State of South Dakota

SEVENTY-SEVENTH SESSION
LEGISLATIVE ASSEMBLY, 2002

400H0201 HOUSE COMMERCE COMMITTEE ENGROSSED NO.

HB 1021 - o1/15/2002

Introduced by: The Committee on Commerce at the request of the Department of Commerce
and Regulation

1 FORAN ACT ENTITLED, An Act to revise the record retention period for certain insurance
2 licensees and registrants.

3 BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKQOTA:

4 Section 1. That § 58-30-127 be amended to read as follows:

5 58-30-127. No managing general agent may place busnesswith aninsurer unlessthereisin
6 forceawritten contract betweenthe partieswhich setsforth theresponshbilitiesof each party and
7  specifies the divison of common or shared responsihilities. The contract shall contain the

8 following minimum provisons

9 (1) Theinsurer may terminate the contract for cause upon written notice to the managing
10 general agent. The insurer may suspend the underwriting authority of the managing
11 general agent during the pendency of any dispute regarding the causefor termination;
12 (2) The managing general agent shall render accounts to the insurer detailing all
13 transactions and remit all funds due under the contract to the insurer on not lessthan
14 amonthly bas's,
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-2- HB 1021

(3)  Allfundscollected for the account of aninsurer shall be held by the managing general
agent in an escrow account in a bank which is a qualified United States financial
ingtitution as defined in § 58-30-139. This account shall be used for al paymentson
behalf of the insurer. The managing general agent may retain no more than three
months estimated claims payments and all ocated |0ss adjustment expenses,

(4)  Separate records of busness written by the managing general agent shal be
maintained. Theinsurer shall have access and right to copy all accounts and records
related to itsbusinessinaform usable by theinsurer and the director shall have access
to al books, bank accounts, and records of the managing general agent in a form
usableto thedirector. Records shall beretained for three five yearsoruntit-examited;
whichevertstater;

(5) The contract may not be assigned in whole or part by the managing general agent;

(6) Appropriate underwriting guidelines including:

(@  Themaximum annual premium volume;
(b)  Thebassof the ratesto be charged;
(c) Thetypesof risks which may be written;
(d) Maximum limitsof liability;
(e)  Applicable exclusons,
(f)  Territoria limitations,
(9 Policy cancdlation provisons, and
(hy  The maximum policy period; and
(7)  Timdy tranamission of eectronic clamsfiles.
The insurer may cancel or nonrenew any policy of insurance subject to the applicable laws

and regulations concerning the cancellation and nonrenewal of insurance policies.
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Section 2. That chapter 58-1 be amended by adding thereto a NEW SECTION to read as
follows:

Any insurer, nonprofit, surgical, dental or hospital plan, a health maintenance organization,
or any other person required to belicensed or registered under thistitle shall retain al booksand
recordsthat are subject to examination pursuant to chapter 58-3 for a period of not lessthanfive

years.



