
AN ACT

ENTITLED, An Act to require certain insurance companies to identify and locate beneficiaries on

life policies and annuity contracts.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:

Section 1. That chapter 58-15 be amended by adding a NEW SECTION to read:

The requirements of this Act apply to any in-force and future policy, annuity contract, and

retained asset account as of July 1, 2018.

This Act does not apply to a policy, annuity contract, or retained asset account of an insurer

unless the policy, annuity contract, or retained asset account was issued or delivered in this state.

The requirements of this Act do not apply to an annuity used to fund an employment-based

retirement plan or program where the insurer does not perform the record-keeping services or the

insurer is not committed by the terms of the annuity contract to pay death benefits to the beneficiaries

of specific plan participants.

Section 2. That chapter 58-15 be amended by adding a NEW SECTION to read:

Terms used in this Act mean:

(1) "Beneficiary," any party entitled to receive the proceeds from a policy, an annuity

contract, or a retained asset account;

(2) "Beneficiary search," reasonable and good faith efforts, that an insurer documents, to

identify a beneficiary, determine a current address for the beneficiary, and contact the

beneficiary;

(3) "Death Master File" or "DMF," the United States Social Security Administration's Death

Master File or any other database or service that is at least as comprehensive as the United

States Social Security Administration's Death Master File for determining that an

individual has reportedly died;
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(4) "Death Master File match," a search of the DMF that results in a match of the social

security number or name and date of birth of an insured;

(5) "Insured," an individual identified in a policy, retained asset account, or annuity contract

whose death obligates the insurer to pay benefits or proceeds;

(6) "Knowledge of death," knowledge of death of insured by:

(a) Receipt of an original or valid copy of a certified death certificate; or

(b) A DMF match validated in good faith efforts by the insurer;

(7) "Lapse," the termination of a policy resulting from nonpayment of premiums or, in the

case of variable life and universal life insurance policies, the depletion of cash value

below the amount needed to keep the policy in force;

(8) "Policy," any policy or certificate of life insurance that provides a death benefit. The term

does not include:

(a) Any policy or certificate of life insurance that provides a death benefit under an

employee welfare benefit plan subject to the federal Employee Retirement Income

Security Act of 1974 (ERISA) as of January 1, 2018, for which the insurer does not

provide record-keeping services or under any federal employee benefit program;

(b) Preneed insurance;

(c) Any policy or certificate of credit life or mortgage life;

(d) Any accidental death or health policies, riders, or certificates, including disability

and long-term care policies, riders, or certificates; or

(e) Any policy issued to a group master policyholder for which the insurer does not

provide record-keeping services;

(9) "Preneed insurance," any life insurance policy or certificate that is used in combination

with, in support of, with an assignment to, or as a guarantee for a prearrangement
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agreement for goods and services to be provided at the time of and immediately following

the death of the insured. Goods and services includes embalming, cremation, body

preparation, viewing or visitation, coffin or urn, memorial stone, and transportation of the

deceased. The status of the policy or contract as preneed insurance is determined at the

time of issue in accordance with the policy form filing;

(10) "Record-keeping services," those circumstances under which the insurer has agreed with

a group life insurance policy holder or contract owner to be responsible for obtaining,

maintaining, and administering the insurer's system or a system for its agents. The

information about each individual insured under an insured's group insurance contract (or

a line of coverage thereunder) in the system shall include at least the following

information:

(a) Social security number or name and date of birth;

(b) Beneficiary designation information;

(c) Coverage eligibility;

(d) Benefit amount; and

(e) Premium payment status;

(11) "Records," information regarding any policy, annuity contract, and retained asset account

maintained in the insurer's administrative system or the administrative system of any third

party retained by the insurer. The term does not include the information maintained by a

group life insurance policyholder or contract owner;

(12) "Retained asset account," any mechanism whereby the settlement of proceeds payable

under a policy or individual annuity contract, including the payment of cash surrender

value, is accomplished by the insurer or an entity acting on behalf of the insurer

establishing an account with check or draft-writing privileges, where those proceeds are
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retained by the insurer, pursuant to a supplementary contract not involving annuity

benefits;

(13) "Retained asset account holder," the owner of a retained asset account or other person to

file a claim for, or otherwise receive proceeds in accordance with the terms of the retained

asset account.

Section 3. That chapter 58-15 be amended by adding a NEW SECTION to read:

As of January 1, 2019, an insurer shall have compared all in-force policies, annuity contracts,

and retained asset accounts at the time of enactment against the full DMF to identify potential

matches of its insureds.

Section 4. That chapter 58-15 be amended by adding a NEW SECTION to read:

An insurer shall compare all in-force policies, annuity contracts, and retained asset accounts and

policies that lapse in its records against any updates to the DMF on at least a semi-annual basis to

identify potential matches of its insureds.

Section 5. That chapter 58-15 be amended by adding a NEW SECTION to read:

Each insurer shall implement reasonable procedures to do the searches required in sections 3 and

4 of this Act that account for:

(1) Common nicknames, initials used in lieu of a first or middle name, use of a middle name,

compound first and middle names, and interchanged first and middle names;

(2) Compound last names, maiden or married names, and hyphens, blank spaces, or

apostrophes in last names;

(3) Transposition of the month and day portions of the date of birth; and

(4) Incomplete social security numbers.

Upon identifying a potential match pursuant to this section, an insurer shall promptly make

reasonable good faith efforts to validate the match by confirming the death of an insured.
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Section 6. That chapter 58-15 be amended by adding a NEW SECTION to read:

The director may exempt an insurer from the DMF comparisons required under this Act if the

insurer demonstrates to the director's satisfaction that compliance would result in financial hardship

to the insurer.

In making the determination the director may take into consideration the number of policies

involved, the costs of conducting a retroactive search in relation to the collected premiums for those

policies, whether the policy information is stored electronically, and whether the insurer previously

has engaged in the use of the DMF for its annuity contracts, but not for its life insurance policies.

Section 7. That chapter 58-15 be amended by adding a NEW SECTION to read:

Upon receipt of information establishing knowledge of death, the insurer shall check its records

to determine whether the insurer has any other policies, annuity contracts, or retained asset accounts

for that insured.

Upon receipt of information establishing knowledge of death of an insured, the insurer shall

notify each United States affiliate, parent or subsidiary, as appropriate, and any entity with which the

insurer contracts that may maintain or control records related to policies, annuity contracts, or

retained asset accounts to which this Act applies, of the knowledge of death or match, and make a

reasonable and good faith effort to ensure that each affiliate, parent or subsidiary, or other entity

performs a check of their records.

Section 8. That chapter 58-15 be amended by adding a NEW SECTION to read:

If the insurer has not been contacted by a beneficiary within one hundred twenty days of an

insurer's receipt of information establishing the insurer's knowledge of death, the insurer shall

commence a beneficiary search. The beneficiary search shall be completed within one year from the

date the insurer received the information.

Section 9. That chapter 58-15 be amended by adding a NEW SECTION to read:
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An insurer may disclose the minimum necessary personal information about an insured or

beneficiary to a person to whom the insurer reasonably believes may be able to assist the insurer to

locate the beneficiary or a person otherwise entitled to payment of the proceeds.

Section 10. That chapter 58-15 be amended by adding a NEW SECTION to read:

An insurer or its service provider may not charge any beneficiary or other authorized

representative for any fees or costs associated with a DMF search or verification of a DMF match

conducted pursuant to this Act.

Section 11. That chapter 58-15 be amended by adding a NEW SECTION to read:

If the insurer locates a beneficiary and has not received a claim from the beneficiary within thirty

days after the date of location, the insurer shall provide appropriate claim forms or instructions to

the beneficiary to make a claim.

Section 12. That chapter 58-15 be amended by adding a NEW SECTION to read:

At no later than the policy delivery or the establishment of an account, and upon any change of

insured or beneficiary, an insurer shall request information sufficient to ensure that all benefits or

proceeds are distributed to the appropriate persons upon the death of the insured including, at a

minimum, the name, address, date of birth, social security number, and telephone number of each

insured and beneficiary of a policy or account, as applicable.

If an insurer issues a policy or provides an account based on information received directly from

an insured's employer, the insurer may obtain the beneficiary information by communicating with

the insured after the insurer's receipt of the information from the insured's employer.

Section 13. That chapter 58-15 be amended by adding a NEW SECTION to read:

The insurer shall retain documentation of compliance with this Act for five years.

Section 14. That chapter 58-15 be amended by adding a NEW SECTION to read:

The director may promulgate rules, pursuant to chapter 1-26, to provide definition of terms,
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notification requirements, exemption criteria, beneficiary searches, and forms.

Section 15. That chapter 58-15 be amended by adding a NEW SECTION to read:

Notwithstanding the provisions of this chapter, if an insurer fails to locate a beneficiary following

a beneficiary search, the insurer shall report and remit the proceeds pursuant to chapter 43-41B.

Any insurer subject to this Act shall comply with all applicable requirements in chapter 43-41B.

HB No. 1034 Page 7



 An Act to require certain insurance companies to identify and locate beneficiaries on life policies
and annuity contracts.

==================================================
   I certify that the attached Act
originated in the

HOUSE as Bill No. 1034

____________________________
Chief Clerk

==================================================

____________________________
Speaker of the House

Attest:

____________________________
Chief Clerk

____________________________
President of the Senate

Attest:

____________________________
Secretary of the Senate

House Bill No.   1034  
File No. ____
Chapter No. ______

==================================================
   Received at this Executive Office
this _____ day of _____________ ,

20____ at ____________ M.

By _________________________
for the Governor

==================================================

     The attached Act is hereby
approved this ________ day of
______________ , A.D., 20___

____________________________
Governor

==================================================
STATE OF SOUTH DAKOTA,

ss.
Office of the Secretary of State

     Filed ____________ , 20___
at _________ o'clock __ M.

____________________________
Secretary of State

By _________________________
Asst. Secretary of State


