SESSION OF 2012

SUPPLEMENTAL NOTE ON SUBSTITUTE FOR SENATE
BILL NO. 71

As Amended by Senate Committee on Financial
Institutions and Insurance

Brief*

Sub. for SB 71, as amended, would make several
amendments to the Insurance Code to amend the definitions
and continuing education requirements for certain lines of
insurance and to establish fingerprinting and national criminal
history record check requirements on applicants for resident
insurance agent licenses and resident public adjuster
licenses.

Limited Lines; Continuing Education
Requirements and Exemptions

The bill would add the following new definitions of limited
lines insurance:

e  Crop insurance—limited line insurance for damage
to crops from unfavorable weather conditions, fire,
lightning, flood, hail, insect infestation, disease or
other yield-reducing conditions or any other peril
subsidized by the Federal Crop Insurance
Corporation, including multi-peril crop insurance;

° Title insurance—limited line insurance that insures
titles to property against loss by reason of defective
titles or encumbrances;

*Supplemental notes are prepared by the Legislative Research
Department and do not express legislative intent. The supplemental
note and fiscal note for this bill may be accessed on the Internet at
http://www.kslegislature.org



e Travel insurance—limited line insurance for
personal risks incidental to planned travel (includes
interruption or cancellation of trip or event and loss
of baggage or personal effects);

e  Pre-need funeral insurance—limited line insurance
that allows for the purchase of a life insurance or
annuity contract by or on behalf of the insured
solely to fund a pre-need contract or arrangement
with a funeral home for specific services; and

) Bail bond insurance—limited line insurance that
provides surety for a monetary guarantee that an
individual released from jail will be present in court
at an appointed time.

The bill would provide that the insurance ethics biennial
continuing education requirement (at least one hour of
instruction) for licensed insurance agents who are qualified to
write business in either property or casualty (or both) or
personal lines, or life, accident and health, or variable
contracts also could include regulatory compliance.

The bill would require insurance agents who hold a life
insurance license solely for the purpose of selling pre-need
funeral insurance or annuity products to file a report on or
before their biennial due date affirming that the agent has
transacted no other insurance business during the period
covered by the report. Upon the Commissioner's request, an
agent would be required to provide certification from an
officer of each insurance company (which has appointed the
agent) that the agent transacted no other insurance business
during the reporting period.

The bill also would provide exemptions from the biennial
continuing education credits (CEC's) requirements for
licensed insurance agents who sell only pre-need funeral
insurance and for agents who only hold a bail bond
qualification.
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Fingerprinting and Criminal History Record Checks

The bill also would authorize, on and after January 1,
2013, the Insurance Commissioner to require applicants for a
resident insurance agent license or a resident public adjuster
license to be fingerprinted and to submit to a state and
national criminal history record check. The Commissioner
would be authorized to submit the applicant's fingerprints to
the Kansas Bureau of Investigation (KBI) and the Federal
Bureau of Investigation (FBI) for a state and national criminal
history record check. The Commissioner would be permitted
to use the information obtained from the fingerprinting and the
criminal history for purposes of verifying the identification of
the person and making the official determination of the
qualifications and fitness of the person to be issued a license.

The bill would provide that the procedure for collecting
fingerprints must be established by the Commissioner and
also must comply with the requirements of the FBI. The
Commissioner, and any contractor or other designee, would
be required to treat and maintain an applicant's fingerprints
and any criminal history record information as confidential.
The Commissioner also would be required to apply security
measures consistent with the FBl's Criminal Justice
Information Services Division's (CJIS) standards for the
electronic storage of fingerprints and necessary identifying
information and limit the use of records solely to the
authorized purposes outlined in the bill.

The Commissioner would be permitted to fix a non-
refundable fee in an amount equal to the costs of
fingerprinting and the criminal history record check and
establish procedures for the payment of fees. Payment of the
additional fee associated with the fingerprinting and criminal
history record checks would be required prior to the approval
of the person's application.

The fingerprinting and criminal history check provisions

for resident insurance agent licensure applicants would not
apply to any person applying for renewal, continuation or
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adding additional lines of authority to an existing home state
insurance agent or a non-resident insurance agent license.
The fingerprinting and criminal history provisions for a
resident public adjuster licensure applicant would not apply to
any persons applying for renewal or continuation to an
existing resident public adjust or non-resident public adjuster
license.

The bill also makes technical amendments to existing
law.

Background

The Senate Committee on Financial Institutions and
Insurance recommended the adoption of a substitute bill. The
substitute bill incorporates amendments to the Insurance
Code that insert new definitions of limited lines insurance and
fingerprinting and criminal history record check requirements
for both new resident insurance agent and new resident
public adjuster applicants for licensure. The bill, as
introduced, would have increased the biennial continuing
education requirements for resident insurance agents to
obtain a renewal of license from the current 12 hours to 24
hours. The bill also would have provided that the number of
continuing education credits (CEC’s) that must be obtained in
the instruction of insurance ethics and legal compliance
would be three credits biennially. The requirement for 24
hours of CEC's would have been effective for the license
biennium that begins on January 1, 2012 (even-years' license
renewals), or January 1, 2013 (odd-years).

After further consideration, the Senate Committee on
Financial Institutions and Insurance amended the substitute
bill, as previously recommended by the Committee, to update
the definition of pre-need funeral insurance.

The bill was introduced at the request of the Kansas

Association of Professional Insurance Agents (PIA) whose
representative indicated at a 2011 Committee hearing, the bill
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would bring Kansas into compliance with the Continuing
Education (CE) standard adopted by the National Association
of Insurance Commissioners (NAIC). Another PIA
representative testified that many agencies are increasingly
operating in multiple jurisdictions and the lack of uniformity in
the licensing process is costly and time-consuming for
agents. A representative of the National Association of
Insurance and Financial Advisors of Kansas (NAIFA) also
appeared in support of the bill. A representative of the Kansas
Insurance Department appeared in support of the bill and
offered amendments addressing other areas of non-
compliance with the Uniform Licensing Standards:
background checks and fingerprinting at the state and federal
level, definitions for “core-limited” lines, and continuing
education requirements for “core-limited” lines for
prearranged funerals agents and bail bondsmen.

The bill (as introduced) was opposed by Representative
Virgil Peck who described the current process for agents to
obtain CE and spoke to the financial loss to the agent
attending the required CE courses. A representative of the
State Farm Insurance Companies spoke to concerns about
agency office staff who often maintain a single line of
insurance. The increase of biennial licensure requirements
would have fiscal effects on the insurance agencies; the
representative also asked for consideration of expanding in-
house and company-sponsored continuing education classes.
A representative of American Family Insurance submitted
written testimony in opposition to the bill.

Following the conclusion of discussion on the bill, the
Senate Committee on Financial Institutions and Insurance
requested the Legislative Coordinating Council approve an
interim study of the fingerprinting and criminal history record
checks in the amendments submitted to SB 71 and another
bill in the Committee (SB 64). The topic was approved and
assigned to the Special Committee on Financial Institutions
and Insurance. The Special Committee recommended the
Senate Committee schedule time to review SB 71, including
its fingerprinting amendment offered by the Kansas Insurance
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Department, prior to the 2012 Committee bill deadline, to
allow time for consideration by the House Insurance
Committee. The Senate Committee held a hearing on the bill
and reviewed amendments submitted by the Insurance
Department for consideration as a substitute bill. An
amendment, submitted by the Kansas Association of
Insurance Agents, to the insurance ethics biennial CEC
requirement was included in the amendment. The Senate
Committee adopted the amendments, with one exception
(deleted language that would have authorized the
Commissioner to require fingerprinting and criminal history
record checks for new resident public adjusters applicants for
licensure). After reconsideration of its action, the Committee
recommended the substitute bill, including provisions
applying to applicants for resident public adjuster licensure.

The fiscal note prepared by the Division of the Budget
on the original bill outlines programming expenses for the
Kansas Insurance Department, namely for changes in the
three computer systems used for agent continuing education,
license administration, and renewal. A fiscal note was not
available on provisions incorporated into the substitute bill.

Information provided to the Interim Special Committee
by the Kansas Insurance Department estimated the
fingerprinting requirement would add between 2,500 and
3,750 applicant fingerprint jobs per year for the KBI.
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