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

State of Arkansas
81st General Assembly A BI”

Regular Session, 1997

By: Representatives Newman and Miller

For An Act To Be Entitled

HOUSE BILL 2070

"AN ACT TO BE KNOMN AS THE | NSURANCE SALES CONSUMER

PROTECTI ON ACT; AND FOR OTHER PURPOSES. "

Subtitle

"AN ACT TO BE KNOMN AS THE | NSURANCE

SALES CONSUMER PROTECTI ON ACT . "

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

SECTION 1. Short Title.

This act may be cited as the Insurance Sal es Consuner Protection Act.

SECTI ON 2. Pur pose.

The purpose of this act is to regulate the business of insurance and

protect the interests of insurance consuners.

SECTION 3. Definitions. For the purpose of

this act:

(a) The ternms "lending institution, subsidi

ary and affiliate" shal

have the neanings ascribed to themin Arkansas Code 23-64-203(b)(4).

(b) Insurance neans all products defined or

regul ated as insurance

pursuant to Arkansas Code 23-60-101, et seq., except:

(i) credit life, credit accident and

health credit property,

credit casualty, credit involuntary unenpl oynent,

nort gagor s decreasing term

life, and nortgagor s acci dent and health and si ckness insurance;

(ii) insurance placed by a financial

institution in connection

with collateral pledged as security for a | oan when the debtor breaches the

contractual obligation to provide that insurance;

and

(iii) private nortgage insurance.
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SECTI ON 4. I nsurance in connection with a | oan

(a) The followi ng shall apply when insurance is required as a condition

of obtaining a | oan or extension of credit.

(1) Solicitation for the purchase or sale of insurance shall be

conducted only by individuals who are not primarily responsible for naking a

| oan or extension of credit when such insurance solicitation is in connection

with such specific |oan or extension of credit;

(2) The loan or extension of credit and rel ated i nsurance

transactions shall be conpleted i ndependently and through separate

docunent ati on; and

(3) A loan for premums on required insurance shall not be

included in the primary credit without the witten consent of the custoner.

(b) Nothing in this act or Arkansas Code 23-60-101, et seq., shall be

construed to prohibit lending institution personnel frominform ng custoners

that insurance is required in order to obtain a | oan or extension of credit or

that | oan or extension of credit approval is contingent upon the custoner

obt ai ni ng acceptabl e i nsurance. Lending institution personnel nmay al so inform

custoners that insurance is available fromthe lending institution, its

subsidiary, an affiliate, or particular unaffiliated third parties, and

i ndicate how to obtain additional information.

SECTION 5. Lending institution sales practices.

(a) The followi ng requirenments shall apply to insurance sal es

activities conducted by lending institutions, their enpl oyees, subsidiaries,

affiliates, and unaffiliated third-parties conducting such i nsurance sal es

activities (i) on behalf of a lending institution which involves the use of a

Il ending institution brand nane or (ii) on lending institution preni ses:

(1)(A) Disclosures. The follow ng disclosures are required with

respect to the solicitation of life insurance and annuities and shall be nmade

during the initial custoner contact, including conmunication by tel ephone or

ot her el ectroni c neans:

(i) That an insurance product is not FDIC insured,

(ii) That an insurance product is not a deposit or

obligation of the |lending institution;

(iii) Where appropriate, that certain insurance
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products involve investnment risks, including the possible |oss of principal

(B) For related credit and i nsurance transactions, the

foll owing disclosures shall be nade in witing and signed by the custoner, at

or prior to the closing of the insurance sal e, acknow edgi ng that the custoner

has recei ved, has read, and understands that:

(i) The custonmer need not purchase insurance fromthe

lending institution, its subsidiary, an affiliate, or any particul ar

unaffiliated third party;

(ii) The insurance is available through other

i censed brokers or agents; and

(2) Physical location of insurance activities. |Insurance sales

activities on lending institution prem ses shall be conducted in a manner so

as to mnimze custoner confusion by:

(A) Conducting such activities to the extent practicable in

a location separate and distinct fromthe area where retail deposit, |oan

maki ng or extension of credit activities occur; and

(B) Identifying the area where insurance activities are

conducted with appropriate signage as to be easily distinguishable by the

public as separate and distinct fromdeposit and | ending activities of the

I endi ng institution.

SECTION 6. Custoner privacy.

(1) No person shall utilize nonpublic custoner information in

connection with the solicitation or sale of insurance products to individuals,

unless it is clearly disclosed to the individual that the nonpublic custoner

i nformation may be so utilized. Provided, however, when such disclosure is

made to an individual, the individual nust also be instructed how and given

the opportunity to indicate that he or she does not want such nonpublic

custoner information disclosed or utilized for the nmarketing of insurance.

(2) For purposes of this subsection, "nonpublic custoner infornmation"

means i nformation regarding an individual that has been derived fromthe

record of a lending institution relating to its operation other than insurance

activities; provided, however, that "nonpublic customer information" shall not

i nclude information regarding an individual that may be obtai ned by | endi ng

institutions or shared with their affiliates or unaffiliated third parties

subject to the provisions of the Fair Credit Reporting Act.
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SECTION 7. Exenpti on.

The provisions of Section 5 of this act shall not apply to or affect in

any way a broker-dealer |licensed by the State of Arkansas when such broker-

deal er is conducting insurance sales activities on prem ses other than | ending

i nstitution preni ses.

SECTI ON 8. Authorization to pronul gate regul ati ons.

The Conmi ssioner may pronul gate regul ations to effectuate the purposes

of this act.

SECTION 9. Al provisions of this act of a general and permanent nature
are anendatory to the Arkansas Code of 1987 Annotated and the Arkansas Code

Revi si on Comni ssi on shall incorporate the sane in the Code.

SECTION 10. 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 11. Al laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTI ON 12. EMERGENCY. It is found and determ ned by the Genera

Assenbly of the State of Arkansas that this act is necessary to regulate the

busi ness of insurance and to protect the interests of insurance consuners; and

that for the effective adm nistration of the law this act should becone

effective on July 1, 1997. Therefore, an energency is declared to exist and

this act being i nmedi ately necessary for the preservation of the public peace,

health and safety shall be in full force and effect fromand after July 1

1997.
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