


3. The Insurance Commissioner may place on probation, censure, suspend, revoke or refuse
to issue or renew a license issued pursuant to the Oklahoma Producer Licensing Act and/or may
levy a fine up to $1,000.00 for each occurrence of a violation of the Oklahoma Insurance Code,
36 0.8, § 1435.13(A) and (D).

4, Petitioner afforded Respondent an opportunity for hearing by personally delivering the
Notice of Hearing and Order to Show Cause to Respondent on August 2, 2016. The Notice of
Hearing and Order fo Show Cause stated the matters asserted, and stated the time, place and
nalure of the hearing, cited legal authority and jurisdiction, and referred to parlicular sections of
the statutes involved.

5. The Insurance Commissioner, pursuant to 36 O.S. § 319, may appoint an independent
hearing examiner who shall sit as a quasi-judicial officer.

0. The Insurance Commissioner appointed Stephan S. Mathis to hear the case as the
independent Hearing Examiner.

7, The hearing was recorded electronically by an employee of the Oklahoma Insurance
Department. Neither party requested a full stenographic record of the proceedings.

8. The following exhibits were introduced and admitted:

i.  Petitioner’s Exhibit 1a — letter to Warren ISA Auto Sales
ii.  Petitioner’s Exhibit 1d — refund check ISA Auto Sales
iii.  Petitioner’s Exhibit le — proof of deposit
iv.  Petitioner’s Exhibit 2a — letter to Warren Excel Turnaround
v.  Petitioner’s Exhibit 2d — refund check Excel Turnaround
vi.  Petitioner’s Exhibit 2e — proof of deposit
vii.  Petitioner’s Exhibit 3a — letter to Warren 4 Layne Logistics
viii.  Petitioner’s Exhibit 3j — refund check 4 Layne logistics
ix.  Petitioner’s Exhibit 3m — proof of deposit
X.  Petitioner’s Exhibit 3k — cancellation notice from Watren to ABA
xi.  Petitioner’s Exhibit 1¢ EPLI declarations page for ISA auto Sales
xii,  Petitioner’s Exhibit 1b partial refund check to Isa Auto Sales
xiii.  Petitioner’s Exhibit 2c — EPLI declarations page for Excel Turnaround
xiv.  Petitioner’s Exhibit 2b — partial refund check to Excel Turnaround



Petitioner’s Exhibit 3g — EPLI declarations page for 4 Layne Logistics

XV.
xvi.  Petitioner’s Exhibit 3b — partial refund check to 4 Layne Logistics
xvil.  Petitioner’s Exhibit 3¢ — remaining refund check to 4 Layne Logistics
xviil.  Petitioner’s Exhibit 3d — Essex Insurance Common Policy Declarations Page
xix.  Petitioner’s Exhibit 3¢ — Alleged Altered Common Policy Declarations Page
xx.  Petitioner’s Exhibit 3i — Quote Summary from Midlands
xxi.  Petitioner’s Exhibit 31 — Cease and desist demand from Markel
xxii.  Petitioner’s Exhibit 4a — Paul Warren letter to Commissioner
xxiii.  Petitioner’s Exhibit 3f — EPLI Application — 4 Layne Logistics
xxiv.  Respondent’s Exhibit R1 — Refund checks from Paul Warren to clients
xxv.  Respondent’s Exhibit R2 — email between Paul Warren and Jason Layne
9. The following witness were sworn and testified under oath:
a, Patricia Szabo, Operations Supervisor of ABA Insurance Services
b. Stephen Colburn, Oklahoma Insurance Department Anti-Fraud Unit Investigator
c. Sara Layne, co-owner of 4 Layne Logistics
d. Respondent Paul Warren

10.

Patricia Szabo, Operations Supervisor of ABA Insurance Services, testified to the

following relevant information:

a.

Respondent sold an EPLI Policy serviced through ABA Insurance Services, Inc.

(“ABA”) to ISA Auto Sales (“ISA”).

The EPLI Policy was subsequently cancelled effective August 10, 2015.

¢. Ms. Szabo sent a letter to Warren instructing him to refund ISA Five Hundred
Ninety-five dollars ($595) ($521 for unearned net premium and $74 of
commission). Included with the letter was the refund check for the unearned net
premium amount of Five Hundred Twenty-one dollars ($521.00) on September 1,
2015. See Exhibit 1a, Letter to Warren ISA.

d. Respondent deposited the unearned net premium on September 4, 2015, See
Exhibit le, proof of deposit.

e. Respondent also sold an EPLI Policy to Excel Turnaround Services, ETA

(“Excel™).



f.

g.

The EPLI Policy was subsequently cancelled effective August 7, 2015.

Ms. Szabo sent a letter to Warren instructing him to refund Excel Nine Hundred
Eighty-five dollars ($985.00) ($862 in unearned net premium and $123 from
Warren’s commission). Included with the letter was the refund check for the
unearned net premium amount of Eight Hundred Sixty-two dollars ($862.00) on
September 1, 2Q15. See Exhibit 2a, Letter to Warren Excel.

Respondent deposited the check on September 4, 2015, See Exhibit 2e, proof of
deposit.

Respondent sold an EPLI Policy to 4 Layne Logistics, Inc. (“4 Layne Logistics”).
The EPLI policy was subsequently cancelled with an effective date of January 5,
2016.

Ms. Szabo sent a letter to Warren instructing him to refund 4 Layne Logistics
Eight Hundred Thirteen dollars ($813) ($711 for unearned net premium and $102
from Warren’s commission). Included with the letter was the refund check for the
unearned net premium amount of Seven Hundred Eleven dollars ($711.00) on
February 16, 2016. See Exhibit 3a, Letter to Warren 4 Layne Logistics.

Respondent deposited the check on February 22, 2016. See Exhibit 3m, proof of

deposit.

m. Szabo testified that ABA has not had any issues with its computer networks or

system from September 2105 through February 2016.

11.  Oklahoma Insurance Department Anti-Fraud Unit Investigator Stephen Colburn testified

to the following relevant information:

a. That he is an investigator with the Department.



. He was assigned to investigate a matter involving Respondent as a result of two
complaints to the Department’s Consumer Assistance Depattment.

The complaints by ISA and Excel were that Respondent failed to refund unearned
premium after EPLI polices were cancelled.

Colburn met with Respondent on three (3) different occasions.

Colburn’s first meeting with Respondent was on March 30, 2016. Colburn
informed Respondent of the allegations by ISA and Excel that Respondent failed
to refund the unearned premium after the EPLI polices were canceled.

Colburn met with Respondent a second time on April 5, 2016.

. Respondent notified Colburn he returned the unearned premium to ISA and Excel
the previous day. See Exhibit 1b Partial Refund to ISA and Exhibit 2b Partial
Refund to Excel.

. Colburn met with Respondent the third time on April 27, 2016 and Colburn
discussed 4 Layne Logistics with Respondent.

Respondent sent a refund check to 4 Layne Logistics on or about February 21,
2016 for $511.00 which was $302.00 less than what was owed by Respondent to
4 Layne Logistics. See Exhibit 3b Initial Refund to 4 Layne Logistics.

After Colburn met with Respondent on April 27, 2016, Respondent sent the
remaining $302.00 owed to 4 Layne Logistics to Progressive, an affiliated
company of 4 Layne Logistics.

. In reviewing documents provided by 4 Layne Logistics, Colburn discovered a
Markel/Essex Common Policy Declarations Page which listed policies

presumably issued to 4 Layne Logistics by Markel/Essex. Colburn later



discovered that the Markel/Essex Common Policy Declarations page had been
materially altered by Respondent. See Exhibit 3e, Alleged Altered Common
Policy Declarations Page.

1. The Alleged Altered Markel/Essex Common Policy Declarations page listed
policies for general liability coverage, EPLI policy, Worker’s Compensation
coverage, and Occupation Coverage.

m. Markel/Essex reported to Colburn that Markel/Essex had not generated the
Alleged Altered Common Policy Declarations page and that the Declarations page
listed coverage that had not been written by Markel/Essex.

n. Respondent initially reported to Colburn that Johnny White, of ISA/Excel, must
have obtained access to his computer and altered the document which was then
sent to 4 Layne Logistics.

o. As a result of Respondent altering the Common Policy Declarations page,
Markel/Essex demanded Colburn issue a cease and desist to Respondent to
prevent Respondent from issuing any Essex Insurance Company policies, or any
polices by any of its affiliated insurers immediately. See Exhibit 31 Cease and
desist demand from Markel.

12. Sara Layne of 4 Layne Logistics testified to the following relevant information:

a. Ms. Layne is a co-owner with her husband, Jason Layne, of 4 Layne Logistics,
Inc., a freight truck company.

b. 4 Layne Logistics has two owners which are Ms. Layne and her husband. 4

Layne Logistics did not have any employees when Respondent sold 4 Layne

Logistics the policies.



k.

Respondent advised Mr. and Ms. Layne they needed an EPLI policy.
Acting upon the advice provided by Respondent, the Layne’s purchased a general
liability policy, occupational policy and the EPLI policy for 4 Layne Logistics.
The Layne’s later realized that 4 Layne Logistics did not need the EPLI policy
because they had no employees and requested that the EPLI policy be cancelled in
October or November 2015.
Respondent cancelled the policy February 2016, See Exhibit 3k, cancellation
notice from Warren to ABA,
Respondent sent 4 Layne Logistics a refund of $511.00 in February 2016. See
Exhibit 3b, partial refund check to 4 Layne Logistics.
Ms. Layne stated she believed the amount to be low but was happy to receive
something.
Progressive Transport, a separate company affiliated with 4 Layne Logistics,
received the remaining $302.00 from Respondent at the end of April 2016. See
Exhibit 3¢, remaining refund check to 4 Layne Logistics.
The Alleged Altered Common Policy Declarations page was provided by
Respondent to the Laynes.
On the Markel/Essex Alleged Altered Common Policy Declarations page it lists
general liability coverage, EPLI policy, Worker’s Compensation coverage, and
Occupation Coverage.

i. 4 Layne Logistics never purchased Worker’s Compensation coverage.

ii. The EPLI policy was not through Markel/Essex.



13,

Respondent Paul Warren testified to the following relevant information:

a. Respondent admitted he altered the Markel/Essex Common Policy Declarations

page even though he first reported to Colburn that he suspected Johnny White

modified the document and then sent it to the Laynes.

. Respondent testified that the policies he listed on the Alleged Altered

Markel/Essex Common Policy Declarations page were not current polices in
existence but merely policy quotes received from the wvarious insurance
companies.

Respondent testified that he recommended that 4 Layne Logistics purchase the
EPLI policy based on the information included on the EPLI Application

completed by 4 Layne Logistics. See Exhibit 3f — EPLI Application — 4 Layne

Logistics.

. Respondent admitted that he received payments from ABA for the unearned

premiums on the Excel and ISA cancelled EPLI policies and then failed to return
the unearned premiums and commissions to Excel and ISA until he was under

investigation by the Department,

. Respondent admitted that he failed to return the remaining unearned premium and

commission to 4 Layne Logistics /Progressive until he was under investigation by
the Department.
Responded admitted that he made errors in failing to return the unearned

premiums to ISA Auto Sales, Excel Turnaround and 4 Layne Logistics.



CONCLUSIONS OF LAW

0 The Insurance Commissioner has jurisdiction over this matter and Respondent.

2. That Respondent was provided adequate notice and a hearing as required by law
pertaining to the allegations made by the Department in its Notice of Hearing and Order to Show
Cause, filed on July 14, 2016.

3 That Respondent’s counsel, William Searcy and Cody Reese filed their entries of
appearance on August 25, 2016 along with Respondent’s Answer.

4. Respondent filed a Request for Continuance on August 22, 2016 which was granted by
agreement.

5 That the Respondent appeared on September 21, 2016, at the hearing and was represented
by counsel William Searcy and Cody Reese.

6. That based on the above provided findings of fact, there is clear and convincing evidence
to find that Respondent has committed the following violations:

a. Respondent violated 36 O.S. §1435.13(A)(8) by demonstrating
incompetence by altering the Markel/Essex Common Policy Declaration
page. The Alleged Altered Common Policy Declaration page contained
information for the EPLI policy which was issued by ABA, a separafe
insurance company from Markel or Essex; it included information for
polices that were never issued; and incorrectly stated the premium amount
for the general liability policy.

b. Respondent violated 36 O.S. § 1435.13(A)(4) by improperly withholding
monies received in the course of doing insurance business, Respondent

received the unearned premium checks for ISA, Excel and 4 Layne
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Logistics and withheld the unearned premiums rightfully due to ISA,
Excel and 4 Layne Logistics.

¢. Respondent violated 36 O.S. § 1435.13(A)(8) by demonstrating
incompetence and financial irresponsibility in the conduct of business by
failing to timely refund unearned premiums to ISA Auto Sales, Excel

Turnaround Services, ETA and 4 Layne Logistics, Inc.

ORDER

IT IS THEREFORE ORDERED that Paul Warren’s Resident Insurance Producer
license is hereby suspended for six (6) months beginning November 8, 2016 and ending
April 9, 2017, During this time, Respondent may receive income from business written prior to
the effective date of the suspension but may not conduct any insurance business during the
suspension. Respondent is ordered to pay the costs of the proceeding in the amount of One
Thousand Dollars ($1,000.00) and is assessed a civil fine in the amount of Seven Hundred
Fifty Dollars ($750.00) to be paid in full by December 2, 2016. The Insurance Commissioner
shall notify all appointing insurers of the suspension and shall notify the Central Office of the

National Association of Insurance Commissioners of Respondent’s suspension.

EPHAN S. MA :Zf

INDEPENDENT HEARING EXAMINER
OKLAHOMA INSURANCE DEPARTMENT

Done this 8th day of November, 2016.
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