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AN ACT relating to insurance.

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

Section 1.   KRS 299.370 is amended to read as follows:

All portions of membership fees, policy fees, and assessments not necessarily used for expenses of writing insurance and payment of losses and expenses accrued at the time of their collection shall constitute a reserve fund, which may be used from time to time in anticipation of collection of assessments. The reserve fund shall be the property of the company, but in event of liquidation, voluntary or involuntary, the reserve fund shall be apportioned pro rata to the policyholders whose policies are in force at the time of liquidation, in proportion to the amount of premiums paid on the policies from the date of their issuance. The governing authorities of the company may invest the reserve fund or any portion of it in the same[such] securities as fire insurance companies are[ now] permitted by law to invest in, and may pledge or sell the securities to raise money to more effectively carry out the lawful purposes of the company.

Section 2.   KRS 304.2-065 is amended to read as follows:

(1)
There is created within the Department of Insurance the position of early warning analyst.

(2)
The commissioner shall appoint a qualified person to serve as early warning analyst.

(3)
The early warning analyst shall detect domiciled companies and companies doing a significant amount of business in the Commonwealth that are in a hazardous or potentially hazardous financial condition.

(4)
The early warning analyst shall be part of the Financial Standards and Examination Division.

(5)
The early warning analyst shall:

(a)
Take advantage of the information available through the Insurance Regulatory Information System and use the information to monitor insurers;

(b)
Seek information from other states' detection programs;

(c)
Work with other Department of Insurance employees representing key regulatory areas of the department;

(d)
Coordinate and develop the use of an indicator list to determine if an insurer is in a hazardous condition. The indicator list shall include but is not limited to the following indicators:

1.
An insurer fails to file a timely financial statement as established in KRS Chapter 304;

2.
An insurer files financial information which is false or misleading;

3.
An insurer overstates its surplus by twenty-five percent (25%) or more;

4.
An insurer fails to grant authorization to amend its financial statement when requested;

5.
An insurer's financial ratios are outside of the usual[acceptable] range established by the National Association of Insurance Commissioners in the Insurance Regulatory Information System;

6.
A projection by the department of an insurer's current financial condition indicates that the sum of its paid-in capital, paid-in surplus, and contributed surplus will be reduced within the next twelve (12) months;

7.
An insurer's aggregate net retained risk, direct or assumed, under any one (1) insurance policy or certificate of insurance under a group policy is more than ten percent (10%) of the insurer's surplus, except where otherwise permitted by law;

8.
An insurer's reserves for losses and loss adjustment expenses are discounted more than ten percent (10%) of the surplus;

9.
An affiliate or subsidiary of an insurer is unable to pay its obligations as the obligations become due and payable;

10.
A life, accident, and health insurer has premium writings that result in the surplus being less than five percent (5%) of the aggregate general account reserves for the life insurance in force plus twenty-five percent (25%) of the new annualized accident and health premium writing;

11.
An insurer has reinsurance reserve credits, recoverable or receivable, that are disputed by the reinsurer, or are due and payable and remain unpaid, and the reinsurance credits, recoverables, and receivables are more than ten percent (10%) of an insurer's surplus;

12.
An insurer consistently issues subordinate premium or surplus debentures to finance its operations;

13.
An insurer fails to adequately maintain books and records in a manner that permits examiners to determine the financial condition of the insurer;

14.
An insurer has reinsurance agreements affecting twenty percent (20%) or more of the insurer's gross written premiums, direct or assumed, and the assuming insurers are not licensed to do insurance business in the Commonwealth of Kentucky;

15.
An insurer's management does not have the experience, competence, or trustworthiness to operate the insurer in a safe and sound manner;

16.
An insurer's management engages in unlawful transactions;

17.
An insurer fails to have an appraisal made on real estate upon which the insurer has made a mortgage loan;

18.
An insurer fails to comply with the terms of an agreement with an affiliate;

19.
An insurer has a pattern of refusing to settle valid claims within a reasonable time after due proof of the loss has been received;

20.
An insurer fails to follow a policy on rating and underwriting standards appropriate to the risk;

21.
An insurer violates KRS Chapter 304;

22.
A final administrative or judicial order, initiated by an insurance regulatory agency of another state, is issued against an insurer; and

23.
An insurer is in any condition that the commissioner finds is a hazard to policyholders, creditors, or the general public;

(e)
Recommend regulatory action and provide status reports to the commissioner; and

(f)
Appear before the Interim Joint Committee on Banking and Insurance or the Standing Committees on Banking and Insurance biannually to report on the status of domestic insurance companies and insurance companies doing a substantial amount of business in the Commonwealth of Kentucky.

Section 3.   KRS 304.2-205 is amended to read as follows:

(1)
The provisions of this section apply to all domestic, foreign, and alien insurers fraternal benefit societies, health maintenance organizations, and nonprofit hospital, medical-surgical, dental, and health service corporations authorized to transact business pursuant to this chapter.

(2)
(a)
Each domestic, foreign, and alien insurer and fraternal benefit society, health maintenance organization, and nonprofit hospital, medical-surgical, dental, and health service corporation authorized to transact business pursuant to this chapter shall annually on or before March 1 of each year file with the National Association of Insurance Commissioners a copy of its annual statement convention blank, along with[ such] additional filings as prescribed by the commissioner, for the preceding year. The information filed with the National Association of Insurance Commissioners shall be in the same format and scope as that required by the commissioner and shall include the signed jurat page and the life and health actuarial certification. Any amendments or additions to the annual statement filing subsequently filed with the commissioner shall also be filed with the National Association of Insurance Commissioners;

(b)
Foreign insurers, health maintenance organizations, and fraternal benefit societies that are domiciled in states which have laws substantially similar to paragraph (a) of this subsection shall be deemed in compliance with this section; and

(c)
Nothing contained in this section shall be deemed to require anyone filing documents with the National Association of Insurance Commissioners to pay any filing fee for a[such] filing.

(3)
Members of the National Association of Insurance Commissioners, their duly authorized committees, subcommittees, and task forces, their delegates, National Association of Insurance Commissioners employees, and all others charged with the responsibility of collecting, reviewing, analyzing, or disseminating the information developed from the filing of the annual statement convention blanks shall not be subject to civil liability for defamation or any other cause of action by virtue of their collection, review, analysis, or dissemination of the data and information collected from the filings required by this section while acting in good faith.

Section 4.   KRS 304.2-210 is amended to read as follows:

(1)
For the purpose of determining financial condition, ability to fulfill and manner of fulfillment of its obligations, the nature of its operations and compliance with law, the commissioner shall examine the affairs, transactions, accounts, records and assets of each authorized insurer as often as reasonably necessary. He shall so examine each domestic insurer not less frequently than every three (3) years. Examination of a reciprocal insurer may include examination of its attorney-in-fact as to its transactions relating to the insurer. Examination of an alien insurer may be limited to its insurance transactions and affairs in the United States, except as the commissioner otherwise requires.

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

(3)
In lieu of making his own examination, the commissioner may, in his discretion, accept a full report of the most recently completed[last recent] examination of a foreign, or alien, insurer, certified to by the insurance supervisory official of another state.

(4)
As far as practical, the examination of a foreign or alien insurer shall be made in cooperation with the insurance supervisory officers of other states in which the insurer transacts business, and for the purpose thereof the commissioner may participate in joint examinations of insurers or be represented in an examination by an examiner of another state.

Section 5.   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 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, or results, or any 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 6.   KRS 304.2-350 is amended to read as follows:

(1)
If any person asks to be excused from attending or testifying or from producing any books, papers, records, contracts, documents, or other evidence in connection with any examination, hearing, or investigation being conducted by the commissioner, his deputy or examiner, or in any proceeding or action before any court upon a charge of violation of this code, on the ground that the testimony or evidence required of him may tend to incriminate him or subject him to a penalty or forfeiture, and shall notwithstanding be directed to give[ such] testimony or produce[ such] evidence, he must, if so directed by the commissioner and the Attorney General, nonetheless comply with the[such] direction; but he shall not thereafter be prosecuted or subjected to any criminal penalty or forfeiture for or on account of any transaction, matter, or thing concerning which he may have so testified or produced evidence, and no testimony so given or evidence produced shall be received against him upon any criminal action, investigation, or proceeding; except, however, that no[ such] person so testifying shall be exempt from prosecution or punishment for any perjury committed by him in giving[such] testimony, and the testimony or evidence so given or produced shall be admissible against him upon any criminal action, investigation, or proceeding concerning[ such] perjury.

(2)
Any[ such] individual may execute, acknowledge, and file in the department a statement expressly waiving[ such] immunity or privilege in respect to any transaction, matter, or thing specified in a[such] statement, and thereupon the testimony of the[such] individual or the[such] evidence in relation to the[such] transaction, matter, or thing may be received or produced before any judge, court, tribunal, grand jury or otherwise, and if so received or produced the[such] individual shall not be entitled to any immunity or privileges on account of any testimony he may so give or evidence so produced.

Section 7.   KRS 304.3-150 is amended to read as follows:

To apply for an original certificate of authority an insurer shall file with the commissioner its written application therefor on forms as prescribed and furnished by the commissioner, accompanied by the applicable fees specified in Subtitle 4, stating under the oath of the president or vice-president or other chief officer and the secretary of the insurer, or of the attorney-in-fact (if a reciprocal insurer or Lloyd's plan insurer), the insurer's name, location of its principal office, the kinds of insurance to be transacted, date of organization or incorporation, form of organization, its domicile, and any[such] additional information as the commissioner may reasonably require, together with the following documents, as applicable:

(1)
If a corporation, a copy of its charter, together with all amendments thereto, or as restated and amended under the laws of its state or country of incorporation, currently certified by the public official with whom the originals are on file in a[such] state or country.

(2)
A copy of its bylaws, certified by the insurer's secretary.

(3)
If a reciprocal insurer, a copy of the power of attorney of its attorney-in-fact, and copy of its subscribers agreement, if any, both certified by the attorney-in-fact; and if a domestic reciprocal insurer, the declaration provided for in KRS 304.2-060.

(4)
If a Lloyd's plan insurer, the names and addresses of all of the underwriters proposing to engage in the business, along with the number of underwriters which shall not be less than twenty-five (25), and that each underwriter is worth in his own right not less than twenty thousand dollars ($20,000) over and above all his liabilities, along with a statement showing a list of all cash and invested assets owned by the associated underwriters and their value, certified and sworn to by their duly authorized attorney-in-fact.

(5)
A complete copy of its financial statement as of not earlier than the December 31 next preceding in form as customarily used in the United States by like insurers, sworn to by at least two (2) executive officers of the insurer or certified by the public insurance supervisory official of the insurer's state or country of domicile.

(6)
A copy of the report of last examination of the insurer prior to the filing of the application, certified by the public insurance supervisory official of the insurer's state or country of domicile.

(7)
If a foreign or alien insurer, the name and address of the person to whom the Secretary of State shall forward lawful process served upon him. If a domestic reciprocal insurer, the name and address of the attorney designated pursuant to paragraph (e) of subsection (2) of KRS 304.27-060 shall be deemed to be the person to whom the Secretary of State shall forward lawful process served upon him. Any judgment against a[such] domestic reciprocal so served shall be binding upon each of the insurer's subscribers as their respective contingent liabilities.

(8)
If a foreign or alien insurer, a certificate of the public insurance supervisory official of its state or country of domicile showing that it is authorized or qualified for authority to transact in a[such] state or country the kinds of insurance proposed to be transacted in this state.

(9)
If an alien insurer, a certificate as to deposit, if to be tendered pursuant to subsection (4) of KRS 304.3-140[304.3-060], and a copy of the trust deed, if any, pertaining to a[such] deposit, certified by the trustee.

(10)
If a foreign insurer, a certificate as to deposit, if to be tendered pursuant to subsection (4) of KRS 304.3-140.

(11)
If a life or health insurer, a copy of the insurer's rate book and of each form of policy currently proposed to be issued in this state, and of the form of application therefor.

(12)
If an alien insurer, a copy of the appointment and authority of its United States manager, certified by its officer having custody of its records.

(13)
Designation by the insurer of its officers or representatives authorized to appoint and remove its agents in this state.

(14)
If to transact surety insurance, the names and addresses of all its attorneys in fact within this state together with the scope of authority of each[ such] attorney-in-fact.

Section 8.   KRS 304.4-010 is amended to read as follows:

(1)
The commissioner shall by regulation prescribe the fees charged by the commissioner and the services for which fees shall be charged, including the following fees:

(a)
For copies of any document on file with the commissioner, per page, thirty[fifty] cents ($0.30)[($0.50)]; and

(b)
For copies of annual statements, per page, one dollar ($1).

(2)
All[ such] fees shall be collected in advance.

(3)
Notwithstanding subsection (2) of this section, an insurer submitting applications, appointments, or filings through the electronic system adopted by the department shall remit the applicable fees to the department within fifteen (15) calendar days of the electronic submission.
Section 9.   KRS 304.9-105 is amended to read as follows:

For the protection of the people of this state, the commissioner shall not issue, continue or permit to exist, any permanent agent or solicitor license for or on behalf of any natural person unless the[such] person demonstrates to the satisfaction of the commissioner that he is qualified therefor pursuant to the standards contained in this section and any other applicable section of this subtitle:

(1)
That the person has attained the age of eighteen (18) years or more;

(2)
That the person has fulfilled the residence requirements as set forth in KRS 304.9-120;

(3)
That the person is trustworthy, reliable and of good reputation, evidence of which may be submitted on behalf of the person in the form of:

(a)
A certificate by the insurer or agent by which or whom the person is to be appointed or employed, subject to the issuance of the license, stating that the[such] insurer or agent has either made, or caused to be made by responsible investigators, an investigation into the trustworthiness, reliability, and good reputation of the person together with a brief synopsis of the findings resulting therefrom; or

(b)
Three (3) letters of recommendation attesting to the trustworthiness, reliability, and good reputation of the person written on his behalf by persons not related to him by blood or marriage and one (1) of whom shall be a licensed resident insurance agent, which letters shall also state the extent of familiarity, both as to length of time and degree of knowledge, possessed by the writer with regard to both personal and business conduct of the person.

(4)
That the person is competent to exercise the license and has:

(a)
Successfully attained a general educational level equivalent to that required for graduation from an accredited high school in this state;

(b)
Successfully completed[ such] specific courses of instruction in the field of insurance as the commissioner shall by regulation prescribe for a[such] license when initially issued, which courses of instruction shall in the aggregate consist of or equal forty (40) hours of classroom instruction administered by or under the supervision of persons qualifying with and approved by the commissioner for the[such] purpose and the successful completion of which shall be certified to the commissioner, on forms prescribed by him, by the person under whose supervision the[such] instruction was administered. Programs of instruction provided by insurers authorized, or agent associations recognized, by the commissioner may be substituted for the specific courses of instruction prescribed by the commissioner when the[such] programs have been reviewed and approved by the commissioner prior to their use, which approval shall not be unreasonably withheld if the[such] programs of instruction are substantially similar in content and emphasis placed thereon to those prescribed by the commissioner;

(c)
Successfully passed any written examination required by the commissioner for the license pursuant to KRS 304.9-160 unless exempt pursuant to KRS 304.9-170; and

(d)
The requirements contained in this subsection and subsection (3) of this section shall not be applicable to the continuance of any license issued prior to June 17, 1978.

(5)
That the person is financially responsible to exercise the license and has:

(a)
Filed with the commissioner the certificate of an insurer authorized to write legal liability insurance in this state, that the[such] insurer has and will keep in effect on behalf of the[such] person a policy of insurance covering the legal liability of the[such] licensed person as the result of erroneous acts or failure to act in his capacity as an insurance agent, and enuring to the benefit of any aggrieved party as the result of any single[ such] occurrence in the sum of not less than ten thousand dollars ($10,000) and fifty thousand dollars ($50,000) in the aggregate for all[ such] occurrences within one (1) year, and that the[such] policy shall not be terminated unless at least thirty (30) days' prior written notice will have been given to the commissioner; or

(b)
Deposited with the commissioner cash, or a cash surety bond executed by an insurer authorized to write[ such] business in this Commonwealth, in the sum of ten thousand dollars ($10,000) which shall be subject to lawful levy of execution by any party to whom the licensed person has been found to be legally liable as the result of erroneous acts or failure to act in his capacity as an insurance agent; or

(c)
Had filed with the commissioner on his behalf, by an authorized insurer or group of affiliated insurers for which he is or is to become an exclusive agent, an agreement whereby the insurer or group of affiliated insurers agrees to assume responsibility, to the benefit of any aggrieved party, for legal liability of the[such] licensed person as the result of erroneous acts or failure to act in his capacity as an insurance agent on behalf of the[such] insurer or group of affiliated insurers in the sum of ten thousand dollars ($10,000) for any[ such] single occurrence and that the[such] agreement shall not be terminated until the license is surrendered to the commissioner or at least thirty (30) days' prior written notice will have been given to the commissioner, whichever shall first occur; and

(d)
Agreed with the commissioner that if at any time notice is given to the commissioner that any policy filed pursuant to paragraph (a) of this subsection, or agreement filed pursuant to paragraph (c) of this subsection, is to be terminated and has not been replaced by another[ such] policy or agreement within the time established by regulations of the commissioner, or if any deposit pursuant to paragraph (b) of this subsection be reduced through levy of execution and not replaced by any necessary additional deposit within the time established by regulations of the commissioner, any and all licenses held by the[such] person are revoked[suspended] and shall be promptly surrendered to the commissioner without demand.

(6)
That the person, to whom an agent's license has been or is to be issued, is the duly appointed agent of an authorized insurer, subject to issuance of the license.

(7)
That the person, to whom a solicitor's license has been or is to be issued, is regularly employed by a presently licensed resident agent, or is to be so employed subject to issuance of the license.

(8)
Subsection[Subsections] (4)(b)[ and (5)] of this section shall not apply to any person holding a limited license pursuant to KRS 304.9-230.

(9)
No institution included in the Farm Credit System, as set forth and identified in 12 U.S.C. sec. 2002 (Public Law 92-181, sec. 1.2, Dec. 10, 1971, 85 Stat. 583) or any subsidiary or affiliate thereof doing business in this state, nor any officer or employee of any institution included in the Farm Credit System, or any subsidiary or affiliate thereof, may directly or indirectly be licensed to sell or solicit any type of insurance, except term life, credit life, accident, disability and health, and crop hail insurance in an amount appropriate to insure repayment of the loan.

Section 10.   KRS 304.9-150 is amended to read as follows:

(1)
Application for an agent or[,] solicitor[, or consultant] license shall be made to the commissioner by an insurer. The application for a consultant license shall be made by the applicant.[, and] Applications under this subsection shall be signed and sworn to by the applicant before a notary public or other person authorized by law to take acknowledgments of deeds.

(2)
The form of application shall require full answers to any[such] questions as may be reasonably necessary to determine the applicant's identity, residence, personal history, business record, financial responsibility, experience in insurance, purpose for which the license is to be used, and other facts as required by the commissioner to determine whether the applicant meets the applicable qualifications for the license applied for.

(3)
If for an agent's or consultant's license the application shall state the kinds of insurance proposed to be transacted, and if an agent's, the application shall be deemed an[be accompanied by written] appointment of the applicant as agent for the[such] kinds of insurance, by an authorized insurer, subject to issuance of the license.

(4)
If for solicitor's license, the application shall be accompanied by written appointment of the applicant as solicitor by a licensed resident general lines agent, subject to issuance of the license.

(5)
If the applicant for an agent's license is a firm or corporation, the application shall show in addition, the names of all members, officers, and directors, and shall designate each individual who is to exercise the license powers; and each[ such] individual shall furnish information with respect to himself, as part of the application, as though for an individual license.

(6)
If for license as agent, or solicitor, or consultant, the application shall also show whether the applicant was ever previously licensed to transact any kind of insurance in this state or elsewhere; whether any[ such] license was ever refused, suspended, revoked, or renewal or continuance denied, whether any insurer, general agent, agent, claims applicant is[to be] indebted to it, and if so, the details thereof; whether applicant has ever had an agency contract canceled, and the facts thereof; and, if applicant is a married person, like information with respect to the spouse.

(7)
As part of the[such] application for agent's or solicitor's license, the commissioner shall require the certificate of the insurer or agent, proposed to be represented, relative to applicant's identity, residence, experience, or instruction as to the kinds of insurance to be transacted, trustworthiness, and reputation.

(8)
All[ such] applications shall be accompanied by the applicable license fee, appointment fee, and examination fee, in the respective amounts stated in KRS 304.4-010.

(9)
No applicant for license under this subtitle shall willfully misrepresent or withhold any fact or information called for in the application form or in connection therewith.

Section 11.   KRS 304.9-170 is amended to read as follows:

KRS 304.9-160 shall not apply and no such examination shall be required of:

(1)
Any applicant for license covering the same kind or kinds of insurance as to which the applicant was licensed under a similar license in this state, other than a temporary license, within the twenty-four (24) months next preceding date of application, unless the[such] previous license was revoked, suspended, or continuation thereof refused by the commissioner for reasons other than failure to maintain financial responsibility as required by Section 9 of this Act.

(2)
In the commissioner's discretion, any applicant who has been licensed under a similar license in another state within twelve (12) months prior to his application for license in this state, and who files with the commissioner the certificate of the public official having supervision of insurance in the[such] other state as to applicant's license and good conduct in the[such] state.

(3)
Persons representing public carriers who, in the course of their[such] representation, solicit or sell insurance incidental to the transportation of persons or to the storage or transportation of property.

(4)
Persons soliciting or negotiating credit life, credit health and accident, credit personal property and credit unemployment insurance contracts.

(5)
An applicant for an agent's license who is currently licensed as a solicitor or as a consultant as to the same kind or kinds of insurance, or has been so licensed within twelve (12) months next preceding the date of application for the license, unless the[such] previous license was revoked or suspended or continuation thereof refused by the commissioner for reasons other than failure to maintain financial responsibility as required by Section 9 of this Act.

(6)
Any applicant for license covering the same kind or kinds of insurance as to which that applicant shall have held a valid license issued pursuant to this subtitle or other applicable Kentucky law which was surrendered, pursuant to KRS 304.2-080 or other applicable law, in order to accept employment with the Department of Insurance, provided, however, that the[such] applicant shall apply for relicensing within one (1) year of the date of termination of his employment with the Department of Insurance.

(7)
Persons soliciting or negotiating mechanical breakdown insurance contracts.

Section 12.   KRS 304.9-220 is amended to read as follows:

(1)
A life agent may concurrently be licensed as to as many life insurers as duly file appointments of the licensee with the commissioner and submit[pay] the license fee with the license application and the appointment fee with every appointment thereafter, except as provided in subsection (2) of this section. 

(2)
Any life insurer may file a request with the commissioner for notification that any life agent authorized to represent it has been appointed to represent another life insurer. Pursuant to a[such] request for notice the commissioner shall notify the[such] insurer of the appointment of life agents as life agents for other insurers. 

Section 13.   KRS 304.9-230 is amended to read as follows:

(1)
The commissioner may issue to an applicant qualified therefor, including, but not limited to, financial responsibility pursuant to KRS 304.9-105(5), under this code limited agent's licenses as follows:

(a)
Covering motor vehicle physical damage insurance only;

(b)
To persons representing common carriers, as provided in KRS 304.9-170;

(c)
Covering only insurance against loss or damage resulting from failure of debtors to pay their obligations to the insured;

(d)
Covering only credit life, credit health, credit personal property, and credit unemployment insurance;

(e)
Covering agents writing mortgage guaranty insurance only;

(f)
Covering agents:

1.
Writing industrial life insurance only; or

2.
Licensed by an insurer issuing policies having a face amount not in excess of five thousand dollars ($5,000) on the debit plan, if the[such] agent actually collects and services a debit for the[such] insurer;

(g)
Covering agents writing only policies commonly referred to as mortgage redemption insurance, which consist of reducing term life insurance and accident and health insurance, if any, contained therein or sold in conjunction therewith;

(h)
Covering agents writing crop-hail insurance only; and

(i)
Covering agents writing mechanical breakdown insurance only.

(2)
The fee for licenses is as specified in KRS 304.4-010.

Section 14.   KRS 304.9-270 is amended to read as follows:

(1)
Each insurer appointing an agent in this state shall file with the commissioner the appointment in writing, specifying the kinds of insurance or classifications thereof to be transacted by the agent for the insurer, and submit[pay] the license fee with the license application and the appointment fee with every appointment thereafter, or license fee in the case of limited licenses, as specified in KRS 304.4-010.

(2)
Subject to continuation by the insurer as provided in subsection (3) of this section, each appointment shall remain in effect until the agent's license is revoked or otherwise terminated, unless the insurer earlier terminates the appointment as provided in KRS 304.9-280.

(3)
Biennially on or before March 31 each insurer shall file with the commissioner an alphabetical list of the names and addresses of all its agents in this state whose appointments or licenses in the case of limited licenses were in effect during the preceding calendar year and are to remain in effect as to the kinds of insurance or classifications thereof for which the respective agents are currently so appointed, accompanied by payment of the continuation of appointment fee, or license fee in the case of limited licenses, as specified in KRS 304.4-010. At the same time, the insurer shall also file with the commissioner an alphabetical list of the names and addresses of all its agents whose appointments in this state are not to remain in effect, or whose appointment as to certain kinds or classifications of insurance are not to remain in effect as designated in the[such] list. Any appointment or license not so continued and not otherwise expressly terminated shall be deemed to have expired at midnight on March 31, except that any request for continuation received by the commissioner after[ such] March 31 and prior to the next following June 30 may be accepted and effectuated by the commissioner, in his discretion, if accompanied by a penalty as provided in Subtitle 99 of this chapter.

Section 15.   KRS 304.13-320 is amended to read as follows:

(1)
The commissioner may suspend the license of any advisory[rating] organization or insurer which fails to comply with an order of the commissioner within the time limited by the order, or any extension thereof which the commissioner may grant. The commissioner shall not suspend the license of any advisory[rating] organization or insurer for failure to comply with an order until the time prescribed for an appeal therefrom has expired or if an appeal has been taken, until the order has been affirmed. The commissioner may modify or rescind a suspension at any time.

(2)
No penalty shall be imposed and no license shall be suspended or revoked except upon a final order of the commissioner, stating his findings made after a hearing conducted in accordance with KRS Chapter 13B.

Section 16.   KRS 304.14-130 is amended to read as follows:

(1)
The commissioner shall disapprove any form filed under KRS 304.14-120, or withdraw any previous approval thereof, only on one (1) or more of the following grounds:

(a)
If it is in any respect in violation of, or does not comply with, this code.

(b)
If it contains or incorporates by reference, where the[such] incorporation is otherwise permissible, any inconsistent, ambiguous, or misleading clauses, or exceptions and conditions which deceptively affect the risk purported to be assumed in the general coverage of the contract.

(c)
If it has any title, heading, or other indication of its provisions which is misleading, or is printed in a[such] size of type or manner of reproduction so as to be substantially illegible.

(d)
As to an individual, group, or blanket health insurance policy, if the benefits provided therein are unreasonable in relation to the premium charged.

(e)
If it excludes coverage for human immunodeficiency virus infection or acquired immunodeficiency syndrome or contains limitations in the benefits payable, or in the terms or conditions of the contract, for human immunodeficiency virus infection or acquired immunodeficiency syndrome which are different than those which apply to any other sickness or medical condition.

(2)
The insurer shall not use in this state any[ such] form after disapproval or withdrawal of approval.

Section 17.   KRS 304.16-200 is amended to read as follows:

There shall be a provision that if the group policy terminates or is amended so as to terminate the insurance of any class of insured individuals, every individual insured thereunder at the date of[ such] termination, whose insurance terminates and who has been so insured for at least five (5) years prior to the[such] termination date shall be entitled to have issued to him by the insurer an individual policy of life insurance, subject to the same conditions and limitations as are provided in KRS 304.16-190, except that the group policy may provide that the amount of the[such] individual policy shall not exceed the smaller of:

(1)
The amount of the individual's life insurance protection ceasing because of the termination or amendment of the group policy, less the amount of any life insurance for which he is or becomes eligible under any group policy issued or reinstated by the same or another insurer within thirty-one (31) days of[ such] termination; and

(2)
$10,000[$2,000].

Section 18.   KRS 304.17-030 is amended to read as follows:

No policy of health insurance shall be delivered or issued for delivery to any person in this state unless it otherwise complies with this title, and complies with the following: 

(1)
The entire money and other considerations therefor shall be expressed therein; 

(2)
The time when the insurance takes effect and terminates shall be expressed therein; 

(3)
It shall purport to insure only one (1) person, except that a policy may insure, originally or by subsequent amendment, upon the application of an adult member of a family, who shall be deemed the policyholder, any two (2) or more eligible members of that family, including husband, wife, unmarried dependent children to age[ or any children under a specified age which shall not exceed] nineteen (19), unmarried children from nineteen (19) to twenty-five (25) years of age who are full time students enrolled in and attending an accredited educational institution and who are primarily dependent on the policyholder for maintenance and support, and any other person dependent upon the policyholder as provided pursuant to KRS 304.17-310; 

(4)
The style, arrangement, and overall appearance of the policy shall give no undue prominence to any portion of the text, and every printed portion of the text of the policy and of any indorsements or attached papers shall be plainly printed in light-faced type of a style in general use, the size of which shall be uniform and not less than ten (10) point with a lower case unspaced alphabet length not less than one hundred and twenty (120) point (the "text" shall include all printed matter except the name and address of the insurer, name on title of the policy, the brief description, if any, and captions and subcaptions); 

(5)
The exceptions and reductions of indemnity shall be set forth in the policy and other than those contained in KRS 304.17-050 to 304.17-290, inclusive, shall be printed, at the insurer's option, either included with the benefit provision to which they apply, or under an appropriate caption such as "Exceptions," or "Exceptions and Reductions," except that if an exception or reduction specifically applies only to a particular benefit of the policy, a statement of the[such] exception or reduction shall be included with the benefit provision to which it applies; 

(6)
Each[ such] form, including riders and indorsements, shall be identified by a form number in the lower left-hand corner of the first page thereof; and 

(7)
The policy shall contain no provision purporting to make any portion of the charter, rules, constitution, or bylaws of the insurer a part of the policy unless the[such] portion is set forth in full in the policy, except in the case of the incorporation of, or reference to, a statement of rates or classification of risks, or short-rate table filed with the commissioner. 

Section 19.   KRS 304.17-060 is amended to read as follows:

(1)
(a)
There shall be a provision as follows:


"Time Limit on Certain Defenses: After three (3) years from the date of issue of this policy no misstatements, except fraudulent misstatements, made by the applicant in the application for the[such] policy shall be used to void the policy or to deny a claim for loss incurred or disability (as defined in the policy) commencing after the expiration of the[such] three (3) year period."


(The foregoing policy provision shall not be so construed as to affect any legal requirement for avoidance of a policy or denial of a claim during the[such] initial three (3) year period, nor to limit the application of KRS 304.17-190 to 304.17-230, inclusive, in the event of misstatement with respect to age or occupation or other insurance.)


A policy which the insured has the right to continue in force subject to its terms by the timely payment of premium (a) until at least age fifty (50) or (b) in the case of a policy issued after age forty-four (44) for at least five (5) years from its date of issue, may contain in lieu of the foregoing the following provision, from which the clause in parentheses may be omitted at the insurer's option, under the caption "Incontestable":


"After the policy has been in force for a period of three (3) years during the lifetime of the insured (excluding any period during which the insured is disabled), it shall become incontestable as to the statements contained in the application."

(b)
No claim for loss incurred or disability as defined in the policy commencing after two (2) years from the date of issue of this policy, shall be reduced or denied on the ground that a disease or physical condition not excluded from coverage by name or specific description effective on the date of loss had existed prior to the effective date of coverage of this policy.
(2)
Paragraph (b) of subsection (1) of this section shall not apply to policies subject to KRS 304 Subtitle 17A.

Section 20.   KRS 304.17-130 is amended to read as follows:

(1)
There shall be a provision as follows: 



"Payment of Claims: Indemnity for loss of life will be payable in accordance with the beneficiary designation and the provisions respecting[ such] payment which may be prescribed herein and effective at the time of payment. If no[ such] designation or provision is then effective, any[such] indemnity shall be payable to the estate of the insured. Any other accrued indemnities unpaid at the insured's death may, at the option of the insurer, be paid either to a[such] beneficiary or to the[such] estate. All other indemnities will be payable to the insured." 

(2)
The following provisions, or either of them, may be included with the foregoing provision at the option of the insurer: 

(a)
"If any indemnity of this policy shall be payable to the estate of the insured, or to an insured or beneficiary who is a minor or otherwise not competent to give a valid release, the insurer may pay such indemnity, up to an amount not exceeding $.... (insert an amount which shall not exceed $5,000[$1000]), to any relative by blood or connection by marriage of the insured or beneficiary who is deemed by the insurer to be equitably entitled thereto. Any payment made by the insurer in good faith pursuant to this provision shall fully discharge the insurer to the extent of the[such] payment." 

(b)
"Subject to any written direction of the insured in the application or otherwise all or a portion of any indemnities provided by this policy on account of hospital, nursing, medical, or surgical services may, at the insurer's option and unless the insured requests otherwise in writing not later than the time of filing proofs of the[such] loss, be paid directly to the hospital or person rendering [such] services; but it is not required that the service be rendered by a particular hospital or person." 

Section 21.   KRS 304.17-310 is amended to read as follows:

(1)
Family expense health insurance is that provided under a policy issued to one (1) of the family members insured, who shall be deemed the policyholder, covering any two (2) or more eligible members of a family, including husband, wife, unmarried dependent children, to age[ or any children under a specified age which shall not exceed] nineteen (19), unmarried children from nineteen (19) to twenty-five (25) years of age who are full time students enrolled in and attending an accredited educational institution and who are primarily dependent on the policyholder for maintenance and support, and any other person dependent upon the policyholder. Any authorized health insurer may issue the[such] insurance.

(2)
An individual hospital or medical expense insurance policy or hospital or medical service plan contract delivered or issued for delivery in this state more than 120 days after June 13, 1968, which provides that coverage of a dependent child shall terminate upon attainment of the limiting age for dependent children specified in the policy or contract shall also provide in substance that attainment of the[such] limiting age shall not operate to terminate the coverage of the[such] child while the child is and continues to be both (a) incapable of self-sustaining employment by reason of mental retardation or physical disability and (b) chiefly dependent upon the policyholder or subscriber for support and maintenance, provided proof of the[such] incapacity and dependency is furnished to the insurer or corporation by the policyholder or subscriber within thirty-one (31) days of the child's attainment of the limiting age and subsequently as may be required by the insurer or corporation but not more frequently than annually after the two (2) year period following the child's attainment of the limiting age.

Section 22.   KRS 304.18-127 is amended to read as follows:

(1)
This section shall indicate the insurer responsible for liability in those instances in which one (1) insurer's group policy replaces the group policy of another insurer.

(2)
The prior insurer shall remain liable only to the extent of its accrued liabilities, extensions of benefits, and for persons who are under continued group health insurance coverage pursuant to KRS 304.18-110 at the time the group policy terminates. The position of the prior insurer shall be the same whether the group policyholder secures replacement coverage from a new insurer, self insures, or forgoes the provision of a group policy, except that termination of continued group health insurance coverage shall occur in accordance with KRS 304.18-110.

(3)
The liability of a succeeding insurer shall be as follows:

(a)
Each person who is eligible for coverage in accordance with the succeeding insurer's plan of benefits, in respect to classes eligible, actively[activity] at work, and nonconfinement rules, shall be covered by that insurer's plan of benefits.

(b)
Each person not covered under the succeeding insurer's plan of benefits in accordance with paragraph (a) of this subsection shall nevertheless be covered by the succeeding insurer in accordance with the following provisions if the person was validly covered, including benefit extensions, under the prior insurer on the date of termination of the prior insurer's group policy and if the person is a member of the class or classes of persons eligible for coverage under the succeeding insurer's plan. Any reference in the following provisions to a person who was or was not totally disabled shall be a reference to that person's status immediately prior to the date the succeeding insurer's coverage becomes effective.

1.
The minimum level of benefits to be provided by the succeeding insurer shall be the applicable level of benefits of the prior insurer's group policy reduced by any benefits payable by the prior insurer under its group policy.

2.
Coverage shall be provided by the succeeding insurer until at least the earliest of the following dates:

a.
The date the person becomes insured according to paragraph (a) of this subsection;

b.
For each type of coverage, the date the person's coverage would terminate in accordance with the succeeding insurer's group policy provisions applicable to individual termination of coverage; or

c.
In the case of a person who was totally disabled and the type of coverage is one for which KRS 304.18-126 requires an extension of accrued liability, the end of extension of accrued liability which is required of the prior insurer by KRS 304.18-126, or, if the prior insurer's group policy is not subject to KRS 304.18-126, would have been required of that insurer had its group policy been subject to KRS 304.18-126 at the time the prior insurer's group policy was discontinued and replaced by the succeeding insurer's plan.

(c)
In the case of a pre-existing conditions limitation in the succeeding insurer's group policy, the level of benefits applicable to pre-existing conditions of persons becoming covered by the succeeding insurer's plan in accordance with this subsection during the period of time this limitation applies under the succeeding insurer's group policy shall be the lesser of:

1.
The benefits of the succeeding insurer's group policy determined without application of the pre-existing conditions limitation; or

2.
The benefits of the prior insurer's group policy.

(d)
The succeeding insurer, in applying any deductibles or waiting periods in its plan, shall give credit for the satisfaction or partial satisfaction of the same or similar provisions under a prior group policy. In the case of deductible provisions, the credit shall apply for the same or overlapping benefit periods and shall be given for expenses actually incurred and applied against the deductible provisions of the prior insurer's group policy during the ninety (90) days preceding the effective date of the succeeding insurer's group policy, but only to the extent these expenses are recognized under the terms of the succeeding insurer's group policy and are subject to similar deductible provisions.

(e)
If a determination of the prior insurer's benefit is required by the succeeding insurer, at the succeeding insurer's request the prior insurer shall furnish a statement of the benefits available or pertinent information sufficient to permit verification of the benefit determination or the determination itself by the succeeding insurer. For purposes of this section, benefits of the prior insurer's group policy shall be determined in accordance with all of the definitions, conditions, and covered expense provisions of the prior insurer's group policy rather than those of the succeeding insurer's group policy. The benefit determination shall be made as if coverage had not been replaced by the succeeding insurer.

Section 23.   KRS 304.20-040 is amended to read as follows:

(1)
As used in this section:

(a)
"Policy" means an automobile liability insurance policy, delivered or issued for delivery in this state, insuring a single individual or husband and wife resident of the same household, as named insured, and under which the insured vehicles therein designated are of the following types only:

1.
A motor vehicle of the private passenger or station wagon type that is not used as a public or livery conveyance for passengers, nor rented to others;

2.
Any other four-wheel motor vehicle with a load capacity of fifteen hundred (1,500) pounds or less which is not used in the occupation, profession, or business of the insured; provided, however, that this section shall not apply:

a.
To any policy issued under an automobile assigned risk plan;

b.
To any policy insuring more than four (4) automobiles; or

c.
To any policy covering garage, automobile sales agency, repair shop, service station, or public parking place operation hazards;

(b)
"Automobile liability insurance policy" includes only coverage for bodily injury and property damage liability, basic reparations benefits, and the provisions therein, if any, relating to medical payments, uninsured motorists coverage, and automobile physical damage coverage;

(c)
"Renewal" or "to renew" means the issuance and delivery by an insurer of a policy replacing at the end of the policy period a policy previously issued and delivered by the same insurer, or the issuance and delivery of a certificate or notice extending the term of a policy beyond its policy period or term; provided, however, that any policy with a policy period or term of less than three (3) months shall for the purpose of this section be considered as if written for a policy period or term of three (3) months. Provided, further, that any policy written for a term longer than one (1) year or any policy with no fixed expiration date, shall for the purpose of this section, be considered as if written for successive policy periods or terms of one (1) year, and the[such] policy may be terminated at the expiration of any annual period upon giving seventy-five (75) days' notice of cancellation prior to the[such] anniversary date, and the[such] cancellation shall not be subject to any other provisions of this section; and

(d)
"Nonpayment of premium" means failure of the named insured to discharge when due any of his obligations in connection with the payment of premiums on a policy, or any installment of the[such] premium, whether the premium is payable directly to the insurer or its agent or indirectly under any premium finance plan or extension of credit.

(2)
(a)
A notice of cancellation of a policy shall be effective only if it is based on one (1) or more of the following reasons:

1.
Nonpayment of premium; or

2.
The driver's license or motor vehicle registration of the named insured or of any other operator who either resides in the same household or customarily operates an automobile insured under the policy has been under suspension or revocation during the policy period or, if the policy is a renewal, during its policy period or the one hundred eighty (180) days immediately preceding its effective date;

(b)
This subsection shall not apply to any policy or coverage which has been in effect less than sixty (60) days at the time notice of cancellation is mailed or delivered by the insurer unless it is a renewal policy;

(c)
Modification of automobile physical damage coverage by the inclusion of a deductible not exceeding one hundred dollars ($100) shall not be deemed a cancellation of the coverage or of the policy; and

(d)
This subsection shall not apply to nonrenewal.

(3)
No notice of cancellation of a policy to which subsection (2) of this section applies shall be effective unless mailed or delivered by the insurer to the named insured at least twenty (20) days prior to the effective date of cancellation; provided, however, that where cancellation is for nonpayment of premium at least fourteen (14) days' notice of cancellation accompanied by the reason therefor shall be given. This subsection shall not apply to renewals.

(4)
No insurer shall refuse to renew a policy of automobile insurance solely because of the age of the insured.

(5)
No insurer shall fail to renew a policy unless it shall mail or deliver to the named insured, at the address shown in the policy, at least seventy-five (75) days' advance notice of its intention not to renew.

(6)
Renewal of a policy shall not constitute a waiver or estoppel with respect to grounds for cancellation which existed before the effective date of the[such] renewal.

(7)
If the insurer has manifested its willingness to renew by mailing or delivering a renewal notice, bill, certificate, or policy to the first-named insured at his last known address at least thirty (30) days before the end of the current policy period with the amount of the renewal premium charge and its due date clearly set forth therein, then the policy shall expire and terminate without further notice to the insured on the due date, unless the renewal premium is received by the insurer or its authorized agent on or before that date. When any policy terminates pursuant to this subsection because the renewal premium was not received on or before the due date, the insurer shall, within fifteen (15) days, deliver or mail to the first-named insured at his last known address a notice that the policy was not renewed and the date on which the coverage under it ceased to exist.

(8)
(a)
Proof of mailing of renewal premium to the insurer or its agent, when authorized, on or before the due date, shall constitute a presumption of receipt pursuant to subsection (7) of this section.

(b)
Proof of mailing of notice of cancellation or of intention not to renew or of reasons for cancellation or nonrenewal to the named insured at the address shown in the policy, shall be sufficient proof of notice.

(9)
No insurer shall impose or request an additional premium higher than its standard premium for automobile insurance, cancel or refuse to issue a policy, or refuse to renew a policy solely because the insured or the applicant is an individual with a disability, so long as the disability does not substantially impair the person's mechanically assisted driving ability.

(10)
When an automobile liability insurance policy is canceled other than for nonpayment of premium, or in the event of failure to renew a policy of automobile liability insurance to which subsection (5) of this section applies, the insurer shall notify the named insured of his possible eligibility for automobile liability insurance coverage through the Kentucky automobile assigned risk plan. The[Such] notice shall accompany or be included in the notice of cancellation or the notice of intent not to renew. The[Such] notice shall also inform the insured that he may, within four (4) days, request the commissioner in writing to determine whether there is sufficient reason to cancel or not to renew the policy. Within fourteen (14) days of receiving such a written request, the commissioner shall send his findings to the insurer and to the insured. When he sends his findings, the commissioner shall notify both parties of their right to request a hearing under KRS 304.2-310(2)(b). The party requesting the hearing shall give the commissioner written confirmation of attendance at the hearing not more than five (5)[four (4)] days before, nor less than forty-eight (48)[twenty-four (24)] hours before, the scheduled hearing. If the requesting party fails to give the required written confirmation, the commissioner shall cancel the hearing.

(11)
The reason for nonrenewal or cancellation shall accompany or be included in the notice of nonrenewal or cancellation.

(12)
Except where the maximum limits of coverage have been purchased, every notice of first renewal shall include a provision or be accompanied by a notice stating in substance that added uninsured motorists, underinsured motorists, and personal injury protection coverages may be purchased by the insured.

(13)
There shall be no liability on the part of and no cause of action of any nature shall arise against the commissioner or against any insurer, its authorized representative, its agents, its employees, or any firm, person, or corporation furnishing to the insurer information as to reasons for cancellation or nonrenewal, for any statement made by any of them in any written notice of cancellation or nonrenewal, or in any other communication, oral or written, specifying the reasons for cancellation or nonrenewal, or the providing of information pertaining thereto, or for statements made or evidence submitted at any hearings conducted in connection therewith.

Section 24.   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. 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[ such] individuals may incorporate a mutual insurer. 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[such] 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[304.3-010], 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 names and residence addresses of the incorporators.

(4)
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, 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 would be entitled in a mutual company under KRS 304.24-210.

Section 25.   KRS 304.29-261 is amended to read as follows:

(1)
Every society transacting business in this state shall annually, on or before the first day of March, file with the commissioner a true statement of its financial condition, transactions and affairs for the preceding calendar year and pay the[a] fee required under Section 8 of this Act[of ten dollars ($10)] for filing it. The statement shall be in general form and context as approved by the National Association of Insurance Commissioners for fraternal benefit societies and as supplemented by additional information required by the commissioner.

(2)
As part of the annual statement, each society shall, on or before the first day of March, file with the commissioner a valuation of its certificates in force on December 31 last preceding. The commissioner may, in his discretion for cause shown, extend the time for filing the valuation for not more than two (2) calendar months. The valuation shall be done in accordance with the standards specified in KRS 304.29-251. The valuation and underlying data shall be certified by a qualified actuary or, at the expense of the society, verified by the actuary of the department of insurance of the state of domicile of the society.

(3)
A society failing to file the annual statement in the form and within the time provided by this section shall forfeit one hundred dollars ($100) for each day during which the default continues; and, upon notice by the commissioner, its authority to do business in this state shall cease while the default continues.

(4)
Each society authorized to transact business in this state pursuant to this subtitle shall comply with KRS 304.2-205.

Section 26.   KRS 304.30-040 is amended to read as follows:

(1)
Upon the filing of an application and the payment of the license fee, the commissioner shall make an investigation of each applicant and shall issue a license if the applicant is qualified in accordance with this subtitle. If the commissioner does not so find, he shall, within sixty (60)[thirty (30)] days after he has received the application, at the request of the applicant, give the applicant an administrative hearing. Hearings under this subtitle shall be conducted in accordance with KRS Chapter 13B.

(2)
The commissioner shall issue or renew a license as may be applied for when he is satisfied that the person to be licensed:

(a)
Is competent and trustworthy and intends to act in good faith in the capacity involved by the license applied for;

(b)
Has a good business reputation and has had experience, training, or education so as to be qualified in the business for which the license is applied for; and

(c)
If a corporation, is a corporation incorporated under the laws of this state or a foreign corporation authorized to transact business in this state.

Section 27.   KRS 304.37-110 is amended to read as follows:

(1)
Any domestic insurer, either by itself or in cooperation with one (1) or more persons, may organize or acquire one (1) or more subsidiaries engaged in the following kinds of business:

(a)
Any kind of insurance business authorized by the jurisdiction in which it is incorporated;

(b)
Acting as an insurance agent for its parent or any of its parent's insurer subsidiaries;

(c)
Investing, reinvesting, or trading in securities for its own account, that of its parent, any subsidiary of its parent, or any affiliate or subsidiary;

(d)
Management of any investment company subject to or registered pursuant to the Investment Company Act of 1940, as amended, including related sales and services;

(e)
Acting as a broker-dealer subject to or registered pursuant to the Securities Exchange Act of 1934, as amended;

(f)
Rendering investment advice to governments, government agencies, corporations, or other organizations or groups;

(g)
Rendering other services related to the operations of an insurance business, such as actuarial, loss prevention, safety engineering, data processing, accounting, claims, appraisal, and collection services;

(h)
Ownership and management of assets which the parent corporation may own or manage if the aggregate investment by the insurer and its subsidiaries acquired or organized pursuant to this paragraph shall not exceed the limitations applicable to these investments by the insurer. This paragraph shall not prohibit investments permitted under KRS 304.7-120;

(i)
Acting as an administrative agent for a governmental instrumentality which is performing an insurance function;

(j)
Financing of insurance premiums, agents, and other forms of consumer financing;

(k)
Any other business activity determined by the commissioner to be reasonably ancillary to an insurance business; and

(l)
Owning a corporation or corporations engaged or organized to engage exclusively in one (1) or more businesses specified in this section.

(2)
In addition to investments in common stock, preferred stock, debt obligations, and other securities permitted under this chapter, a domestic insurer may also:

(a)
Invest, in common stock, preferred stock, debt obligations, and other securities of one (1) or more subsidiaries, amounts which do not exceed the lesser of ten percent (10%) of the insurer's assets or fifty percent (50%) of the insurer's surplus as regards policyholders, if after these investments, the insurer's surplus as regards policyholders will be reasonable in relation to the insurer's outstanding liabilities and adequate to meet its financial needs. In calculating the amount of these investments, investments in domestic or foreign insurance subsidiaries shall be excluded, and there shall be included:

1.
Total net moneys or other consideration expended and obligations assumed in the acquisition or formation of a subsidiary, including all organizational expenses and contributions to capital and surplus of the subsidiary whether or not represented by the purchase of capital stock or issuance of other securities; and

2.
All amounts expended in acquiring additional common stock, preferred stock, debt obligations, and other securities and all contributions to the capital or surplus, of a subsidiary subsequent to its acquisition or formation;

(b)
Invest any amount in common stock, preferred stock, debt obligations, and other securities of one (1) or more subsidiaries engaged or organized to engage exclusively in the ownership and management of assets authorized as investments for the insurer, if each subsidiary agrees to limit its investments in any asset so that the investments will not cause the amount of the total investment of the insurer to exceed any of the investment limitations specified in paragraph (a) of this subsection or in KRS Chapter 304.7. For the purpose of this paragraph, "the total investment of the insurer" shall include[exclude]:

1.
Any direct investment by the insurer in an asset; and

2.
The insurer's proportionate share of any investment in an asset by any subsidiary of the insurer, which shall be calculated by multiplying the amount of the subsidiary's investment by the percentage of the ownership of the subsidiary;

(c)
With the approval of the commissioner, invest any greater amount in common stock, preferred stock, debt obligations, or other securities of one (1) or more subsidiaries, if after the investment the insurer's surplus as regards policyholders will be reasonable in relation to the insurer's outstanding liabilities and adequate to its financial needs.

(3)
Investments in common stock, preferred stock, debt obligations, or other securities of subsidiaries made pursuant to subsection (2) of this section shall not be subject to any of the otherwise applicable restrictions or prohibitions contained in this chapter applicable to the investments of insurers.

(4)
Whether any investment pursuant to subsection (2) of this section meets the requirements shall be determined before the investment is made, by calculating the applicable investment limitations as though the investment had already been made, taking into account the then outstanding principal balance on all previous investments in debt obligations, and the value of all previous investments in equity securities as of the day they were made, net of any return of capital invested, not including dividends.

(5)
If an insurer ceases to control a subsidiary, it shall dispose of any investment made pursuant to this section within three (3) years of the time of the cessation of control, or within an extension of time as the commissioner may prescribe, unless at any time after the investment has been made, the investment has met the requirements for investment under any other provision of this chapter, and the insurer has notified the commissioner.

Section 28.   KRS 304.38-090 is amended to read as follows:

Organizations subject to the provisions of this subtitle shall make and file with the commissioner and the Kentucky Certificate of Need and Licensure Board annually before March 1 of each[within ninety (90) days from the end of the organization's fiscal] year, a statement under oath upon a form to be prescribed by the commissioner covering the preceding year, and shall include (a) a financial statement of the organization, including a balance sheet, receipts and disbursements for the preceding year; (b) the number of persons enrolled during the year, the number of enrollees as of the end of the year, the number of enrollments terminated during the year, and any[such] other information relating to the operation of the health maintenance organization as may be prescribed by the commissioner in order to enable the commissioner to evaluate the performance of the health maintenance organization.

Section 29.   KRS 304.43-030 is amended to read as follows:

(1)
No prepaid dental plan organization shall deliver or issue for delivery in this state any contract describing dental care services available, or any endorsement, rider, or application which becomes a part thereof or any amendment thereto or modification thereof, until a copy of the[such] form or contract or certificate and the schedule of fees or other periodic charges to be paid by the enrollees, has been filed with and approved by the commissioner. Each form, contract, or certificate must contain a complete and clear statement of:

(a)
The dental care services to which the enrollee is entitled;

(b)
Any limitations on the services, benefits, deductible, or copayments features;

(c)
Where and in what manner information is available as to how services may be obtained; and

(d)
Any other provisions pertaining to the delivery of the dental care services.

(2)
At the expiration of sixty (60)[thirty (30)] days, the form or contract so filed shall be deemed approved unless it has been previously approved or disapproved by order of the commissioner. The commissioner may withdraw approval at any time with cause.

Section 30.   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,[ water seepage,] 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)
"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.

Section 31.   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[fifty thousand] dollars ($100,000)[($50,000)] per 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 32.   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 one hundred thousand[fifty thousand] dollars ($100,000)[($50,000)], 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[ such] political subdivision except to the extent the fund has accumulated reserves from premiums, state or federal grants, investment income, or state appropriations. 

Section 33.   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 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 34.   A NEW SECTION OF SUBTITLE 14 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

All policy forms filed with the department, and any other insurance policy or claim related information, shall be written in the English language. This section shall not prohibit an insurer from advertising or providing information or translations to consumers in a language other than English, if the advertisement or informational materials clearly state the insurance policy being advertised is available only in English. However, if there is a dispute, the insurance policy is controlling and any advertisements or informational materials used by an insurer shall not be construed to modify or change the insurance policy.

Section 35.   The following KRS sections are repealed:

304.39-350   Commissioner's report on total payments made by insurers for personal injury accidents.

304.3-245   Closed claim information -- Reporting of information -- Report of commissioner.
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