
MEMORANDUM 

 

TO:  Governor Asa Hutchinson 

FROM:  Commissioner Allen Kerr, AID 

RE:  AID’s role in Government Transformation  

DATE:  July 25, 2018 

 
On March 15, 2018, you publicly announced your plan to present a government transformation 

plan to the Arkansas General Assembly that would “reduce by 50 percent the number of 

cabinet-level agencies in state government” while soliciting idea from state employees, agency 

directors, and legislators.  This memo will recommend ways other state agencies and boards 

can be consolidated with the Arkansas Insurance Department, highlight recent changes to the 

Department’s responsibilities through legislation, and identify best practices from other states. 

 

Arkansas Insurance Department As Parent Agency 

Specifically founded in 1919, but with roots dating back to 1873 as the state “Insurance 

Bureau,” the Arkansas Insurance Department is among the oldest institutions in state 

government and is one the largest collectors and distributors of revenue for the state ($301.3 

million, FY2018).  As it only spent 3.6% of its FY2018 collections on operations, the Department 

also stands as one of the most efficient in state government. 

The Department also has experience with a successful transformation of state government with 

the July 1 creation of its Funeral Services Division pursuant to Act 788 of 2017.   The successful 

transformation integrated outside state employees into the Department seamlessly and 

resulted in no interruption of services to Arkansas consumers. 

When one considers the Department’s history, efficiency, and successful government 

transformation experience, it becomes clear that the Arkansas Insurance Department should 

serve as a parent agency in any future transformation plan. 

 

The Insurance and Commerce Committee Consolidation 

One of the earliest ideas to come to the Department’s notice subsequent to your 

announcement was to look at the specific jurisdictions of the House and Senate Insurance and 

Commerce Committees and base a new Arkansas Department of Insurance and Commerce 

(ADIC) on them. 

Per Ark. Code Ann. § 10-3-203, the committees review matters pertaining to: 



 Insurance; 

 Banks and banking, and savings and loan associations; 

 Stock, bonds, other securities, and securities dealers; 

 Home mortgage financing and housing; 

 Partnerships and corporations; and 

 Public utilities. 

 

In our view, basing a new agency on the jurisdiction of an existing committee structure has 

some advantages.  However, structural issues of some agencies, commissions, and boards could 

impede a seamless consolidation of all entities under the committees’ jurisdiction. 

 

We first must look at the number of employees of entities that would fall under the statutory 

jurisdiction1 (items in italics are positions already absorbed by AID pursuant to Act 788 of 2017): 

 

 Insurance Department: 157 

o Burial Association Board: 2 

o Board of Embalmers & Funeral Directors: 2 

 Bank Department: 69 

 Securities Department: 35 

o Perpetual Care Cemeteries Employee: 1 

 Public Service Commission: 107 

 Workers Compensation Commission: 90 

 Real Estate Commission: 15 

 Fair Housing Commission: 7 

 Appraiser Licensing & Certification Board: 4 

 Manufactured Home Commission: 3 

 Abstractor’s Board of Examiners: 2 

 Home Inspector Registration Board: 1 

 

It is the Department’s view that all of the entities listed above should be consolidated into a 

single agency with the exception of the Public Service Commission.  We believe that the 

regulation of public utilities is too important a service for consumers that the PSC should stand 

on its own. 
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Leveraging AID’s Experience in Financial Regulation and Professional Licensing 

In its role as an insurance industry regulator and consumer protection bureau, the Arkansas 

Insurance Department has over a century of experience in measuring company solvency and 

licensing professionals who have a fiduciary duty to their customers. 

 

The primary goal of our Finance Division is to protect insurance consumers through effective 

solvency regulation by monitoring the financial condition of all domestic and foreign insurance 

companies operating in the state.  As part of our membership in the National Association of 

Insurance Commissioners, the Finance Division must go through regular accreditation processes 

which are conducted by peers from other state insurance departments.   

 

As I have shared with you previously, AID’s Finance Division earned a perfect score in its last 

review. 

 

It has been the Department’s observation that there is significant overlap with the insurance 

industry by those who are regulated by the state banking and securities departments.   

 

Many banks have ownership interests with insurance companies and vice versa.  Additionally, 

there are many insurance producers that AID licenses who are also registered to sell securities 

or be an investment adviser like I was when I owned and ran my independent insurance agency.   

 

Housing these related industries under one regulatory roof will greatly streamline government, 

allow for a one-stop shop for professional licensure and be of great benefit to Arkansas 

consumers by centralizing our consumer protection bureaus. 

 

Insurance Regulation Across The Country 

Currently, 31 states have a stand-alone Department of Insurance that is not consolidated with 

another agency.  In four of those states, the Insurance Commissioner also serves as, or is the 

supervisor of, the state’s Fire Marshal. 

There are twelve states where insurance regulation is a subdivision of a parent agency. 

There are eight states where the Insurance Department is the lead of a consolidated agency.  

Among these state agencies, other regulatory responsibilities include: 

 Banking and Credit Unions 

 Securities and Finance 

 Professional Registration and Regulatory Boards 

 Real Estate 



 Bail Bonds 

 Consumer Affairs 

 Fire Prevention 

 State Emergency Communications 

 Law Enforcement Training 

 Corrections 

 Healthcare 

 Workers’ Compensation 

 

Of the agencies mentioned above, there has been previous discussion of consolidating Fire 

Marshals and Bail Bonds under the Arkansas Insurance Department.   

 

There is historical precedent for Professional Bail Bond Company & Licensing Board (4 

employees) under the Department.   

 

We strongly believe the Fire Marshal’s Office (under the State Police, 3 investigators) should be 

consolidated with the Department’s Criminal Investigation Division to bolster CID’s roster of 

investigators and eliminate the redundancies where ASP and AID personnel are both 

investigating incidents of arson.  

 

Additional Arkansas Entities For ADIC Consolidation 

There are other state entities that could be considered for consolidation into an Arkansas 

Department of Insurance and Commerce based upon their subject matter relationship with 

previously identified entities and looking at the regulatory practices of other states.  They are 

(with amount of employees and brief justification)2: 

 

 Contractors Licensing Board: 15 

o Logical relationship with housing and real estate regulation 

 Board of Pharmacy: 8 

o Following passage of the Pharmacy Benefit Manager Licensure Act; allows a 

single agency to regulate the delivery of pharmacy benefits from the insurance 

company to the consumer 

 Towing and Recovery Board: 5 

o Corresponds to AID’s regulation of automobile insurance 

 Motor Vehicle Commission: 5 
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o Corresponds to AID’s regulation of automobile insurance and experience in 

combating false and misleading advertising 

 Fire Protection Licensing Board: 3 

o Corresponds to AID’s regulation of property insurance, fire insurance, the 

Arkansas Rural Risk Underwriting Association (ARRUA), and arson investigation 

responsibilities 

 Board of Architects: 2 

o Logical relationship with housing and real estate regulation 

 Auctioneers Licensing Board: 1 

o Logical relationship with real estate regulation 

 

Additionally, these non-governmental organizations should be considered for consolidation: 

 

 Arkansas Health Insurance Marketplace 

 All-Payer Claims Database*  
* While APCD is under AID jurisdiction by statute, the utilization of data is outsourced by statute 

 

Recommendation 

The Arkansas Insurance Department is in a prime position to be the lead agency in a 

consolidation of state agencies both from a size and revenue-generation standpoint, and by use 

of already existing statutory responsibilities.   

 

Each proposed entity to be consolidated in a larger Arkansas Department of Insurance and 

Commerce meets already existing jurisdictional standards, or relates to already existing 

authority executed by AID or a future consolidated department. 

 

As you know, Governor, the Arkansas Insurance Department has made efficiency of operations 

and transformation a top priority since the first day of your administration.  I am proud of the 

work we have done previously to explore ways to house multiple state agencies under the 

same roof in the name of efficiency.   

 

Additionally, we are grateful that we had the opportunity to gain fresh experience with the 

execution of an early part of your transformation initiative through the Department’s successful 

creation of its new Funeral Services Division pursuant to Act 788 of 2017.  The professionals I 

lead at the Arkansas Insurance Department look forward to another opportunity to transform 

state government as a parent agency and full member of your future cabinet. 
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