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Stricken language would be deleted from and underlined language would be added to present law.

State of Arkansas . Call Item 5
84th General Assembly A B 111
Second Extraordinary Session, 2003 HOUSE BILL 1158

By: Representative R. Smith

For An Act To Be Entitled
AN ACT TO AMEND AND REORGANIZE THE ARKANSAS
PUBLIC SCHOOL INSURANCE AND MOTOR VEHICLE
INSURANCE PROGRAMS; AND FOR OTHER PURPOSES.

Subtitle
AN ACT TO AMEND AND REORGANIZE THE
ARKANSAS PUBLIC SCHOOL INSURANCE AND
MOTOR VEHICLE INSURANCE PROGRAMS.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Purpose.

(a) The purpose of this act is to provide for the administration and

regulation of the Public Elementary and Secondary School Insurance Program

and the School Motor Vehicle Insurance Program by the State Insurance

Department and to amend various provisions of Arkansas Code §§ 6-20-1501 to

6-20-1515 and §§ 6-21-701 to 6-21-711. The responsibilities of the Department

of Education for the regulation and administration of the Public Elementary

and Secondary School Self-Insurance Program and the School Motor Vehicle

Self-Insurance Program shall cease and its responsibilities shall be

transferred to the State Insurance Department. The programs shall be known

as the Public Elementary and Secondary School Insurance Program and the

Public School Motor Vehicle Insurance Program.

(b) The statutory authority, powers, duties, functions, including

budgeting and purchasing, records, property, unexpended balances of

appropriations, allocations, or other funds, and authorized positions but not

the personnel of the Public Elementary and Secondary School Self-Insurance
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Program and the School Motor Vehicle Self-Insurance Program are transferred

to the department. The transfer shall include each program’s prescribed

powers, duties, and functions, including but not limited to rulemaking,

regulation, and licensing; and the rendering of findings, orders and

adjudications.

(c) All forms for the administration and regulation of the programs,

all trust agreements and arrangements, and all documents presently in use

which have been previously approved by the Department of Education or the

State Board of Education shall continue to be approved until otherwise

determined by the Insurance Commissioner.

(d) The Insurance Services Division of the Department of Education is

transferred to the State Insurance Department by a type two (2) transfer

under § 25-2-105. The transfer shall include the authorized positions but

shall not include the personnel of the division.

SECTION 2. Arkansas Code § 6-20-1501 is amended to read as follows:
6-20-1501. Title.
This subchapter shall be known as the “Public Elementary and Secondary

School Self-Insurance Act of 19737,

SECTION 3. Arkansas Code § 6-20-1502 is amended to read as follows:

6-20-1502. Establishment of self-insurance system —InsuranceServiece
bivisien.

The purpose of this subchapter is te—permit sechool distriets to
establish and maintain a system of self-insurance for the public elementary
and secondary schools, education cooperatives, and open-enrollment charter

schools of Arkansas. The State Board of Education is authorized; direceteds

SECTION 4. Arkansas Code § 6-20-1503 is amended to read as follows:
6-20-1503. StateBoardof Edueation State Insurance Department -

Powers and duties generally.
It shall be the power and duty of the State Board of Edueation State
Insurance Departmenty—hereinafter referred to—as—the board to:

(1) Adopt such rules and regulations as may be necessary to provide
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for the insuring of public elementary and secondary school, educational

cooperative, and open-enrollment charter school property within the State of

Arkansas;

(2) Administer the Public Elementary and Secondary School Insurance
Fund;

(3) Delegate to the Director of the Department—of Edueatien Risk

Management Division within the State Insurance Department and the staff of

the Department—of Eduecation department, hereinafter referred to—asthe
departmenty responsibilities in connection with the administration of this

subchapter;
(4) Establish and administer a program of self-insurance to cover

buildings and contents of public school districts, education cooperatives,

and open-enrollment charter schools of this state which have elected to

establish a systemof self-insuranee participate in a multi-school insurance

program. The programs shall be in accordance with recognized and established

insurance practices;

(5) Establish, and from time to time modify, the premium rates to be
charged for the various risks+——TFhe rates—shall be based upon—those reported
by—the Insurance Serviece Office on similar risks in this state;

(6) Promulgate Specify the form for insurance policies and other forms

required for the purposes of this subchapter;

Purchase insurance in compliance with all state purchasing laws from

insurance companies authorized to do business in this state—Reinsuranee
shall be provided in keeping with recognized principles of good risk
management. The beard director shall prescribe, from time to time, sueh
rules and regulations as—the board deems—neeessary—in for placing and
handling the insurance reinsurance—and shall publish the rules and

lats . . 1 11 4 . . 14 ‘s

reinsuranee;

(8) Employ necessary offieials adjusters, engineers, appraisers, and
other personnel required in the administration of this subchapter;

(9) Engage in a program of fire prevention loss control to assist the

various public schools in improving and minimizing potential insurance

losses; and
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(10) Perform all additional powers and duties necessary to maintain

sound insurance underwriting practices recognized by good risk managements—in

(l11) Periodically review the status of the insurance fund and the

adequacy of insurance premium rates and compare these rates with rates for

comparable risks for private insurance companies;

(12) Confer with superintendents and boards of directors of school

districts, the governing boards of education cooperatives, and open-

enrollment charter schools concerning insurance practices of the wvarious

districts, education cooperatives, and open-enrollment charter schools;

(13) Promulgate rules and regulations for the administration of the

state public school insurance program; and

(14) Perform other duties that will expedite the operation of the

public elementary and secondary school insurance program.

SECTION 5. Arkansas Code § 6-20-1504 is repealed.
6-20-1504+—Sehool Self-Tnsurance Advisory Committees
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SECTION 6. Arkansas Code § 6-20-1505 is amended to read as follows:

6-20-1505. Information to be furnished.

(a) The Director of the Department—of Edueation Risk Management

Division within the State Insurance Department, with the approval of the

board Insurance Commissioner, shall require district school superintendents,

or county school supervisors, er clerks, or governing boards of the education
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cooperatives or open-enrollment charter schools to furnish the Department—of

Edueation State Insurance Department a complete list showing the location of

every school building aleng with the loecationand the names and addresses—of
the school distriet board of direetors—thirty (30) sixty (60) days prior to

entering the program and upon written request by the department.

4e)(b) The department shall have authority to require each school

district, education cooperative, or open-enrollment charter school to furnish

a complete report of its insurance program, including the expiration dates of

its contracts, a history of losses, or any additional information required by

the insurer.

SECTION 7. Arkansas Code § 6-20-1506 is amended to read as follows:
6-20-1506. Finding of uninsurability - Effect.

(a) (1) The Department—of Eduecation State Insurance Department is

authorized to maintain an inspection and engineering service and a training

program designed to reduce the hazards effire in public school buildings
insured under this program.

(2) The State Board of Edueation department shall have authority
to cancel or not renew insurance on any school property if the property is
deemed no longer insurablei; hewevery,—thirty (30) days’ notice mustbe given
in—-advanee—of caneellation.

(3) The beard department may refuse to insure property when it
believes—such coverage tobe unsound determines the property does not meet

program guidelines.

4e)(b) 1In carrying out his its duties pursuant to this section, the

commissioner department may request and the beard affected district shall

provide any information requested he-deems neecessary for a determination

6 01-27-2004 15:55 DLP CDS700
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concerning the reasons for the denial, nonrenewal, or cancellation of the

apptieation insurance coverage.

SECTION 8. Arkansas Code § 6-20-1507 is amended to read as follows:

6-20-1507. Premium rate and payment.

(a) The premium rate shall be actuarially sound appreved by —the State

(b) School districts, education cooperatives, or open-enrollment

charter schools shall make payment of premium when demand is made as

scheduled in the contract.

(c)(1l) Any school district, education cooperative, or open-enrollment

charter school which does not pay the premium when due shall be charged a

rate of interest at five percent (57%) per annum on all payments due and
unpaid on the policy issued.

(2) The State Insurance Department may cancel insurance coverage

for school districts, educational cooperatives, or open-enrollment charter

schools that fail to pay the premium due within thirty (30) days.

(3) The department shall give thirty (30) days notice before any

cancellation for nonpayment.

(d) Rules and regulations of the beard department shall include such
items as payment of premiums and other pertinent items with reference to the
premium rate, but the rules and regulations shall not be more stringent than
practices of reliable commercial companies writing fire and extended ecoverage
similar insurance in Arkansas.

(e) Premiums collected by the state self-public elementary and

secondary school insurance program shall continue to be subject to any

premium tax now or hereafter levied for the support of the firemen’s pension

and relief fund.

SECTION 9. Arkansas Code § 6-20-1508 is amended to read as follows:
6-20-1508. Appraisal and payment of losses.

(a) In the event of loss of school district, education cooperative, or

open-enrollment charter school property under this program, the Public School
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OW 00 N O U1 &~ LW N =

W W W W W W LW DD DD DN DN DN DN DN DN DN - = = = = =
AN L1 LW NN R O O 0NN OV L M LN H O VW O NN OV UL B W DM = O

HB1158

Elementary and Secondary School Insurance Fund fund shall pay the loss as

specified in the contracty—which must notexeceed—the maximum as preseribed by
theState Board—oef Eduecation.

(b) When an agreement as to the extent of loss or damage cannot be

reached between the beard State Insurance Department and officials having

charge of the property, the amount of the loss or damage shall be determined
by three (3) appraisers, one (l) to be named by the beard department, one (1)

by the school district, education cooperative, or open-enrollment charter

school governing board, and a third to be selected by the two (2) appointed
appraisers, all of whom shall be disinterested persons and qualified from
experience to appraise and value such property.

(c) If a third appraiser is not agreed upon within thirty (30) days,

the beard Insurance Commissioner shall have authority to appoint a third

appraiser.

(d) It shall be the duty of the department Eduweatien to coordinate,
facilitate, and expedite details in connection with responsibilities outlined
in this section.

(e) The beard department is granted authority to contract for services
with licensed real estate brokers in order to expedite and facilitate the

proper operation of the program.

SECTION 10. Arkansas Code § 6-20-1509 is amended to read as follows:
6-20-1509. Effect of federal assistance.

Any school district, education cooperative, or open-enrollment charter

school which may receive financial assistance from the federal government as
a result of federal legislation pertaining to disasters shall not be
adversely affected as a result of any moneys due from the fund because of

coverage by the self-public school insurance program.

SECTION 11. Arkansas Code § 6-20-1512 is amended to read as follows:
6-20-1512. Disposition of funds.
All funds received by the State Board of Edueatien State Insurance

Department as premiums, adjustments, earnings, and the like, as provided in
this subchapter, shall be used for the following purposes, listed in a
descending order of priority:

(1) To defray administrative costs;
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(2) To pay claims;

(3) To maintain the Permanent Insurance Reserve Fund of two
million dollars ($2,000,000); and

(4) To pay back the initial loan of two million dollars
($2,000,000) .

SECTION 12. Arkansas Code § 6-20-1513 is amended to read as follows:
6-20-1513. Bond obligations.
(a) The State Board-of Eduecation State Insurance Department is

authorized and directed to meet legal requirements with reference to coverage

on buildings as a result of school district, education cooperative, or open-

enrollment charter school bond obligations.

(b) The specific intent of this section is to ensure that policies
issued by the program include provisions required by existing school district

bond contracts.

SECTION 13. Arkansas Code § 6-20-1514 is amended to read as follows:
6-20-1514. Investments.
(a) The State Board-of Eduecation State Insurance Department is

authorized to invest reserve funds of the program.

(b)

the-Arkansas—InsuranceInvestment—Gode Funds of the program may be invested

and reinvested as the Insurance Commissioner may determine.

(c) Moneys invested and interest earned thereon shall be administered

as program funds.

(d) Moneys deposited to the program shall not be subject to any

deduction, tax, levy, or any other type of assessment.

SECTION 14. Arkansas Code § 6-20-1515 is repealed:

SECTION 15. Arkansas Code § 6-21-701 is amended to read as follows:
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6-21-701. Title.
This subchapter shall be known and may be cited as “The School Motor
Vehicle Self-Insurance Act of 19917,

SECTION 16. Arkansas Code § 6-21-702 is amended to read as follows:

6-21-702. Purpose.

This subchapter is to establish and maintain a system of motor vehicle
insurance for all public elementary and secondary schools, education

cooperatives, and open enrollment charter schools of Arkansas electing to

participate in the program from and after July 1, 1991, with the State Beard

of Edueation State Insurance Department, Division of Risk Management,

authorized, directed, and empowered to administer the program. threugh the

insurance seection within the Department—of Education. The beard-department
shall adopt suech proeedural requirements rules and regulations as may be

necessary to provide for the insuring of motor vehicles owned by

participating public school districts within the State of Arkansas.

SECTION 17. Arkansas Code § 6-21-703 is amended to read as follows:

6-21-703. School Motor Vehicle Self-Insurance Program --
Participation.

(a) There is hereby established a Public School Motor Vehicle Self-
Insurance Program for all school motor vehicles of participating public

school districts, educational cooperatives, and open-enrollment charter

schools in the State of Arkansas.

(b) Participation in the program provided for herein shall be optional

with each school district, e¥ educational cooperative, and neothing econtained

to—partieipate—in the program or open-enrollment charter school.

SECTION 18. Arkansas Code § 6-21-704 is amended to read as follows:

6-21-704. Administration — Reports.

(a) The State Board-of Eduecation State Insurance Departmenty—hereafter
the "board", shall administer the School Motor Vehicle Self-Insurance

Programy—hereafter the "program®.
(b) The beard department is authorized to delegate to the director and

staff of the Departmentof Edueation Risk Management Division within the

10 01-27-2004 15:55 DLP CDS700
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department such responsibilities as are deemed necessary in connection with
the administration of this subchapter.

(c) The department shall report annually to the Governory the beoards
and the General Assembly on the status of the program, including a detailed

statement of investments and earnings.

SECTION 19. Arkansas Code § 6-21-705 is amended to read as follows:
6-21-705. Powers and duties of beard Insurance Commissioner.
It shall be the power and duty of the State Board of Edueation Insurance

Commissioner to:

(1) ZInelude Establish in the insuranee seetionof the Department

of Eduecation State Insurance Department a program of self-insurance to cover

motor vehicles owned by public school districts, educational cooperatives,

and open-enrollment charter schools. Such program shall be in accordance with

recognized and established insurance practices;

(2) Establish and, from time to time, modify the premium rates
to be charged for various risks;

(3) Promulgate Specify the form for insurance policies and other
forms required for the purposes of this subchapter;

(4) Employ or contract for necessary officials, adjusters,
appraisers, attorneys, and other personnel required in the administration of
this subchapter;

(5) Engage in a loss control program ef safety prevention to

assist the public schools in improving and minimizing potential loss of life

and property; and
(6) Perform all additional powers and duties necessary to

maintain sound insurance underwriting practices recognized by good risk-

managementy—in—the furtherance of the board’s powers—and duties—under this
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SECTION 20. Arkansas Code § 6-21-706 is amended to read as follows:

6-21-706. Information furnished by distriets participants.

(a) The
the State Board of Edueationy Insurance Commissioner shall require each

distriet entity participating in the School Motor Vehicle Insurance Program
to furnish to the Department—of Education Risk Management Division within the

State Insurance Department a complete list of each and every motor vehicle

with full information in regard to the year, make, model, value, condition,
and any other pertinent information.

(b) The department commissioner shall have authority to require each

participating sehool distriet entity to furnish a complete report of its
motor vehicle insurance program, including the expiration dates of its

contracts and loss histories.

SECTION 21. Arkansas Code § 6-21-707 is amended to read as follows:

6-21-707. Inspection and safety program.

(a) The Department—of Education State Insurance Department is

authorized to maintain an inspection and safety program designed to reduce

the hazard of accidents involving motor vehicles insured under the School

Motor Vehicle Self-Insurance Program.

4e)(b) The board department may refuse to insure motor vehicles when
it believes such vehicles to be a hazard to life amnd or property. If the
vehicle is deemed no longer insurable, thirty (30) days’ notice must be given

in advance of cancellation or non-renewal.

(A1) Tf the | deeld . hiel ' b1
hool distriet, the aff | cehool distri - within thi (30} 4
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SECTION 22. Arkansas Code § 6-21-708 is amended to read as follows:
6-21-708. Policy limits.

that1iability Liability policies shall meet the minimum legal requirements
of the Motor Vehicle Safety Responsibility Act, § 27-19-101 et seq., with

reference to coverage on motor vehicles. In—ne—event—shall the bodily injury

(b) The board State Insurance Department is also authorized to include

in the program, and make available to the participating sehool-distriets
entities, physical damage and medical payments coverage. Medical payments
coverage shall be limited to five thousand dollars ($5,000) per occupant of a
school vehicle and shall be in addition to any other automobile medical

payments coverage available to any occupant.

SECTION 23. Arkansas Code § 6-21-709 is amended to read as follows:

6-21-709. Payment of claims — Subrogation — Premium rate — Excess
insurance.

(a)(l) The School Vehicle Insurance Reserve Trust Fund shall pay all
losses and claims the insured is legally obligated to pay as specified in the

contract preseribed by the State Board of Edueation.

(2) It shall be the duty of the State Insurance Department ef

Edueatien to coordinate, facilitate, and expedite details in connection with
responsibilities outlined in the insurance contract.

(3) The beard department is hereby granted authority to contract
for services with appraisers, adjusters, attorneys, or other professionals

needed in order to expedite and facilitate the proper operation of the School

13 01-27-2004 15:55 DLP CDS700
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Motor Vehicle Self- Insurance Program.
(b) The program may require an assignment of rights of recovery to the

extent that payment is made under any coverage provided by the program.

(c) 2 1 . 1 1 s . 1 ] hool

established by thissubehapter+ 1If other insurance coverage exists, the

program will pay its proportional share of the loss. The program’s share

shall be the proportion that the program’s limits of liability bear to the

total of all applicable limits.
(d)(l) Participating sehooldistriets entities shall make payment of

premium when demand is made as scheduled in the contract.
{2)—The premium rate shall be approved by the School Motor
Vehicle Self- I Advs c . 1 the } L

(2) Any school district, education cooperative, or open-

enrollment charter school which does not pay the premium when due shall be

charged a rate of interest at five percent (5%) per annum on all payments due

and unpaid on the policy issued.

(3) The Department may cancel insurance coverage for school

districts, educational cooperatives, or open-enrollment charter schools that

fail to pay the premium due within thirty (30) days.

(4) The department shall give thirty (30) days notice before any

cancellation for nonpayment.

(e) Proecedural requirements—of the board The department’s rules and

regulations shall include such items as payment of premium, and other

pertinent items with reference to the premium rate but its requirements shall
not be more stringent than practices of reliable commercial companies writing

motor vehiele similar insurance in Arkansas.

SECTION 24. Arkansas Code § 6-21-710 is amended to read as follows:

6-21-710. School Vehicle Insurance Trust Fund — Investments.

(a)(l) There is hereby established on the books of the Treasurer of
State, a separate fund to be known as the School Vehicle Insurance Reserve
Trust Fund, to be funded initially by one million five hundred thousand
dollars ($1,500,000), a loan from the Public Elementary and Secondary School
Insurance Fund as established by The Public Elementary and Secondary School

Self- Insurance Act of 1973, § 6-20-1501 et seq.

14 01-27-2004 15:55 DLP CDS700
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(2) No money shall be appropriated from this fund for any
purpose except for the use and benefit of participating governmental entities
for school motor vehicle claims, program expenses, and for School Motor
Vehicle Self-Insurance Program Advisery Gemmittee expenses.

(3) All funds received by the State Beoard-eof Eduecatieon State

Insurance Department as premiums, adjustments, earnings, and the like, as

provided in this subchapter, shall be used for the following purposes, listed
in a descending order of priority:

(A) To defray administrative costs;

(B) To pay claims;

(C) To maintain the reserve trust fund as—required by the
advisory committee—and the board; and

(D) To pay back the initial loan.

(b) (1) Thereserve—assets—ofthe fund may beinvestedand reinvested

as—the board -may determine- The department is authorized to invest funds of

the program.

(2) Suehinvestments—shall be made by the State Boardof Finanece

with the Arkansas Insurance Investment Godes- Funds of the program may be

invested and reinvested as the Insurance Commissioner may determine.

(3) Moneys invested and interest earned thereon shall be

administered as program funds.

43)(4) All moneys deposited to the fund shall not be subject to

any deduction, tax, levy or any other type of assessment.

SECTION 25. Arkansas Code § 6-21-711 is repealed:
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SECTION 26. Emergency Clause. It is hereby found and determined by

the General Assembly that assistance is necessary to minimize public school

insurance costs; that the administration of public school insurance programs

by the State Insurance Department will permit the Department of Education to

concentrate its efforts and resources on improving public education; that

this subchapter is designed to provide property and automobile liability and

physical damage coverage for state public schools, educational cooperatives,

16 01-27-2004 15:55 DLP CDS700



OW 00 N O U1 &~ LW N =

W W W W W LW LW DD DD DN DN DN DN DN DNDN - = = = =
AN L1 LW NN R O VW 0N OV WD O VW O YT SWLWDNDN = O

HB1158

and open-enrollment charter schools participating in the programs as

economically as possible; and that this act should be effective immediately.

Therefore, an emergency is declared to exist and this act being necessary for

the immediate preservation of the public peace, health, and safety, shall

become effective on:

(1) The date of its approval by the Governor;

(2) 1If the bill is neither approved nor vetoed by the Governor,

the expiration of the period of time during which the Governor may veto the

bill; or

(3) If the bill is vetoed by the Governor and the veto is

overridden, the date the last house overrides the veto.
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