UNOFFICIAL COPY AS OF  02/28/03
03 REG. SESS.
03 RS SB 189/GA


AN ACT relating to insurance.

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

Section 1.   KRS 304.9-430 is amended to read as follows:

(1)
No individual or business entity shall in this state act as or hold himself or herself out to be an adjuster unless then licensed by the Kentucky Department of Insurance as an adjuster. Application for license shall be made to the commissioner according to forms as prescribed and furnished by him or her. The commissioner shall issue the license as to applicants qualified upon payment of the license application fee stated in KRS 304.4-010.

(2)
To be licensed as an adjuster the applicant shall:

(a)
Be an individual twenty-one (21) years or more of age;

(b)
Be a resident of Kentucky, or resident of another state or country which will permit residents of Kentucky to act as adjusters in the other state or country;

(c)
Be an employee of an insurer, a full-time salaried employee of a licensed adjuster or a graduate of a recognized law school, or have experience or special education or training as to the handling of loss claims under insurance contracts of sufficient duration and extent to make him or her reasonably competent to fulfill the responsibilities of an adjuster;

(d)
Be trustworthy and of good reputation;

(e)
Have and maintain an office accessible to the public, and keep therein the usual and customary records pertaining to transactions under the license. This provision shall not be deemed to prohibit maintenance of the office in the office of an insurer, of the employer, or in the home of the licensee;

(f)
Have successfully passed a written examination prescribed by the commissioner, except if the applicant is a currently licensed adjuster in and has successfully passed a written examination in a state or country which permits residents of Kentucky to act as adjusters in the other state or country; and

(g)
Be financially responsible to exercise the license.

(3)
A business entity, whether or not organized under the laws of this state, may be licensed as an adjuster if each individual who is to exercise the license powers is designated with the commissioner as to the license in accordance with KRS 304.9-133.

(4)
The commissioner may require additional information or submissions from applicants and may obtain any documents or information reasonably necessary to verify the information contained in an application.

(5)
Notwithstanding the provisions of this section, no adjuster's license or qualifications shall be required as to any adjuster who is sent into this state on behalf of an insurer for the purpose of investigating or making adjustment of a particular loss under an insurance policy, or for the adjustment of a series of losses resulting from a catastrophe common to all losses.

Section 2.   KRS 304.24-040 is amended to read as follows:

(1)
This section applies to stock, combined stock and mutual life, or mutual insurers hereafter incorporated in this state. The[Such an] insurer may be formed for the purpose of transacting any kind or kinds of insurance, as well as annuity business.

(2)
Incorporators. Three (3) or more individuals, none of whom is less than eighteen (18) years of age, may incorporate a stock insurer; ten (10) or more individuals may incorporate a mutual insurer. An incorporator who is also a director, officer, or material part of management shall file a biographical affidavit demonstrating his or her competency, honesty, trustworthiness, and favorable business repute.[At least a majority of the incorporators must be citizens of the United States. At least a majority of the incorporators must be residents of Kentucky.]
(3)
Articles. The incorporators shall deposit the articles of incorporation, in quadruplicate originals, with the commissioner, and the articles shall not be filed with the Secretary of State until approved by the commissioner as provided in KRS 304.24-050, and the commissioner's approval has been stamped upon or otherwise attached to the articles. In addition to the applicable requirements of laws in this state governing the incorporation of business corporations generally:

(a)
The name of the corporation, which shall be subject to KRS 304.3-100, shall contain the words "insurance company;" if a mutual, or a combined stock and mutual, the word "mutual" must be a part of the name.

(b)
The articles of incorporation shall specify the kind or kinds of insurance proposed to be transacted.

(c)
Each share of capital stock shall have a par value of not less than $1.00.

(d)
If a mutual, or a combined stock and mutual life, the articles of incorporation shall state the maximum contingent liability of its participating policyholder members, other than as to nonassessable policies, for payment of losses and expenses incurred. Such liability shall be as stated in the articles of incorporation, but shall not be less than one (1) or more than six (6) times the premium for member's policy at the annual premium rate for a term of one (1) year.

(e)
The articles of incorporation shall contain the names and residence addresses of the incorporators.

(4)
(a)
The incorporators of a domestic mutual insurer or a domestic combined stock and mutual life insurer shall file a one hundred thousand dollar ($100,000) penal bond or cash deposit in accordance with KRS 304.24-110.

(b)
The incorporators or directors of a domestic stock insurer or a domestic combined stock and mutual life insurer shall certify under oath in accordance with KRS 304.24-060 that assets in the amount necessary to qualify for authority to transact the kind or kinds of insurance proposed to be transacted are the bona fide property of the proposed corporation.

(5)
Unless otherwise provided in the articles of incorporation or an amendment thereto, each stockholder of a combined stock and mutual life insurance company shall, at all meetings, be entitled to one (1) vote for each share of common stock held by him or her, and each holder of a policy entitled to participate in profits or savings shall be a member and, as such, shall be entitled to vote on the same basis to which he or she would be entitled in a mutual company under KRS 304.24-210.

Section 3.   KRS 304.27-060 is amended to read as follows:

(1)
Twenty-five (25) or more persons[ domiciled in this state] may organize a domestic reciprocal insurer and make application to the commissioner for a certificate of authority to transact insurance. 

(2)
The proposed attorney shall fulfill the requirements of and shall execute and file with the commissioner when applying for a certificate of authority, a declaration setting forth: 

(a)
The name of the insurer; 

(b)
The location of the insurer's principal office, which shall be the same as that of the attorney and shall be maintained within this state; 

(c)
The kinds of insurance proposed to be transacted; 

(d)
The names and addresses of the original subscribers; 

(e)
The designation and appointment of the proposed attorney and a copy of the power of attorney; 

(f)
The names and addresses of the officers and directors of the attorney, if a corporation, or its members, if a firm; 

(g)
The powers of the subscribers' advisory committee; and the names and terms of office of the members thereof; 

(h)
A copy of the subscribers' agreement; 

(i)
That all moneys paid to the reciprocal insurer shall, after deducting therefrom any sum payable to the attorney, be held in the name of the insurer and for the purposes specified in the subscribers' agreement; 

(j)
A statement that each of the original subscribers has in good faith applied for insurance of a kind proposed to be transacted, and that the insurer has received from each such subscriber the full premium or premium deposit required for the policy applied for, for a term of not less than six (6) months at an adequate rate theretofore filed with the commissioner; 

(k)
A statement of the financial condition of the insurer, a schedule of its assets, and a statement that the surplus as required by KRS 304.3-120 is on hand; and 

(l)
A copy of each policy, endorsement[indorsement] and application form it then proposes to issue or use. 

(3)
The declaration shall be acknowledged by the attorney in the manner required for the acknowledgment of deeds. 

(4)
Each original subscriber who is also a director, officer, or material part of management shall fine a biographical affidavit demonstrating his or her competency, honesty, trustworthiness, and favorable business repute.
Section 4.   KRS 304.29-101 is amended to read as follows:

A domestic society organized on or after January 1, 1989, shall be formed as follows:

(1)
Seven (7) or more individuals[citizens of the United States, a majority of whom are citizens of this state,] who desire to form a fraternal benefit society, shall[may] make, sign and acknowledge before some officer competent to take acknowledgment of deeds, articles of incorporation, in which shall be stated:

(a)
The proposed corporate name of the society, which shall not so closely resemble the name of any society or insurance company as to be misleading or confusing;

(b)
The purposes for which it is being formed and the mode in which its corporate powers are to be exercised. The purposes shall not include more liberal powers than are granted by this subtitle; and

(c)
The names and residences of the incorporators and the names, residences and official titles of all the officers, trustees, directors, or other persons who are to have and exercise the general control of the management of the affairs and funds of the society for the first year or until the ensuing election at which all such officers shall be elected by the supreme governing body, which election shall be held not later than one (1) year from the date of issuance of the permanent certificate of authority.

(2)
The articles of incorporation, duly certified copies of the society's bylaws and rules, copies of all proposed forms of certificates, applications therefor, and circulars to be issued by the society and a bond conditioned upon the return to applicants of the advanced payments if the organization is not completed within one (1) year shall be filed with the commissioner, who may require further information. The bond with sureties approved by the commissioner shall be in an amount, not less than three hundred thousand dollars ($300,000) nor more than one million five hundred thousand dollars ($1,500,000), as required by the commissioner. All documents filed shall be in the English language. If the purposes of the society conform to the requirements of this subtitle and all provisions of the law have been complied with, the commissioner shall so certify, retain and file the articles of incorporation and furnish the incorporators a preliminary certificate of authority authorizing the society to solicit members.

(3)
Each original subscriber who is also a director, officer, or material part of management shall file a biographical affidavit demonstrating his or her competency, honesty, trustworthiness, and favorable business repute.
(4)
No preliminary certificate of authority granted under the provisions of this section shall be valid after one (1) year from its date or after such further period, not exceeding one (1) year, as may be authorized by the commissioner upon cause shown, unless the five hundred (500) applicants hereinafter required have been secured and the organization has been completed as herein provided. The articles of incorporation and all other proceedings thereunder shall become null and void in one (1) year from the date of the preliminary certificate of authority, or at the expiration of the extended period, unless the society shall have completed its organization and received a certificate of authority to do business.

(5)[(4)]
Upon receipt of a preliminary certificate of authority from the commissioner, the society may solicit members for the purpose of completing its organization, shall collect from each applicant the amount of not less than one (1) regular monthly premium in accordance with its table of rates, and shall issue to each applicant a receipt for the amount so collected. No society shall incur any liability other than for the return of advance premium, nor issue any certificate, nor pay, allow, or offer or promise to pay or allow, any benefit to any person until:

(a)
Actual bona fide applications for benefits have been secured on not less than five hundred (500) applicants, and any necessary evidence of insurability has been furnished to and approved by the society;

(b)
At least ten (10) subordinate lodges have been established into which the five hundred (500) applicants have been admitted;

(c)
There has been submitted to the commissioner, under oath of the president or secretary, or corresponding officer of the society, a list of the applicants, giving their names, addresses, date each was admitted, name and number of the subordinate lodge of which each applicant is a member, amount of benefits to be granted and premiums therefor; and

(d)
It shall have been shown to the commissioner, by sworn statement of the treasurer, or corresponding officer of the society, that at least five hundred (500) applicants have each paid in cash at least one (1) regular monthly premium, which premiums in the aggregate shall amount to at least one hundred fifty thousand dollars ($150,000). The advance premiums shall be held in trust during the period of organization; and if the society has not qualified for a certificate of authority within one (1) year, the premiums shall be returned to the applicants.

(6)[(5)]
The commissioner may make examination and require further information as he deems advisable. Upon presentation of satisfactory evidence that the society has complied with all the provisions of law, the commissioner shall issue to the society a certificate of authority to that effect and that the society is authorized to transact business pursuant to the provisions of KRS Chapter 304. The certificate of authority shall be prima facie evidence of the existence of the society at the date of the certificate. The commissioner shall cause a record of the certificate of authority to be made. A certified copy of the record may be given in evidence with like effect as the original certificate of authority.

(7)[(6)]
Any incorporated society authorized to transact business in this state at the time this subtitle becomes effective shall not be required to reincorporate.

(8)[(7)]
No unincorporated or voluntary association shall be permitted to transact business in this state as a fraternal benefit society.
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