
 

 
 
 

 
 
 
February 20, 2014 
 
The Honorable Marvin Kleeb 
House Committee on Commerce, Labor and Economic Development  
Room 286-N State Capitol Building 
Topeka, Kansas 66612  
 

Re:   Letter in Opposition to HB 2615  – February 20, 2014 Hearing 
 
Dear Chairman Kleeb and Members of the Committee: 
 
The National Association of Mutual Insurance Companies (NAMIC) writes to register its 
opposition to HB 2615. 
 
NAMIC is the largest property/casualty trade association in the country, with 1,400 regional and 
local mutual insurance member companies serving more than 135 million auto, home, and 
business policyholders and writing in excess of $196 billion in annual premiums.  More than 
200,000 people are employed by NAMIC member companies. In Kansas, we have 158 member 
companies, including 14 domiciled companies, which underwrite 51% of the state’s insurance 
business.  
 

I.  HB 2615 Removes a Vital Safeguard in Board Governance 
 
HB 2615 alters the composition of the governing board of the workers compensation assigned 
risk pool in a way that undermines accountability for the pool’s operations.  A key leadership 
principle is that authority and responsibility must be aligned in order to achieve successful 
outcomes.  
 
The current board is properly aligned.  It provides ample opportunity for non-carrier participation 
and perspective in pool governance, while at the same time ensuring that there is sufficient 
expertise on the board to ensure proper management and fiscal discipline.  The governance of the 
board is not broken; there is nothing to fix. 
 

II.  The Current Bid Process is Fair and Equitable 
 

There is no compelling reason to change the rules of the bid process, especially if the end result 
narrows the range of options the State of Kansas will have to obtain the best possible 
combination of service and cost.  The new requirements written into the statute will preclude 
capable bidders from offering their services. 
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In some cases, other public policy provides a reasonable basis for foregoing a more competitive 
bidding regimen, but those reasons should be well-grounded and not a means to restrict supply 
and drive up costs. 
 

III.  The Five Percent Provision will Create Instability 
 
NAMIC understands that Kansas businesses need to keep workers compensation costs as low in 
order to remain competitive.  That said, the provision in the bill to require the distribution of a 
surplus which exceeds 5% of the total amount of premiums collected is misguided. 
 
This provision will eliminate the ability of Kansas to participate in a national pool, which means 
multi-state employers would have to contract with multiple pools in order to cover out of state 
exposure.  Any national or regional company looking to locate in Kansas would consider this to 
be a detrimental factor. 
 
Also, it needs to be noted that adequate reserves are particularly important for coverages such as 
workers compensation that have a “long tail.”  It is not sound to prematurely return reserves that 
may still be needed. 
 

IV.  Conclusion 
 
HB 2615 will result in a major restructuring of the Kansas workers compensation assigned risk 
pool.  While legislators should always be looking for ways to improve processes, in general it is 
better for government to clear away obstacles to free market competition.  There are, no doubt, 
ways for the assigned risk pool to work better, but significant changes should be undertaken only 
after careful study and evaluation of possible unintended consequences for the market. 
 
Additionally, when creating an accountable process, it is important that those assigned 
responsibility for bearing the consequences of a policy are given the authority they need.  
Misaligning the responsibility and authority leads to distortion and poor outcomes.  
 
Thank you for your attention to this matter.  If there is anything NAMIC or our members can do 
to assist you, or if you have any questions or comments, please do not hesitate to contact me.  In 
the meantime, I remain, 
 
Sincerely, 

 
Mark Johnston 
Director - State Affairs, Midwest Region 


