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Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas As Engrossed: H2/27/97 H2/28/97
81st General Assembly A Bl”
Regular Session, 1997 HOUSE BILL 1725

By: Representative Thomas

For An Act To Be Entitled
"AN ACT TO AMEND THE FRAUD PROVI SI ON OF THE WORKERS'
COVPENSATI ON LAW TO CLARI FY THE TYPES OF FRAUDULENT
ACTI VI TY; TO AMEND THE JURI SDI CTI ONAL SECTI ONS TO COMPORT
W TH THE ARKANSAS CRI M NAL CODE; THE SAME BEI NG ARK. CODE
ANN. 11-9-106; AND FOR OTHER PURPCSES. "

Subtitle
" AVENDI NG THE FRAUD PROVI SI ON OF THE

WORKERS' COVPENSATI ON LAW

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Arkansas Code 11-9-106(a)(1l) is hereby amended to read as
fol |l ows:

"(a)(1l) Any person or entity who willfully and know ngly makes any
material false statement or representation, or who willfully and know ngly

omits or conceals any material information, or who willfully and know ngly

enpl oys any device, schene or artifice, for the purpose of obtaining any

benefit or paynment, or for the purpose of defeating or wongfully increasing
or wongfully decreasing any claimfor benefit or payment or obtaining or
avoi di ng workers' conpensation coverage or avoiding paynent of the proper
i nsurance prem um or who aids and abets for either any of said purposes,

under this chapter shall be guilty of a Class D felony. Fifty per cent (50%

of any crimnal fine inposed and coll ected under this subdivision or

subdi vision (a)(2) of this section shall be paid and all ocated, in accordance

with applicable law, to the Death and Permanent Total Disability Trust Fund

adm ni stered by the Wirkers' Conpensati on Commi ssi on. "
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As Engrossed: H2/27/97 H2/28/97 HB 1725
SECTI ON 2. Arkansas Code 11-9-106(c) is hereby anended to read as
fol | ows:
"(c) \Where the conmission or the Insurance Commi ssioner finds that
fal se or msleading statements or representations were made willfully and

knowi ngly, or material information was willfully and knowingly omtted or

conceal ed, or any device, schene or artifice was willfully and know ngly

enpl oyed for the purpose of obtaining benefits or paynments, or for the purpose
of obtaining, wongfully increasing, wongfully decreasing, or defeating any
claimfor benefit or paynent or obtai ning or avoi di ng workers'
conpensati on coverage or avoi ding paynent of the proper insurance prem um

under this chapter, or that any other crimnal violations related thereto were

conmitted, the chairman of the conmi ssion or the Insurance Comi ssioner shal
refer the matter for appropriate action to the prosecuting attorney of the
di-strictwhere the original hearingwas held having crinminal jurisdiction in

the matter."

SECTI ON 3. Arkansas Code 11-9-106(d)(1)(A) is hereby amended to read as
fol | ows:

"(1)(A) There shall be established within the State Arkansas | nsurance
Departnment a Workers' Conpensation Fraud |Investigation Unit, funded by the

Wor kers' Conpensati on Comm ssion, which will be headed and supervised by a

subject to the supervisionof the lnsurance Commissioner may al so serve as the

director of any other designated insurance fraud investigation division within

the Arkansas | nsurance Departnent, in which event the director's conpensation

shall be paid solely fromthe funds of such insurance fraud investigation

di vision."

SECTI ON 4. Arkansas Code 11-9-106(d)(1)(B) is hereby amended to read as
fol | ows:

"(B) The Workers' Conpensation Fraud Investigation Unit herein
designated will specifically deal only with workers' conpensation

fraud and other crimnal violations that nay be rel ated thereto. Enpl oyees

hired to pursue the purposes of the unit will be utilized solely forworkers-
conpensationinvestigationand no other purposes to investigate workers'

0217971321.clb082
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As Engrossed: H2/27/97 H2/28/97 HB 1725

conpensation fraud and those crininal violations that may be related thereto."

SECTION 5. Arkansas Code 11-9-106(d)(2) is hereby amended to read as
fol | ows:
"(2) The Insurance Commi ssioner, his deputies and assistants, and the

fraud director and his deputy deputies and assistants shall be vested with the

power of enforcing this section and to render nore effective the disclosure
and apprehensi on of persons or entities who abuse the workers' conpensation
system as established by the General Assenbly by naking fal se or m sl eading
statenents for the purpose of either obtaining, wongfully increasing,
wrongfully decreasing or defeating the paynent of benefits or obtaining or
avoi di ng workers' conpensation coverage or avoiding paynent of the proper

i nsurance prem um"

SECTI ON 6. Arkansas Code 11-9-106(d)(3) is hereby amended to read as
fol | ows:

"(3) It shall be the duty of the unit Wrkers' Conpensati on Fraud

I nvestigation Unit to assist the Insurance Commi ssioner and the department in

the performance of their duties, and further, to deternmine the identity of
carriers, enmployers, or enployees who within the State of Arkansas have
viol at ed the provisions of & 11-9-409 and subdivisions subsection (a) Db}y
or{c) of this section, and report sanme to the Wrkers' Conpensation

Conmi ssion and to the Insurance Conm ssioner, who shall in turn, be
responsi bl e for reporting same to the prosecuting attorney of the district in
which the offender resides having crinminal jurisdiction in the matter."

SECTION 7. Arkansas Code 11-9-106(d)(4)(A) is hereby amended to read as
fol | ows:
"(4)(A) Wth respect to the subject of any investigati on er—hearing

bei ng conducted by the Vbrkers Conpensation Commi-ssion Wrkers' Conpensation

Fraud Investigation Unit, the |Insurance Conmi ssioner, his deputies and

assistants, and the fraud director and his deputies and assistants shall have

the power of subpoena and may subpoena wi tnesses and adm ni ster oaths or
affirmati ons and exam ne any individual under oath and may require and conpel

the production of records, books, papers, contracts, and other docunments.”

0217971321.clb082
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As Engrossed: H2/27/97 H2/28/97 HB 1725

SECTI ON 8. Arkansas Code 11-9-106(d)(4)(C (i) is hereby amended to read
as follows:

"(O (i) If any individual fails to obey a subpoena issued and served
pursuant to this section with respect to any matter concerning which he my be
lawful ly interrogated, upon application of the Insurance Conm ssioner or fraud
director,
at—which the individual was requiredto appear the Pul aski County Circuit
Court or the circuit court of the county where the subpoena was served, may
i ssue an order requiring the individual to conply with the subpoena and to
testify."

SECTION 9. Arkansas Code 11-9-106(d)(5) is hereby amended to read as
fol | ows:

deducted fromfuture workers conpensationbenefits Fees and nmil eage of the

of ficers serving the subpoenas and witnesses in answer to subpoenas shall be

as provided by |law."

SECTI ON 10. Arkansas Code 11-9-106(d)(6)(C) is hereby amended to read
as follows:

"(C Any such carrier or enployer who willfully and know ngly and

iAtentionally fails to report any such violation shall be guilty of a
m sdeneanor and upon convi ction shall be punished by a fine not to exceed one

t housand dollars ($1,000) or by inprisonment for a period not to exceed one

0217971321.clb082
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As Engrossed: H2/27/97 H2/28/97 HB 1725

(1) year, or by both fine and inprisonnent. Fifty per cent (50% of any

crinmnal fine inposed and coll ected under this subdivision shall be paid and

all ocated, in accordance with applicable law, to the Death and Pernanent Tot al

Disability Trust Fund adm nistered by the Wrkers' Conpensati on Commi ssion. "

SECTI ON 11. Arkansas Code 11-9-106(d)(6) is hereby anmended by addi ng
new paragraph (E) inmediately follow ng current paragraph (D) to read as
fol | ows:

"(E) In addition, any inmunity fromliability provisions of the

Arkansas | nsurance Code applicable to the reporting of suspected fraudul ent

i nsurance acts shall also be applicable to the reporting of information under

this subdivision."

SECTI ON 12. Arkansas Code 11-9-106(e)(2) is hereby amended to read as
fol | ows:

"(2) The prosecuting attorney of the district where the original
hearingisheldand to whom a suspected violation of subdivsion subsection

(a) of this section, 611-9-402(c), and 811-9-406, or any other crimna

vi ol ations that nmay be related thereto, has been referred shall, for the

purpose of assisting himin such prosecutions, have the authority to appoint
as speci al assistant deputy prosecuting attorneys licensed attorneys at lawin

the enpl oynent of the unit or any other designated insurance fraud

i nvestigation division within the Arkansas | nsurance Departnent. Such speci al

assistant deputy prosecuting attorneys shall, for the purpose of the
prosecutions to which they are assigned, be responsible to and report to the

prosecuting attorney."

SECTI ON 13. Arkansas Code 11-9-106(f) is hereby amended to read as
fol | ows:

"(f) Notwi thstanding any other provision of law, it is the specific
intent of this section that active investigatory files as maintained by the

State Arkansas |Insurance Departnment and by the unit be deenmed confidential and
privileged and not be made open to the public until the matter under
i nvestigation is closed by the fraud director with the consent of the

I nsurance Conmm ssi oner, except such active investigatory files shall also be

subject to any confidentiality provisions of the Arkansas | nsurance Code that
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As Engrossed: H2/27/97 H2/28/97 HB 1725

are applicable to the investigation of fraudul ent insurance acts."

SECTION 14. Al provisions of this act of a general and pernmnent
nature are anmendatory to the Arkansas Code of 1987 Annotated and the Arkansas

Code Revi sion Conmi ssion shall incorporate the sanme in the Code.

SECTION 15. If any provision of this act or the application thereof to
any person or circunstance is held invalid, such invalidity shall not affect
ot her provisions or applications of the act which can be given effect w thout
the invalid provision or application, and to this end the provisions of this

act are declared to be severable.

SECTION 16. Al laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTION 17. Energency. It is hereby found and deternined by the

Ceneral Assenbly that the Workers' Conpensation Lawis in i medi ate need of

revision; that this act acconplishes inmediate revision; and that this act

shall go into effect as soon as is practical which is deternmined to be July 1

1997; and that unless this energency clause is adopted, this act will not go

into effect until after July 1, 1997. Therefore, an energency is hereby

declared to exist, and this act being i medi ately necessary for the

preservation of the public peace, health and safety shall be in full force and

effect fromand after July 1, 1997.

/ s/ Rep. Thomas
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