STATE OF OKLAHOMA
1st Session of the 43rd Legislature (1991)

SENATE BILL NO. 335 BY: WILLIAMS (Don)

AS INTRODUCED
AN ACT RELATING TO INSURANCE; AMENDING 36 O0.S. 1981,

SECTION 1424, AS LAST AMENDED BY SECTION 2, CHAPTER
238, 0.S.L. 1989 (36 O0.S. SUPP. 1990, SECTION
1424), WHICH RELATES TO LICENSURE OF INSURANCE
AGENTS; REMOVING EXEMPTION FOR TITLE INSURANCE
AGENTS FROM PROHIBITION AGAINST WRITING CONTROLLED
BUSINESS; PROVIDING AN EFFECTIVE DATE; AND

DECLARING AN EMERGENCY .

BE IT ENACTED BY THE PEOPLE OF THE STATE OF OKLAHOMA:

SECTION 1. AMENDATORY 36 O0.S. 1981, Section 1424, as
last amended by Section 2, Chapter 238, 0.S.L. 1989 (36 0.S. Supp.
1990, Section 1424), is amended to read as follows:

Section 1424. A. 1. No person shall act as or hold himself
out to be an insurance agent, surplus lines insurance broker,
limited insurance representative, managing general agent, or
consultant unless duly licensed.

2. No insurance agent, surplus lines insurance broker, or
limited insurance representative shall make application for,
procure, negotiate for, or place for others any policies for any
lines of insurance as to which he is not then qualified and duly

licensed.



a. An insurance agent or surplus lines insurance broker
may receive qualification for a license in one or more
of the following categories or lines of insurance:

(1) Life insurance

(2) Accident and health insurance
(3) Property insurance

(4) Vehicle insurance

(5) Casualty insurance

(6) Variable annuity contracts
(7) Bail bonds

(8) Title insurance

b. A limited insurance representative may receive
qualification for a license in one or more of the
following categories:

(1) As a ticket-selling agent of a common carrier who
acts only with reference to the issuance of insurance
on personal effects carried as baggage, in connection
with the transportation provided by such common
carrier.

(2) To engage in the sale of only limited travel
accident insurance.

(3) To engage in the sale of credit life insurance or
credit accident and health insurance or both credit
life insurance and credit accident and health
insurance in connection with a credit transaction by
which satisfaction of a debt in whole or in part is a
benefit provided.

(4) To engage in the sale of personal property
floater insurance upon personal effects against loss
or damage from any cause in connection with a credit
transaction of not more than Five Thousand Dollars

($5,000.00) by which satisfaction of the credit
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transaction debt in whole or in part is a benefit
provided, and such personal effects are used as
collateral on the debt.

(5) To engage in the sale of nonfiling insurance
relating to mortgages and security interests arising
under the Uniform Commercial Code, Section 1-101 et
seqg. of Title 12A of the Oklahoma Statutes.

(6) Prepaid legal liability insurance, which means
the assumption of an enforceable contractual
obligation to provide specified legal services or to
reimburse policyholders for specified legal expenses,
pursuant to the provisions of a group or individual
policy.

(7) Job loss insurance, which means the sale of
involuntary unemployment insurance in connection with
a credit transaction by which satisfaction of a debt
in whole or in part is a benefit provided.

3. An insurance agent or limited insurance representative may
solicit applications for and issue travel accident policies or
baggage insurance by means of mechanical vending machines supervised
by him, as follows:

a. The Commissioner shall determine that the form of
policy to be sold is reasonably suited for sale and
issuance through vending machines, that use of vending
machines for the sale of said policies would be of
convenience to the public, and that the type of
vending machine to be used is reasonably suitable and
practical for the sale and issuance of said policies.
Policies so sold do not have to be countersigned.

b. The Commissioner shall issue to the insurance agent or
limited insurance representative a special vending

machine license for each such machine to be used. The
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license shall specify the name and address of the
insurer and licensee, the kind of insurance and type
of policy to be sold, and the place where the machine
is to be in operation. The license shall expire, be
renewable, and be suspended or revoked coincidentally
with the insurance agent license or limited
representative license of the licensee. The license
fee for each year or part thereof for each vending
machine shall be that stated in the provisions of
Section 1425 of this title. Proof of existence of the
license shall be displayed on or about each machine in
such manner as the Commissioner may reasonably
require.

An insurance agent may place only a kind or kinds of
insurance for which he is licensed and appointed by an
insurer. An insurance agent may place a kind or kinds
of insurance for which he is not appointed by an
insurer, only by placing the insurance through a
licensed agent holding an appointment for that kind or
kinds of insurance from an insurer. This subparagraph
shall not be interpreted to permit an agent to solicit
insurance in a line for which the agent is not
licensed or solicit insurance on behalf of a company
for which he is not appointed.

A limited insurance representative may place only a
kind or kinds of insurance for which he is licensed
and appointed by an insurer. A limited insurance
representative may place a kind or kinds of insurance
for which he is not appointed as a limited insurance
representative only by placing the insurance through a

licensed limited insurance representative holding an
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appointment for that kind or kinds of insurance from
an insurer.

B. 1. A partnership or corporation may be licensed as an
insurance agent, surplus lines insurance broker, or limited
insurance representative or insurance consultant.

2. In the case of a partnership which has been licensed each
general partner and each other individual acting for the
partnership, and in the case of a corporation which has been
licensed each individual acting for the corporation as an agent,
surplus lines insurance broker, limited insurance representative or
consultant, shall be named in the license and shall qualify therefor
as though an individual licensee. The Commissioner shall charge a
full additional license fee and a separate license shall be issued
for each individual so named in such license.

3. A nonresident of this state shall not be named in a license
for a partnership or corporation, except one licensed as a
nonresident, and shall not have the right to exercise the license
powers.

4, A license shall not be issued to a corporation, except one
licensed as a nonresident, unless said corporation is organized
pursuant to the provisions of the laws of this state and maintains
its principal place of business in this state.

5. A license shall not be issued in a trade name except upon
proof satisfactory to the Commissioner that the trade name has been
lawfully registered.

6. No partnership or corporation shall be licensed unless the
business to be transacted pursuant to the license is the sole
purpose of the partnership agreement or articles of incorporation.
No corporation or partnership shall own any stock in or be a partner
in any corporation or partnership licensed as an insurance agent
pursuant to the provisions of this section except a corporation or

partnership which is also licensed as an insurance agent pursuant to
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the provisions of this section, or which was primarily engaged in
insurance agency activities on or before January 1, 1985, and was
composed of five or more incorporated insurance agencies licensed in
this state or any state with which the Commissioner has executed a
reciprocal licensing agreement or which was principally engaged in
the business of insurance on January 1, 1989, and whose principal
officers reside within the State of Oklahoma. Notwithstanding any
other provisions of this section, any person, partnership or
corporation may own stock in or be a partner in any corporation or
partnership licensed pursuant to the provisions of this section as a
limited insurance representative. The provisions of this paragraph
shall not apply to any person licensed as a title insurance agent.

7. The licensee shall notify the Commissioner of all changes
among its members, directors, and officers, and all other
individuals designated in the license within ten (10) working days
after said change.

8. No person whose license as an insurance agent has been
revoked by order of the Commissioner or any partnership or
corporation in which such person shall have a majority interest,
whether direct or indirect, shall own any stock in or be a partner
in any corporation or partnership licensed pursuant to the
provisions of this section.

C. 1. The Commissioner shall not grant, renew, continue, or
permit to continue any license if he finds that the license is being
or will be used by the applicant or licensee for the purpose of
writing controlled business. "Controlled business" means:

a. insurance written on the interests of the licensee or
those of his relatives to the second degree or of his
employer, or

b. insurance covering the licensee or his relatives to
the second degree or a corporation, association, or

partnership of which he or a member of his immediate
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family is an officer, director, substantial
stockholder, partner, associate, or employee, or the
officers, directors, substantial stockholders,
partners, or employees of such a corporation,
association, or partnership. A vendor's or lender's
interest in property sold or being sold pursuant to
contract or which is security for any loan shall not
be deemed for the purpose of this provision to
constitute property or an interest of the vendor or
lender.

2. A license shall be deemed to have been or intended to be
used for the purpose of writing controlled business if the
Commissioner finds that during any twelve-month period the aggregate
commissions earned from controlled business has exceeded twenty-five
percent (25%) of the aggregate commissions earned on all business
written by the applicant or licensee during the same period.

3. The prohibitions contained in this subsection concerning
licensing for the writing of controlled business shall not apply to
Htteinsurance—agents—and limited insurance representatives.

D. No insurer, insurance agent, surplus lines insurance broker,
or limited insurance representative shall pay, directly or
indirectly, any commission, brokerage, or other wvaluable
consideration to any person for services as an insurance agent,
surplus lines insurance broker, or limited insurance representative
within this state unless the person performing services held at the
time said services were performed a valid license for such services
as required by the laws of this state. No person other than a
person duly licensed by this state as an insurance agent, surplus
lines insurance broker, or limited insurance representative at the
time said services were performed shall accept any commission,
brokerage, or other valuable consideration. Any person duly

licensed as an insurance agent pursuant to the provisions of the
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Insurance Agents Licensing Act, Section 1421 et seq. of this title,
may pay or assign his commissions or direct that his commissions be
paid to a partnership licensed as an insurance agent pursuant to the
provisions of this section of which he is a member, employee, or
agent, or to a corporation licensed as an insurance agent pursuant
to the provisions of this section of which he is an officer,
employee, or agent, or to a corporation composed only of duly
licensed insurance agents of which he is a member. The provisions
of this section shall not prevent payment or receipt of renewal or
other deferred commissions to or by any person entitled thereto
pursuant to the provisions of this section. Any person duly
licensed as a limited insurance representative may pay or assign his
commissions or direct that his commissions be paid to a financial
institution or supervised lender licensed and regulated pursuant to
the laws of this state or of any state or of the United States, or
to any principal, corporation, partnership or other entity which is
the credit granting party in any credit transaction involved, its
parent, affiliate, successor or assign, or to a partnership or
corporation licensed as a limited insurance representative of which
he is a member, officer, employee or agent.

E. 1. The name, resident address of the licensee, expiration
date, the line or lines of insurance covered by the license, and
such other information as the Commissioner deems proper for
inclusion in the license shall be indicated on the license.

2. An insurance agent or limited insurance representative may
represent as many insurers as may appoint him in accordance with the
provisions of the Insurance Agents Licensing Act.

F. All licenses issued pursuant to the provisions of the
Insurance Agents Licensing Act shall continue in force not longer
than twelve (12) months. The renewal dates for said licenses may be
staggered throughout the year by notifying licensees in writing of

the expiration and renewal date being assigned to said licensees by
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the Commissioner and by making appropriate adjustment in said annual
licensing fee.

G. No license as an insurance agent, surplus lines insurance
broker, or limited insurance representative shall be required of the
following:

1. Any regular-salaried officer or employee of an insurance
company, or of a licensed insurance agent, surplus lines insurance
broker, or limited insurance representative, if the duties and
responsibilities of said officer or employee do not include the
negotiation or solicitation of insurance; or

2. Persons who secure and furnish information for the purpose
of group or wholesale life insurance, or annuities, or group,
blanket, or franchise health insurance, or for enrolling individuals
in such plans or issuing certificates thereunder, or otherwise
assisting in administering such plans, if no commission is paid for
said service; or

3. Employers or their officers or employees, or the trustees of
any employee trust plan, to the extent that said employers,
officers, employees, or trustees are engaged in the administration
or operation of any program of employee benefits for their own
employees or the employees of their subsidiaries or affiliates which
involves the use of insurance issued by a licensed insurance company
if said employers, officers, employees, or trustees are not in any
manner compensated, directly or indirectly, by the insurance company
issuing the insurance.

H. Any person or agent who receives exclusive agency contract
overrides upon business written in this state shall be licensed as
an insurance agent in this state and shall file with his application
a copy of each exclusive agency contract which is used to obtain
commission on business in this state.

SECTION 2. This act shall become effective July 1, 1991.
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SECTION 3. It being immediately necessary for the preservation
of the public peace, health and safety, an emergency is hereby
declared to exist, by reason whereof this act shall take effect and

be in full force from and after its passage and approval.
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