writing property insurance covering structures in this state shall enter into a reinsurance agreement with the administrator in which each insurer agrees to cede to the administrator one hundred percent (100%), up to two[one] hundred thousand dollars ($200,000)[($100,000)], of any subsidence insurance coverage issued and, in consideration of the ceding commission retained by the insurer, agrees to undertake adjustment of losses, and payment of taxes, and to absorb all other expenses of the insurer necessary for sale of policies and administration of the mine subsidence insurance program. The administrator shall agree to reimburse the insurer from the fund for all amounts paid policyholders for claims resulting from subsidence and shall pay from the fund all costs of administration incurred by the administrator, but an insurer is not required to pay any claim for any loss insured under this subtitle except to the extent that the amount available in the mine subsidence insurance fund is sufficient to reimburse the insurer for such claim. Claims made under the provisions of the subtitle shall not be deemed to constitute a debt, liability, or obligation of the Commonwealth or any political subdivision thereof or a pledge of the faith and credit of the Commonwealth or any political subdivision except to the extent the fund has accumulated reserves from premiums, state or federal grants, investment income, or state appropriations.
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