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

State of Arkansas

81st General Assembly A B I II

Regular Session, 1997 HOUSE BILL 2155

By: Representatives Newman, Miller, and Young

For An Act To Be Entitled
“AN ACT TO REVI SE AND SI MPLI FY CHAPTER 64 OF TITLE 23,
FOR THE PROVI SI ON AND REGULATI ON OF LI CENSEES AS
AGENTS, BROKERS, ADJUSTERS AND CONSULTANTS; AND
FOR OTHER PURPOSES. "

Subtitle
"THE LI CENSEE CODE REVI SI ON AND
SI MPLI FI CATI ON ACT. "

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

SECTION 1. Chapter 64 of Title 23 is hereby amended as fol |l ows:
" Chapter 64 -- LICENSEES, AGENTS, BROKERS, SOLICITORS-
ADJUSTERS, AND CONSULTANTS

SUBCHAPTER 1. GENERAL PROVI SI ONS

23-64-101. Applicability Scope of provisions.
This chapter shall apply with respect to any insurer all stock, —utual

and—reciprocalinsurers and as to all insurances other than wet marine, and

foreign trade insurance and title insurance.

23-64-102. Definitions.
As used in this chapter, unless the context otherw se requires:

(1) An agent is an individual, firm limted liability conpany or

corporation |licensed as an agent by the conmi ssioner. Acting as an agent

wi t hout proper licensure is a violation of this chapter. An agent shal

conduct busi ness only after being appointed by an insurer to solicit

applications for insurance or annuities or to negotiate insurance on its
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behal f —anrd . Exceptions to the appointment provision are specifically provided

in this chapter. i+ If authorized to do so by the insurer, an appointed agent

may te effectuate and countersign insurance contracts.+ An agent shall be

deened to be the agent of the appointing insurer

(2)(A) A resident agent is an agent of a property—marine—other than

N e - ae neaq Nn_o 60 0 /]

casualty, life, disability —or surety insurer who resides whose residence is

inor who may vote in this state, or who is licensed as a resident agent by

the conmi ssioner in accordance with subdivision (2)(B) of this section. Every
reference herein to an agent, a resident of this state and to a licensed
agent, a resident of this state shall include any duly licensed resident

agent as defined in this section.

(B) By reciprocal arrangenments with another state under which
residents of Arkansas may be licensed and operate as resident agents of the
other state, the commi ssioner may |icense, as resident agents of Arkansas,
residents of the other state who, in cities or towns through which passes the
Arkansas boundary, or border conmunities or border trade areas, mamintain their
princi pal place of business in any such city, town, comunity, or trade area;
who conduct all or a substantial portion of their insurance business in
Arkansas; who are enployed to sell insurance by Arkansas resident firnms or
corporations licensed as agents; and are otherwi se qualified for the license.

The terms border communities or border trade areas shall nean conmmunities
and trade areas situated within five (5) nmles of the Arkansas boundary.
Firms and corporations of which all the nenbers and persons exercising the

license power qualify individually as to residence under the above definition

may be |icensed as resident agents;

4 (3) A broker is an individual, firm linmted liability conpany or

corporation who for conpensation as an i ndependent contractor in any manner
solicits, negotiates, or procures insurance or the renewal or continuance
t hereof on behalf of insureds or prospective insureds other than hinself and

not on behalf of an insurer or agent; has posted the required bond; and may

not effectuate or countersign insurance contracts. A broker shall be deened

to be the agent of the insured;
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6> (4) (A An adjuster is apry—persen an individual, firm linmted

liability conmpany or corporation who, for conmpensation as an i ndependent

contractor or as the enployee of an independent contractor or for fee or
commi ssi on i nvestigates and negoti ates, on behalf of the insurer, settlenent
of clains arising under insurance contracts.

(B) Alicensed attorney at law who is qualified to practice lawin

this state—or is not deened to be an adjuster for the purposes of this

chapter;
(O & A salaried enployee of an insurer or of a managi ng general
agent or of any adjustnent bureau or association owned and nai ntai ned by

insurers to adjust |osses of menber insurers is not deened to be an adjuster

for the purposes of this chapter; or—a

(D) A resident agent; or marine average adjusters adjuster or a
H-ecensed an agent or broker who adjusts or assists in adjustment of |osses
ari sing under policies procured through the broker or issued by the insurer

represented by the agent that is appointed by the insurer shall s not be

deened to be an adjuster for the purposes of this chapter;

(E) The commi ssioner nmay issue limted adjusters' licenses to

persons who are sponsored and are enpl oyees of self-insured (self-funded)

entities for purposes of the adjustnment of clains for or on the behalf of that

sel f-insured sponsoring entity. Such linmted license shall be valid only

while the enpl oyee is enployed by the sponsoring self-insured entity.

Qualifications, fees, and other aspects of licensure for limted adjusters

licenses shall be as established by regul ation

A (5) (A) +nsuranse An insurance consultant is an individual, #eans
any—person, who—or firm —partnership— linmited liability conmpany or
corporation which, for a fee, in any manner advi ses or counsels any—person

anyone as to his their insurance needs and coverages under any insurance
policy or contract.

(B) The term insurance consultant shall not be deemed to include
licensed attorneys, actuaries, certified public accountants, nedical bil

anal ysts, or any other person who gives or offers incidental advice to the
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public in the normal course of a business or professiona

i nsurance consul ting.

23-64-103. Exceptions to definitions.

HB 2155

activity other than

The definitions of agent—broker—and solicitor contained in & 23-64-102

shall not be deened to include:

(1) Individuals enployed by agents, brokers, consultants,

insurers solely for the performance of clerical

adj usters, or

st enogr aphi c,

secretarial and

simlar office duties. —heidental—takinrgofanrapptcationtorinsuranrce—in

(2)3) The attorney in fact—o+r—salaried traveling representative of a
mutual—or reciprocal insurer or—of a -surety insurer

SUBCHAPTER 2. LI CENSI NG AND APPOI NTMENT

0311971030.rrs813



© 00 N O 0o b~ W N B

W W W W WWWNNDNDNNDNDNNNNDNR R R B B B B B R e
o OO M W N P O © ® N O 0 M W N P O © ® N O O M W N B O

HB 2155

23-64-202 201. Agents—brokers—ahd-solicitors— License required,
gener al
(a) No person shall in this state act as or hold hinself out to be an

agent, broker—or—solicitor, consultant, or adjuster, as to subjects of

i nsurance |l ocated, resident, or to be perforned in this state—orreceive
conpensation for obtaininginsurance~ unless then licensed for that purpose
pursuant to this chapter.

(b) No agent~ or broker—e+——solicitor shall solicit or take application
for, procure, or place for others any kind of insurance as to which he is not
then licensed.

(c) Except as provided specifically excepted in this sectionandin
423-64-227 chapter, no agent shall place any business with any insurer as to
whi ch he does not then hold an appoi ntment as agent underthis chapter. Unless

{e) (d) No agent, insurer, broker, consultant, or adjuster er—solcitor

shall permt any person not so properly licensed as provided in this chapter

to solicit, e~ engage, consult, or adjust in the business of insurance on s

his its behal f unless said personisexenpted fromthe |icense requirenents
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under—423-64-103.
) (e) No person shall consult, counsel, or advise others on matters

of insurance needs or coverages under any insurance policy or contract of

related to |ife or disability or property or casualty risks for insurance for
a—fee or any other thing of value unless licensed under this chapter

0

avid 04 alaialV ged alallValVaa Na [illa RoO—e\Ven Na

sectionbe construed as to require licensure Licensure of a consultant who is

an a salaried enployee of the entity or entities for which he they may consult
or counsel on the matters of insurance to that entity or entities shall not be
requi red. aforesaid-

(f) No person nay adjust clains as an adjuster w thout |icensure under

this chapter.

(g) Any license issued by the Commi ssi oner may be i medi ately suspended

as per A . C. A 09-14-239, for failure to pay child support.

(h) Al licensees or applicants for licensure must notify the

commi ssioner in witing within ten (10) days of any filing of a crinina

charge or conviction or plea of a crimnal charge or the filing of any

bankruptcy proceeding by or against them Failure to so notify the

commi ssioner may result in the i nredi ate suspension of the |icense.

23-64- 203 202. Agents—brokers—and-solicitors— Qualifications—for
license for insurance other than life and disability General qualifications

for |licensure; exenptions.

(a) For the protection of the people of this state, the commi ssi oner
shall not, at or before conpletion of application processing, issue, continue,
or permt to exist any agent' s broker's—or consultant' s, or solicitor's
license as to insurance other than life and/or disability—except unless the
licensee is in conpliance with this chapter and other applicable Iaws of this
state e~ , and as to any individual who does not also nmeet the follow ng
qualifications: -not—qgualified therefor as follows:

(1) He—must Must be of legal age of mmjority, or nust have had

disabilities of minority removed for all general purposes and provide evi dence

of sane.

(2) He—must Miust be a resident of this state, or of a city or town
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t hrough whi ch passes the boundary of this state, qualified as to residence
under 82-64-102(2)(B) and, iffor an agent or broker license- nust have been a
resident for not less than the thirty (30) ninety{(90) days inmediately prior
to date of application for the |icense. However, the commi ssioner may, in his

di scretion, upon witten request by applicant waive the thirty ninety-day

residence requirenent as to any applicant for license who is a bona fide
resident of this state, and who furnishes proof satisfactory to the

commi ssioner that he is, and intends to be, a pernmanent resident of Arkansas;

(5 (3) He—wmust Must be deermed by the conmissioner to be conpetent,
trustworthy, financially responsible, and of good personal and busi ness

reputation- ,and such qualifications nmust continue in order to renmain

i censed;

A (4) He—wmust Must pass a amy witten examination for the license if

requi red under this subchapter, and attest that they are fanmliar with the

i nsurance laws of this state and will keep thenselves fanmiliar despite changes

in the | aw,
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9 (5)(A) He—shall Shall, before licensure or examination if

exanmi nation is required, notlater than sixty (60) daysafter the license is
issued or—continued- conplete specific courses of instruction in the field of

i nsurance as the conm ssioner shall by regulation prescribe for the license

wheninitially issued. Proof of conpletion nust be presented before testing

is adm nistered. The courses of instruction shall in the aggregate consist of

not less than thirty-six (36) hours of classroominstruction adni nistered by
or under the supervision of persons qualifying with and approved by the
comi ssi oner for that purpose. Successful conpletion of the courses of

i nstruction shall be certified to the conm ssioner, on fornms prescribed by
him by the person under whose supervision the instruction was adni ni stered.
The courses of instruction shall provide the applicant with basic know edge of

the broad principles of insurance, |icensing and regulatory |laws of this

state, and the obligations and duties of an agent, broker, or consultant

insurance. Prograns of instruction may be provided by any authorized insurer
agents' association, or trade association recognized by the conmi ssioner or by
any university, college, or any other institution in this state having a
conmprehensi ve course of instruction approved and certified by the
comi ssi oner. The conmi ssioner shall issue appropriate regulations to
i mpl enment the educational requirenments and standards prescribed in this
subdi vision and to prescribe the general curriculum of courses of instruction
The curriculum shall include not |ess than five (5) hours of instruction
relative to the licensing of agents and insurance regulatory |aws of this
state, criteria for approval of the providers of the courses of instruction,
and certifications contenplated hereunder

(B) None of the provisions of this subdivision shall apply to, and
no exam nation or educational requirenments contained in this subdivision shal
be required of, any applicant for a license presently exenpted by |law from an
exam nation. This subdivision shall also not apply and no educationa
requi renents shall be required as to any person licensed as of March 18, 1983,
as an insurance agent, broker, or consultant—selicitor under the laws of this
st at e.

(O The provisions of subdivision (a)(5)9-(A) of this section

shal |l not apply to persons making application for license as an agent or -
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br oker —or—solicitor for crop hail insurance, nobile hone physical damage
i nsurance, nortgagor's decreasing termlife and disability insurance, pre-paid

I egal insurance, and fire and marine insurance witten in connection with

credit transactions, or any line exenpted by law, for which only a limted
license is issued, nor any other insurance for which only a limted license
may be issued and the comr ssioner, by order or regulation, exenpts fromthe
educational requirenments of subdivision (a)(5)9)-(A) of this section
(b)(1) The conmi ssioner shall not issue, pernmit to continue, or renew
any agent' s broker's—or solicitor's license to any lending institution, or
to any subsidiary or affiliate of any lending institution, or any officer or
any enpl oyee of any of the foregoing, with the follow ng exceptions:
(A) - Such licenses may be issued, continued, and renewed

to lending institutions, their affiliates, branches, and subsidiaries, and

of ficers and enpl oyees of either, if such persons or entities are |ocated or
reside in places municipalities which have a popul ati on which does not exceed

five thousand (5,000) according to the |atest federal decennial census..—and

(B) If an application or licensee is pernitted to be
licensed or continued by any other provisi on—of-subsection{b)or {c) of this
section.

(2)(A) Notwi thstandi ng any other provision of subdivision (b)(1)
of this section and with the exception of the effect of popul ation growth upon
the licenses of lending institutions, their affiliates, subsidiaries, offices,

and enpl oyees, the commi ssioner shall pernit to continue and shall renew the
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licenses of licensees who may operate in part at or through nonqualifying

| ocati ons and who do not neet the foregoing requirenents, if such licensees is
are actively conducting insurance activities under its |license at such

| ocations on March 16, 1993, and for so long as such H-censee continues

licensees continue to function in the manner theywere it was constituted on

such date; provided, however, that if any ownership interest in or any right
to participate in the profits of a |icensee operating through what m ght

ot herwi se be nonqualifying locations is transferred to a new or different
lending institution or to an affiliate or subsidiary of such new or different
lending institution, the conm ssioner shall not allow be—aloewed to continue
or renew the |icense of such |licensee.

(B) However, a lending institution, an officer or enployee
of a lending institution, a subsidiary or affiliate of a lending institution
or an officer or enployee of a subsidiary or affiliate of a | ending
institution, otherwi se qualified therefor, may be issued a |icense to sel
nmortgagor's decreasing termlife insurance, nortgagor's accident and health
and sickness insurance, credit life insurance, credit accident, credit
property, and credit health and accident insurance and to sell fixed or
vari abl e annuities.

(3) The commi ssioner may renew or continue a |license issued to a
l ending institution, an officer or enployee of a lending institution, a
subsidiary or affiliate of a lending institution, or an officer or enployee of
a subsidiary or affiliate of a lending institution, where such license was
lawful Iy outstanding on March 25, 1975; and where such |icensee was on that
date, and continues to be at the time of renewal or continuance of such
license, actively engaged in conducting insurance activities authorized under
such license.

(A) (i) The conm ssioner may issue to and renew or continue
agent' s broker's—and solicitor's |licenses of successors successor—agents—
brokers—and solicitors who are otherwi se qualified therefor, who are
associated with or enployed by licensees whose |icenses are renewed or
continued pursuant to this subdivision (b)(3) for so long as the licensee
renewed or continued pursuant to this subdivision (b)(3) continues to function
as it was constituted on March 25, 1975.

(ii) Such successor |icensees agents—brokers—or
solicitors my be enployed or controlled directly or indirectly only by the

0311971030.rrs813
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I i censee whose license is renewed or continued pursuant to this subdivision
B33
(iii) The term successor, as used herein, neans

i ndi vi dual s who replace in an identical capacity other individuals who have
|l eft or ceased to be enployed by or associated with a lending institution
agency or its subsidiary or affiliate.

(B)(i) The subsequent transfer of ownership or control of a
I i censee whose |license is renewed or continued pursuant to this subdivision
(b)(3) to other subsidiaries or affiliates of such |licensee with which such
i censee was associated on March 25, 1975, shall not prohibit the comn ssioner
fromgranting renewal s of or H-censes license to successor |icensees—agents—
brokers—and solicitors

(ii) However, the restrictions of this subsection

shall attach, and the conm ssioner shall not issue, renew, or continue any
license of a lending institution or of any subsidiary or affiliate of a
lending institution or to any officer or enployee of either of the above if
any ownership interest in or any right to participate directly or indirectly
in the profits of the licensee whose |license has been continued pursuant to
subdi vision (b)(3) of this section is transferred to a new or different
lending institution or to an affiliate or subsidiary of such new or different

I ending institution.

(C) - No provision of this section shall in any way affect

any business activities of a broker-dealer |icensed by the State of Arkansas
or its affiliates or subsidiaries nor affect any contracts or agreenments such
broker-dealer or its affiliates or subsidiaries may have with any entity.
(4) For purposes of this subsection section:
(A) Lending institution nmeans any entity which has a pl ace

of business in this state at which it accepts deposits of nmoney fromthe

0311971030.rrs813
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public and | ends noney, including banks and savings and | oan associ ati ons;

(B) Subsidiary neans any person or entity which is
controlled by a lending institution or its affiliate;

(C) Affiliate means any person or entity which controls or
i s under conmon control with a lending institution; and

(D) Control nmeans the power to exercise a deciding
i nfluence over the managenment of a lending institution, unless the power is
solely the result of an official position with the Iending institution.

(5) The commissioner is authorized to promulgate regulations, in

order to effectuate the purposes of this subsection, which are to help
mai ntain the separation between | ending institutions and the insurance
busi ness and to minimze the possibilities of unfair conpetitive and
deceptive practices by lending institutions or their subsidiaries or

affiliates affecting agents, brokers, or the public, and to maintain parity

between federally chartered | ending institutions and state chartered | endi ng

institutions with respect to the sale of insurance.

(6)(A) The provisions of this subsection shall apply only to
transfers of any ownership interest in, or control of, or any right to
participate or share directly or indirectly in, the profits of any licensee
that occur on or after January 1, 1993.

(B) Such transfers effected prior to January 1, 1993, shal
be governed by the law in effect when the transfer was nade.

(c) Notwi thstanding the requirenments contained in subsections (a) or (b)
of this section, the commi ssioner may renew or continue the H-ecenses |license
of persons who, as of immediately prior to January 1, 1960, were lawfully
licensed as agents or solicitors under laws then in force. All the licenses

shall, however, be subject to the other applicable provisions of this code.

23-64- 204 203. Liteor disabitity inrsurance—agents—or brokers—
Qualifications for license Specific qualifications for |license as an agent,

broker or consultant; exenptions.

(a) For the protection of the people of this state, the comi ssi oner
shall not at or before conpletion of the application process issue, continue,

or pernmt to exist any agent s , or brokers or consultants license as to Hie

and/ordisability insurance except in conpliance with this chapter or other
applicable laws or as to any individual not qualified therefor as follows:

0311971030.rrs813
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2> (1) He—must Must be a resident of this state or of another
state if, by reciprocal arrangements made by the conm ssioner with the other
state, simlar privileges therein are granted to residents of this state or
per this chapter;

3> (2) He—must Must have been appointed an agent by an authorized

i nsurer before solicitation or sale of any product, if |icensed as an agent;

£6) (3) He—must Must pass such witten exam nation as shall be

requi red by the commi ssi oner

A (4) He—shall Shall, before licensure or examination if
exanmi nation is required, notlater than sixty (60) daysafter the license is
issued or continued conplete specific courses of instruction in the field of
i nsurance as the conm ssioner shall by regulation prescribe for the license

wheninitially issued. Proof of conpletion nust be presented before testing

is adm nistered. The courses of instruction shall in the aggregate consist of

not less than thirty-six (36) hours of classroominstruction adni nistered by
or under the supervision of persons qualifying with and approved by the
comi ssi oner for such purpose and successful conpletion of which shall be
certified to the commi ssioner, on forms prescribed by him by the person under
whose supervision the instruction was adm ni stered. The courses of

i nstruction shall provide the applicant with basic know edge of the broad
princi pl es of insurance, licensing, and regulatory |laws of this state and the
obligations and duties of an agent, broker, or consultant selcitor |icensed
as such to transact H-fe or disability insurance. Programs of instruction my
be provided by any authorized insurer, agents' association, or trade

associ ation recogni zed by the comm ssioner, or by any university, college, or
any other educational institution in this state having a conprehensive course
of instruction approved and certified by the conm ssioner. The conmi ssioner

shall issue appropriate regulations to inplenment the educational requirenents

0311971030.rrs813
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and standards prescribed in this subdivision and to prescribe the genera
curriculum of courses of instruction. The curriculumshall include not |ess
than five (5) hours of instruction relative to the licensing of agents and
i nsurance regulatory laws of this state, criteria for approval of the
provi ders of the courses of instruction, and certifications contenpl ated
pursuant to this subdivision.

£B) (5) None of the provisions of this subdivision (a)(3) shal
apply to, and no exanmi nati on or—educational requirenents containedinthis
subdivision shall be required of, any applicant for a license presently
exenpted by |aw from an exam nati on. Fhis—subdivision Subdivision (a)(3) shal
al so not apply andnoeducational requirenents shall be required as to any
person licensed as of March 18, 1983, as an insurance agent+~ or broker—e+
solicitor under the laws of this state.

(b) As to licenses existing i mediately prior to January 1, 1960, the

commi ssi oner shall not issue any |license as to banks, trust conpanies, and
other financial institutions and persons prohibited frombeing licensed as to
other kinds of insurance under & 23-64-203 202 (b), but subject to & 23-64-203
202(c).

(c)(1) No person shall be a licensed agent, broker, or consultant te

seH—ifeoor disability insuranceinthis state until that person shall take,

if so required, and pass, to the satisfaction of the conm ssioner, a witten

exam nation to determne the conpetency of the person to be an atife o+

di-sability i nsurance agent, broker or consultant within that insurance area of

expertise desired to be licensed, in addition to other requirenents determ ned
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by the conmi ssioner. The conmi ssioner shall prescribe the formand content of

the exami nation and shall include therein questions calculated to determ ne

the applicant's know edge of famliarity of the applicantwith the |aws of

this state and the regul ati ons of the comnr ssioner relative to those areas of

licensure. Hfe or disability insurance—Prior to the examnation—the

3> (2) If the enployment or appoi ntment of any Hfe—ordisabibity

i nsurance agent is term nated by an insurance conpany because of the

licensee's agent's nisrepresentation of insurance policies to any person, for

acts of fraud, or for any other reason of dishonesty or inappropriate action,

or because of the discovery of information found in an appoi ntment revi ew of

the agent, the insurance conpany shall notify the conm ssioner within ten (10)

wor ki ng days of the disnissal and the reasons therefor. Netice Such notice

shall be a privileged conmunication and shall not be adnissible in evidence in

any action or proceedi ng other than those brought by the conmm ssioner. For

pur poses of this conmuni cation only, the insurance conpany shall be deened to

be commi ssioner's authorized representative and shall have avail able the

imunity afforded per A .C. A 823-61-208. Failure by any insurance conpany to

notify the conm ssioner of such acts shall be deened to be a refusal to give

i nfformation per A C A 0623-63-213(2). Upon receipt of the notice from any

i nsurance conpany, the comm ssioner shall, if he determines after

i nvestigation that the dism ssal was because of nisrepresentation of any

i nsurance policy or for fraud or for violation of any of the laws of this
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state, immedi ately suspend the license of the |licensee insuranceagent pendi ng

a hearing on the matter.

4 (3) The conmi ssioner shall maintain informtion a—+-e on each

i censee Hcensed life or disability insuranceagent in this state. A conplete

record of all information furnished the conm ssioner regarding the conduct of

any licensee LHfe or disability insurance agent in this state shall be

mai ntai ned for a reasonable period of tine as determ ned by the comi ssi oner

If the comni ssioner receives information from any insurance conpany or from

any other person about acts of fraud by a |licensee—aninsurance—agent, or

about m srepresentations of the ternms and provisions of any Hfe or disability
i nsurance policy by the |licensee ihasurance—agent, the conmm ssioner is—ditrected

to shall transnmit that the information plus any other informtion discovered

in an investigation by the conm ssioner to the proper authorities for |ega

action against the agent as authorized by the laws of this state.
£5) (4) The provisions of this subsection shall be supplenmental to and

shall not repeal any existing laws on the same subject.

23-64- 205 204. Agentsbrokers, and-solicitors - Applicationfor

license Application for agent's, broker's, or consultant's |icense.

(a) Application for an agent s, broker s, or consultant's seolicitors
license shall be nade to the commi ssioner by the applicant and be signed and
sworn to by the applicant along with a nonrefundabl e application fee as
prescri bed by regul ati on. Fhecommi-ssioner—inhis discretion—may waive the

. | | v . | .

(b) The form of application shall require full answers to such questions

as may reasonably be necessary to determ ne the applicant's identity,
resi dence, personal history, business record, experience in insurance, purpose
forwhich license s tobe used- and other facts, such as, but not linmted to,

crimnal convictions, pleas, pending charges, bankruptcies or filings for

bankruptcy or any other itenms, as required by the conmm ssioner to deternine

whet her the applicant neets the applicable qualifications mandat ed—forthe
lcenseappliedfor
(c) H—+4oranagent—sticense—the The application shall state the kinds

of insurance proposed to be transacted.
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broker, bi . f the Li .
(o) (d) If the applicant for—agents—or brokers license is a firm

limted liability conmpany, or corporation, the application shall show—in

addition- the nanmes of all nenbers, nmanagers, officers, and directors and
shal | designate each individual who is to exercise the powers to be conferred
by the |icense—uponthe firmor corporation Each individual so designated
shall furnish information with respect to hinself/herself, as part of the
application, as though licensed as an individual |icensee —foranindividual
H-cense.

8- (e) The application shall also show whether the applicant or

i ndi vi dual desi gnee under the |icense was ever previously licensed to transact

any kind of insurance in this state or el sewhere, whether the |license was ever

refused, suspended, or revoked, and whether any insurer or insurance |licensee

general—agent clainms an applicant is indebted to it, and if so, the details

t her eof .
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& (f) If the application is approved and if the nonrefundable

application fee is paid, an exam nation pernmit will be issued to the
applicant. The permit will be valid for a period of ninety (90) days fromthe
date of issuance. If the applicant does not schedul e and appear for

exami nation within that ninety-day period, the permt shall expire and the
applicant may be required to file a new application and shall pay another
nonr ef undabl e application fee before issuance of another exam nation permt to
the applicant. |If an applicant appears for examination but fails to pass the
exam nation, he shall be required to pay a nonrefundabl e reexam nation fee

bef ore reexam nati on.

23-64- 206 205. Agents—brokers—and-solicitors— Examinationtor
Hecense Witten exam nation

(a) Wthin a reasonable time and in a location to be determi ned by the
commi ssioner, after filing of application and paynent of the applicable fees,
the conmi ssioner shall subject each applicant for |icense as agent, broker, or
consul tant seklieiter, unless exenpted therefrom under subsection {g) (f) of
this section, to a witten exani nation

(b) If the applicant is a firm linmted liability conpany, or

corporation, the exam nation shall be taken by each individual who is to be
named in the license as having authority to act for the applicant in its
i nsurance transactions under the |icense.

(c) Exami nation of an applicant for an agent's |license shall cover only
the kinds of insurance or subdivisions thereof defined in this code which the
agent inAsurer desires to be |licensed appoint—the apptcanttotransactinits
behal .

(d) Exami nation of an applicant for a broker's or consultant's |icense

shall cover the all kinds of insurance as to which the applicant is to be

| i censed—as—provided in523-64-208.
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8- (e) The conmi ssioner may give, conduct, and grade all exam nations,

or he may arrange to have exam nati ons adm ni stered and graded by an

i ndependent testing service as specified by contract, in a fair and inparti al

manner, and wi thout unfair discrimnation as between individuals exan ned.

Any written exam nation may be substituted supplemented by an oral exami nation

of the applicant atthe commissioners discretion if so deened necessary

under any applicable statute including but not limted to the Anericans with

Disabilities Act. The conmi ssioner shall may require a waiting period of

ei ght (8) weeks before reexanm nation of an applicant who twice failed to pass
previ ous sinmilar exam nations.
¢ (f) This section shall not apply to, and no exam nation shall be

required of:

(1) Applicants for licenses to sell credit life or credit
disability insurance-—to—debtors of the applicants or of their enployers,;

(2) Autonpbile dealers or autonobile finance conpanies or their
enpl oyees applying for licenses covering auto physical danmage or the vendor's
single interest fire—theft, physical damage—conprehensive—and collision

insurance on notor vehicles only;

(3) Transportation ticket agents of conmon carriers applying for
licenses to solicit and sell only accident insurance ticket policies or
i nsurance of personal effects while being carried as baggage on the commn

carrier, as incidental to their duties as transportation ticket agents;

28
29
30
31
32
33
34
35
36

—{5) (4) Applicants for licenses as nonresident agents or

nonresi dent brokers, but subject to reciprocal arrangenents as provided for in
this chapter —8423-64-204{a}(2} or 23-64-212
£6) (5) Any applicant for a tenporary license under this
chapter; $23-64-214;
- (6) Applicants for licenses to sell credit property insurance
| Y v hi | ;
£8) (7) Applicants for licenses to sell funeral expense insurance

exclusively. Funeral expense insurance shall be defined in rules adopted by
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the I nsurance Conmi ssi oner

£10) (8) Applicants for licenses to sell nortgagor's decreasing

termlife or nortgagor's decreasing termdisability insurance to debtors of
the applicants or of their enployers.

(9) Applicants for licenses to sell for Farnmers' Mitual Aid

Associ ati ons.

23-64- 207 206. Licenseforagentsrepresentingrultipleinsurers
Appoi ntments for agents representing insurers.

(a) Qalified LHfeordisability agents shall have one (1) appoi ntnent
for each insurer to be so represented as agent —andthe same appointnent my
include both |ife and disability insurance. No agent shall place any business

with any insurer as to which that agent does not then hold an appoi ntnent as

an agent, except as specifically provided in this chapter

(b) Appointnent of an agent shall be effectuated as specified per

regul ati on by the commi ssi oner

23-64- 208 207. Brokerslicenseandauthority Scope of broker's

license and authority.

(a)(1l) Alicense as a broker shall cover property, casualty, surety, and
mari ne insurance, and the conm ssioner shall not issue a broker's license
limted to particular lines of insurance— ;

(2) However, a broker's license shall not include life or
disability insurance.

(3) Alicense as a consultant nmay cover

(i) life and disability; or

(ii) property and casualty (which includes surety and

marine); or
(iii) both (i) and (ii).

(b)(1) A broker, as such, is not an agent or other representative of an

i nsurer and does not have power by his own acts to obligate the insurer upon
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any risk or with reference to any insurance transaction.
(2) An insurer or agent shall have the right to pay to a broker
licensed under this chapter the customary conm ssions upon insurance placed

t hrough the broker.

23-64- 209 208. Bonrd forbrokerslicense Broker's surety bond.

(a) Every applicant for a broker's license and for a renewal |icense

shall file with the application and shall thereafter maintain in force while
so licensed a bond in favor of the people of the State of Arkansas executed by
an aut horized surety insurer.

(1) The bond nay be continuous in form and total aggregate
liability on the bond may be linmted to payment of twenty-five thousand
dol l ars ($25, 000).

(2) The bond shall be conditioned upon full accounting and due
payment to the person entitled thereto of funds coming into the broker's
possessi on t hrough i nsurance transacti ons under the license.

(b) The bond shall remain in force until released by the conm ssioner or
until cancelled by the surety. Wthout prejudice to any liability previously
i ncurred thereunder, the surety nmay cancel the bond on thirty (30) days'

advance witten notice to both the broker and the comm ssi oner

23-64- 210 209. Adjustersticenseandgqualifications Qualifications for

adj uster's |icense.

(a) No person shall, in this state, act as or hold hinself out to be an
adj uster unless then licensed therefor under this chapter. Application for
license shall be nade to the conmmi ssioner according to fornms as prescribed and
furni shed by him The comr ssioner shall issue the adjuster's license for
property insurance, or for casualty insurance, or for workers' conpensation
i nsurance, or for any conbination thereof as to individuals qualified therefor
upon paynent of the nonrefundable |license fee stated in 23-61-401

(b) To be licensed as an adjuster, the applicant must be qualified as
fol | ows:

(1) He—must Miust be of the legal age of majority, or have had the

disabilities of minority removed for all general purposes and provi de evi dence

of sane; —an—individual eighteen (18) years or nore of age
(2) He—ust Miust be a resident of Arkansas, or resident of another
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state which will pernmt residents of Arkansas to act as adjusters in the other
st at e;

(3) He—must Must be a full-tinme salaried enployee of a licensed
adj uster, or a graduate of a recognized | aw school, or nust have had
experience or special education or training as to the handling of property,
casualty, or workers' conpensation |oss clainms under insurance contracts of
sufficient duration and extent reasonably to nake him conpetent to fulfill the
responsi bilities of an adjuster

(4) He—must Must be deenmed by the conmissioner to be conpetent,
trustworthy, financially responsible, and of good personal and busi ness
reputation;

(5) He—must Must have and mmintain in this state an office
accessible to the public and keep therein the usual and customary records
pertaining to transactions under the license. This provision shall not be
deened to prohibit maintenance of an office in the hone of the licensee;

(6) (A) He—must Must pass a witten examination as to his
conpetence to act as a property, casualty, or workers' conpensation insurance
adj uster as shall be required by the conmnm ssioner

(i) The commi ssioner may give, conduct, and grade al
exami nations or he may arrange to have exam nations adm ni stered and graded by
an i ndependent testing service as specified by contract, in a fair and
i mpartial manner, and without unfair discrimnation as between individuals
exam ned.

(ii) The conmi ssioner may require a waiting period of
ei ght (8) weeks before reexanm nation of an applicant who twice failed to pass
previ ous sinmilar exam nations.

(iii) The nonrefundabl e application fee shall be the
same as that charged an applicant for license as an agent or -~ broker—e+
solicitor under 623-61-401

(iv) This examination requirenment shall be effective
only as to all resident applicants for |license as an adjuster hereunder
begi nni ng January 1, 1986.

(B) If the application is approved and if the nonrefundabl e
application fee is paid, an exam nation pernmit will be issued to the
applicant.

(i) The permit will be valid for a period of ninety
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(90) days fromthe date of issuance

(ii) If the applicant does not schedul e and appear for
exami nation within that ninety-day period, the permt shall expire and the
applicant may be required to file a new application and shall pay another
nonr ef undabl e application fee before issuance of another exam nation permit
to the applicant.

(iii) 1If the applicant appears for exanmi nation but
fails to pass such exam nation, he shall be required to pay a nonrefundabl e
reexanmi nation fee before reexam nation.

(C By reciprocal arrangenents with the insurance
supervisory official in the other state, the conm ssioner my waive witten
exanmi nation of a nonresident applicant for |icense as an adjuster, if the
official certifies that the applicant is |licensed as a resident adjuster of
that state and has conplied with its qualification standards therefor

(c) Afirm limted liability conpany, or corporation, whether or not

organi zed under the laws of this state, nmay be licensed as an adjuster if each
i ndi vidual who is to exercise the |icense powers is nanmed in the |license and
is qualified as for an individual |icensed as adjuster. An additional ful
license fee shall be paid as to each individual in excess of one (1), so naned
in the license to exercise its powers.

(d) However, no adjuster's license or qualifications shall be required
as to any adjuster who is sent into this state on behalf of an insurer for the
purpose of investigating or maki ng adjustment of a particular |oss under an
i nsurance policy, or for the adjustnment of a series of |osses resulting froma

catastrophe commn to all the | osses.

23-64- 211 210. Licensihgof firme—andcorporations Licensing of firns,

limted liability conpani es, and corporations.

(a)(1) Afirm limted liability conpany, or corporation may shat- be
licensed only as a |licensee—an—-agentor broker. |I|f a firm each genera

partner and each other individual to act for the firmunder the license, and

if alimted liability conmpany or a corporation, each individual to act for

the limted liability conmpany or corporation under the license, shall be naned

in the license and shall qualify for the license as though an individua
i censee.

(2) The commi ssioner shall charge, and the |licensee shall pay, a
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full additional license fee as to each respective individual so nanmed in such
license in excess of one (1) licensee.

(b)(1) The conmissioner, in his discretion, may issue apr—agept—s a

license to a firm limted liability conpany, or corporation organi zed under

the | aws of another state if the firm linmted liability conpany, or
corporation is licensed as a resident |licensee agent—orbroker under the | aws

of its state of domcile.

(2) If afirm each general partner and each other individua

aut hori zed to act on behalf of to—act—for the firmunder the license, and if a

limted liability conmpany or corporation, each individual authorized to act on

behal f of toact for the linmted liability conmpany or corporation under the

license, shall be named in the license and shall qualify therefor as though an

i ndi vidual |icensee agent under the provisions of this code. The conm ssi oner
shall charge, and the |icensee shall pay, a full additional |icense fee as to
each respective individual licensee agent in the license in excess of one (1),

in the anpbunts stated in 623-61-401

(3) The nonresident licensee shall pronptly notify the
commi ssi oner of all changes anmong its menbers, partners, directors, nanagers,
and officers, and all other individuals designated in the |icense.

(4) As a part of the application for the license of agent, the
comi ssi oner shall require the applicant to file a witten agreenent executed
by a nenber, partner, or officer authorized to act for the firm linted

liability conmpany or corporation acknow edgi ng under oath that its agents wil

not during the period of the license directly or indirectly place insurance
upon subjects resident, located, or to be perfornmed in this state except by

policies or contracts in insurers authorized to transact insurance in this

(5) Application for and acceptance of a firms, linmted liability

conpany or corporation's license as a nonresident |icensee agent shall be
deened to constitute irrevocabl e appoi ntment of the comr ssioner as the
attorney of the licensee for the acceptance of service of process issued in
this state. The licensee shall conply with the further provisions of this
chapter. 423-64-229 in that regard—

— {8y Uponissuance—the license shall state the names of the
insurers to be so represented-
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(c) Wthin ten (10) days, each the licensee shall notify the

comi ssi oner of all changes anmong its menbers, directors, officers, and al

ot her individuals designated in the |icense.

(d)(1) Every firm linmted liability conpany or corporation licensed as

an—agent and every applicant for such a license shall file with the

commi ssioner the true nane of the firm limted liability conpany or

corporation and also all fictitious names under which it conducts or intends
to conduct its business and, after licensing, shall file with the comm ssi oner
any change in or discontinuance of those nanes.
(2) The commi ssioner may di sapprove in witing the use of any nanme

on any of the foll ow ng grounds:

(A) The nanme is identical to or is simlar to that of
anot her licensee lLcensedagency so as to confuse or otherw se nislead the
public; or

(B) The name includes words or phrases that may nislead the
public as to activities not authorized under the |license or which are in
vi ol ati on of any insurance |aw or insurance regul ation; or

(O The nanme states, infers, or inplies that the firm

limted liability company or corporation is an insurer, nmotor club, or

hospital service plan or entitled to engage in insurance activities not
permtted under the license applied for or held; or

(D) Such other reasonabl e grounds as the comni ssi oner may
det er mi ne.

(3) The grounds specified in subdivisions (d)(2)(B) and (d)(2)(D)
of this section shall not be applicable to the true name of any firmor
corporation which on March 21, 1985, held a license issued under this
subchapt er.

(e) The provisions of subsections (a) and (b) of this section shall not
apply to those partners who are partners in the firmfor investnment purposes
only and who do not act for the firmor take any other active role in the
operations of the firm

(f) In the event an insurer does not wish to provide for the authority

of all such agents authorized under the license of a firm linmted liability

conmpany, or corporation to act on their behalf, that insurer nmay appoint

specific agents individually within the firm limted liability conpany or

corporation and the firm linmted liability conmpany or corporation nmay act on
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the behalf of the insurer, but only through those agents individually

appoi nted by the insurer while acting on the behalf of the firm linted

liability conpany or corporation and only if anmong those specific agents

i ndi vidual |y appointed, there is one general partner, one officer of the

corporation or one manager of the linmted liability conpany.

23-64-212 211. Nonrresident—agents—andbrokers—License Nonresident

agents or brokers - License.

(a) (1) The conmissioner may |icense as an agent or a broker a person who
is alicensed agent or broker of another state, and who is otherw se qualified
therefor under this chapter except as to residence, if under the laws of the
state of his domicile a simlar privilege is granted to persons resident or
domiciled in Arkansas.

(2) By reciprocal arrangenents with the insurance supervisory
official in such other state, the comm ssioner nay waive witten exani nation
of an applicant for |icense as nonresident broker or agent, if the official
certifies that the applicant is |icensed as a resident agent or broker of such
state and has conplied with its qualification standards therefor

(3) As part of the application for any such license, the
comi ssi oner shall require the applicant to file his witten agreenent,
acknow edged under the oath of the applicant, that he will not during the
period of the license directly or indirectly place insurance upon subjects
resident, located, or to be perforned in this state, except by policies or
contracts in insurers authorized to transact insurance in this state.

(4) The fee for any such license shall be as stated in 623-61-401

(5) A nonresident agent shall have one (1) appointnment for each
insurer to be so represented.

(b) (1) Upon the nonresident broker's or nonresident agent's change of
domi cile residence to the State of Arkansas, each such |licensee shall apply
for and obtain a resident agent's or broker's license within ninety (90) days
of such change of donmicile residence to this state. The nonresi dent broker or
nonresi dent agent |icense of such person shall cease to be valid ninety (90)
days after such change of donmicile residence to this state.

(2) If any nonresident broker or nonresident agent fails to obtain
a resident agent's or broker's license within this tine period, the

commi ssioner in his discretion may refuse to issue a resident agent's or
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broker's license to the person or, upon issuance of the license, may suspend
the license for up to twelve (12) nonths and may i npose an adm nistrative
penalty upon the person in the amount of three hundred dollars ($300) or, if
the conmi ssioner has found willful msconduct or willful violation on the part
of the person, one thousand dollars ($1,000). This adm nistrative penalty
may, in the commi ssioner's discretion, be augnented by an anount equal to any
comi ssi ons received by or accruing to the credit of the person with regard to
any transactions occurring after the expiration of the ninety-day period as
provi ded in subdivision (b)(1) of this section.

(c) A nonresident broker's license or a nonresident agent's license my
be suspended or revoked for violation of the agreement referred to in

subdi vision (a)(3) of this section or for any other cause for which the

license of a resident agent or broker may be revoked.
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23-64-214 212. Tenporary—agent—and brokerlicenses Tenporary |icenses.
(a) The commi ssioner may issue a tenmporary license as Hfe insurance

agent— resident agent, or resident broker, as the case may be, to or with
respect to an individual qualified therefor as to age and character and
without requiring the individual to take an exam nation, in the follow ng
cases:

(1) To the surviving spouse or next of kin or to the administrator
or executor, or the enployee of the administrator or executor, of a licensed
agent or broker beconi ng deceased;

(2) To the spouse, next of kin, enployee, or |egal guardian of a
Iicensed agent or broker disabled by sickness, injury, or insanity;

(3) Wth respect to an enployee of a firm or officer or enployee

of a corporation, nmanager or enployee of a linmted liability conpany, |icensed

as agent or broker, upon the death or disability of an individual designated
in the license to exercise the powers thereof;

(4) To a salaried enployee of an authorized insurer sent to this
state by the insurer to take the place of a licensed agent of the insurer;

(5) To the designee of a licensed agent or broker entering upon
active service in the armed force of the United States;

(6) To an applicant for a |license as agent or broker, who is
otherwise qualified for the license, pending the availability and taking, by
the applicant, of any witten exam nation required under £23-64—-206 this
chapter.

(b) The tenporary license shall be issued upon application filed with
the conmi ssioner in such form and containing such information as the
comi ssi oner may reasonably require and upon payment of the applicable fee as
stated in 823-61-401

(c) The tenporary license shall be for a period of not over one hundred
ei ghty (180) days ninety (90) days, subject to extension by the conm ssioner
in his discretion for an additional one hundred ei ghty-day ninhety-day period.

However, a license issued pursuant to subdivision (a)(1l) of this section nmay

be continued without paynment of additional fee until the executor or

adm ni strator di sposes of the insurance business but not to exceed a period of
fifteen (15) nonths. Tenmporary A tenporary license issued to the next of kin
under subdivision (a)(1l) of this section shall not be extended for additiona

ternms after appointment and qualification of an adm ni strator or executor
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23-64-215— 213. Lim-tationrs—andrights—uhrderterporaryticense Rights

and limtations on tenporary licenses.

(a) The commi ssioner shall not issue nore than one (1) tenporary
license, to or with respect to the sanme individual to be so licensed, within
any twel ve-nmonth peri od.

(b) The tenporary license may cover the sane kinds of insurance for
whi ch the agent or broker thereby being replaced was |icensed.

(c) As to a tenporary agent's |icense issued on account of the death or
disability of an agent, the licensee may so represent all of the insurers | ast
represented by the deceased or disabled agent w thout the making of a new
appoi ntment of the licensee by the insurers. However, the |licensee shall not
be appointed as to any additional insurer or additional kind of insurance
under a tenporary license. This provision shall not be deened to prohibit
term nation of its appointnment by an insurer.

(d) A tenporary licensee shall have the sanme |icense powers and duties
as though under a permanent |icense.

(e) The fee paid for tenmporary license may be applied upon the fee for a
li ke permanent |icense issued to the licensee before expiration of the

tenporary |icense.

23-64-216 214. lssuahce—of |icense |ssuance of license; formand

content of |icense.

(a) The commi ssioner may pronptly issue licenses applied for to persons
qualified therefor in accordance with this chapter

(b) The license shall state the nane and address of the licensee, the
date of issue, general conditions relative to expiration or termnation, kind
or kinds of insurance covered, the |license nunber as determ ned and assi gned
by the conmi ssioner, and the other conditions of the |icense.

(c) If the licensee agent—or broker is other than an individual, a—firm
orcorporation- the license shall also state the name of each individua

aut hori zed thereunder to exercise the |icense powers.
() 1t the I . Lici _ the Hi hall |
address of the agent or broker to be represented-
{e) (d) Every licensee shall notify the conm ssioner, in witing, of any

change in his mailing or residence address within ten (10) days of the change.
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23-64- 217 215 Expiration—of ticenses— Continuance Conti nuance of

i cense.
(a)(1) Al agent, broker, consultant, or adjuster.—and-nonresident life

anddisability agent |icenses, andall agent licenses as to life or disability
iHhsuranceonly—or i fe and disability insuranceonly~ shall continue in force

unl ess wAti-k non-renewed, expired, suspended, revoked, or term nated, but

subject at all tinmes to annual paynment to the comni ssioner of the applicable

continuation fee as stated in A C. A ©23-61-401, acconpanied by a witten

request for the continuation biennially on or before the |icensee's birthday

if an individual or the annual period fromthe date of issue if a firm

limted liability company or corporation, June1 of even-nunbered years of the
appH-cable continuationfee as statedin+23-61-401- acconpanied by a witten
request for the continuation. Asto a solicitor' s licensethe request shall

Failure to

pay the annual continuation fee on or before the date required shal

automatically terminate the license as of the foll owi ng busi ness day after the

due date. Reinstatenent of a terminated license within thirty (30) days from

the due date shall require paynent of double the annual continuation fee. Up

to sixty (60) days fromthe licensee's due date, license reinstatenent shal

requi re paynent of triple the annual continuation fee. After sixty (60) days

fromthe licensee's due date, reinstatenent shall not be avail able, the

i censee nust again proceed to becone licensed as if never having held a

license, should a |icense be desired.

(2) For purposes of inplenmentation of subsection (a)(1l) on the

effective date of July 1, 1997, if the |licensee has already paid the

applicable continuation fee within the previous one hundred eighty (180) days

on the date it was due, such fee shall not be due again until the next annua

due date.
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1

2 (O (b)(1) During the period that an agent a-licensee has no conpany
3 appoi ntnents, remmins—oninactive status— the |icensee shall not transact the
4 business of insurance in this state. —Rer—engage—in-any other inAsurance

5 activitieswhichmy only be engagedin by active licensees—

6 —— () (2) An agent A-licensee who has no active appoi ntnents on

7 iphactive status may continue, subject to the terns of the insurer's contract
8 with the licensee, to receive comissions or other conpensation relative to
9 business witten while actively appointed by such |icensee. duringactive

10 L L .

11

12

13

14

15

16

17

18

19
20 (3) Any licensed resident agent who has no insurance conpany
21 appointnments nust continue to conply with A C. A 823-64-301 as to continuing
22 education, pay all applicable license fees, and shall at all tinmes be subject
23 to the provisions and sanctions of the Arkansas | nsurance Code.
24

W W W W W W N N N N DN
gaa A W N P O © 00 N O O

w
»
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£23-64-214

23-64-218 216. Suspensionr—revocation—orrefusalof license
Suspensi on or revocation.
(a) The commi ssioner may suspend for up to thirty-six (36) twelve (12}

mont hs, or nmay revoke or refuse to continue, any license issued by himif,

after notice to the |icensee and after hearing, he finds any one (1) or nore
of the follow ng causes exist:

(1) Any cause for which issuance of the license could have been
refused had it then existed and been known to the conmi ssioner

(2) Violation of or nonconpliance with any applicable provision of
the laws of this state, this code, or of any lawful rule, regulation, or order
of the commi ssioner

(3) ntaining or attenpting to obtain any such |icense through
nm srepresentation or fraud;

(4) M sappropriation or conversion to the |licensee's his own use

or benefit or illegal wthhol ding of nobneys bel onging to policyhol ders,
insurers, beneficiaries, or others and received in conduct of business under
the |icense;

(5) Conviction of or the pleading of guilty or nolo contendere to

a felony;
(6) If, in the conduct of the licensee's his affairs underthe

license, the |licensee has used fraudul ent or dishonest practices or trade

practices prohibited by the insurance laws or and regulations of this state;

(7) Failing to provide a witten response after receipt of a
written inquiry fromthe comm ssioner or his representative as to transactions
under the license within thirty (30) days after receipt thereof, unless such
timely witten response is knowingly waived in witing by the conmm ssi oner

(8) Having an insurance |icense suspended or revoked in any other
state, province, district, or territory;

(9) The licensee no |longer neets the qualifications required for a
license as described in the |nsurance Code —823-64-203 and 23-64-204; or

(10) Refusing to be exanmined or to produce any of his accounts,

records, and files for exam nation or failure to cooperate with the
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commi ssioner in an investigation when required by the comn ssioner

(11) For purposes of this section, licenses also include pernmts,

regi strations or certificates of authority.

(b) The license of a firm limted liability conpany or corporation my

be suspended, revoked, or refused also for any of such causes as relate to any
i ndi vi dual designated in the license to exercise its powers.

(c) If the conmissioner finds that one (1) or nore grounds exist for the
suspensi on or revocation of any license or—permt, the comm ssioner in his
di scretion may inpose upon the licensee orpermittee an adm nistrative penalty
in the anbunt of up to one thousand ($1,000) dollars per violation three
hundreddollars ($300) or, if the commi ssioner has found willful m sconduct or

willful violation on the part of the licensee up to five thousand dollars

(%5, 000) per violation —or—permittee—one thousand dollars ($1,-000). The

adm ni strative penalty may, in the comr ssioner's discretion, be augnented by

an amount equal to any commi ssions received by or accruing to the credit of
the licensee for any transaction related to the proceedi ng agai nst the

licensee. The conm ssioner nmay al so order restitution of actual |osses to

af fect ed persons.

(d) If the conm ssioner determnes that the public health, safety, or
wel fare inperatively requires enmergency action, and incorporates a finding to
that effect in his order, a summary suspension of any |icense issued by him
may be ordered pending an adm ni strative hearing before the comi ssi oner
whi ch hearing shall be pronptly instituted.

(e)(1) If the comn ssioner finds upon notice and hearing that the
licensee has violated a provision of the insurance |aws of this state or any
rule, regulation, or order of the conm ssioner and that the |licensee
previ ously has been found to have viol ated provisions of the insurance |aws of
this state or any rule, regulation, or order of the conm ssioner, by an order
of the conm ssioner after hearing or by an order entered with the consent and
agreenent of the parties, the comm ssioner may take judicial notice of such
previ ous orders against the |icensee and, within his w-thout an abuse of
di scretion, may enhance or increase the penalties ordered in the current
proceeding as to the licensee, and the commi ssioner shall incorporate a
finding to that effect in his order

(2) Statutory or regulatory violations for which an order has been

entered as to the |licensee by the insurance departnment or equival ent
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regul atory body in any other jurisdiction may be taken into consideration and
i ncluded in assessing the enhanced or increased penalties provided in
subdi vision (e)(1) of this section.

(f) The penalties recited in this section nay be inposed by the
comi ssioner for violations of this code or other applicable I aws, or rules or
orders of the conmissioner, conmitted by any resident agent whose |icense is

on inactive or retired status.

23-64- 219 217. Procedurefollow-hg-suspensionr—orrevecationofticense

Procedure foll owi ng suspensi on or revocation

(a) Upon the suspension or revocation of a license, the comi ssi oner
shall inmediately notify the licensee of the suspension or revocation either
in person or by mail addressed to the licensee at his address |ast of record
wi th the conmi ssioner.

(1) Notice by mail shall be deened effectuated when so nmil ed.

(2) The commi ssioner shall give |ike notice to the insurers
represented by the agent in the case of an agent's |icense—andtothe agent

dinthe case of a solicito cepse. Were the

i cense has been revoked, each such insurer represented by the agent shall,
upon recei pt of notice fromthe conm ssioner, take appropriate and pronpt
action necessary to:

(A) Retrieve fromthe agent all solicitation materials,
policy applications, binders, and any and all other materials in the
possessi on of the agent which are the property of such insurer; and

(B) Retrieve the agent's policyholder files and records for

policies in force at the time such insurer receives notice of the revocation

£6) (b) The commi ssioner may not again issue a |license under this code
to any person whose |icense has been revoked until after the expiration of
three (3) years, and thereafter not until
(1) Such person has paid in full any fines, administrative
penalties, or nonetary penalties inposed on such person at the tine of
revocation;

(2) Such person has paid restitution of actual |osses to affected
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persons where the order of revocation contains findings that the conduct of
such person resulted in actual |losses to affected persons—and-specifiesthe
dollar ampunt of such losses; and

(3) Such person again qualifies for license in accordance with the
applicabl e provisions of this code.

(d) If the license of a firm linited liability conmpany or corporation

is so suspended or revoked, no nmenber of the firmor linited liability

conpany, or officer or director of the corporation shall be licensed or be
designated in any |license to exercise the powers thereof during the period of
the suspension or revocation, unless the conmm ssioner determ nes upon
substantial evidence that the nenber, officer, or director was not personally
at fault and did not acquiesce in the matter on account of which the license

was suspended or revoked.

23-64- 220 218. Oanershipofticense by commissioner Return of license

t o conmi ssi oner.

(a)(1) Al licenses issued under this chapter, although issued and
delivered to the licensee, agent—broker—solicitor—or adiuster— shall at al
times be the property of the State of Arkansas.

(2) Upon any expiration, term nation, suspension, or revocation of
the license, the licensee or other person having possession or custody of the
license shall inmediately deliver it to the comm ssioner either by persona
delivery or by mail.

(b) As to any license |lost, stolen, or destroyed while in the possession
of any licensee or person, the comr ssioner may accept, in lieu of return of
the license, the affidavit of the licensee or other person responsible for or
i nvolved in the safekeeping of the license concerning the facts of the |oss,
theft, or destruction.

(c) Any licensee who ceases to maintain his residence in this state
shall deliver his insurance license to the conm ssioner within ten (10) days

after term nating his residency.

23-64- 221 219. Appeihtrentof agents—- Continruation—Fermnation—
Loss ratioexperience Appoi ntnent of agent; continuation and ternination of

appoi nt nent .

(a) Each insurer appointing an agent in this state shall file with the
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comi ssi oner the appoi ntnent setting out the kinds of insurance to be

transacted by the agent and pay the fee therefor. The appointing insurer's

appoi ntment of an agent shall be an indication to the Comr ssioner that the

i nsurer has reviewed the agent's background and fitness to be an agent.

(b) Subject to a biennial continuation by the insurer not |later than
June 1, conmencing on January 1, 1988, for life and disability insurers, and
comenci ng on January 1, 1989, for all other insurers, each appointnment shal
remain in effect until the agent's license is revoked or otherw se term nated,
unl ess witten notice of earlier term nation of the appointnent is filed with
the conmi ssioner by the insurer or agent.

(c) Biennially, prior to June 1 of each even-nunmbered year, each insurer
mai ntaining a certificate of authority to transact |ife and disability
i nsurance and, prior to June 1 of each odd-nunmbered year, all other insurers
mai ntaining a certificate of authority to transact insurance in this state,
shall file with the conm ssioner an al phabetical |ist of the names and
addresses of all its agents whose appointnents in this state are to renmain in
ef fect, acconpani ed by paynent of the biennial continuation of appointnent fee
as provided in 23-61-401. At the sanme tinme, the insurer shall also file with
the conmi ssioner an al phabetical |ist of the names and addresses of all its
agents whose appointnents in this state are not to remain in effect,
acconpani ed by any docunentation the conm ssioner shall require.

(d)(1) Subject to the ternms of the agency contract, an insurer nay
term nate an agent's appointnment at any time. The insurer shall pronptly give
written notice of such termnation to the conmi ssioner and thirty (30) days'
advance notice to the agent by certified mail, return receipt requested. The
return receipt shall be retained as part of the insurer's records. However,
less than thirty (30) days' notice of cancellation may be given to the agent
when the termination is for cause relating to the m sconduct of the agent.

(2) Any information as to the cause of termination of any such
appoi nt ment furni shed the conm ssioner as part of the notice of term nation
shall be deenmed a privil eged comruni cati on and shall not be adm ssible in
evidence in any action or proceedi ngs other than those brought by the
commi ssi oner, nor shall any agent whose appoi ntnment has been so term nated
have a cause of action against the insurer or any of its officers, directors,
or enpl oyees by reason of the furnishing of such information to the

commi ssi oner.
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(e) The insurer shall promptly give witten notice of nonrenewal of the
agent's appointnment to the agent by certified mail, return receipt requested,

and the return receipt shall be retained as part of the insurer's records.

23-64-222 220. Place—of business— Display of ticense—- Records Pl ace

of business; mmi ntenance of records.

(a) Every resident agent or resident broker shall have and maintain in
this state, or in a city or town in another state through which passes the
boundary of this state, a place of business accessible to the public.

(1) The place of business shall be that wherein the licensee
principally conducts transactions under his |icense.

(2) The address of the place shall appear upon the |icense, and
the licensee shall pronptly notify the conm ssioner in witing of any change

of address within ten (10) days of that change of address.

(3) Nothing in this section shall be deened to prohibit
mai nt enance of the place of business in the licensee's place of residence in
this state.

(b) The licenses of the |licensee—andthe licenses of solicitors
appointed by and representingthe licensee~ shall be conspicuously displayed
in the place of business in a part thereof customarily open to the public.

(c) The agent or broker shall keep at his place of business the usua
and customary records pertaining to transactions under his |license—andthe

L f h Lici .
4y Thi . hall | i L sability | .

23-64-223 221. lhsurahce—vendirg—rachires Vendi ng machi nes.

(a) Alicensed resident agent may solicit applications for and issue

policies of personal travel and accident insurance by means of mechanica
vendi ng machi nes supervi sed by himand placed at airports, railroad stations,
bus stations, hotels, and sinmlar places of convenience to the traveling
public if the comm ssioner finds that:

(1) The policy to be so sold provides reasonabl e coverage and
benefits, is reasonably suited for sale and issuance through vendi ng machi nes,
and that use of such a machine therefor in a particular proposed |ocation
woul d be of material convenience to the public;

(2) The type of vending machi ne proposed to be used is reasonably
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suitabl e and practical for the purpose;

(3) Reasonabl e neans are provided for inform ng the prospective
purchaser of the policy of the coverage and restrictions of the policy; and

(4) Reasonabl e neans are provided for refund to the applicant or
prospective applicant of nmoney inserted in defective nmachines and for which no
i nsurance, or a less ampunt than that paid for, is actually received.

(b) As to each nachine to be so used, the conmm ssioner shall issue to

the agent a special vending machi ne |license.

(1) The license shall specify the nane and address of the insurer
and agent, the name of the policy to be sold, the serial nunmber of the
machi ne, and the place where the machine is to be in operation

(2) The license shall be subject to annual continuation
expiration, suspension, or revocation coincidentally with that of the agent.

(3) The commi ssioner shall also revoke the license as to any
machi ne for which he finds that the conditions upon which the machi ne was
licensed, as referred to in subsection (a) of this section, no | onger exist.

(4) The license fee shall be as stated in & 23-61-401 for each
license year or part of a year for each respective vendi ng nachi ne.

(5) Proof of the existence of a subsisting license shall be
di spl ayed on or about each vending machine in use in such manner as the
comi ssi oner may reasonably require.

(c) Application for insurance issued by any vendi ng machi ne nmust be

signed by or on behalf of the individual to be so insured, as provided in
623- 79- 105.

23-64- 224 222. Payment—ahd-shari-hrg—of—comm-ssiohrs Paynment of
conmi ssi ons.

(a) No insurer shall directly or indirectly pay, and no person shall so
receive, any fee, conm ssion, or other conpensation for services as agent ors
br oker —or—solicitor in connection with any insurance of a subject resident,
| ocated, or to be performed in this state, or for obtaining any such
i nsurance, unless at the time of the service to which such conpensation is
rel ated, such person was licensed and appointed as an agent or licensed as a -~
br oker, er—soliciter— or licensed as a nonresident broker or licensed and

appoi nted as a nonresi dent agent.

(b) No licensee shall directly or indirectly share his conm ssion or
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ot her conpensation received or to be received on account of a transaction
under his license with any person not also |licensed under this chapter as to
the sane kinds of insurance involved in the transaction. This provision shal
not affect paynment of the regular salaries due enpl oyees of the licensee or
the distribution in regular course of business of conpensation and profits

anong menmbers or stockholders if the licensee is a firm linmted liability

conmpany or corporation.

(c) If a licensed nonresident broker or nonresident agent resides in a
state which requires its resident agents to retain all or a stipulated
percentage of the comm ssion on coverages placed in such state by nonresident
agents or brokers, the Arkansas agent shall retain not |less than a like
percentage of the comm ssion for his services for |ike coverage placed in
Arkansas by residents of such other state.

(d) This section shall not apply as to those transactions with surplus

line brokers which are | awmful under £623-65-310, nor to life or disability

i nsurance placed as provided in §23-64-227.

23-64- 225 223. Reportihgandaccouhtihgforpremurs Fiduciary duties

of |icensees.

(a) Al funds, fees, nonies, premums or return prem unms received by a

licensee in the capacity as a |icensee ah—agent—broker—or solicitor shall be

trust funds so received by the licensee in a fiduciary capacity, and the

| i censee agent—broker—or solicitor shall in the applicable regular course of

busi ness account for and pay these funds, fees, nobnies, prem ums or return

premuns to the insured, insurer, |icensee or any other person ocr—agent

entitled thereto.

(b) Any licensee agent—broker—or solicitor who, not being lawfully

entitled thereto, diverts or appropriates those funds or any portion thereof
to his own use shall upon conviction be guilty of theft of property and shal

be puni shed as provi ded by |aw.

23-64- 226 224. Relationship ot agents—and brokerstoinsurer
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Conbi nati on agent and broker license.

(a) Alicensed agent may be licensed as a broker and be a broker as to
i nsurers for which he is not then |icensed as agent.

(b) A licensed broker may be licensed as and be an agent as to insurers
appoi nting him as agent.

(c) The sole relationship between a broker and an insurer as to which he
is then licensed as an agent, as to transactions arising during the existence
of the agency appoi ntnment, shall be that of insurer and agent and not that of

i nsurer and broker.

23-64- 227 225. Lite or disabitity inrsurahrce—agent - Excess—or rejected
business Excess or rejected business.

A licensed lLfeor disability insurance agent authorized to sell life or

disability insurance, nmay, fromtinme to tinme sy place excess or rejected

risks in any other life or disability insurer authorized to transact insurance
inthis state, with the know edge and approval of the insurers as to which the
agent is so appoi nted Hcensed, and may receive a comr ssion thereon without

bei ng required to have an appoi ntnment alicense as to the other insurer

23- 64- 228 226.

Termination rights of agents.

Foll owi ng term nati on of any agency appointnment as to property,
casualty, or surety insurance, subject to consent of the insurer and to the
terms of the insurer's contract with the agent, the agent may continue to
service, and receive fromthe insurer comm ssions or other conpensation
relative to, business witten by himfor the insurer during the existence of

t he appoi nt ment .

23-64- 229 227. Nonresident—agents—and brokers—- Serviceof process

Appoi nt mrent of commi ssi oner as agent for service of process.

(a) Application for an acceptance of any nonresident |icense provided

under this chapter —alicenseasa nonresident broker or a nonresident agent

alala' = avi a - ~la QA0en a ~la a ne a 0O\, ala a =B avi 0

this state shall thereby be deemed to constitute irrevocabl e appoi nt nent of

the conmi ssioner as the agent of the |icensee for the acceptance of service of
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process issued in this state in any action or proceedi ng agai nst the |licensee
arising out of such licensing or at any time out of transactions under the
I'icense.

(b) Duplicate copies of the process shall be served upon the
comi ssi oner or upon his deputy, assistant, or other person in charge of his
of fice during his absence.

(1) Upon receiving the service, the conm ssioner shall pronmptly
forward a copy of it by registered nail, return receipt requested, to the
nonresident |icensee at his business address |last of record with the
conmmi ssi oner .

(2) Where process is served upon the comn ssioner as a
nonresi dent's process agent, the licensee shall be required to appear, answer,
or plead within thirty (30) days after date of the mailing of the copy of such
process by the conm ssioner

(3) Process served upon the comni ssioner and a copy forwarded

shall for all purposes constitute service upon the person |licensed.

SUBCHAPTER 3. CONTI NUI NG EDUCATI ON

23-64-301. Reguirepment Continuing education required.

(a) Beginning July 1, 1990, each insurance agent,—solicitor—consultant -
and or broker, unless exenpt under 5 23-64-302, |icensed to—sel—insurance in
this state shall successfully conplete courses of instruction as required by
thi s subchapter section.

(b) Amy Beginning July 1, 1998, any person licensed to act as an
i nsurance agent —sokHicitor—consultant or broker shall, during each annual
consecutive period eftwe {2} calendaryears during the duration of his
license, satisfactorily conplete courses or progranms of instruction equival ent
to a mnimmof eight (8) sixteen{16) hours of instruction for alife or
disability license, or both, or ard a mninmumof eight (8) sixteenr{16) hours

of instruction for a property and casualty |icense. {c) Persons holding dua

licenses for life and disability or life or disability and property and
casualty shall also be required to conplete courses of instruction for a total

of ten (10) twenty (20) hours. For purposes of inplenentation, those agents

who were to obtain educational hours before 12-31-97 shall be able to credit

those hours obtained for the 12-31-97 requirenent as the annual requirenment of

8 hours by their birthdate.
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(c) The Conmissioner may arrange for the adnministration of this

subchapter, or any part thereof, by independent contractor as specified by

contract, in a fair and inpartial manner, and wi thout unfair discrimnation as

bet ween i ndividuals subject to this subchapter

23-64-302. Applicability of subchapter Requirenents for |icensees;

exceptions. The provisions of this subchapter shall not apply to:

(1) Those natural persons holding |icenses for any kind or kinds of
i nsurance for which an exam nation is not required by the laws of this state;

(2) Any limted or restricted |icense the comm ssioner nmay exenpt;

(3) Any natural person who is at |east sixty (60) years of age;

(4) Any natural person who has held an active |license as an agent,
solicitor, consultant, or broker for a period of at least fifteen (15)
consecutive years;

(5) The licensee as a firm limted liability conpany or corporation

but this exception does not apply to any individual or natural person unless

al ready exenpt ed.

19
20
21
22
23
24
25
26
27
28
29
30
31
32

(6) Nonresident agents.—solicitors—consultants or brokers.

23-64-303. Newy licensed agents Requirenents for newy licensed agents

or brokers.

Newl y |icensed agent s—solicitors or brokers shall not be required to
meet the requirements of this subchapter until the first annual period
calendar year after the first renewal of their license on the birthdate of the

| i censee—end
Arkansas—|icense.

23-64-304. Powers and duties of commissioner Determnation of course
content and credit; tine extensions.

(a) Rules and regul ati ons necessary and appropriate to inplenment and
adm ni ster this subchapter shall be pronul gated by the comm ssi oner

36

{c) (b) For good cause shown, the conm ssioner may grant an extension of
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time during which the educational requirenents inposed by this subchapter may
be conpl eted, but such extension of tine shall not exceed a period of one (1)
cal endar year.

- (c) The number of elassroom hours for which credit shall be given
for such courses, neetings, or prograns of instruction shall be as detern ned
by the conmi ssioner

(d) Educational requirements shall be obtained and reported annually to

the conmm ssi oner on or before the birthdate of the |icensee. Failure to

report or obtain the nmandated educational requirenments along with the fee

imposed in a tinely manner shall result in the additional follow ng fines:

(i) if withinthirty (30) days after the due date, a fine of

twenty-five dollars ($25) shall be inposed automatically;

(ii) if within sixty (60) days after the due date, a fine of

fifty dollars ($50) shall be inposed autonmtically;

(iii) if within ninety (90) days after the due date, a fine of

one hundred dollars ($100) shall be inposed automatically;

(iv) if after ninety (90) days fromthe due date, the |icense

shall become autommtically suspended; reinstatenent of the |license shal

require paynent of fine of one hundred fifty dollars ($150) if reinstated

within one year fromthe due date of the education;

(v) reinstatenment after one year fromthe due date is not

available. The |licensee nust again proceed to becone licensed as if never

having held a license, should a |license be desired, in addition to obtaining

the educati on due when the |icense suspended and paying the One Hundred Fifty
Dol lar ($150) fi ne.

23- 64- 305.
for teachers Prograns of instruction

(a) Subject to approval of the commi ssioner, the courses or progranms of
i nstruction or parts thereof which shall be deened to neet the conmm ssioner's
standards for continuing education required hereunder shall include, but not
be limted to, the follow ng:

(1) Anerican College Courses (CLU, ChFC)

(2) Life Underwiters Training Council (LUTC)

(3) Certified Insurance Counsel or (ClIC)

(4) Chartered Property & Casualty Underwriter (CPCU);
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(5) Insurance Institute of Anerica (1AA);

(6) Certified Health Consul tant (CHC)

(7) Registered Health Underwiter (RHU)

(8) An insurance-related course or program of instruction taught by an
accredited college, university, or other educational institution in this state
havi ng a conprehensi ve course of instruction approved and certified by the
conmi ssi oner;

(9) A course or program of instruction devel oped or sponsored by any
aut horized insurer, recognized agents' association, or insurance trade

associ ation, including neetings dedicated to the instruction of agents'

education concerning matters of insurance or insurance |aw.

(b) A person teaching any approved course or program of instruction
shall be allowed credit for the same number of educational elassreem hours as
woul d be granted a person taking and successfully conpleting such course, o+
program or neeting.

(10) For courses, neetings, or prograns not personally attended, but

taken by correspondence, a proctored witten exam shall be required with proof

of passing said correspondence course acconpani ed by an affidavit fromthe

proctor in form and substance as may be prescri bed by the comi ssi oner, before

credit may be considered for educational hours for that correspondence course.

23-64-306. Certification Certification of courses conpleted; filing

fee.

(a) Every person subject to the provisions of this subchapter shal
furnish, in a formsatisfactory to the conm ssioner, witten certification as
to the courses, neetings or progranms of instruction taken and successfully
conpl eted by such persons.

(b) Afiling fee shall be paid by the person furnishing the
certification in an amount determi ned by the conmi ssioner to be sufficient to
cover the adm nistrative costs related to the handling of such certification.

(c) The commi ssioner shall deternm ne the anount of the filing fee which

shall not substantially exceed the cost of adnministering this subchapter
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23-64-308 307. lhAsurahce—Continuinrg—Education—Frust—Fund | nsurance
Conti nui ng Educati on Trust Fund

(a) Al funds received pursuant to the provisions of this subchapter
shall be transmtted by the conmm ssioner to the Treasurer of State to the
credit of an account or fund to be entitled Insurance Continuing Education
Trust Fund, which is hereby established.

(b) Al expenditures disbursed pursuant to this subchapter shall be paid
from funds appropriated fromthe Insurance Conti nuing Education Trust Fund by

the General Assenbly.

SUBCHAPTER 4. MANAG NG GENERAL AGENTS ACT

23-64-401. TITLE

Thi s subchapter nay be cited as the Managi ng CGeneral Agents Act .
23-64-402. Definitions.

(a) Actuary neans a person who is a nenber in good standing of the

Ameri can Acadeny of Actuari es.
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(b) Insurer means any person, firm association, limted liability

conpany or corporation duly licensed in this state as an i nsurance conpany.
(c)(1) Managi ng general agent neans any person, firm association,

limted liability company or corporation who manages all or part of the

i nsurance business of an insurer, including the managenent of a separate

di vision, departnent, or underwiting office, and acts as an agent for such
i nsurer whet her known as a managi ng general agent, manager, or other sinmlar
term who, with or without the authority, either separately or together with
affiliates:

(A) Produces, directly or indirectly, and underwites an
anount of gross direct witten premiumequal to or nore than five percent (5%
of the policyholder surplus as reported in the |ast annual statenent of the
insurer in any one (1) quarter or year; together with

(B) One (1) or nore of the following activities related to
t he busi ness produced:

(i) Adjusts or pays clains in excess of an amunt
deternm ned by the conm ssioner; or
(ii) Negotiates reinsurance on behalf of the insurer
(2) Notwithstandi ng subdivision (c)(1) of this section, the
foll owi ng persons shall not be considered as managi ng general agents for the
pur poses of this subchapter:

(A) An enpl oyee of the insurer;

(B) A United States manager of the United States branch of
an alien insurer;

(C© An underwiting manager which, pursuant to contract,
manages all or part of the insurance operations of the insurer, is under
common control with the insurer, subject to the |Insurance Hol di ng Conpany
Regul atory Act, 06823-63-501, et seq., and whose conpensation is not based on
the vol une of premuns witten; or

(D) The attorney-in-fact authorized by and acting for the
subscribers of a reciprocal insurer or interinsurance exchange under powers of
attor ney.

(d) Underwite neans the authority to accept or reject risk on behalf

of the insurer.

23-64-403. Licensure License; surety requirenents.
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(a) No person, firm association, linmted liability conpany or

corporation shall act in the capacity of a nmanagi ng general agent with respect
to risks located in this state for an insurer licensed in this state unless
such person is a licensed nanagi ng general agent in this state.

(b) No person, firm association, linmted liability conpany or

corporation shall act in the capacity of a managi ng general agent representing
an insurer domiciled in this state with respect to risks |located outside this
state unl ess such person is licensed as a managi ng general agent in this state
pursuant to the provisions of this subchapter. Such |license nay be a
nonr esi dent |icense.

(c) The commi ssioner may require the managi ng general agent to post a
bond in an amount acceptable to himfor the protection of the insurer.

(d) The commi ssioner may require the managi ng general agent to nmintain

an errors and omni ssions policy.

23-64-404. Reguired contract provisions Agency contracts; provisions.

No person, firm association, limted liability conpany or corporation

acting in the capacity of a managi ng general agent shall place business with
an insurer unless there is in force a witten contract between the parties
which sets forth the responsibilities of each party and, where both parties
share responsibility for a particular function, specifies the division of such
responsi bilities, and which contains the foll ow ng m ni num provi sions, that:

(1) The insurer may term nate the contract for cause upon witten notice
to the managi ng general agent. The insurer may suspend the underwiting
authority of the mmnagi ng general agent during the pendency of any dispute
regardi ng the cause for termnnation;

(2) The managi ng general agent will render accounts to the insurer
detailing all transactions and remit all funds due under the contract to the
i nsurer on not less than a nonthly basis;

(3) Al funds collected for the account of an insurer will be held by
the managi ng general agent in a fiduciary capacity in a bank which is a nmenber
of the Federal Reserve System This account shall be used for all paynents on
behal f of the insurer. The nmanagi ng general agent nmay retain no nore than
three (3) nonths' estimated clainms paynments and all ocated | oss adj ust nent
expenses;

(4) Separate records of business witten by the managi ng general agent
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will be maintained. The insurer shall have access and the right to copy al
accounts and records related to its business in a formusable by the insurer
and the conmm ssioner shall have access to all books, bank accounts, and
records of the managi ng general agent in a formusable to the conm ssioner; -~
Sl hall | . . 0364 222(¢)
(5) The contract may not be assigned in whole or part by the nanagi ng
general agent;
(6) (A) Appropriate underwiting guidelines, including:
(i) The maxi mum annual prem um vol une;
(ii) The basis of the rates to be charged;
(iii) The types of risks which may be witten;
(iv) Maximumlinmits of liability;
(v) Applicable exclusions;
(vi) Territorial limtations;
(vii) Policy cancellation provisions; and
(viii) The maxi mum policy period.

(B) The insurer shall have the right to cancel or nonrenew any
policy of insurance subject to the applicable I aws and regul ations of this
state concerning the cancellation and nonrenewal of insurance policies;

(7) If the contract pernmits the managi ng general agent to settle clains
on behal f of the insurer

(A Al clainms nust be reported to the conpany in a tinmely nmanner;

(B) A copy of the claimfile will be sent to the insurer at its
request or as soon as it beconmes known that the claim

(i) Has the potential to exceed an anount determ ned by the
comi ssi oner or exceeds the linmt set by the conpany, whichever is |ess;

(ii) Involves a coverage dispute;

(iii) May exceed the managi ng general agent's clains
settlement authority;

(iv) I's open for nore than six (6) nonths; or

(v) Is closed by payment of an anbunt set by the
comi ssi oner or an anobunt set by the conpany, whichever is |ess;

(C Al claimfiles will be the joint property of the insurer and
managi ng general agent. However, upon an order of |iquidation of the insurer
such files shall become the sole property of the insurer or its estate; the

managi ng general agent shall have reasonabl e access to and the right to copy
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the files on a tinmely basis; and

(D) Any settlenment authority granted to the managi ng general agent
may be term nated for cause upon the insurer's witten notice to the managing
general agent or upon the term nation of the contract. The insurer nay
suspend the settlenent authority during the pendency of any dispute regarding
the cause for ternination;

(8) Where electronic clainms files are in existence, the contract nust
address the tinely transni ssion of the data;

(9) If the contract provides for a sharing of interimprofits by the
managi ng general agent, and the nmanagi ng general agent has the authority to
deternmi ne the amobunt of the interimprofits by establishing | oss reserves or
controlling claimpaynments, or in any other manner, interimprofits will not
be paid to the nanagi ng general agent until one (1) year after they are earned
for property insurance business and five (5) years after they are earned on
casual ty business and not until the profits have been verified pursuant to ¢
23-64-405; and

(10) The managi ng general agent shall not:

(A) Bind reinsurance or retrocessions on behalf of the insurer
except that the managi ng general agent nmay bind facultative reinsurance
contracts pursuant to obligatory facultative agreements if the contract with
the insurer contains reinsurance underwiting guidelines including, for both
rei nsurance assunmed and ceded, a list of reinsurers with which such automatic
agreenents are in effect, the coverages and anounts or percentages that may be
reinsured, and commi ssion schedul es;

(B) Commit the insurer to participate in insurance or reinsurance
syndi cat es;

(C) Appoint any agent without assuring that the agent is lawfully
licensed to transact the type of insurance for which appointed;

(D) Wthout prior approval of the insurer, pay or comit the
insurer to pay a claimover a specified amunt, net of reinsurance, which
shall not exceed one percent (1% of the insurer's policyholder's surplus as
of Decenber 31 of the last conpl eted cal endar year

(E) Collect any paynent froma reinsurer, or comrit the insurer to
any claimsettlenent with a reinsurer, wthout prior approval of the insurer

If prior approval is given, a report must be pronptly forwarded to the

i nsurer;
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(F) Permit its subagent to serve on the insurer's board of
directors;
(G Jointly enploy an individual who is enployed with the insurer
or

(H) Appoint a managi ng general subagent.

23-64-405. Dutiesof insurers Reporting requirenments.

(a) The insurer shall have on file an independent financial exanination,

in a formacceptable to the conm ssioner, of each managi ng general agent with
which it has done business.

(b) 1If a managi ng general agent establishes |oss reserves, the insurer
shall annually obtain the opinion of an actuary attesting to the adequacy of
| oss reserves established for |osses incurred and outstandi ng on business
produced by the managi ng general agent. This is in addition to any other
required | oss reserve certification.

(c) The insurer shall periodically, and not Iess often than
sem annual | y, conduct an on-site review of the underwiting and clains
processi ng operations of the mmnagi ng general agent.

(d) Binding authority for all reinsurance contracts or participation in
i nsurance or reinsurance syndicates shall rest with an officer of the insurer
who shall not be affiliated with the managi ng general agent.

(e)(1) Wthin thirty (30) days of entering into or termination of a
contract with a managi ng general agent, the insurer shall provide witten
notification of such appointnment or termnation to the conm ssioner

(2) Notices of appointment of a managi ng general agent shal
i nclude a statenent of duties which the applicant is expected to perform on
behal f of the insurer, the lines of insurance for which the applicant is to be
authorized to act, and any other information the conm ssioner may request.

(f)(1) An insurer shall review its books and records each quarter to
determine if any agent has becone, by operation of £§23-64-402(c), a managi ng
general agent as defined in that subsection

(2) If the insurer determ nes that an agent has beconme a nanagi ng
general agent pursuant to & 23-64-402(c), the insurer shall pronmptly notify
the agent and the conmm ssioner of such determ nation and the insurer and agent
must fully conply with the provisions of this subchapter within thirty (30)
days.
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(g)(1) An insurer shall not appoint to its board of directors an

of ficer, director, enployee, subagent, or controlling shareholder of its

managi ng general agents.

(2) This subsection shall not apply to relationshi ps governed by
6623- 63- 601, et seq.

23-64-406. Examnation—authority Representative capacity; exam nations.

The acts of the nmanagi ng general agent are considered to be the acts of

the insurer on whose behalf it is acting. A managi ng general agent may be

exanined as if it were the insurer

23-64-407. Penpalties—andtiabilities Penalties for violations.

(a) If the conm ssioner finds after a hearing conducted in accordance
with 6023-61-301, et seq. that any person has violated any provision of this
subchapt er, the conmi ssioner may order

(1) For each separate violation, a penalty in an amunt of one
thousand ($1.000) two thousand ($2,000) dollars or, if the conm ssioner has

found willful misconduct or willful violation, fHve thousand ($5-000) ten
t housand ($10,000) doll ars;

(2) Revocation or suspension of the nanagi ng general agent's
Iicense; and

(3) The mmnagi ng general agent to reinmburse the insurer, the
rehabilitator, or liquidator of the insurer for any |losses incurred by the
i nsurer caused by a violation of this subchapter conmmitted by the managi ng
general agent.

(b) The decision, determination, or order of the conm ssioner pursuant
to subsection (a) of this section shall be subject to judicial review pursuant
to 623-61-307.

(c) Nothing contained in this section shall affect the right of the
commi ssi oner to i mpose any other penalties provided for in the insurance |aw.

(d) Nothing contained in this subchapter is intended to or shall in any

manner limt or restrict the rights of policyholders, claimnts, and auditors.

23-64-408. Rules—and regulations Conmm ssioner's regulatory authority.

The conmi ssioner may adopt reasonable rules and regul ations for the

i mpl enentation and adnini stration of the provisions of this subchapter.™
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SECTION 2. 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 nane in the Code.

SECTION 3. 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 application of the Act which can be given effect wthout
the invalid provision or application, and to this end the provisions of the

Act are declared to be severable.

SECTION 4. Al laws and parts of laws in conflict with this Act are

her eby repeal ed.

SECTION 5. EMERGENCY. It is found and determ ned by the Cenera

Assenbly of the State of Arkansas that the changes made in this act shoul d

beconme effective at the begi nning of the next fiscal year; that unless the

changes beconme effective at the beginning of the next fiscal year a

substantial and unnecessary burden will be placed upon the insurance

department; and therefore an energency is hereby declared to exist and this

act being i medi ately necessary for the preservation of public health, peace,

and safety shall be in full force and effect fromand after July 1, 1997.
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