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A Message From the
Commissioner:

Mike, Melissa, Mary Catherine, and Rob Pickens

Dear Arkansas Insurance Consumers, Agents and Company Representatives:
Arkansans First in Arkansas

As we prepared our Annual Report message this time a year ago, little did we know how different our lives
would be one year later. Our past experiences of serving the people of the Great State of Arkansas did little
to prepare us for the events of September 11, 2001. And yet it is those past experiences that solidify the
commitment forged in the daily lives and work of the staff of the Arkansas Insurance Department. Our
commitment is more vital today than ever before. We are here for you!

This Department's ability to respond to the needs of Arkansas insurance consumers, agents, and
companies is unmatched by any perception that managing the needs of Arkansas consumers, agents and
companies is better met by a distant, unfamiliar, federal governing body.

We Work For You!

Since becoming your insurance commissioner in 1997, the Arkansas Insurance Department has worked
aggressively to ensure that the consumer's voice is heard. We have assisted Arkansas consumers in
recovering millions of dollars, which, without the intervention of the Department, would likely have
remained uncollected.

Our new mediation program, "Ending Arguments, Gently, Legally, Economically" (EAGLE) is designed
to bridge the gap between the consumer and insurance company. We want to be sure, where appropriate,
no stone goes unturned to encourage the amicable settlement of disputes.

The Arkansas State Disaster Coalition, in a cooperative effort with the Arkansas Department of
Emergency Management, has been developed to ensure insurance recovery teams, including adjusters,
agents, and other personnel, are granted early access to areas after the event of a disaster.

A number of Insurance Department-sponsored bills moved successfully through the 2001 legislative
session. These bills addressed changes to the Arkansas Insurance Code, Gramm-Leach-Bliley (GLB)
compliance provisions, and new laws related to health insurance and other insurance issues.

2001 Legislation
Some of the 2001 legislative changes include:

e Act 8 of 2001, which strengthens Arkansas's solvency laws by removing a broad and dangerous
exemption to the risk-based capital law.

* Acts 538, 580, 1239, 1619 and 1728 cover the areas of privacy and uniform agent licensing
requirements, and were all enacted to bring Arkansas into compliance with the Gramm-Leach-
Bliley Act of 1999.



e Health insurance changes include Acts 924, 925 and 1730, which address insurance purchasing
updates, giving consumers more options concerning the type of coverage they purchase.

* Act 309 requires insurers to provide extra-territorial coverage on auto policies.

* Act 610 codifies the Insurance Department's mission statement and specifically allows the
Commissioner to intervene in (not just initiate) lawsuits to protect the public interest with respect
to both insurer and producer solvency issues.

* Act 743 confers specialized law enforcement authority upon the investigators in the Insurance
Department's Fraud Investigation Division. Among other things, certified investigators may serve
and execute arrest warrants and carry weapons.

* Acts 1043 and 1149 create a pre-paid funeral contracts recovery fund, an industry-funded guaranty
fund-like mechanism to protect policyholders of pre-paid funeral insurance contracts.

* Act 1137 increases the guaranty fund deposits for stipulated premium insurance companies.

* Act 1391 and 1428 provide for the licensing and regulation of captive insurers and protected cells.

* Act 1438 prohibits step-down provisions in auto policies.

e Act 1825 creates a nursing home liability insurance pool to help deal with the current availability
crisis.

* Act 1702 prohibits providers from balance billing health insurance consumers in the event of the
financial difficulty or insolvency of an HMO. Arkansas law already expressly prohibits this
practice in all other circumstances.

* Act 1827 requires insurers to report to the Insurance Department those agents who fail to timely
remit insured premium monies to the insurer. This act also contains protections to prevent unfair
treatment of agents.

e Act 1811 provides the Insurance Department with additional regulatory authority over the
management agreements of Farmers' Mutual Aid Associations.

* Act 919 requires premium finance companies to expressly notify the insured, not just the agent,
before they request cancellation of their insurance policies.

No Need For A Federal Regulator

You may have heard of a push in Washington, D.C. to create a federal (vs. state) insurance regulator. We
believe federal regulation is unnecessary, imprudent, and potentially dangerous to insurance consumers,
state governments and the insurance industry.

State regulators are more accountable and responsive than a federal regulator could ever be. As a state
regulator, we are not only closer in proximity but in idealogy to our fellow Arkansas insurance consumers.
This Department joins other state governors and legislators who are concerned about the loss of local
accountability and control that would be created with federal regulation. Lawmakers have serious questions
about the potential loss of state premium tax and other revenue inherent in federal charter proposals.
Additionally, the insurance industry could be forced to endure more unnecessary and burdensome regula-
tion, more cost and overall hassle. In the end, consumers pay the price for over-regulation.

I want to assure you as your state insurance commissioner, we are doing all we can to modernize our state-
based insurance regulatory system for the benefit of consumers and our marketplace. We will continue to
do all we can to keep Arkansas insurance consumers first.

As always, thank you very much for your time and consideration, and thanks especially for your
continuing confidence and support. If any of us here at the Department may ever be of any assistance to you,
please do not hesitate to give us a call. Best personal regards.

Sincerely,
; \

Mike Pickens



Administration Division

Phone: (501) 371-2620, Fax: (501) 371-2629
E-mail: insurance.administration@mail.state.ar.us

Commissioner . . . . . . . . . ... .... Mike Pickens
Deputy Commissioner and Life
and Health Actuary . . . . . . . . . . John Hartnedy
Deputy Commissioner . . . . . . . . . .. Lenita Blasingame
Public Information Officer . . . . . . . . Charlye Crawford
g‘rtfngsci';i'; Support Staff . . . . . ... ... ... .. Seleta Yearian
................ Carolyn Hunt

................ Sandy Currington

Division Highlights

The Arkansas Insurance Department (AID),

through Insurance Commissioner Mike

Pickens, has a voice at the National Association
John Hartnedy

Deputy Commissioner and Life

of Insurance Commissioners (NAIC) where he
and Health Actuary

has been elected Vice-President.

The Department adopted revised Rule and
Regulation 43, which became effective in 2001
and requires "clean" health claims to be paid
within 30 days of receipt by the health
insurance carrier. Failure to do so could result

in an imposed penalty of 12% interest by

Lenita Blasingame regulation violators.

Deputy Commissioner

The second-round accreditation certificate

was awarded to the AID by the NAIC. This

certification means an independent review
committee has determined the Arkansas
Insurance Department has adequate statutory
and administrative authority to regulate an

insurer's corporate and financial affairs. The

first-round of accreditation was granted in

Charlye Crawford
Public Information Officer 1999.
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Pam Looney
Assistant Commissioner/
Administrative Services

The Accounting Division
processes approximately
2,400 premium tax packages
from insurance companies li-
censed to conduct business
in the State of Arkansas. All
premium tax forms are now
available fordownloading from

the

Department's web site.

Division
Highlights

The Accounting
Division continues
to collect approx-
imately $.1 billion in
receipts, collecting a
total of $128,010,747
in fiscal year 2000.

112,600 checks were
processed by the
Accounting Division
during fiscal year
2000, which puts this
division's monthly
processing total at
9,383.

Accounting Division

Phone: (501) 371-2605, Fax: (501) 371-2629
E-mail: insurance.accounting@mail.state.ar.us

Asst. Commissioner/
Administrative Services
Insurance Examiner

Pam Looney
Connie Hagemeier
Vanessa Dale
Angie Adkins
Carsonee Brooks
Carla Kincannon
Lavada Anderson
Tracey Jones
Carol Nunn

Judy Hudson
Carolyn Hunt
Elzora Gilliam
Lupe Tankersley

Accountant . . . . . .. ... ... ... ..

Management Support Technician . . . . . .
Management Project Analyst . . . . . . . .
Support Staff. . . . . . ... ... ... ...

Receipts and Expenditures

This division also reviews financial statements filed with the
Arkansas Insurance Department to ensure that appropriate
taxes have been submitted.

The Accounting Division handles all purchases for the De-
partment including invoice payments, fiscal and biennium
budgetary matters.

A total of $128,010,747 in receipts was collected in fiscal
year 2000. Expenses for the Arkansas Insurance Department
for that same time period equaled $6,010,709.

$140,000,000

$120,000,000 -

$100,000,000 %
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Receipts Expenditures
mFY 1996 | $116,135,000 $4,151,277
OFY 1997 | $112,120,246 $5,260,914
EFY 1998 | $115,492,412 $5,289,821
FY 1999 | $115,451,748 $5,289,821
FY 2000| $128,010,747 $6,010,709




Jackie Smith

director I Mark Lippiatt
.......... Tim Sanders
.......... Mamie Ruth Williams
Support Staff . . . . . . ... ... .. Retha Davis
Division || o Selina Koosau
ivision Patricia Robinson
Highlights | = - . Sonya Webb
Consumer Services The Consumer Services Divi- Brochures Available
assisted in collecting sion is designed to assist insur-
$2 Million for Arkan- ance consumers with problems The following brochures are
sas consumers dur- related to insurance coverage. available by contacting the Con-
. This includes working to educate sumer Services Division of the
ing the calendar year consumers on how to shop for Arkansas Insurance Department.
2001. insurance products and how to  Some brochures may be viewed
_ recognize the value ofinsurance. on the Department's Web site
T.he Co.n.sgmer Ser- www.state.ar.us/insurance.
vices Division closed This division also investigates
3,924 complaints dur- all complaints received by the -+« Auto Guide
ing the calendar year Consumer Services office. After < HIPAA Brochure
2001. a complaint is received, the in- + Guide to Life Insurance
surance companies and the con- < Consumer Guide to
At least 31,487 calls sumer are contacted to deter- Homeowner
were received in mine the appropriate course of <« Consumer Guide to Cancer
T e e e action. » Guide to Buying Viatical
totali . Settlements
otallng approxi- « CHIP Brochures
mately 2,624 calls per (Comprehensive Health
month. Insurance Pool
Consumer Complaints
5,000
4,000
3,000 —
2,000 - ——
1,000 - —
0
1997 1998 1999 2000 2001
B Received 2,981 2,734 3,621 3,802 4,044
O Closed 2,844 3,051 3,632 3,855 3,924

Consumer Services Division

Phone: (501) 371-2640, (800) 852-5494
Fax: (501) 371-2749
E-mail: insurance.consumer@mail.state.ar.us

Director

Insurance Investigator. . . . .

..... Jackie Smith
..... Larry Cagle
..... Janna Craig
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Mel Anderson
Deputy Commissioner for Financial
Regulation/Audit

The primary goal of the Finance
Division is to protect insurance
consumers through effective sol-
vency regulation, thereby fulfill-
ing the core mission of the Ar-
kansas Insurance Department.
To that end, periodic examina-
tions are conducted to verify the
solvency of all Arkansas domes-
tic insurance companies.

Examinations

Financial and market conduct
examinations are performed on
all Arkansas domestic compa-
nies by the Insurance Depart-
ment’s Finance Division. When
appropriate, as determined by the
Arkansas Insurance Commis-
sioner, zone examinations are
conducted on foreign insurance
companies.

A team of professionals, in-
cluding an attorney, an examin-
er-in-charge, a financial analyst,
a Chief Financial Examiner, and
additional examiners as needed,
conducts examinations. The ap-
proach of utilizing relevant De-
partment members in the exam-
ination process has proven to be

Finance Division

Phone: (501) 371-2665, Fax: (501) 371-2747
E-mail: insurance.finance@mail.state.ar.us

Deputy Commissioner for
Financial Regulation/Audit .
Examination:
Chief Financial Examiner . . W. Woodall, Jr., CFE, CGFM
Certified Financial Examiner — Roy Ridings, Jr., CFE
EDP Auditor, Sr. Ins. Exam.. . Earl Norton, CPA, CISA
Senior Insurance Examiner . . Reva Evans
. . Mel Heaps
. . Bill Scrimager, CIE
.. . Joe Sullivan

. Mel Anderson, CPA

Insurance Examiner. . . . . . . Jeff Cordell

Market Conduct Examiner . . Doris Johnson
Financial Analysis:

Manager . . . . . ... ... .. Leo Liu, CPA

Assistant Manager . . . . . . . . Brenda Haggard, CPA

Chief Financial Analyst . . . . . Tim Jernigan

Financial Analyst . . . . . . . . Misty Beentjes

........ Steven Kilgore
........ Jeff Green, CPA
Prepaid Funeral Benefits:

Senior Insurance Examiner . . . Rick Toland, CPC

Senior Auditor . . . . . . . . .. David Phillips
Securities Administrator. . . . . . Malisa Landers
Admissions Coordinator . . . . . . Kim Johnson
Support Staff . . ... .. ... .. Annette Craig

Angela Davis
Phyllis Crook

efficient and accurate, in this important step of financial solvency
regulation.

The following companies participated in a financial and/or market
conduct exam in calendar year 2000:

Brokers National Life Assurance Company

Cigna Healthcare of Arkansas, Inc.

Farm and Home Mutual Insurance Company
Farmers Mutual Insurance Company of Gentry
Farmers Mutual Insurance Company of Rogers
First Pyramid Life Insurance Company of America
First Variable Life Insurance Company
Griffin-Leggett Burial Insurance Company

Division Highlights

The Finance Division is responsible for fulfilling the Arkansas Insurance Depart-
ment's core mission of consumer protection through financial solvency regulation.

The Finance Division conducts financial and market conduct examinations on all
Arkansas domestic companies.
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HMO Partners, Inc.

Merrill Lynch Life Insurance Company
Northwest Arkansas Farmers Mutual Tornado
QCA Health Plan, Inc.

Ulico Indemnity Company

United Healthcare of Arkansas, Inc.
Washington County Farmers Mutual Fire

Domestic and Foreign Insurance Companies

The following list represents a breakdown of
domestic and foreign companies conducting busi-
ness in the State of Arkansas as of December 31,
2000:

Domestic Foreign

Life & Health 41 641
Property & Casualty 12 794
Farmers Mutual Aid Assn. 13 --
Health Maint. Org. (HMOs) 6 3
Title Insurance 2 17
Hospital & Medical Serv. 1 --
Fraternal - 17
Totals 75 1,472
Financial Analysis

The Finance Division of the Arkansas Insurance
Department (AID) reviews, on a quarterly basis,
financial statements and other documents filed by
Arkansas domestic insurance companies. During
the review process, the analysts assess the finan-
cial position of the company by evaluating financial
statements, assumptions, reinsurance agreements,
mergers, acquisitions, and other financial transac-
tions.

Insurance companies conducting business in
the State of Arkansas are required to file annual
financial statements with the AID. Barring a few
exceptions, all 2000 annual statements were filed
with the AID by the March 2001 deadline. Any

$500,000,000

company unable to provide sufficient reason for
delinquent filings were assessed an administrative
penalty.

Prepaid Funeral Benefits Contracts

The Prepaid Funeral Benefits Section of the
Finance Division review prepaid funeral contracts
to ensure compliance with Acts 852 of 1995, 372 of
1997, 1249 of 1999 and 1043 of 2001. The review
process includes examination of active and ma-
tured prepaid funeral contracts, on-site financial
examinations of the licensees' trust funds and
custodial accounts, review of licensees' annual
reports and written and oral responses to consum-
ers' inquiries and complaints.

A total of 172 funeral homes were issued licens-
es to sell and/or offer for sale prepaid funeral
benefits contracts, within the State of Arkansas, on
June 1, 2000. The licensed organizations' net
worth, certifications, outstanding and unfulfilled
contracts were reviewed for their accuracy and
authenticity.

Atotal of 70 on-site trust fund financial examina-
tions were performed during the calendar year
2000 by the Section's financial examiners.

Securities Deposits Continue Increase

Though held in trust by approved Arkansas trust-
ees, securities deposits are handled by the Secu-
rities Administrator in the Insurance Department’s
Finance Division.

Deposits are maintained for the benefit and pro-
tection of policyholders and creditors in the State of
Arkansas and are mandated by the Arkansas In-
surance Code.

Securities deposits held in fiscal years 1998-
2001 are reflected below:

$400,000,000
$300,000,000

$200,000,000

$100,000,000

=S =E

1998 1999 2000 2001
06/30/1998 06/30/1999 06/30/2000 06/30/2001
M Foreign | $354,182,000| $371,127,861 | $385,549,861 | $388,387,000
O Domestic | $55,927,314 | $56,522,314 | $55,638,314 | $60,082,314
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Human Resources Division

Phone: (501) 371-2818, Fax: (501) 371-2618
E-mail: insurance.human.resources@mail.state.ar.us

The Human Resources Division of the
Arkansas Insurance Department is charged
with ensuring compliance with state and
federal laws and policies. This divisionis also
committed to the concept and practice of
equal employment opportunity without regard
to race, color, national origin, sex, religion,
age, or disability.

Additionally, the Human Resources Division
is responsible forrecruiting, and other aspects
of employment training and maintenance.

Division Gears Up For New System

The Human Resources Division spent a
number of hours preparing for the State’s new
human resources system, Arkansas
Administrative Statewide Information System

Director . . . . . . .. ... Andrea May
Personnel Officer . . . . . . . . . . . ... Carol Anthony
Benefits Administrator . . . . . . . . . .. Angela Thomas
Administrative Assistant . . . . . . . . .. Jeanie Stobaugh
Andrea May Department Receptionist . . . . . . . . .. Adrienne Keith
Director

(AASIS), which replaced the Arkansas Human
Resource Management System. The system
yielded few problems in payroll processing.

This division has received additional training
from the Arkansas State Personnel
Administrators Association, the Employee
Benefits Division, and the Arkansas State
Employees Association. These programs
offered training on the updates in procedures
and policies relative to payroll, personnel, and
benefits for Arkansas State employees.

Employee Numbers Up, Slightly
The following chart reflects AID's employee

retention rate during calendar years 1997
through 2001.

Employee Retention Chart

160

140
120

100
80

60

40

20 A

1997

1998

1999 2000 2001

M New Hires 23 16

21 22 20

Separations 15 15

13 21 12

HE Total Employees 130 131

139 140 148
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James Winningham
Chief Information Officer

e

2001 Strengthening Our
National System of State-based
Insurance Regulation

National issues have helped unite
and shape the focus of our national
system of State-based insurance
regulation. The Financial Modern-
ization Act of 1999, the Martin
Frankel insurance fraud, and the
terrorist attacks on the World Trade
Center and Pentagon put interstate
cooperation and security at the fore-
front. Information technology is the
key to flexible response to national
issues while providing consumers
with the added care and protection
of State insurance regulation. The
national information technology in-
frastructure that has been estab-
lished by state insurance depart-
ments (through the National Asso-
ciation of Insurance Commission-
ers) enables state cooperation at a
level and effectiveness never be-
fore realized in the history of the
United States.

New State Systems

The Arkansas Administrative
Statewide Information System
(AASIS) was rolled out on July 1st
to begin the new fiscal year. Months
of preparations included
connectivity and security testing,
printer configuration, memory
upgrades and installation of user
interface applications. Continuity
of services and employee pay was
were assured through technology
integration and employee diligence.

New Department Systems

A comprehensive licensing soft-
ware package, Licensing Informa-
tion Online Network (LION) was
contracted for the management of
licensing information. Training and

Information Systems Division

Phone: (501) 371-2657, Fax: (501) 371-2618
E-mail: insurance.information.systems@mail.state.ar.us

CIO Office:
Chief Information Officer.
Chief Engineer . . . . . . .

Support Staff. . . . . . ..

1S Division:
Director. . . . . . . . . ..
Systems Manager . . . . . .
Programming Manager .
Programmers. . . . . . . .

implementation began in the last
quarter of the year. This system
permits departmental modifications
and enhancements to the mapping
of licensing codes, field data, and
reports without the necessity of ven-
dor support. Another feature that
will be included in the completed
implementation is the integration of
pre-licensing and continuing edu-
cation requirements records which
will allow employees access to all
facets of agent data in one central
location.

In-house database applications
were developed that automated rev-
enue reports to the Secretary of
State’s office and replaced the
hand-written ledger accounts for
state, county, city and school em-
ployee job injuries, bills, and pay-
ments data. These applications
provide efficiencies in terms of
personnel time, data control and
data sharing between state agen-
cies.

Technology Initiatives

The emergence of national data
warehousing between state regu-
latory agencies have resulted in
tighter security and the necessity
for data standards. The Depart-
ment has actively participated in
both state and national working
groupsin 2001 to help shape guide-
lines for electronic business within
government, and between industry
and government.

13

Technical Assistant to the CIO .

James Winningham
Britton Kerr
Melinda Green
Kira Garner
Yvonne King

Don Howard
Britt Simmons
Don Cordes
Marlena Hanson
Heather Langley
Jeffrey March
Lanan Ray

2001 Achievements

Enhancements were made to the
agent search feature on the De-
partment’s web site. Current func-
tionality allows for company appoint-
ment lines as well as agency affili-
ations.

Wireless email access were was
implemented on a limited basis to
allow key staff members to conduct
business with increased mobility
and connectivity.

The Information Systems Divi-
sion increased the size of its pro-
gramming staff to more effectively
support and maintain the Depart-
ment’s expanding use of computer
technology. This has allowed for
the production of applications to
assist the individual divisions with-
in the Department in handling their
workloads with better efficiency and
data quality. Development of inter-
nal systems as well as additions to
the Department’s website will be a
priority in the coming year.

The Department’s Office of the
Chief Information Officer and its
Information Systems Division are
working together to provide stron-
ger, and increasingly more secure
systems to the Insurance Depart-
ment, and to provide the citizens of
Arkansas with insurance regulato-
ry information which is quite literal-
ly, at their fingertips.
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Marty Nevrla
Director

Created in 1997 by Arkan-
sas law, the Insurance Fraud
Investigation Division investi-
gates and prosecutes all types
of insurance fraud. The Work-
ers’ Compensation Fraud In-
vestigation Unit (WCFIU),
which began in 1993, is also a
part of this division.

The Division carries out its
statutory mandate by receiving
referrals from various sources,
including insurance compa-
nies, employers, employees,
agents, and interested citizens.
It then conducts investigations
to determine whether there
have been criminal violations
of the law. Investigations that
result in a finding of criminal
violation are referred to the ap-
propriate prosecuting attorney.

Additionally, the Fraud Divi-

Insurance Fraud Investigation
Division
Phone: (501) 371-2790, Fax: (501) 371-2799

Toll Free Fraud Tip Hot Line: (866) 660-0888
E-mail: insurance.fraud@mail.state.ar.us

Director. . . . . .. ... ... .
Asst. Director/Chief Investigator. . . .
Chief Counsel . . . . . . . . . .

Staff Attorney

Investigator . . . . . . . . .. ..

Workers' Comp. Fraud Investigator .

Financial/Support Manager . .

Support Staff . . . . . ... ..

sion has full police powers as
well as the power to issue sub-
poenas, compel the production
of documents, and administer
oaths. Fraud Division attor-
neys are also authorized to be
appointed as special deputy
prosecutors.

In addition to its enforcement
activities, this division publish-
es a semi-annual fraud news-
letter and engages in exten-
sive efforts to deter insurance
fraud.

Martin J. Nevrla
S. D. Roff

Clay Simpson
Raymond Boyles
Dan Reber

Bill Bryan
Patrick O'Kelley
Monty Vickers
Brian White
Ken Wilder
Shirley Pegg
Evelyn Brown
Lisa Sanders

2000 Activity Report

The following report high-
lights calendar year 2000 fraud
activity.

* 451 Referrals received

* Referred 40 cases for
prosecution

* Experienced a 94% con-
viction rate, with 28 suc-
cessful prosecutions

* Fines and restitution to-
taling $15,248 and
$135,678 respectively,
were imposed with vary-

Division Highlights

Insurance Fraud Investigation Division attained law enforcement status (full police
powers) by passage of Act 743 of 2001.

FBI awarded Certificates of Appreciation signed by Director Louis J. Freeh to
Director Marty Nevrla, Asst. Director Dave Roff and Chief Counsel Clay Simpson
for their efforts in "Operation Sudden Brake," the successful investigation and
prosecution of a staged auto collision ring operating in Northwest Arkansas.

The leader of the staged auto collision ring busted by "Operation Sudden Brake"
received a 70 year prison sentence, the longest prison term ever imposed for
insurance fraud in Arkansas and one of the longest ever imposed in the nation.

All 11 defendants arrested in conjunction with "Operation Sudden Brake" were
either convicted by a jury or pled guilty to the charges filed against them.
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ing terms of incarceration and probation.
Fraud Referrals

The Fraud Division has established a toll
free 24-hour hotline. A suspected case of
insurance fraud may be reported anytime by
calling the toll-free number, 1-866-660-0888.
Interested parties may also make suspected
fraud referrals by contacting the Fraud Division

A cooperative effort between the Insurance
Department's Fraud Investigation Division, the
Fort Smith Police Department and the Federal
Bureau of Investigation (FBI) led to the arrests
of 11 individuals alleged to be involved in a
sophisticated "staged auto collision ring" involv-
ing the use of children of some of those arrest-
ed.

A 70-year prison sentence was given to David
Gipson, the touted leader of the auto ring, which
had operated primarily in the Northwest Arkan-
sas area. Gipson, 29, of Van Buren County was
found guilty by a Sebastian County jury of 10
felony, and three misdemeanor charges, includ-
ing six counts of insurance fraud, four counts of
theft, and three counts of endangering a minor.
The jury recommended that Gipson serve con-
secutive sentences for his crimes and the Judge
inthe case imposed the 70-year prison term, the
longest prison term ever imposed for insurance
fraud in Arkansas and one of the longest ever
imposed in the nation.

"We are very pleased to see justice rendered
in this case," commissioner Mike Pickens said.
"This Department considers insurance fraud to
be a serious crime. Wee believe the sentence
in this case sends a clear message, and will

15

at 1200 West Third Street, Little Rock, AR
72201-1904.

A referral form, Form REF, is preferred when
submitting a referral but is not required. The
form may be obtained by contacting the Fraud
Division or by copying it from our Department
Web site at www.state.ar.us/insurance or by
calling the Fraud Division at 501-371-2790.

Fraud Investigation
Uncovers Family Using
Children in Staged Auto

Collision Ring:
70-Year Prison Term

Given to Ring Leader

serve as a deterrent to this kind of criminal
activity."

The collisions, known as the "swoop and
squat" technique, were staged with the intent of
receiving quick settlements frominsurance com-
panies. The more individuals purported to be
injured in the incident, the higher the settlement
could become. Consequently, the car perpetu-
ating the collision generally contained serveral
people, as many as five or six in one vehicle.
According to investigators involved in the case,
children as young as seven and nine years old,
whose parents planned and staged the colli-
sions, participated as passengers in some of
the vehicles.

"Most people don't know that the ultimate
result of insurance fraud is higher premiums
forconsumers,” Commissioner Pickens said.
"We will work very hard to prosecute fraud
for the benefit of all consumers."

Otherindividuals charged as part of the staged
auto collision ring have pled guilty to various
charges and agreed to testify against Gipson.
David Gipson's twin brother, Danny Gipson,
also pled guilty to charges in this case.



Legal Division
Phone: (501) 371-2820, Fax: (501) 371-2639

E-mail: insurance.legal@mail.state.ar.us
General Counsel . . . . . . . . . . . . .. Jay Morgan
Chief Counsel . . . . . . . ... ... ... Jean Langford
Associate Counsel . . . . . . . . ... .. Sara Farris
............. Booth Rand
............. Ragenea Thompson
Management Project Analyst . . . . . . . Mary Coney
Investigator . . . . . . . . ... ... ... Linda Bird
Jay Morgan .
General Counsel | e Joie Tester
Support Staff . . . . . ... ... Janis Johnson

................ Gussie Loring
................ Linda Reeves
................ Terry Scott

Acting as legal counsel for the Arkansas Insurance Commissioner is the primary responsi-
bility of the Arkansas Insurance Department’s (AID) Legal Division. In this capacity, the Legal
Division offers counsel, advice, conducts research, and represents the Commissioner or staff
in lawsuits or other proceedings.

Other duties of this division include drafting legislation, rules, directives, legal opinions, and
conducting consumer complaint investigations. Assistance with the adoption of reports for
financial examination on Arkansas domestic HMOs and farmers’ mutual aid associations is
another function of the AID Legal Division.

The Legal Division also maintains the corporate records of insurers, including name, address
changes, and domestication status. Division attorneys represent the Insurance Departmentin
administrative hearings and court appeals pertaining to: a) licensees’ alleged insurance code
or rule violations, and b) insurance company acquisitions, mergers, reinsurance agreements,
and similar transactions.

Offered services to the public include providing information to consumers, insurance
companies, and other licensees, regarding insurance, insurance companies, and other
licensees.

The Legal Division collected a total of $113,225 in fines and penalties for calendar year 2000.
Other fees collected totaled $95,321.

2001 Significant Activity Summary

Company Hearings Held 4
Agent/Broker/Consultant/Adjuster Hearings Held 12
Company Orders Negotiated/Issued 64
Agent/Broker/Consultant/Adjuster Orders 209
Informal Conferences Held 42

Certificates of Compliance Issued 398
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