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Unclaimed life insurance benefits

Minutes: Attachments 1 and 2

Committee reconvened.
Hearing opened by Chairman Keiser.

Chairman Keiser, Representative from District 47: This bill is dealing with the
unclaimed property part of life insurance. About 85% of all life insurance claims are
satisfied in normal business transactions or claims. However, there are a great number of
policies, maybe 15% or more, in which a claim is not submitted but a death has occurred.
What to do with that situation? For years, life insurance companies and insurance
regulatory departments operated on the basis that a claim must be submitted.

Gave example that created recognition of the problem. Some companies were putting
together proprietary programs wherein they could go in and electronically audit different
databases and receive some portion of anything that might be found. These firms did not
initially go to insurance departments; they went to state treasurers and pointed out a
missed opportunity, stating that the unclaimed life insurance money should be transferred
from the life insurance companies into the state's unclaimed property division. Most states
were in difficult financial positions and were looking for revenue, so many went for this plan.
It tends to be the smaller policies which fall through the cracks. What did they propose to
the treasurers? Within the Social Security Administration, there is what is called the death
master file. It is a federal database, but you cannot easily gain access to it. With
permission, it is possible to gain access and with the propriety programs, to determine
whether or not there are people who have died who are in a company's database, and if
they are, to go out and notify the heirs and recover the money for the heirs or to put it into
the unclaimed property for the state and we cannot find the heirs. Companies, especially
large insurance companies, began to use it to their advantage for annuity contracts but not
for a match for life insurance contracts. To that point, they were not required to. This was
initially at the state treasurers division, but the National Association of Insurance
Commissioners, NAIC, who regulate insurance business in our state, became engaged. If it
was wrong, it should have been red flagged under market conduct exams, but it never was.
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6:58 What did the states do once it got to the insurance departments? They used the
settlement agreement approach. They went to the large life insurers and negotiated a
settlement. They said that insurers had been wrong to have used it asymmetrically, to use
it for annuities and not for life insurance products. Significant settlements were negotiated
with the large life insurance companies. The state of North Dakota participated | those and
received significant dollars are part of that settlement. If you talk to insurance companies,
they will not say that they were wrong but that they will make a settlement and will look for
an alternative solution in the future.

8:06 Where do the dollars realized in the settlements go? They go to the states, not to the
policy holders. Life insurance companies won't be too public about that because they are
still in the period of settlements. The settlements have been coming down on a regular
basis, and the regulators are now moving to the middle-level life insurers. The brakes were
put on. An Ohio court case ruled that the settlement agreement approach may not be
correct. There is pending in Kentucky a piece of litigation saying that it is unconstitutional
in relation to contracts because the contracts state that upon submission of the claim, the
payment will be made.

9:45 The NAIC has been very engaged. The National Conference of Insurance Legislators
[NCOIL] has also become engaged in this issue. There isn't anyone who says that the
asymmetrical use of the death master file, using it only when it is to your advantage, is
right. This new technology is available, but should it be used? In most policy areas, when
something is developed technologically, we require it to be used.

10:46 HB 1171 is a slight variation on a model piece of legislation developed by NCOIL.
Chairman Keiser proceeded to highlight five definitions found in Section 1 of the bill.

12:24 Then we get into insurer conduct. Chairman Keiser read from the bill.

13:42 One of the things that was recognized is that especially for some very old group
policies, they are still in force, but there is not adequate information available to track and
find them, using the technology that is available. Chairman Keiser continued to read from
the bill.

14:28 That's it in summary. We run it through the death master file and find a match. The
insurance company is required to do a good faith effort to find the heirs. At some period of
time and after a reasonable effort has been made, if the they cannot be found, those dollars
are escheated to the state unclaimed property, with any interest.

15:16 In contrast to that, when you escheat this to the state surplus property account, from
the point of this transfer, there is no interest earned. The state retains that interest. By
escheating it, the policy holder and their heirs lose access to that interest that could have
been earned. But on the other hand, if you cannot find them by this time, it is unlikely
you're going to find them easily.

156:48 The life insurance companies had a significant conference call last Friday, and
following that | talked with some individuals on the call. There is a lot of division within
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some of the life insurance companies. The large insurance companies agree that they
should not have asymmetrical application. Some small or medium insurance companies
feel this would be burdensome, and they are proposing a number of possible solutions.
That still does not suggest to me that we should not have and pass this policy in North
Dakota. It gives clarity, predictability, protection to the consumer. If we do not have
something like this, then | am not sure what approach the companies will take in the future,
given the court cases | described.

17:33 Representative Kasper: For clarification, this applies to life insurance. What about
annuities?

Chairman Keiser: This applies to life insurance companies and the polices they write,
which would include annuities, | believe. But it is restricted entirely to the life insurance
industry.

Representative Kasper: On page 3, line 17, we are talked about applicable accrued
interest. Is applicable accrued interest defined in statute? How would we determine what
that interest rate would be?

Chairman Keiser: | believe that is in the contract. The minimum might also be in statute.
It is a requirement for life insurance companies to pay interest from the time of the death
going forward for monies not transferred immediately. There are times and cases when
people choose not to transfer those dollars. Given recent economic times, it's much more
beneficial to leave those policies in the insurance company and not turn in a claim because
they can earn a much higher rate of return because of the contractual arrangement.

19:20 Representative Kasper: This practice of fining insurance companies because they
were not following some type of a method like this is currently happening in North Dakota,
and our insurance department has received settlements; is that correct?

Chairman Keiser: You'll find that to be true. It reflects a difference in perspective.

19:57 Representative Louser: On page 3 and in a couple different sections, we're
referencing Chapter 47-30.1. Is that the part of Century Code that defines the three years
and the November 1 for unclaimed property? If we're following what unclaimed property is
defined in the state, could the insurance companies hold these benefits after making a
good faith effort for three years before they turn it over to the state?

Chairman Keiser: | do not believe so. Chairman Keiser read from the bill.

20:55 Representative Becker: Assuming the asymmetry is addressed, what is the intent
and benefit of turning the monies over to the state after a certain period of time?

Chairman Keiser: From a state perspective, those monies go into the unclaimed property
division and begin to earn interest. When a claim is made to unclaimed property, the
principle is paid out, but all interest earnings are retained by the state of North Dakota. For
those claims where death has occurred and we have the technology to recognize that
death and make a match, to at least begin the process of finding the heirs. This does
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provide the opportunity to go back and look for them. There were a lot of documented
cases, when the large companies started using the death master file, for a lot of little
policies where the heirs were found and the policies were honored. The death master file
is not perfect. Gave example.

24:48 Representative N. Johnson: In the past, did the insurance companies base
premiums on the fact that there were perhaps 15% to be unclaimed? Does that have any
impact on premium rates going up for life insurance policies?

Chairman Keiser: | think a little bit of that is true. The result is that they have to reserve,
for their exposure, the amounts covered by the policies and the potential for interest. It is
factored as a cost, but clearly there has to be some factor for policies that are never
claimed. One of the provisions is that under all contracts, there is "limiting age." When a
person reaches the limiting age, there are proactive steps taken to look for that individual to
confirm they are still alive.

27:07 Representative Kasper: Bottom of page 2, line 29, where we're talking about
group life insurance. Presented scenario. How far back does the group life insurance
company have to look back in their records to try to match that type of scenario, or for only
currently insured group contracts?

Chairman Keiser: We probably are not going to pick up the history of all these things, but
really moving forward. You run it against the death master file as it exists today and then
run it against all the updates semiannually. Within a six month period, even if they move it
should be in their records as payable.

Support:

Senator David O'Connell, Senator from District 6: Commented on thoroughness of
presentation by Chairman Keiser.

30:35 Linda Fisher, Unclaimed Property Administrator for the North Dakota
Department of Trust Lands: Refer to written testimony, attachment 1. Spoke about state
and national databases of unclaimed property owners and corresponding websites.
Without this bill, it would be three years before it would be reportable. In the contracts that
we have with our auditing firms, it is being turned in under the terms of the settlements not
under the three-year terms of the unclaimed property act. Another question is that if this
legislation is passed, would it fit better within the uniform unclaimed property act than
leaving it in the insurance statutes, and | do not have an answer to that question.

36:31 Representative Kasper: When you receive proceeds from unidentified, unclaimed
property, what is the procedure your department uses to try to find the heirs?

36:50 Linda Fisher: There are two websites where people can search for unclaimed
property. There is one maintained by my department. There is a nation-wide database.
We publish names in official county newspapers once a year. We do some direct mailings.
We do some data matching. We also have a bill right now that would allow us to share
data with the tax department with the idea that we could maybe find updated addresses
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people in order to notify them. We attend trade shows. We do public service
announcements. There are a number of methods we utilize in hopes of getting the word
out and getting people to our website.

38:54 Representative Amerman: From the other side, if all parties have tried to do the
right thing, if someone finds the policy years down the line?

39:40 Linda Fisher: The heir can contact the insurance company, which may direct them
to the state of North Dakota. The other option is that the insurance company could honor
that claim and then be reimbursed by our agency

Representative Amerman: s there a limitation of years?

Linda Fischer: The unclaimed property is held in perpetuity. The longer it goes it time,
the more difficult it becomes more difficult to find the documentation. The money is
invested in the common schools trust fund while under the care of the state.

Opposition:
Neutral:
Hearing closed.

41:56 Representative Louser: | am still unclear about the three year. If we are saying
pursuant to that section of code, if that applies in this case. I'd like some research to verify
that that would apply.

Chairman Keiser: We will hold this bill and will check it out. | can tell you the most
recently passed piece of legislation prevails. So if this says something different than that,
specific to life insurance policies, this applies.

42:30 Representative Kasper: Would you request from the Insurance Department the
process and procedure they are using now in regard to this bill?

43:13 Rebecca Ternes, Deputy Insurance Commissioner: | believe it started with the
state of Florida and was brought to attention of the NAIC because of the leadership position
of the commissioner of the state of Florida. We have been involved in countless phone
calls with the other lead states, with the companies themselves, with the consultants who
are working on the exams. To date, the collection of funds for the state of North Dakota
has included John Hancock, AIG, MetLife, Prudential, and Nationwide, for a total of
$954,898 which go into the insurance regulatory trust fund. That is the fund which funds
the department, and good portion ends up going to the general fund at the end of every
fiscal year. What we are looking for is to change the practice, as this bill does, to make
sure that it is consistent use of the death master index. Companies are also required to go
back and search the death master file for anything they should have paid out and then pay
that out in addition to what they send to the states. Going forward, they have to show us
that they've changed their practice.
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44:56 Representative Kasper: So you're saying that the $954,000 are fines levied by the
department?

Rebecca Ternes: Legally, they are considered settlements. We do not have a settlement
fund, so that's the fund they go into. Any settlements, fines, and fees for producer licensing
go into the insurance regulatory trust fund.

Representative Kasper: So these dollars are in addition to what the insurance companies
had to pay to the beneficiaries? What did you find to levy that amount of fine on just four
insurance companies?

Rebecca Ternes: Yes, they were required to go back and run the matches and then pay
out where they could find that. |1 don't know that we have that kind of detailed information.

46:00 Johnny Palsgraff, attorney for the insurance department and special assistant
attorney general: North Dakota was not on the ground floor of these exams. These were
market conduct exams. When this problem arose regarding the asymmetrical use, then the
NAIC discussed it, and more states were brought in. The companies with which Florida
and California had started were among the top insurers. The penalties or amounts of
settlements were based on their market share. It would stand to reason, the fewer
annuities or life insurance your company sold, the percentage would be the same but the
penalty would be in proportion to what the large companies paid.

47:40 Representative Kasper: Theoretically, because these four companies were doing
business differently that what you would have liked under the death master file, there could
have been only one beneficiary not paid properly and they would have been fined the same
amount? Or is this fine or settlement in proportion to the amount of monies that were not
paid to North Dakota citizens, or how did you get to that number?

Johnny Palsgraff: Market conduct examiners were doing an examination of their records.
The companies chose to settle based on the percentage of business in this area rather
than go to a final litigation or final fine.

49:05 Representative Kasper: What they said is that they will pay the fee or settlement
even though there could have theoretically been only one or two people in North Dakota
who were not treated as they should have been under the bill?

Johnny Palsgraff: | wouldn't support that theory.
Representative Kasper: Do you have that data?

Johnny Palsgraff: Yes. These examiners were in these companies, pulling the records of
the number of people who were affected by this and who were not affected by this. They
would do sample sizes, like in any type of audit, and then extrapolate out how many people
were and were not affected. That information was available to both litigation sides. That's
when the amount of the settlement came about. With the first few companies, there was no
percentage in place; it was just based on what had happened in the individual company.
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After four or five companies had settled and the percentage sort of developed, then
examiners and other companies started coming to this area or percentage for settlement.

50:42 Representative Kasper: You'll provide the data. So we have a broad based
settlement, say 1% or 2% of premium is your settlement. So those companies paid
$954,000 in settlement fines.  That really could have been only a few cases in North
Dakota. It looks to me that the people who came to an agreement with the companies did
so nationwide or in the states that were involved. We don't really know what the damage is
to the citizens North Dakota; we are just getting the fine.

41:27 Johnny Palsgraff: The examiners did pull samplings of the data, and that is what
the attorneys based the settlements on. You could be right that there would be no
identifying individual North Dakotans who were impacted by this. This has to do with
sampling and statistics. North Dakota's share was based on the number of policies sold in
North Dakota and the state's market share.

52:25 Chairman Keiser: Would you concur that these were somewhat negotiated
settlements, that the companies do not like market conduct exams at any level, that they
are threatened by market conduct exams, so they negotiated in part the best deal they
could even though they may not have felt they were in the wrong?

52:01 Johnny Palsgraff: These were negotiated settlements. They were negotiated by
attorneys on each side. | would agree that generally a company does not want to be
examined under a market conduct exam.

53:27 Chairman Keiser: Would these negotiated settlements have been different if the
Ohio and Kentucky cases were in play at the time of settlement?

Johnny Palsgraff: | am not familiar with the facts of the Ohio and Kentucky cases. | can
tell you that the examinations have not stopped moving forward as a result of those cases.

53:56 Chairman Keiser: | can tell you after the conference call | had on Friday, life
insurance companies are taking an entirely different posture now that these cases are at
hand. They are taking an entirely different position on any future settlements.

54:18 Johnny Palsgraff: | will definitely look at those cases. From the meeting | had last
week, | have not seen anything but the motivation to move forward.

Chairman Keiser: Committee, what do you want to do? They are not going to provide the
kind of information you want. What are your wishes on the bill?

Linda Fisher: The exams that the insurance folks were talking about are different than the
exams | was talking about on the unclaimed property side of that. On our side, there has
been about $150,000 reported in the names of North Dakota citizens. That would be John
Hancock, MetLife, and Prudential. After all the beneficiaries have been looked for and due
diligence has been done, we have received about $150,000. Our stuff is completely
separate from the exams on this side.
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Representative Louser: | would like an answer for about the three years. My
understanding is that property is not deemed unclaimed until it goes through the three year
time frame, according to the statute.

Chairman Keiser: This bill will require them to use the death master file. If they cannot
find the match within the prescribed period of days, it is unclaimed and will be transferred.

Representative Louser: |just read it as pursuant to that part of code.

Representative Kasper: | think the bill says that once they run it against the death master
file, the match is going to be updated every six months.

Chairman Keiser: For the updates, they only have to use the new names. You pay a fee
for each name that you match. After you've gone through the full list once, you only have to
update with the new names put in into the death master file.

Motion for a do pass made by Representative Kasper and seconded by Representative
Sukut.

Roll call vote:
Yes: 15
No: 0
Absent: 0

Carrier: Representative Kasper
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Committee meeting reconvened.

Chairman Keiser: Yesterday, we took action on this bill to recommend a do pass. We
need to reconsider our actions by which we recommended a do pass.

Motion to reconsider our action made by Representative Louser and seconded by
Representative N. Johnson.

Voice vote to reconsider: All in favor.

Chairman Keiser: We now have HB 1171 back before us. Compliment to Representative
Louser. We met with Jennifer Clark yesterday. She agreed that there was a legitimate
point raised by Representative Louser and our legal intern and that it needs to be clarified.

Representative Louser: Distributed attachment 1, proposed amendment 13.0397.02001.
We had a potential with the three years when we say pursuant to current code. This would
clarify that in this instance, after the ninety days of due diligence, that within thirty days that
property is turned over to the state, exclusive of what other unclaimed property would be in
the state.

Chairman Keiser: For me, unclaimed property means that in my company | hold a
prepayment from a customer, after three years, | am required by law to pay it back to the
individual if | can find them. If | cannot find them, | am required to submit it to the
unclaimed properties division. That was the confusing part. This bill said we would do that
also in this bill. The intent of this bill for life insurance policies was that, once you discover
a match in the death master file for a hame for which a claim has not been filed, then
established a timely process for finding a match and then transferring or escheat the dollars
to unclaimed properties. This amendment clarifies that this for life insurance; it's different
than the traditional unclaimed properties.

Representative Kreun moves the adoption of the amendment, 13.0397.02001.
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Representative Ruby seconded the motion to adopt the amendment.
Voice vote in favor of adopting the amendment.
Chairman Keiser. HB 1171 is amended and is now before us.

Motion to do pass as amended made by Representative Ruby and seconded by
Representative Kreun.

Roll call vote on do pass as amended:
Yes: 14
No: O
Absent: 1

Carrier: Representative Kasper
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PROPOSED AMENDMENTS TO HOUSE BILL NO. 1171

Page 1, line 2, after "benefits" insert "; and to amend and reenact section 47-30.1-07 of the
North Dakota Century Code, relating to the state's unclaimed property act"

Page 3, line 20, replace "pursuant to" with "under"

Page 3, line 21, replace "An" with "Within one hundred twenty days following a potential match
identified as a result of a death master file or revised death master file match, an"

Page 3, line 21, remove "upon the expiration of the"

Page 3, line 22, remove "statutory time period for escheat"

Page 3, line 28, replace "such" with "providing"

Page 3, line 28, after "notice" insert "under subsection 7"

Page 3, after line 30, insert:
"Application.

Section 47-30.1-07 and chapter 47-30.1, relating to unclaimed property, apply to
a contract or policy to the extent the laws do not conflict with this chapter."

Page 4, after line 2, insert:

"SECTION 2. AMENDMENT. Section 47-30.1-07 of the North Dakota Century
Code is amended and reenacted as follows:

47-30.1-07. Funds owing under life insurance policies.

1. Funds held or owing under any life or endowment insurance policy or
annuity contract that has matured or terminated are presumed abandoned
if unclaimed for more than three years after the funds became due and
payable as established from the records of the insurance company holding
or owing the funds, but property described in subdivision b of subsection 3
is presumed abandoned if unclaimed for more than three years. |f the
policy or annuity contract provides for death benefits and is covered under
section 1 of this Act, the insurance company shall comply with section 1 of
this Act.

2. If a person other than the insured or annuitant is entitled to the funds and
an address of the person is not known to the company or it is not definite
and certain from the records of the company who is entitled to the funds, it
is presumed that the last known address of the person entitled to the funds
is the same as the last known address of the insured or annuitant
according to the records of the company.

3. For purposes of this chapter, a life or endowment insurance policy or
annuity contract not matured by actual proof of the death of the insured or
annuitant according to the records of the company is matured and the
proceeds due and payabile if:
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a. The company knows that the insured or annuitant has died; or

b. (1) The insured has attained, or would have attained if the insured
were living, the limiting age under the mortality table on which
the reserve is based;

(2) The policy was in force at the time the insured attained, or would
have attained, the limiting age specified in paragraph 1; and

(3) Neither the insured nor any other person appearing to have an
interest in the policy within the preceding three years, according
to the records of the company, has assigned, readjusted, or paid
premiums on the policy, subjected the policy to a loan,
corresponded in writing with the company concerning the policy,
or otherwise indicated an interest as evidenced by a
memorandum or other record on file prepared by an employee
of the company.

For purposes of this chapter, the application of an automatic premium loan
provision or other nonforfeiture provision contained in an insurance policy
does not prevent a policy from being matured or terminated under
subsection 1 if the insured has died or the insured or the beneficiary of the
policy otherwise has become entitled to the proceeds thereof before the
depletion of the cash surrender value of a policy by the application of those
provisions.

If the laws of this state or the terms of the life insurance policy require the
company to give notice to the insured or owner that an automatic premium
loan provision or other nonforfeiture provision has been exercised and the
notice, given to an insured or owner whose last known address according
to the records of the company is in this state, is undeliverable, the
company shall make a reasonable search to ascertain the policyholder's
correct address to which the notice must be mailed.

Notwithstanding any other provision of law, if the company learns of the
death of the insured or annuitant and the beneficiary has not
communicated with the insurer, within feurmenths-afterninety days
following the company learning of the death, the company shall take

reasonable-steps-to-pay-the-proceedsto-the-beneficiary.

a. Complete a good-faith effort, which the company shall document, to
confirm the death of the insured or annuitant against other available
records and information; and

b. Determine whether benefits are due in accordance with the applicable
insurance policy or annuity contract, and if benefits are due in
accordance with the applicable policy or contract the company shall:

(1) Use good-faith efforts, which the company shall document, to
locate the beneficiary or beneficiaries; and

(2) Provide the appropriate claims forms or instructions to the
beneficiary or beneficiaries to make a claim, including the need
to provide an official death certificate, if applicable under the
policy or contract.
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7. Gommencing-iwo-years-after-July-1-1885-everyEvery change of

beneficiary form issued by an insurance company under any life or
endowment insurance policy or annuity contract to an insured or owner
who is a resident of this state must request the following information:

a. Thename of each beneficiary, or if a class of beneficiaries is named,
the name of each current beneficiary in the class;

b. The address of each beneficiary; and

c. Therelationship of each beneficiary to the insured."

Renumber accordingly

Page No. 3



Date: / - Z/ - ZéB

Roll Call Vote #: /

2013 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. //7/

House Industry, Business, and Labor Committee

Legislative Council Amendment Number

Action Taken: %Pass [] DoNotPass [ ] Amended [ ] Adopt Amendment

['] Rerefer to Appropriations [ ] Reconsider [ ] Consent Calendar

Motion Made By %//’(/M(//L/ Seconded By (gvé\/
V/ /-'

Representatives
Chairman George Keiser
Vice Chairman Gary Sukut
Rep. Thomas Beadle
Rep. Rick Becker
Rep. Robert Frantsvog
Rep. Nancy Johnson
Rep. Jim Kasper
Rep. Curtiss Kreun
Rep. Scott Louser
Rep. Dan Ruby
Rep. Don Vigesaa

Total ny /{ No @
—

Absent

Floor Assignment ML/
v 7

If the vote is on an amendment, briefly indicate intent:

No Representatives Yes, | No
Rep. Bill Amerman 4
Rep. Joshua Boschee W/
Rep. Edmund Gruchalla v
Rep. Marvin Nelson /

<
&
I~

SN

KNSR




Date: [~2.= \’% gDY\/

Roll Call Vote #: _>_

2013 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. AI/I”T//

House Industry, Business, and Labor Committee

Legislative Council Amendment Number

Action Taken: [ ] Do Pass [_] Do Not Pass l;])mended ] Adopt Amendment

[] Rerefer to Appropriations Reconsider [ ] Consent Calendar

°s

Motion Made By {,O(/t N4 Seconded By JOL}\S%—\
Representatives Yes | No Representatives Yes | No
Chairman George Keiser Rep. Bill Amerman
Vice Chairman Gary Sukut Rep. Joshua Boschee
Rep. Thomas Beadle Rep. Edmund Gruchalla
Rep. Rick Becker Rep. Marvin Nelson

Rep. Robert Frantsvog
Rep. Nancy Johnson

Rep. Jim Kasper /

Rep. Curtiss Kreun A

Rep. Scott Louser { LN
Rep. Dan Ruby | / /N X
Rep. Don Vigesaa VA

Total Yes w No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:



Date: 4;)/7/?/)3 Ph/
Roll Call Vote #: 2
2013 HOUSE STANDING COMMITTEE

ROLL CALL VOTES
BILL/RESOLUTION NO. _ ;1) |

House Industry, Business, and Labor Committee

Legislative Council Amendment Number ‘ —% ,,O%é) 7 - O Z/C}O)
Action Taken: [ ] Do Pass [ ] Do NotPass [ ] Amended Maopt Amendment

[] Rerefer to Appropriations [ ] Reconsider [ ] Consent Calendar

Motion Made By %;10 ey Seconded By O&Aﬁ’}
/7 /

Representatives Yes | No Representatives Yes | No
Chairman George Keiser Rep. Bill Amerman
Vice Chairman Gary Sukut Rep. Joshua Boschee
Rep. Thomas Beadle Rep. Edmund Gruchalla
Rep. Rick Becker Rep. Marvin Nelson
Rep. Robert Frantsvog
Rep. Nancy Johnson J
Rep. Jim Kasper /
Rep. Curtiss Kreun N [ < |0
Rep. Scott Louser NS
Rep. Dan Ruby | /N
Rep. Don Vigesaa \Vi b
T
Total Yes ) No

Absen /

Floor Assignment

If the vote is on an amendment, briefly indicate intent:




|- 2215
Date: 73@/ P
Roll Call Vote #: 3

2013 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. ]Tf/) )

House Industry, Business, and Labor Committee

Legislative Council Amendment Number l 5 . CIAE). C)-Z/w‘j

e E( £S
Action Taken:  [J¥'Do Pass [ ] Do Not Pass Amended [ ] Adopt Amendment

[ ] Rereferto Appropriations [ | Reconsider [ ] Consent Calendar

{
Motion Made By PMJ[J/‘) Seconded By /(f L0 Al
L) , I4

Representatives Yes | No Representatives Yes | No

Chairman George Keiser v, Rep. Bill Amerman v/,
Vice Chairman Gary Sukut V, Rep. Joshua Boschee Vv,
Rep. Thomas Beadle Vv, Rep. Edmund Gruchalla V')
Rep. Rick Becker v Rep. Marvin Nelson v
Rep. Robert Frantsvog /
Rep. Nancy Johnson vV,
Rep. Jim Kasper v,
Rep. Curtiss Kreun v,
Rep. Scott Louser /i
Rep. Dan Ruby v,
Rep. Don Vigesaa v

Total @ ? l/l No 0

Absent ]

Floor Assignment t 2 A2 LN

If the vote is on an dmendmen , briefly indicate intent:




Com Standing Committee Report Module ID: h_stcomrep_12_004
January 23, 2013 11:45am Carrier: Kasper
Insert LC: 13.0397.02001 Title: 04000

REPORT OF STANDING COMMITTEE
HB 1171: Industry, Business and Labor Committee (Rep. Keiser, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (14 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING). HB 1171 was placed
on the Sixth order on the calendar.

Page 1, line 2, after "benefits" insert "; and to amend and reenact section 47-30.1-07 of the
North Dakota Century Code, relating to the state's unclaimed property act"

Page 3, line 20, replace "pursuant to" with "under"

Page 3, line 21, replace "An" with "Within one hundred fwenty days following a potential
match identified as a result of a death master file or revised death master file match,

anll

Page 3, line 21, remove "upon the expiration of the"

Page 3, line 22, remove "statutory time period for escheat"

Page 3, line 28, replace "such" with "providing"

Page 3, line 28, after "notice" insert "under subsection 7"

Page 3, after line 30, insert:

"

pplication.

Section 47-30.1-07 and chapter 47-30.1, relating to unclaimed property,
apply to a contract or policy to the extent the laws do not conflict with this chapter.”

Page 4, after line 2, insert:

"SECTION 2. AMENDMENT. Section 47-30.1-07 of the North Dakota
Century Code is amended and reenacted as follows:

47-30.1-07. Funds owing under life insurance policies.

1. Funds held or owing under any life or endowment insurance policy or
annuity contract that has matured or terminated are presumed
abandoned if unclaimed for more than three years after the funds
became due and payable as established from the records of the
insurance company holding or owing the funds, but property described in
subdivision b of subsection 3 is presumed abandoned if unclaimed for
more than three years. If the policy or annuity contract provides for death
benefits and is covered under section 1 of this Act, the insurance

company shall comply with section 1 of this Act.

2. If a person other than the insured or annuitant is entitled to the funds and
an address of the person is not known to the company or it is not definite
and certain from the records of the company who is entitled to the funds,
it is presumed that the last known address of the person entitled to the
funds is the same as the last known address of the insured or annuitant
according to the records of the company.

3. For purposes of this chapter, a life or endowment insurance policy or
annuity contract not matured by actual proof of the death of the insured
or annuitant according to the records of the company is matured and the
proceeds due and payable if:

a. The company knows that the insured or annuitant has died; or

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_12_004
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b. (1) The insured has attained, or would have attained if the insured
were living, the limiting age under the mortality table on which
the reserve is based;

(2) The policy was in force at the time the insured attained, or
would have attained, the limiting age specified in paragraph 1;
and

(3) Neither the insured nor any other person appearing to have an
interest in the policy within the preceding three years,
according to the records of the company, has assigned,
readjusted, or paid premiums on the policy, subjected the
policy to a loan, corresponded in writing with the company
concerning the policy, or otherwise indicated an interest as
evidenced by a memorandum or other record on file prepared
by an employee of the company.

4. For purposes of this chapter, the application of an automatic premium
loan provision or other nonforfeiture provision contained in an insurance
policy does not prevent a policy from being matured or terminated under
subsection 1 if the insured has died or the insured or the beneficiary of
the policy otherwise has become entitled to the proceeds thereof before
the depletion of the cash surrender value of a policy by the application of
those provisions.

5. If the laws of this state or the terms of the life insurance policy require the
company to give notice to the insured or owner that an automatic
premium loan provision or other nonforfeiture provision has been
exercised and the notice, given to an insured or owner whose last known
address according to the records of the company is in this state, is
undeliverable, the company shall make a reasonable search to ascertain
the policyholder's correct address to which the notice must be mailed.

6. Notwithstanding any other provision of law, if the company learns of the
death of the insured or annuitant and the beneficiary has not
communicated with the insurer, within feur-months-afferninety days
following the company learning of the death, the company shall take

reasonable-steps-to-pay-the-proceeds-io-the-beneficiary;

a. Complete a good-faith effort, which the company shall document, to
confirm the death of the insured or annuitant against other available
records and information; and

b. Determine whether benefits are due in accordance with the
applicable insurance policy or annuity contract, and if benefits are
due in accordance with the applicable policy or contract the company
shall:

(1) Use good-faith efforts, which the company shall document, to
locate the beneficiary or beneficiaries; and

(2) Provide the appropriate claims forms or instructions to the
beneficiary or beneficiaries to make a claim, including the need
to provide an official death certificate, if applicable under the
policy or contract.

7. GCormmenecing-bwo-years-after-July-1-1985,-everyEvery change of
beneficiary form issued by an insurance company under any life or
endowment insurance policy or annuity contract to an insured or owner
who is a resident of this state must request the following information:

(1) DESK (3) COMMITTEE Page 2 h_stcomrep_12_004
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a. The name of each beneficiary, or if a class of beneficiaries is named,
the name of each current beneficiary in the class;

b. The address of each beneficiary; and

c. Therelationship of each beneficiary to the insured.”

Renumber accordingly

(1) DESK (3) COMMITTEE Page 3 h_stcomrep_12_004
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2013 SENATE STANDING COMMITTEE MINUTES

Senate Industry, Business and Labor Committee
Roosevelt Park Room, State Capitol

HB 1171
March 20, 2013
Job Number 20236

[] Conference Committee

Committee Clerk Signature & W

Explanation or reason for introduction of bill/resolution:

Relating to the state's unclaimed property act

Minutes: Testimony and Amendments Attached

Chairman Klein: Opened the hearing.

Representative Keiser: Introduced the bill. He handed out an amendment and also a
marked up bill with the amendment changes, Attachments (1&2). He gave background on
this issue. Two to three years ago when states, with the exception of North Dakota, were in
very difficult fiscal times an entrepreneurial group of individuals developed a company and
an approach. They did not come to the insurance commissioners in the states they went to
the treasurers in the various states. They said they had the potential to bring to the state,
into the unclaimed property, significant dollars. In unclaimed property when we put money
into unclaimed property the earnings from the unclaimed property dollars go to us. What
they recognized was that there existed in the life insurance area specifically many policies
that were being held by life insurance companies. The individual for whom that policy
provided coverage had died but it wasn'’t recognized that they had died and as a result the
monies were sitting in the reserves of the insurance companies. Traditionally life insurance
companies have followed the practice and it has been accepted by all of the regulators that
a policy becomes due and payable upon presentation of some official evidence of death.
They have to verify that the person you are requesting monies for was the insured and you
are a proper beneficiary. Life insurance companies have done an outstanding job and are
extremely motivated to make payments on legitimate claims. According to the ACLI about
93% of all policies are paid under traditional claims. That only leaves seven percent of the
policies that aren’t being claimed. The company said that the seven percent should be
transferred from the insurance company to the unclaimed property because those are the
tough ones that we can't find. Significantly more money is paid every year in the United
States through life insurance claims then is paid in social security for that year. The social
security department developed what is called the death master file. If you die you are going
to be listed on the death master file. The proprietary company that came along said, if you
give us the names of the policies within the companies, we can run a match against the
death master file and we will identify individuals that have died. They would then try to go
out and find the individuals. If they can't find them, those dollars would be transferred to the
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unclaimed property. This is how unclaimed property came into this thing. He continued to
go over the amendment. (:34-37:11)

Levi Andrist, American Council of Life Insurers: Written Testimony and Amendment
Attached (3&4). He had a couple of things that they wanted the committee to consider that
are different than what Representative Keiser recommended. (37:50-47:40)

Linda Fisher, Unclaimed Property Administrator, North Dakota Department of Trust
Lands: Written Testimony and Supplement to Testimony, Attached (5&6). (48-57:32)

Opposition

John R. Camillo, Senior Vice President, Secretary and Group Counsel of the Kemper
Home Service Companies: Written Testimony and Amendment Attached (7&8). (1:01-
1:18)

Senator Laffen: Asked John Camillo why Representative Keiser wouldn't have made it
prospective.

John Camillo: Said he noticed that Representative Keiser did not mention any of the
constitutional issues or any of the litigations. He isn't sure if he isn’t focusing on the legal
aspect of the bill as he has tried to do during his testimony.

Discussion and questions (1:20-1:28)
Neutral

Rebecca Ternes, Deputy Insurance Commissioner for the North Dakota Insurance
Department: Said it might be useful to talk about their role in these multistate examinations
that have been going on. What we are hearing about is a lot of lumping annuities with life
insurance, lumping companies that used the death master file to do one thing and not the
other. There regulatory concern was those companies that were using the DMF to stop
payments but not to then pay out payments. With regards to doing this prospectively only,
what they wouldn’t want to see is that it would not make the companies that were not using
the DMF's go back and make things right. They didn’t bring this legislation forward because
they are taking this on in another way. They are using market conduct exams, which the
regulator has a right to do, to go back and say you didn'’t do this right, you didn't treat these
policy holders right so fix it. They want policy holders to get the benefits that they paid for
and also want the companies to be able to stop payment when it is appropriate. (1:29:13-
1:31:25)

Chairman Klein: Asked if retroactive would not be right.
Rebecca Ternes: Said she isn't sure retroactive blanket would be right. To lump everything

together isn’t the right way to do it. They would want to sit down and go through this
language very carefully and all the amendments which they just received yesterday.
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Chairman Klein: Asked if this bill doesn’t pass does it change anything on how you do
business or if this passes does it help you.

Rebecca Ternes: Said that it doesn’t change what they are doing on the market conduct
side.

Discussion and questions (1:33-1:35)

Chairman Klein: Said he would have people work together and craft something that would
be in agreement with everyone involved. He closed the hearing.
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Explanation or reason for introduction of bill/resolution:

Relating to the state's unclaimed property act

Minutes: Discussion and Amendment

Chairman Klein: Called the meeting to order.

Levi Andrist, American Council of Life Insurers: The heart of the bill is it imposes
obligations on life insurers to use the death master file from the social security
administration to search for dead policy holders. It imposes obligations on a life insurance
company to do these searches and to find beneficiaries, to locate them to determine if
benefits are due and get them the appropriate forms. What is in the amendment is almost
everything Representative Keiser had in his amendment minus one primary concept. They
think the bill should only relate to searches of the death master file. He went over the
amendment. Amendment Attached (1). (:20-6:00)

Discussion of the amendment continued (6:01-11:22)

Chairman Kilein: Said he is going to have someone come from the insurance department.
He closed the meeting.
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Explanation or reason for introduction of bill/resolution:

Relating to the state's unclaimed property act

Minutes: Discussion, Amendment and Vote

Chairman Klein: Opened the meeting. Said he visited with the insurance regulators and
they made some changes on the amendments handed out by Levi Andrist yesterday. He
addressed the changes made to that amendment. Klein Amendment Attached (1).
Rebecca Ternes, Deputy Insurance Commissioner for the North Dakota Insurance
Department. She commented on the insurer having to make a good faith effort to
document, to confirm the death in other ways, to determine if the benefits are do and give
any forms that the beneficiaries need to make the claim.

Chairman Klein: Asked if they were comfortable with the language in the amendment,
13.0397.04004.

Rebecca Ternes: Said they were fine. This speeds up the process for life insurers. It
clarifies what they have to do to find people that are deceased and find their beneficiaries
and pay out the policies.

Senator Unruh: Moved to adopt the amendment, 13.0397.04004.

Senator Sinner: Seconded the motion.

Roll Call Vote: Yes -7 No -0 Absent-0 Motion Carried

Senator Sorvaag: Moved a do pass as amended on Engrossed HB 1171.

Senator Sinner: Seconded the motion.

Roll Call Vote: Yes -7 No -0 Absent -0 Motion Carried

Floor Assignment: Senator Sorvaag
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1171 5{

Page 1, line 9, after "contract" insert "issued in this state"

Page 1, line 20, after "insurance" insert "issued in this state"

Page 2, line 9, replace "Within ninety days of the effective date of this Act" with "Before
November 1, 2014"

Page 2, line 17, replace "ninety days" with "four months"

Page 2, line 20, remove the second "and"

Page 2, line 21, after "b." insert: "Review the insurer's records to determine whether the
individual who has died purchased any other products with the

insurer; and

c.

Page 3, line 8, after "4." insert: "Every insurer shall implement procedures to account for:

a. Nicknames, initials used in lieu of a first or middle hame, use of a
middle name, compound first and middle names, and interchanged
first and middle names;

b. Compound last names, maiden or married names, and hyphens,
blank spaces, and apostrophes in last names:

c. Incomplete date of birth data and transposition of the month and date
portions of a date of birth; and

d. Incomplete social security numbers.

5.“

Page 3, line 14, replace "5." with "6."
Page 3, line 17, replace "6." with "7."
Page 3, remove lines 21 through 30

Page 4, replace lines 1 and 2 with:

"Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file
comparisons and revised death master file comparisons required under this chapter to
the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic searchable
files, and to allow for phasing-in_compliance with this chapter according to an insurer's
plan and timeline approved by the commissioner."

Page 4, line 6, after "practices" insert "- Liability limitation"

Page No. 1 13.0397.04004



/’M A

Page 4, line 7, after the underscored period insert "This chapter does not create a private
cause of action for violation of this chapter. Once an insurer submits unclaimed life
insurance benefits or unclaimed retained asset accounts, plus any applicable accrued
interests, to the state abandoned property office in compliance with this chapter, the
insurer is relieved and indemnified from additional liability to any person relating to the
proceeds submitted. This indemnification from liability is in_addition to any other
protections provided by law."

Page 4, line 16, remove "If the policy or annuity contract provides for death benefits and is
covered under"

Page 4, remove line 17
Page 5, line 21, remove the underscored comma
Page 5, line 22, remove the overstrike over "four-months-afier"

Page 5, line 22, remove "ninety days following the company learning of"

Renumber accordingly

Page No. 2 13.0397.04004
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2013 SENATE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. 1171
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Legislative Council Amendment Number 13.0397.04004
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Motion Made By Senator Unruh Seconded By  Senator Sinner
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Chairman Klein X Senator Murphy X
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Absent 0

Floor Assignment
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Total (Yes) 7 No O
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REPORT OF STANDING COMMITTEE
HB 1171, as engrossed: Industry, Business and Labor Committee (Sen. Klein,
Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended,
recommends DO PASS (7 YEAS, 0 NAYS, 0ABSENT AND NOT VOTING).
Engrossed HB 1171 was placed on the Sixth order on the calendar.

Page 1, line 9, after "contract” insert "issued in this state"

Page 1, line 20, after "insurance" insert "issued in this state"

Page 2, line 9, replace "Within ninety days of the effective date of this Act" with "Before
November 1, 2014"

Page 2, line 17, replace "ninety days" with "four months"
Page 2, line 20, remove the second "and"
Page 2, line 21, after "b." insert: "Review the insurer's records to determine whether the

individual who has died purchased any other products with the
insurer; and

C.

Page 3, line 8, after "4." insert: "Every insurer shall implement procedures to account for:

a. Nicknames, initials used in lieu of afirst or middle name, use of a
middle name, compound first and middle nhames, and interchanged
first and middle names;

b. Compound last names, maiden or married names, and hyphens,
blank spaces, and apostrophes in last names;
c. Incomplete date of birth data and transposition of the month and

date portions of a date of birth; and

d. Incomplete social security numbers.

5."

Page 3, line 14, replace "5." with "6."
Page 3, line 17, replace "6." with "7."
Page 3, remove lines 21 through 30

Page 4, replace lines 1 and 2 with:

Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file
comparisons and revised death master file comparisons required under this chapter
to the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic
searchable files, and to allow for phasing-in compliance with this chapter according
to an insurer's plan and timeline approved by the commissioner."

Page 4, line 6, after "practices” insert "- Liability limitation"

Page 4, line 7, after the underscored period insert "This chapter does not create a private
cause of action for violation of this chapter. Once an insurer submits unclaimed life
insurance benefits or unclaimed retained asset accounts, plus any applicable

(1) DESK (3) COMMITTEE Page 1 s_stcomrep_54_010
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accrued interests, to the state abandoned property office in_ compliance with this
chapter, the insurer is relieved and indemnified from additional liability to any person
relating to the proceeds submitted. This indemnification from liability is in addition to
any other protections provided by law."

Page 4, line 16, remove "If the policy or annuity contract provides for death benefits and is
covered under"

Page 4, remove line 17
Page 5, line 21, remove the underscored comma

Page 5, line 22, remove the overstrike over "fourmeonths-after”

Page 5, line 22, remove "ninety days foliowing the company learning of"

Renumber accordingly

(1) DESK (3) COMMITTEE Page 2 s_stcomrep_54_010
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A BILL for an Act to create and enact a new chapter to title 26.1 of the North Dakota
Century Code, relating to unclaimed life insurance benefits; and to amend and reenact
section 47-30.1-07 of the North Dakota Century Code, relating to the state's unclaimed
property act.

Explanation or reason é{introduction of billlrgéolution:

Minutes: Handouts, attachments 1 and 2

Committee meeting opened. Roll call taken.

Chairman Keiser: I'll ask the Senate to explain the amendments, which | brought to their
committee. There are two additional changes which are of significance.

Senator Klein: These are the amendments you brought forth but with a couple tweaks.
Senator Sorvaag will explain them.

Senator Sorvaag: Working off the marked-up version of the first engrossment, explained
the Senate amendments.

4:00 Chairman Keiser: Almost everything you see in green as an amendment | brought
in, supported by the Insurance Department generally speaking. It was coming from a
working group from ACLI, American Council of Life Insurance Companies, trying to address
issues they were experiencing.

4:32 Chairman Keiser: Explained addition regarding rulemaking on page 4 of the bill.

5:35 Chairman Keiser: Distributed attachment 1, e-mail from Gerry Kraus. You have
heard it is difficult for small companies to do this type of thing. E-mail from Kraus indicates
that his small company has used the Death Master File when it was to their convenience.
There is not a life insurance company of any size that cannot access the Death Master File
and do a match.

7:35 Chairman Keiser: Distributed attachment 2, lawsuit in Kentucky. If you've had a
chance to read through this, the judge is pretty clear in his ruling that we have the authority
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to retrospectively apply this. This is a regulatory issue, not a contract issue. Kemper has
filed a motion for a reversal. Based on discussions I've had, the major concern of some life
insurance companies is what they were doing with that reserve.

10:00 Chairman Keiser: There are two areas that | cannot support. One is the three year
escheating. That does not serve the consumers of the state. It's important to recognize
that when a life insurance company is holding a policy and a claim is filed, the person
holding the claim does not have to request a payout immediately. They can leave it with
the insurance company and then putin a claim at any time. If a death has occurred but not
been recognized, we are asking them to do due diligence. | don't have a problem going
two one hundred twenty days from ninety days. There are proprietary companies with
which they can contract if they do not wish to do this that use many factors in addition to
the Death Master File to identify the location of the heirs. So it is not a process that
magically happens at two years that would not happen at six weeks. If we don't put a
reasonable time period in there and extend everything out to three years, companies may
wait to begin work on it until close to the end because they are benefitting from holding it in
reserve. Do you believe they will show the same level of effort over a three year period in
trying to find someone? If not, then why don't we transfer it to Unclaimed Properties?

13:04 Representative M. Nelson: | have only one major problem with the whole thing,
and that is with page 4, the rulemaking portion. As | read that, we are making the whole bill
subject to administrative rules. If we want the Commissioner to be able to extend or
something, then the bill should say that. Otherwise, literally we're giving the Commissioner
authority to overrule the entire statute with his rulemaking process.

13:40 Chairman Keiser: | have such a positive perception of our insurance department
relative to consumer protection. The rulemaking authority would be for exceptions. With
rulemaking, they have to come forward to the legislative body and present the rules. We
can always it if we think they're abusing it. This was added for the argument that if there is
a little company that still uses paper instead of electronic records, or if there's another hitch
in the system, this gives the insurance department to make an exception in the individual
case.

14:40 Senator Sorvaag: Page 2, line 9, we went to November 1. You were okay with
that?

Chairman Keiser: Agrees.

14:51 Senator Sorvaag: Page 2, line 17, the change in the number of days. Would you
like to see it going back?

Chairman Keiser: | could live with that. | think it's an unreasonable extension, but
needing to accommodate maybe something you heard.... | wanted them to jump in and do
the best they could to locate someone; | wanted to put the pressure on them to do that.
Going to November 1, 2014, extends it. Will they jump in with the same effort at the
beginning? That's the question.
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16:42 Senator Sorvaag: | think the four months is only one more month than what had
been written. I'm not sure why it was extended, but it didn't seem like a big deal to go one
more month. Representative M. Nelson brought up the rulemaking. Otherwise, the main
contention we're dealing with is the top of page 4. | cannot find the three years in here right
now, but it's in the code now.

16:18 Chairman Keiser: The current escheating laws, which apply to life insurance, are
three years after the recognition. The downside is that you escheat it to the state. The
state will earn interest on that investment, but the heir will not receive the interest. This
takes the incentive of holding it for a long time and escheating it anyway.

Senator Sorvaag: But they still have to make a search semi-annually during that three
year period.

Chairman Keiser: That is correct, but then they have to make their effort to find them.
There is sort of disincentive to find them. To leave that money in is a real incentive.

17:21 Senator Sinner: I'd like to agree with you on the time period. | think these
companies have an advantage to contact a beneficiary to try to make a deal. We all know
that they try to make a deal to provide terms to keep the money in the company and
provide benefits over a long term. Without the pressure to get that done, they are going to
wait until the end. | agree with you on the three year thing.

17:58 Senator Klein: | think what happened is we took your amendments and worked
with representatives from the ACLI. They crafted some amendments. | sat down with the
insurance department. We uncrafted some and picked some, and this is where we wound
up. We are open to discussion. We're looking whether or not we need compromise. |f
we're providing major roadblocks for the industry, | don'tknow. You certainly make a great
case. We're willing to work with you to make this better. Also, we're open to reach out to
the industry regarding the time period.

Chairman Keiser: | don't have a lot of objection to the change on page 2 moving from
ninety days to before November 1. That gives them more time to get set. The second one
on line 17, ninety days to four months, that's thirty more days and is not a deal breaker.
There is one insurance company that strongly opposes the portion on page 3, lines 10-17.
This is an area that makes sense. Gave example. Despite their objection, | do support
that. | do support the rulemaking. We can vote on individual parts of this is the committee
wishes. Did you delete lines 9 and 10 on page 57 It appears to have been in the original
bill but is stuck on the marked-up version. It's redundant?

Senator Klein: | believe it was for cleanup.

Chairman Keiser: If we could move to accede to the Senate's amendments but further
amend on page 4, subsections 7 and 8. The only question left would be regarding the one
hundred and twenty days. They felt that was too short; they're proposal was to go to three
years, which is what was accomplished by deleting this. Their real position is one year. My
position, if not one hundred and twenty days, is six months. If you haven't found someone
in six months, send the property. If | were a small to medium company, | might escheat
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immediately. There is nothing that precludes that. Why spend the money looking? We are
out of time. If we could think about that, we will reconvene.

Senator Klein: We are certainly here to listen to that. It was trying to work with the
industry. If you want to try to work with the industry and get this as close as we think we
can get it, we're open to your interpretations. We appreciate that.

Chairman Keiser: We will reschedule and will be back soon.
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Explanation or reason %troduction of bill/regolution:
A BILL for an Act to create and enact a new chapter to title 26.1 of the North Dakota
Century Code, relating to unclaimed life insurance benefits; and to amend and reenact
section 47-30.1-07 of the North Dakota Century Code, relating to the state's unclaimed

property act.

Minutes: Handouts, attachments 1-4

Committee called to order.

Chairman Keiser: Distributed attachment 1, e-mail from Levi Andrist expressing the
concerns of ACLI. The concern deals primarily with the period for escheating. Distributed
attachment 2, proposed amendment 13.0397.04005. Distributed attachment 3, a marked-
up version of the bill featuring the proposed attachment 13.0397.04005. The amendments
are basically the same, with the critical points on page 4 of the marked-up bill, Subsection
8. These amendments move it from one hundred twenty days to six months following a
potential match. That would be the period of review up which escheating would occur.
Jennifer Clark shared that she had a discussion with the Unclaimed Properties Division.
Currently, the state's Unclaimed Properties Division is at three years for everything outside
of this. The director of the Unclaimed Properties Division told Jennifer that it would be nice
to move everything on the escheating side to the one year. Three years probably is too
long. | don't disagree with that, other than we don't have the opportunity at this point to
have a public hearing on that. | would be reticent at this point to move the entire code and
the escheating side to one year without the input from retail, hospitality, and some of the
other areas. This bill deals with a specific issue.

4:02 Linda Fisher, Unclaimed Property Administrator: | did speak with Jennifer Clark.
The one year | suggested was just for this property type, not for the entire section.

4:21 Chairman Keiser: | misunderstood. Moving this to one year is the recommendation
from Unclaimed Properties Division. Another component in the amendment is to remove
the overstrike on page 5, Subsection 1 of Section 2. The Senate has placed an overstrike
on what is now underlined on the marked-up version (attachment 3). That is a critical piece
of language to put back in. There are some products sold by the life insurance industry that
would not be appropriate to this section of law.
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5:41 Senator Sorvaag: | have additional amendments. Mainly my amendment would be
what you did in Subsection 8, but it changed the one hundred twenty days to one year
instead of six months. I'm not sure if the other areas in your amendment were brought in
by mine. Distributed proposed amendment 13.0397.04006, attachment 4.

Chairman Keiser: | do think that is the primary sticking point.

Senator Sorvaag: This removed the underscore on page 5 as well. | think the only
difference is the one year instead of six months.

Representative M. Nelson: The other difference is page 2, line 17, insertion of word
potential is on attachments 3, not on attachment 4 from Senator Sorvaag.

9:00 Chairman Keiser: Potential is appropriate there. Related example. | can certainly
live with one year if that's the only thing holding this up. | don't pass legislation to meet
ACLI's needs. We pass legislation for the citizens of North Dakota

10:42 Representative Sukut: | think on page 2, line 17, there is also another difference.
In your amendment, Chairman Keiser, it says six months. In Senator Sorvaag's
amendment, it says four months.

Chairman Keiser: So that actually shortens the time period.

Senator Sorvaag: | didn't know you had your amendment, Chairman Keiser, so she
worked off the Senate Engrossed one. We definitely have to take these and get them on
the same page. There are some discrepancies. We need to go through this to make sure
there is nothing else.

Chairman Keiser: That makes sense. We want this to be right. With that, Senator
Sorvaag, if you want to ask Jennifer Clark to run out a marked-up copy for us. We can
have the marked-up copy given to Senator Sorvaag but also have about five copies made
available at the desk for parties to pick up in advance of our next meeting.

12:20 Senator Klein: | see another concern of ACLI, regarding page 5, line 9. They're
suggesting we leave out the portion Chairman Keiser's amendment put back in. Isn't that
just clarifying? I'm wondering why they wouldn't want to leave that in.

Chairman Keiser: We could ask for their comment.

Senator Klein: It seems to me it does not create any more....

Chairman Keiser: It actually is protection for them. Otherwise, every one of their products
could fall under this section. Jennifer Clark was adamant that if we leave this in, every one
of their products falls under this law. She didn't think that would necessarily be beneficial to
the life insurance industry.

Senator Klein: Leaving it in would be good....
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Chairman Keiser: It would be good for the life insurance industry according to Jennifer
Clark. But they don't necessarily agree. It doesn't hurt to leave it in.

Senator Sinner: Are we going to change the provision on page 2 to six months as you
had it?

Chairman Keiser: That date is different than the other date. | believe that stays at six
months.

Senator Sorvaag: My intent was to have Jennifer Clark change your six months to year
and to leave the rest of your amendment. We'll go to 13.0397.04005 and have her change
six months to one year and stay with the rest of that amendment.

Meeting adjourned; will be rescheduled.
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Explanation or reasonéor introduction of bill/resojition:

A BILL for an Act to create and enact a new chapter to title 26.1 of the North Dakota
Century Code, relating to unclaimed life insurance benefits; and to amend and reenact

section 47-30.1-07 of the North Dakota Century Code, relating to the state's unclaimed
property act.

Minutes: Attachments 1 and 2

Meeting called to order. Roll taken.

Senator Sorvaag: Distributed attachment 1, proposed amendment 13.0397.04008.
Distributed attachment 2, marked-up version of proposed amendment 13.0397.04008.
Walked through proposed amendment. Once the twelve months is up, they have thirty
days to move the funds to the state.

3:07 Chairman Keiser: If we look at page 2, subsection 2, and we look at subsection 7
and we make those consistent with the twelve months, what are we doing with page 6,
subsection 6? It says the same thing but slightly differently, and it leaves a window open.
What is that doing?

Linda Fisher, Unclaimed Properties Division: (faint audio) The thirty days makes it
clumsy under the statutes. In North Dakota, the report and money come at the same time.
We are a report/remit state. There is a twelve month time already. I'm not sure why the
thirty days was added outside of the twelve month period. Referring to page 4.

4:53 Senator Sorvaag: The term immediately is very quick. Atthe end of the search time
of twelve months, they have thirty days to send the funds and send the report. They can do
it in a day if they want. Until Unclaimed Property got possession, it could be thirteen
months.

Rebecca Ternes, Insurance Department: How do you sync that with twelve months?

Senator Sorvaag: That is the problem, and I'd have to go back to Jennifer Clark to find
out.
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Chairman Keiser: Sub-item number 6, | am not sure what we need it for. The way it is
written now, it is redundant with previous sections.

Senator Sorvaag: I'd have to ask Jennifer Clark. | know it was something she was
concerned about and wanted.

6:46 Jacob Geiermann, legal intern with the House IBL committee: Looking at the
marked-up version 04008, page 3, lines 27-30. This section is in Section 1 of the bill and is
regarding the Death Master File. There is a question about the inconsistency between the
last section of the bill and this portion. If you look at Subsection 7 in this marked-up
version, it essentially says that the property will escheat to the state as unclaimed property
under chapter 47-30.1. The escheatdoesn't happen under this per se, but it referenced the
unclaimed property statute. I'd now point you to page 6, lines 15 to the end of the bill. This
would be the operative section for the twelve month escheat. In the new law that is being
written, it references this section of the code which typically would have to be consistent
with one another.

8:08 Chairman Keiser: Look at page 2, subsection 2.

Jacob Geiermann: Are you referencing the slight differences in the section?

Chairman Keiser: It's basically saying the same thing with a slight difference. This is what
the insurer must do on subsection 2, page 2. We are saying it has to be escheated in
twelve months, regardless of what the other escheat laws in the state are. What then does
subsection 6 on page 6 add?

Jacob Geiermann: | believe that that section would be the statute that would actually
escheat the property to the state.

Chairman Keiser: But it doesn't say that.
Jacob Geiermann: That is in 47-30.1.
Chairman Keiser: If you read what six says, it has nothing to do with that.

Jacob Geiermann: | will defer to Jennifer Clark. | believe the intent of referencing 47 was
to have that section be the operative escheat provision.

Chairman Keiser: We need to ask Jennifer Clark to check that.

Senator Sorvaag: | think you're right. My understanding is that it was to put consistency.
Chairman Keiser: Clearly section 2 deals with funds owing under life insurance policies.
We need to say what happens to funds owing. The current subsection 6 gives another

indication that they have to do this good search, but it doesn't do anything more than that.
It doesn't say they have to escheat the properties.
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Jacob Geiermann: | would also say that because the earlier provision only says it
escheats pursuant to this section, that section 1 on its own would not have that operation. |
think the language would need to be clarified to ensure it's a shorter escheat period than
the three year period.

Chairman Keiser: It seems to me there almost has to be a third part that says that upon
not finding, the funds are transferred. But maybe that is covered in previous sections. If
we read what subsection 6 says, not what we want it to say, it says nothing new from the
other sections. If this is the transfer of the dollars, we need the dollars transferred.

Linda Fisher: (audio faint) If you take out section 6, then all you have left in the
unclaimed property code is the three year.

Chairman Keiser: | think Jennifer Clark may have missed a part C which was on my
original amendment.

Jacob Geiermann: Chairman Keiser's .04005 proposed amendment had it. It would have
had language that said that the company shall report and deliver the unclaimed property to
the administrator as abandoned property. It does not use the word escheat, but | think the
language in Chairman Keiser's proposed amendment would have had that effect.

Chairman Keiser: |s that someplace else in the bill?
Senator Sorvaag: That's what we talked about at the end that | had taken out.
(audio faint)

Chairman Keiser: | think we need to make sure this is right so that we get the outcome
we desire. You guys asked for that to be removed, or not? Levi, will you come up?

13:52 Levi Andrist, representing the American Council of Life Insurers: Our initial
proposal on the Senate side was to leave the escheat abandoned unclaimed property
statute out of this, to keep to the bill as Chairman Keiser introduced it without the
escheating language. The escheating language right now for policies subject to the DMF
searches is section 9 on page 4. Read from Senator Sorvaag's amendment, attachment 2.
Linda has said that within thirty days makes it different than all other types of property that
is submitted to the state's unclaimed property office. We proposed removing immediately,
and then not adding within thirty days and then leaving it within the existing unclaimed
property code. If you remove the thirty days and leave out the word immediately, there is
already a twelve month notification requirement under section 8 of the bill. My
incorporating that into 47-30.1, by operation of law, it would be a one year escheat. | don't
think the thirty days adds benefit to the industry or to consumers; it complicates the
reporting period for the Unclaimed Property Division. Elaborated.

Senator Sorvaag: But the thirty days was put in from our discussion.

Levi Andrist: | believe Chairman Keiser suggested thirty days, and we said that is fine
with us. It doesn't need to hold up the bill. I'm trying to identify the concern Linda has.
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Linda Fisher: It makes it thirteen months whereas everything else is twelve.

Levi Andrist: If you take out that thirty days, the implicit understanding by operation of law
is that it remains at twelve months but that your reporting requirements are still under the
existing unclaimed property code. NCOIL developed this bill through section 7. It's
sections 8 and 9 that were not drafted through NCOIL to properly communicate with the
existing unclaimed property code.

Chairman Keiser: But we didn't have a drafting note that said we have to make it specific
to each state's operation. We do have to address that. Don't you agree?

Levi Andrist: Absolutely. ACLI's position in the Senate side was that the NCOIL model
was acceptable. Since then, ACLI has come to the position that that is important to this
committee, and we can work with that, within the one year notification and escheating
timeframe. | think the .04008 draft does that, except for the fact that the administrative
timelines do not mesh.

Chairman Keiser: Explain subsection 6 on page 6. What does it do that we haven't
covered?

Levi Andrist: The initial part of the bill governs policies subject to Death Master File
searches. Section 6 on page 6 is not specific to policies subject to Death Master File
searches.

Chairman Keiser: It has everything to do with funds owing under life insurance policies.
We want to transfer the dollars. What does Subsection 6 do without the language which
you asked to have removed which requires the transfer of the dollars?

Levi Andrist: | don't think Section 6 operates as a mechanism for transferring the dollars.

Chairman Keiser: Not in the way it is here. You asked for that paragraph, the third part,
to be removed.

Levi Andrist: Of Section C, which was your amendment yesterday. That's because we
feel that language was duplicative of what already exists in subsections 8 and 9 of section
1 of the bill.

Chairman Keiser: You just admitted that those first sections deal with the Death Master
File. Section 2 deals with the transfer of the property. Are you telling me Section 2 does
not deal with the transfer?

Levi Andrist: It does, but Section 1 does as well.

Chairman Keiser: | don't think so.

Levi Andrist: Read from subsection 9. So there are two transfer provisions, one in each
of the sections of the bill.
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Chairman Keiser: Wel'll take it back to Jennifer Clark and ask why we need Section 2.

Levi Andrist: We suggested in the Senate side that the existing unclaimed property laws
not be amended or modified.

Chairman Keiser: But we are modifying them, so we have to make some other changes.
Levi Andrist: | think that is the decision for this committee.

Chairman Keiser: The committee has agreed to the one year modification.

Levi Andrist: That's the largest concern of ACLI.

Senator Sorvaag: We are right on the dates; we need to clarify the language.

Chairman Keiser: We'll adjourn and then get Legislative Council to respond.

Senator Sinner: Are we going to remove the thirty days in that other section?

Chairman Keiser: We certainly can. | thought | was doing the companies a service by
putting within thirty days.

Senator Sinner: | think we should.

Chairman Keiser: The term that was there was immediately. Now you're going to be
transferring maybe thirty times a month as you recognize a match and you cannot find
them and you hit the twelve month period. As of that date, you're going to transfer. |
thought putting thirty days in gave them a cushion to sort of batch the transfer, but if not, I'm
happy to take it out.

Senator Sinner: | understand that, but there are only twenty working days a month.

Linda Fisher: But you're only running the report twice a year.

Chairman Keiser: It would be just at those points; it won't be at the twelve months.
Sometimes it would be eighteen months before escheating. Elaborated.

Linda Fisher: They have up to twelve months after each of those runs.

Chairman Keiser: Senator Sorvaag, maybe you and | could walk up together to Jennifer
Clark.

Meeting adjourned. Will reschedule.
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Explanation or reason for introduction of bill/resolution; '

A BILL for an Act to create and enact a new chapter to title 26.1 of the North Dakota
Century Code, relating to unclaimed life insurance benefits; and to amend and reenact
section 47-30.1-07 of the North Dakota Century Code, relating to the state's unclaimed
property act.

Minutes: Proposed amendment and marked-up version,
attachments 1 and 2

Meeting called to order. Roll call taken.

Senator Sorvaag: Distributed proposed attachments 1 and 2. Attachment 1 is proposed
amendment 13.0397.04009. Attachment 2 is marked-up version 13.0397.040089.

Chairman Keiser: | have asked Jennifer Clark from Legislative Council to walk us through
the bill and the newest amendments.

1:01  Jennifer Clark, Legislative Council: Referring to 13.0397.04009 marked-up
version, attachment 2, walked through the bill and the newest amendments.

10:54 Chairman Keiser: As | understand this, the first part deals with the application of
the Death Master File, section 1. We have the twelve month period where the company will
look for them. Section 2 is an attempt to look at those other policies where the
escheatment law would have remained at three years when they reached the potential
death. If they don't find the beneficiaries in the one year period, they escheat the dollars at
the end of that period to be consistent with Section 1.

Jennifer Clark: Another thing it catches is that these insurance companies may have a
reason to know a policy holder has passed away. Elaborated.

Chairman Keiser: It doesn't require the application for a claim. If they have a reason to
know, it would go into the one year escheatment process. Any questions for Jennifer?

Chairman Keiser: What is the correct motion?
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Jennifer Clark: There is conflict between these changes and the ones the second
chamber did, so we'd recede from the Senate amendments and amend. Explanation.

13:25 Senator Sorvaag: Made motion that Senate recede from its amendments and that
we further amend with amendment 13.0397.04009.

Motion seconded by Senator Klein.

Roll call vote. Yes =6, No = 0. Motion carries.
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1171

That the Senate recede from its amendments as printed on pages 1225 and 1226 of the House
Journal and pages 968 and 969 of the Senate Journal and that Engrossed House Bill No. 1171
be amended as follows:

Page 1, line 9, after "contract" insert "issued in this state"

Page 1, line 20, after "insurance" insert "issued in this state"

Page 2, line 9, replace "Within ninety days of the effective date of this Act" with "Before
November 1, 2014"

Page 2, line 17, replace "pinety days" with "twelve months"

Page 2, line 17, after the first "the" insert "potential”
Page 2, line 20, remove the second "and"

Page 2, line 21, after "b." insert "Review the insurer's records to determine whether the
individual who has died purchased any other products with the insurer; and

Page 3, line 8, after "4." insert "Every insurer shall implement procedures to account for:

a. 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;

b. Compound last names, maiden or married names. and hyphens,
blank spaces, and apostrophes in _last nhames;

c. Incomplete date of birth data and transposition of the month and date
portions of a date of birth: and

d. Incomplete social security numbers.
5'H

Page 3, line 14, replace "5." with "6."
Page 3, line 17, replace "6." with "7."

Page 3, line 20, replace "under chapter 47-30.1" with "as provided under this chapter"

Page 3, line 21, replace "7." with "8."

Page 3, line 21, replace "one hundred twenty days" with "twelve months"

Page 3, line 22, replace "notify" with ";
a. Notify"

Page 3, line 23, remove the underscored colon

Page No. 1 13.0397.04009



Page 3, line 24, replace "a. A" with "a"

Page 3, line 25, after "submitted" insert "and completed"

Page 3, line 25, remove the underscored semicolon

Page 3, line 26, replace "b

The" with "that the"

Page 3, line 28, replace the underscored period with "and unable to complete the necessary
payment; and"

Page 3, line 29, replace "8." with "b."

Page 3, line 29, replace "Upon providing notice under subsection 7, an insurer immediately
shall submit the" with "Submit any"

Page 4, line 1, remove "as provided"

Page 4, after line 2, insert:

"9, Except as otherwise provided under this chapter, chapter 47-30.1 applies
to the escheatment of unclaimed life insurance benefits or unclaimed
retained asset accounts.

Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file
comparisons and revised death master file comparisons required under this chapter to

the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic searchable
files, and to allow for phasing-in compliance with this chapter according to an insurer's
plan and timeline approved by the commissioner."

Page 4, line 6, after "practices" insert "- Liability limitation"

Page 4, line 7, after the second underscored period insert "This chapter does not create a
private cause of action for violation of this chapter. Once an insurer submits unclaimed

life insurance benefits or unclaimed retained asset accounts, plus any applicable
accrued interests, to the state abandoned property office in compliance with this
chapter, the insurer is relieved and indemnified from additional liability to any persen
relating to the proceeds submitted. This indemnification from liability is in addition to
any other protections provided by law."

Page 4, line 11, overstrike "Funds" and insert immediately thereafter "Except as otherwise
provided under this section, funds"

Page 4, line 12, overstrike "more than"

Page 4, line 13, overstrike "three years" and insert immediately thereafter "one year"
Page 4, line 14, overstrike ", but property described in"

Page 4, overstrike line 15

Page 4, line 16, overstrike "years"

Page 4, line 16, after "is" insert "a policy"

Page 4, line 25, after the first "the" insert "insurance"
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Page 4, line 26, overstrike "that" and insert immediately thereafter "of the potential death of"

Page 4, line 26, overstrike "has died" and insert immediately thereafter “, in which case the
company shall comply with subsection 6"

Page 5, line 20, overstrike "Notwithstanding any other provision of law, if* and insert
immediately thereafter "If"

Page 5, line 20, after the second "the" inserf "death or potential"

Page 5, line 21, overstrike "and the beneficiary has not communicated with the insurer"
Page 5, line 22, after "feur" insert "twelve"

Page 5, line 22, remove the overstrike over "menths"

Page 5, line 22, remove "ninety days"

Page 5, line 22, after the second "the" insert "death or potential"

Page 5, remove line 26

Page 5, line 27, after "b." insert "Review the insurer's records to determine whether the
individual who has died purchased any other products with the insurer;

C"

Page 6, line 3, replace the underscored period with ", and

d. Report and deliver the unclaimed property to the administrator as
abandoned property if the benefits are due in accordance with the

applicable insurance policy or annuity contract and the beneficiary has

not submitted and completed a claim with the insurer."

Renumber accordingly
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Com Conference Committee Report Module ID: h_cfcomrep_69_004
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Insert LC: 13.0397.04009

REPORT OF CONFERENCE COMMITTEE
HB 1171, as engrossed: Your conference committee (Sens. Sorvaag, Klein, Sinner and
Reps. Keiser, Sukut, M. Nelson) recommends that the SENATE RECEDE from the
Senate amendments as printed on HJ pages 1225-1226, adopt amendments as
follows, and place HB 1171 on the Seventh order:

That the Senate recede from its amendments as printed on pages 1225 and 1226 of the
House Journal and pages 968 and 969 of the Senate Journal and that Engrossed House Bill
No. 1171 be amended as follows:

Page 1, line 9, after "contract" insert "issued in this state"

Page 1, line 20, after "insurance" insert "issued in this state"

Page 2, line 9, replace "Within ninety days of the effective date of this Act" with "Before
November 1, 2014"

Page 2, line 17, replace "ninety days" with "twelve months"
Page 2, line 17, after the first "the" insert "potential”
Page 2, line 20, remove the second "and"

Page 2, line 21, after "b." insert "Review the insurer's records to determine whether the
individual who has died purchased any other products with the insurer; and

C"

Page 3, line 8, after "4." insert "Every insurer shall implement procedures to account for:

a. 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;

b. Compound last names, maiden or married names, and hyphens,
blank spaces. and apostrophes in last names:

c. Incomplete date of birth data and fransposition of the month and
date portions of a date of birth; and

d. Incomplete social security numbers.

.Q-_"
Page 3, line 14, replace "5." with "6."
Page 3, line 17, replace "6." with "7."

Page 3, line 20, replace "under chapter 47-30.1" with "as provided under this chapter"

Page 3, line 21, replace "7." with "8."

Page 3, line 21, replace "one hundred fwenty days" with "twelve months"

Page 3, line 22, replace "notify" with ";
a. Notify"

Page 3, line 23, remove the underscored colon

Page 3, line 24, replace"a. A" with "a"

(1) DESK (2) COMMITTEE Page 1 h_cfcomrep_69_004
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Page 3, line 25, after "submitted" insert "and completed"
Page 3, line 25, remove the underscored semicolon
Page 3, line 26, replace "b. The" with "that the"

Page 3, line 28, replace the underscored period with "and unable to complete the necessary
payment; and"

Page 3, line 29, replace "8." with "b."

Page 3, line 29, replace "Upon providing notice under subsection 7, an insurer immediately
shall submit the" with "Submit any"

Page 4, line 1, remove "as provided"
Page 4, afterline 2, insert:
"9. Except as otherwise provided under this chapter, chapter 47-30.1 applies

to the escheatment of unclaimed life insurance benefits or unclaimed
retained asset accounts.

Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file
comparisons and revised death master file comparisons required under this chapter
to the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic
searchable files, and to allow for phasing-in compliance with this chapter according
to an insurer's plan and timeline approved by the commissioner."

Page 4, line 6, after "practices"” insert "- Liability limitation"

Page 4, line 7, after the second underscored period insert "This chapter does not create a
private cause of action for violation of this chapter. Once an insurer submits
unclaimed life insurance benefits or unclaimed retained asset accounts, plus any
applicable accrued interests, to the state abandoned property office in compliance
with this chapter, the insurer is relieved and indemnified from additional liability to
any person relating to the proceeds submitted. This indemnification from liability is in
addition to any other protections provided by law."

Page 4, line 11, overstrike "Funds" and insert inmediately thereafter "Except as otherwise
provided under this section, funds"

Page 4, line 12, overstrike "more than"

Page 4, line 13, overstrike "three years" and insert immediately thereafter "one year"
Page 4, line 14, overstrike ", but property described in"

Page 4, overstrike line 15

Page 4, line 16, overstrike "years"

Page 4, line 16, after "is" insert "a_policy"

Page 4, line 25, after the first "the" insert "insurance"

Page 4, line 26, overstrike "that" and insert immediately thereafter "of the potential death of"

(1) DESK (2) COMMITTEE Page 2 h_cfcomrep_69_004



Com Conference Committee Report Module ID: h_cfcomrep_69_004
April 18, 2013 4:32pm
Insert LC: 13.0397.04009

Page 4, line 26, overstrike "has died" and insert inmediately thereafter ", in which case the
company shall comply with subsection 6"

Page 5, line 20, overstrike "Notwithstanding any other provision of law, if" and insert
immediately thereafter "If"

Page 5, line 20, after the second "the" insert "death or potential"

Page 5, line 21, overstrike "and the beneficiary has not communicated with the insurer”
Page 5, line 22, after "fouf" insert "twelve"

Page 5, line 22, remove the overstrike over "monrths"

Page 5, line 22, remove "ninety days"

Page 5, line 22, after the second "the" insert "death or potential"

Page 5, remove line 26

Page 5, line 27, after "b." insert "Review the insurer's records to determine whether the
individual who has died purchased any other products with the insurer;

C"

Page 6, line 3, replace the underscored period with ", and

d. Report and deliver the unclaimed property to the administrator as
abandoned property if the benefits are due in accordance with the
applicable insurance policy or annuity contract and the beneficiary
has not submitted and completed a claim with the insurer."

Renumber accordingly

Engrossed HB 1171 was placed on the Seventh order of business on the calendar.
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IN SUPPORT OF HOUSE BILL NO. 1171

Industry, Business, and Labor Committee
January 21, 2013

Mr. Chairman and members of the Committee, | am Linda Fisher, Unclaimed Property

Administrator for the ND Department of Trust Lands. | am here today to testify in support of
House Bill 1171 as it relates to owners’ rights and the North Dakota Uniform Unclaimed Property
Act (the Act).

As you may know, the Act, found in NDCC 47-30.1, and adopted in some form in all 50 states and
four Canadian provinces, has been in effect and administered by the Board of University and
School Lands in North Dakota since 1975. In the interest of consumer protection, the Act requires
that after a certain time period has elapsed, business owners report unclaimed financial assets to
respective State Unclaimed Property Administrators. Inturn, the States undertake initiatives aimed
at returning the property to the rightful owner or their heirs.

While the Act exempts certain property types (such as gift certificates and cooperative patronage
dividends) from reporting, life insurance death benefits have long been a reportable property under
explicit language found in NDCC 47-30.1-07 (Funds owing under life insurance policies). Since
2010, the North Dakota Board of University and School Lands’ Unclaimed Property Division, has
been under contract with multiple firms to conduct multi-state compliance reviews specifically in the
area of unpaid and unreported death benefits. Generally speaking, those review procedures are
being carried out in the manner described within this bill.

It should be noted that life insurance companies do have reporting histories in North Dakota, but
what has historically been received may have been limited to uncashed checks on policies where
claims were initiated by knowing beneficiaries. However, it goes without saying that many
beneficiaries are in fact “unknowing”.

Life insurance companies already utilize master death indexes to identify deceased policy holders
for purposes of discontinuing distributions to decedents. This proposed legislation essentially
requires that the same information be gathered on behalf of beneficiaries as well. The language
requiring that reasonable attempts be made to identify and notify policy beneficiaries provides a
practical approach to enabling those beneficiaries to receive the funds to which they are entitled
under the terms of the policy.

Further, the reporting of residual proceeds to the States’ unclaimed property program provides
even more opportunities for missing and/or unlocatable beneficiaries to be made aware that the
asset exists and is waiting to be claimed.

As such, we respectfully request a “do pass” recommendation of HB 1171,



Linda Fisher - Unclaimed Property Administrator
Supplement to Testimony in Support of House Bill 1171
House IBL — 01-21-13

47-30.1-07. Funds owing under life insurance policies.

1. Funds held or owing under any life or endowment insurance policy or annuity contract that has
matured or terminated are presumed abandoned if unclaimed for more than three years after the
funds became due and payable as established from the records of the insurance company holding
or owing the funds, but property described in subdivision b of subsection 3 is presumed abandoned
if unclaimed for more than three years.

2. If a person other than the insured or annuitant is entitled to the funds and an address of the
person is not known to the company or it is not definite and certain from the records of the
company who is entitled to the funds, it is presumed that the last known address of the person
entitled to the funds is the same as the last known address of the insured or annuitant according to
the records of the company.

3. For purposes of this chapter, a life or endowment insurance policy or annuity contract not
matured by actual proof of the death of the insured or annuitant according to the records of the
company is matured and the proceeds due and payable if:

a. The company knows that the insured or annuitant has died; or

b. (1) The insured has attained, or would have attained if the insured were living, the
limiting age under the mortality table on which the reserve is based;

(2) The policy was in force at the time the insured attained, or would have attained, the
limiting age specified in paragraph 1; and

(3) Neither the insured nor any other person appearing to have an interest in the policy
within the preceding three years, according to the records of the company, has
assigned, readjusted, or paid premiums on the policy, subjected the policy to a loan,
corresponded in writing with the company concerning the policy, or otherwise
indicated an interest as evidenced by a memorandum or other record on file
prepared by an employee of the company.

4. For purposes of this chapter, the application of an automatic premium loan provision or other
nonforfeiture provision contained in an insurance policy does not prevent a policy from being
matured or terminated under subsection 1 if the insured has died or the insured or the beneficiary
of the policy otherwise has become entitled to the proceeds thereof before the depletion of the
cash surrender value of a policy by the application of those provisions.

5. If the laws of this state or the terms of the life insurance policy require the company to give
notice to the insured or owner that an automatic premium loan provision or other nonforfeiture
provision has been exercised and the notice, given to an insured or owner whose last known
address according to the records of the company is in this state, is undeliverable, the company
shall make a reasonable search to ascertain the policyholder's correct address to which the notice
must be mailed.

6. Notwithstanding any other provision of law, if the company learns of the death of the insured or
annuitant and the beneficiary has not communicated with the insurer within four months after the
death, the company shall take reasonable steps to pay the proceeds to the beneficiary.

7. Commencing two years after July 1, 1985, every change of beneficiary form issued by an
insurance company under any life or endowment insurance policy or annuity contract to an insured
or owner who is a resident of this state must request the following information: a. The name of
each beneficiary, or if a class of beneficiaries is named, the name of each current beneficiary in the
class; b. The address of each beneficiary; and c. The relationship of each beneficiary to the
insured.
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Monday, January 21, 2013

House Biil 1171 ~ An Act Relating to Unclaimed Life Insurance Benefits

Chairman Keiser, Vice Chairman Sukut and members of the Committee, thank you for your interest in the
our position on House Bill 1171, a bill relating to unclaimed life insurance benefits. The American Council
of Life Insurers ("ACLI") is a national trade association with more than 300 legal reserve life insurer and
fraternal benefit society member companies operating in the United States. ACLI members represent
more than 90 percent of the assets and premiums of the life insurance and annuity industry. There are
260 ACLI member companies licensed to do business in North Dakota, accounting for 91 percent of the
ordinary life insurance in force in the state.

Thank you Representatives Keiser and Kasper for introducing important legislation clarifying life insurer
duties regarding unclaimed benefits. The life insurance industry recognizes the critical importance of
prompt and timely payment of claims, which is reflected in their strong record of meeting their obligations
to policyholders. In 2012 alone, life insurers paid out more than $62 billion in life insurance benefits to
policyholders. While the amount of unclaimed life insurance benefits at issue represents a very small
percentage of total claims paid, we know the percentages represent real people. Accordingly, life insurers
are taking proactive measures to identify deceased policyholders and locate their beneficiaries to assist
them with making a claim. However, there are currently state standards for these efforts only in three
states, to date. For these reasons, ACLI supports uniform and appropriate standards for the
administration of unclaimed policy benefits.

The issue of standards for unclaimed life insurance benefits is evolving rapidly and there has been much
legislative, regulatory and judicial activity since the announcement of the first multistate settlement
agreement between a major life insurer and state unclaimed property administrators in Spring 2011.
Unfortunately, the judicial, legislative and regulatory response has produced outcomes that are
inconsistent. For example:

« The multistate settlement agreements announced so far between life insurers and insurance
regulators or unclaimed property administrators are not uniform in material respects;

+ State laws enacted to date, based on a model law developed by the National Conference of
Insurance Legislators, vary in key respects, such as the frequency of U.S. Social Security Death
Mater File searches (KY —quarterly; MD — semi-annually; AL — once every three years), the search
methodology, and the products covered or exempted;

+ State lost policy search programs implemented in seven states and in development in at least two
additional states are substantially dissimilar in their forms, protocols and technology requirements.

Recent judicial activity has been increasing and should be considered prior to taking any legislative
action. The Ohio courts, most recently an Ohio Appellate Court, have ruled that the administration of life
insurance benefits is governed by contractual obligations and that an insurer has no affirmative duty to
search the United States Social Security Death Master File. In reaching their decision, the court stated
that, "....a finding obligating [insurance company name] to solicit or gather information pertaining to an



insured’s death would be contrary to the terms contained in the insurance policy."! Moreover, in
Kentucky, a lawstuit has been filed by insurers concerned about a number of provisions of the recently
adopted unclaimed life benefits law which was based on the National Coixference of Insurance
Legislators Model Unclaimed Life Insurance Benefits Act. In particular, the companies instituting the
lawsuit are concerned about the retroactive effect of the law on currentlife insurance contracts and the
extraterritorial nature of the application of the unclaimed life benefits law. In brief, the plaintiffs contend
that requiring a costly cross-check of the DMF against in-force business is a retroactive application of law
impairing existing contracts. The companies argue that the law should apply only to policies entered into
after the effective date of the law. Moreover, because the provisions of the law are not specific to policies
issued or delivered in the state of Kentucky, the application of the law could lead to confusing and
redundant requirements when applied to policies written or delivered in other states. Similarly, the
legislation before you today is not specific to insurance policies issued or delivered in North Dakota and,
therefore, may raise questions regarding extraterritorial application. It is unclear when the Kentucky court
will rule upon the constitutional challenge to an NCOIL-type law, upon which the ND legislation is based.
Depending on the outcome, this legislature may wish to consider amendments or alternatives to the HB
1171 that accomplish its objectives in a manner that passes constitutional muster.

Searches of the death master file are not a substitute for verification of a death through the policy claims
process and obtaining a certified death certificate before a claim is paid. In an audit of the Social Security
Death Master file released last July, the Office of the Inspector General found that the Social Security
Administration did not include approximately 1.2 million deaths in the DMF which could result in
erroneous benefit payments by federal agencies and hinder the ability other government agencies and
the private sector to identify and prevent identity fraud. (Office of the Inspector General, Social Security
Administration, Title /| Deceased beneficiaries Who Do Not Have Death Information on the Numident?,
July 2012 A-09-11-21171, Audit Report.) Life insurers are experimenting with new technology to use the
DMF to better assist policyholders and their beneficiaries. However, use of the DMF is far from an exact
science or simple search tool or process for life insurers.

The ACLI recognizes that there are increased expectations by legislators and regulators for life insurers to
provide additional assistance to beneficiaries by conducting regular DMF searches. However, the lack of
uniform standards and approaches for identifying deceased policyholders and contacting their
beneficiaries prior to receipt of a claim has resulted in significant compliance, personnel and technology
challenges and expenses for life insurers as they attempt to modernize their systems and practices to
meet the expectations of legislators and regulators. Moreover, if these disparate state legislative and
regulatory standards continue to proliferate, life insurers will expend millions of dollars of unnecessary
costs in complying with state-by-state approaches. Therefore, we appreciate the leadership of Chairman
Keiser and this committee regarding your focus on clear, efficient and effective standards. The ACLI
looks forward to working with this committee to develop such standards.

Thank you for considering our position in relation to House Bill 1171 regarding unclaimed life insurance
benefits. Please contact Levi Andrist at (701) 258-7899 (landrist@vogellaw.com) or Kate Kiernan at
202-624-2463 (katekiernan@acli.com) with questions. ‘

! Andrews v. Nationwide Mut. Ins. Co., 2012-Ohio-4935 (Ohio Ct. App., 8% App. Dist. 2012).

2 Numident is an acronym for "Numerical Identification System”, the Social Security Administration's computer
database file of an abstract of the information contained in an application for a United States Social Security number
(Form SS-5). It contains the name of the applicant, place and date of birth, and other information. The Numident file
contains all Social Security numbers since they first were issued in 1936.
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PROPOSED AMENDMENTS TO HOUSE BILL NO. 1171

Page 1, line 2, after "benefits" insert"; and to amend and reenact section 47-30.1-07 of the of
the North Dakota Century Code, relating to the state's unclaimed property act"

Page 3, line 20, replace "pursuant to" with "under"

Page 3, line 21, replace "An" with "Within one hundred twenty days following a potential match
identified as a result of a death master file or revised death master file match, an"

Page 3, line 21, remove "upon the expiration of the"

Page 3, line 22, remove "statutory time period for escheat"

Page 3, line 28, replace "such" with "providing"

Page 3, line 28, after "notice" insert "under subsection 7"

Page 3, after line 30, insert:
"Application.

Section 47-30.1-07 and chapter 47-30.1, relating to unclaimed property, apply to
a_contract or policy to the extent the laws do not conflict with this chapter."

Page 4, after line 2, insert:

"SECTION 2. AMENDMENT. Section 47-30.1-07 of the North Dakota Century
Code is amended and reenacted as follows:

47-30.1-07. Funds owing under life insurance policies.

1. Funds held or owing under any life or endowment insurance policy or
annuity contract that has matured or terminated are presumed abandoned
if unclaimed for more than three years after the funds became due and
payable as established from the records of the insurance company holding
or owing the funds, but property described in subdivision b of subsection 3
is presumed abandoned if unclaimed for more than three years. [f the
policy or annuity contract provides for death benefits and is covered under
section 1 of this Act, the insurance company shall comply with section 1 of
this Act.

2. If a person other than the insured or annuitant is entitled to the funds and
an address of the person is not known to the company or it is not definite
and certain from the records of the company who is entitled to the funds, it
is presumed that the last known address of the person entitled to the funds
is the same as the last known address of the insured or annuitant
according to the records of the company.

3.  For purposes of this chapter, a life or endowment insurance policy or
annuity contract not matured by actual proof of the death of the insured or
annuitant according to the records of the company is matured and the
proceeds due and payable if:
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a. The company knows that the insured or annuitant has died; or

b. (1) The insured has attained, or would have attained if the insured

were living, the limiting age under the mortality table on which
the reserve is based;

(2) The policy was in force at the time the insured attained, or would
have attained, the limiting age specified in paragraph 1; and

(3) Neither the insured nor any other person appearing to have an
interest in the policy within the preceding three years, according
to the records of the company, has assigned, readjusted, or paid
premiums on the policy, subjected the policy to a loan,
corresponded in writing with the company concerning the policy,
or otherwise indicated an interest as evidenced by a
memorandum or other record on file prepared by an employee
of the company.

For purposes of this chapter, the application of an automatic premium loan
provision or other nonforfeiture provision contained in an insurance policy
does not prevent a policy from being matured or terminated under
subsection 1 if the insured has died or the insured or the beneficiary of the
policy otherwise has become entitled to the proceeds thereof before the
depletion of the cash surrender value of a policy by the application of those
provisions.

If the laws of this state or the terms of the life insurance policy require the
company to give notice to the insured or owner that an automatic premium
loan provision or other nonforfeiture provision has been exercised and the
notice, given to an insured or owner whose last known address according
to the records of the company is in this state, is undeliverable, the
company shall make a reasonable search to ascertain the policyholder's
correct address to which the notice must be mailed.

Notwithstanding any other provision of law, if the company learns of the
death of the insured or annuitant and the beneficiary has not
communicated with the insurer, within feurmenths-afterninety days
following the company learning of the death, the company shall take

reasonable-steps-to-pay-the-preceeds-io-the beneficiary:;

a. Complete a good-faith effort, which the company shall document, to
confirm the death of the insured or annuitant against other available
records and information; and

b. Determine whether benefits are due in accordance with the applicable
insurance policy or annuity contract, and if benefits are due in
accordance with the applicable policy or contract the company shall:

(1) Use good-faith efforts, which the company shall document, to
locate the beneficiary or beneficiaries; and

(2) Provide the appropriate claims forms or instructions to the
beneficiary or beneficiaries to make a claim, including the need
to provide an official death certificate, if applicable under the
policy or contract.
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7. GCeommenscing-two-yearsafterJuly-1--1985-everyEvery change of

beneficiary form issued by an insurance company under any life or
endowment insurance policy or annuity contract to an insured or owner
who is a resident of this state must request the following information:

a. The name of each beneficiary, or if a class of beneficiaries is named,
the name of each current beneficiary in the class;

b. The address of each beneficiary; and
c. The relationship of each beneficiary to the insured."

Renumber accordingly
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1171

Page 1, line 9, after "contract" insert "issued in this state"

Page 1, line 20, after "insurance" insert "issued in this state"

Page 2, line 9, replace "Within ninety days of the effective date of this Act" with "Before
November 1, 2014"

Page 2, line 12, after "Semiannually" insert "thereafter"

Page 2, line 15, after the underscored period insert "Although the insurer may schedule and
conduct the semiannual comparisons required under this section to coordinate with the
May first and November first deadlines for delivery of property to the state abandoned
property office as provided under section 47-30.1-17. the insurer may not exceed the
six-month time requirement provided under subsection 8."

Page 2, line 16, after "each" insert "possible death of an insured of which an insurer becomes
aware and for each"

Page 2, line 17, replace "ninety" with "one hundred twenty"

Page 2, line 17, after the second "match" insert "or becoming aware of the possible death"

Page 2, line 20, remove the second "and"

Page 2, line 21, after "b." insert "Review the insurer's records to determine whether the
individual who has died purchased any other products with the insurer; and

Cll

Page 2, line 29, after "each" insert "possible death of an insured of which an insurer becomes
aware and for each"

Page 3, line 8, after "4." insert "For purposes of complying with this section. an insurer shall
implement procedures to account for:

a. Nicknames. initials used in lieu of a first or middle name, use ofa
middle name, compound first and middle names, and interchanged
first and middle names: -

b. Compound last names, maiden or married names, and hyphens,
blank spaces, and apostrophes in last names;
c. Transposition of the month and date portions of a date of birth; and

d. Incomplete social security numbers.

5."

Page 3, line 8, after "each" insert "possible death of which an insurer becomes aware and for
each"

Page 3, line 14, replace "5." with "6."
Page 3, line 17, replace "6." with "7."
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Page 3, line 21, replace "7." with "8."

Page 3, line 21, replace "one hundred twenty days" with "six months"

Page 3, line 21, after "following" insert "a_possible death of an insured of which an insurer
becomes aware or"

Page 3, line 29, replace "8." with "9."
Page 3, line 29, replace "7" with "8"
Page 4, after line 2, insert:

"Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file
comparisons and revised death master file comparisons required under this chapter to
the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic searchable
files, and to allow for phasing in compliance with this chapter according to an insurer's
plan and timeline approved by the commissioner."

Page 4, line 6, after "practices" insert "- Liability limitation"

Page 4, line 7, after the underscored period insert "This chapter does not create a private
cause of action for violation of this chapter. Once an insurer submits unclaimed life
insurance benefits or unclaimed retained asset accounts, plus any applicable accrued
interests, to the state abandoned property office in compliance with this chapter, the
insurer is relieved and indemnified from additional liability to any person relating to the
proceeds submitted. This indemnification from liability is in addition to any other

protections provided by law."

Page 5, line 22, remove the overstrike over "feurmeonths”
Page 5, line 22, remove "ninety days"

Renumber accordingly
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Sixty-third
Legislative Assembly
of North Dakota

ENGROSSED HOUSE BILL NO. 1171

Introduced by
Representatives Keiser, Kasper

Senators Klein, O'Connell

ABILL for an Act to create and enact a new chapter to title 26.1 of the North Dakota Century
Code, relating to unclaimed life insurance benefits; and to amend and reenact section

47-30.1-07 of the North Dakota Century Code, relating to the state's unclaimed property act.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. A new chapter to title 26.1 of the North Dakota Century Code is created and
enacted as follows:
Definitions.

As used in this chapter:

1. "Contract" means an annuity contract issued in this state. The term does not include

an annuity used to fund an employment-based retirement plan or program in which the

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

beneficiaries of specific plan participants.

"Death master file" means the United States social security administration's death

]

master file or any other database or service the commissioner has determined is at

least as comprehensive as the United States social security administration's death

master file for determining that an individual has reportedly died.

"Death master file match" means a search of the death master file or revised death

|0

master file which results in a match of the social security number or of the hame and

date of birth of an insured, annuity owner, or retained asset accountholder.

"Policy" means any policy or certificate of life insurance issued in this state which

|~

provides a death benefit. The term does not include:

a. Apolicy or certificate of life insurance which provides a death benefit under an

emplovee benefit plan subject to the federal Employee Retirement Income

Security Act of 1974 [Pub. L. 93-406; 29 U.S.C. 1002 et seq.l;
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5.

b. Apolicy or certificate of life insurance which provides a death benefit under an

- employee benefit plan under any federal employee benefit program;

A policy or certificate of life insurance which is used to fund a preneed funeral

o

contract or prearrangement; or

d. Apolicy or certificate of credit life or accidental death insurance.

"Revised death master file" means the names added to the death master file since the

insurer's most recent semiannual comparison required under this chapter.

Insurer conduct.

1.

N

Withinninety-davs-of-the-effective-date-of- this-ActBefore November 1. 2014, an insurer

shall perform a comparison of the insurer's insureds' in-force life insurance policies

and retained asset accounts against a death master file in order to identify potential

matches of the insurer's insureds. Semiannually thereafter, an insurer shall perform a

comparison of the insurer's insureds' in-force life insurance policies and retained asset

accounts against the revised death master file in order to identify the potential

matches of the insurer's insureds. Although the insurer may schedule and conduct the

semiannual comparisons required under this section to coordinate with the May first

and November first deadlines for delivery of property to the state abandoned property

office as provided under section 47-30.1-17, the insurer may not_exceed the six-month

time requirement provided under subsection 8.

For each possible death of an insured of which an insurer becomes aware and for

each potential match identified as a result of a death master file or revised death

master file match, within giretyone hundred twenty days of the match or becoming

aware of the possible death, the insurer shall:

a. Complete a good-faith effort, which the insurer shall document, to confirm the

death of the insured or retained asset accountholder against other available

records and information;-and

Review the insurer's records to determine whether the individual who has died

|=

purchased any other products with the insurer; and

c. Determine whether benefits are due in accordance with the applicable policy or

contract, and if benefits are due in accordance with the applicable policy or

contract the insurer shall:

Page No. 2 13.0397.04003



Sixty-third
Legislative Assembly

(1) Use good-faith efforts, which the insurer shall document, to locate the

beneficiary or beneficiaries; and

(2) Provide the appropriate claims forms or instructions to the beneficiary or

beneficiaries to make a claim, including the need to provide an official death

certificate, if applicable under the policy or contract.

3. With respect to group life insurance, for each possible death of an insured of which an
insurer becomes aware and for each potential match identified as a result of a death
master file or revised death master file match, the insurer shall confirm the possible

9 death of an insured if the insurer maintains at least the following information of those
10 covered under a policy or certificate:
11 a. The social security number or the name and date of birth;
12 b. Beneficiary designation information;
13 c. Coverage eligibility;
14 d. Benefit amount; and
15 e. Premium payment status.
16 4. Forpurposes of complving with this section. an insurer shall implement procedures to
17 account for:
18 a. _Nicknames. initials used in lieu of a first or middle name. use of a middle name,
19 compound first and middle names, and interchanaed first and middle hames;
20 b. Compound last names. maiden or married names. and hvohens. blank spaces.
21 and apostirophes in last names:
22 c. _Transposition of the month and date poriions of a date of birth: and
23 d. Incomplete social security numbers.
24 5. To the extent permitted by law, for each possible death of which an insurer becomes
25 aware and for each potential match identified as a result of a death master file or
26 revised death master file match, the insurer may disclose minimum necessary
27 personal information about the insured or beneficiary to:
28 a. Aperson the insurer reasonably believes may be able to assist the insurer locate
29 the beneficiary; or |
30 b. Aperson otherwise entitled to payment of the claims proceeds.
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An insurer or an insurer's service provider may not charge an insured, accountholder,

iﬁ

or beneficiary for any fees or costs associated with a comparison, search, or

verification conducted pursuant to this section.

The benefits from a life insurance policy or a retained asset account, plus any

N
co

applicable accrued interest must be first payable to the designated beneficiaries or

owners and if the beneficiaries or owners cannot be found, escheat to the state as

unclaimed property under chapter 47-30.1.

8:9.

Within ere-hundrad-dwenbrdayssix months following a possible death of an insured of

which an insurer becomes aware or a potential match identified as a result of a death

master file or revised death master file match, an insurer shall notify the state

abandoned property office that:

a. Alife insurance policy beneficiary or retained asset accountholder has not

submitted a_claim with the insurer; and

b. The insurer has complied with subsections 2 and 3 and has been unable, after

good-faith efforts documented by the insurer, to contact the retained asset

accountholder, beneficiary, or beneficiaries.

Upon providing notice under subsection #8, an insurer immediately shall submit the

unclaimed life insurance benefits or unclaimed retained asset accounts, plus any

applicable accrued interest, to the state abandoned property office as provided under

chapter 47-30.1.

Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file comparisons and

revised death master file comparisons required under this chapter to the insurer's electronic

searchable files, to allow the commissioner to approve an insurer's plan and timeline for

conversion of the insurer's files to electronic searchable files, and to allow for phasing in

compliance with this chapter according to an insurer’s plan and timeline approved by the

commissioner.

Application.
Section 47-30.1-07 and chapter 47-30.1, relating to unclaimed property, apply to a contract

or policy to the extent the laws do not conflict with this chapter.

Page No. 4 13.0397.04003



Sixty-third
Legislative Assembly

Unfair trade practices - Liabilitv limitation.

Failure to meet any requirement of this chapter is a violation of chapter 26.1-04. This

chapler does not create a private cause of action for violation of this chapter. Once an insurer

submits unclaimed life insurance benefits or unclaimed retained asset accountis, plus any

applicable accrued interests, to the state abandoned property office in compliance with this

chapter, the insurer is relieved and indemnified from additional liability to anv person relating to

the proceeds submitted. This indemnification from liabilify is in addition to any other protections

0 N O g~ W N -

provided by law.
9 SECTION 2. AMENDMENT. Section 47-30.1-07 of the North Dakota Century Code is

10 amended and reenacted as follows:

11 47-30.1-07. Funds owing under life insurance policies.

12 1. Funds held or owing under any life or endowment insurance policy or annuity contract
13 that has matured or terminated are presumed abandoned if unclaimed for more than
14 three years after the funds became due and payable as established from the records
15 of the insurance company holding or owing the funds, but property described in

16 subdivision b of subsection 3 is presumed abandoned if unclaimed for more than three
17 years. If the policy or annuity contract provides for death benefits and is covered under
18 section 1 of this Act, the insurance company shall comply with section 1 of this Act.

19 2. Ifa person other than the insured or annuitant is entitled to the funds and an address
20 of the person is not known to the company or it is not definite and certain from the

21 records of the company who is entitled to the funds, it is presumed that the last known
22 address of the person entitled to the funds is the same as the last known address of
23 the insured or annuitant according to the records of the company.

24 3. Forpurposes of this chapter, a life or endowment insurance policy or annuity contract
25 not matured by actual proof of the death of the insured or annuitant according to the
26 records of the company is matured and the proceeds due and payable if:

27 a. The company knows that the insured or annuitant has died; or

28 b. (1) Theinsured has attained, or would have attained if the insured were living,

the limiting age under the mortality table on which the reserve is based;

(2) The policy was in force at the time the insured attained, or would have

attained, the limiting age specified in paragraph 1; and
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1 (3) Neither the insured nor any other person appearing to have an ihterest in
2 the policy within the preceding three years, according to the records of the
3 company, has assigned, readjusted, or paid premiums on the policy,
4 subjected the policy to a loan, corresponded in writing with the company
5 concerning the policy, or otherwise indicated an interest as evidenced by a
6 memorandum or other record on file prepared by an employee of the
7 company.
8 4. For purposes of this chapter, the application of an automatic premium loan provision or
9 other nonforfeiture provision contained in an insurance policy does not prevent a
10 policy from being matured or terminated under subsection 1 if the insured has died or
11 the insured or the beneficiary of the policy otherwise has become entitled to the
12 proceeds thereof before the depletion of the cash surrender value of a policy by the
13 application of those provisions.
14 5. Ifthe laws of this state or the terms of the life insurance policy require the company to
15 give notice to the insured or owner that an automatic premium loan provision or other
16 nonforfeiture provision has been exercised and the notice, given to an insured or
17 owner whose last known address according to the records of the company is in this
18 state, is undeliverable, the company shall make a reasonable search to ascertain the
19 policyholder's correct address to which the notice must be mailed.
20 6. Notwithstanding any other provision of law, if the company learns of the death of the
21 insured or annuitant and the beneficiary has not communicated with the insurer, within
22 four months afterpinety-days following the company learning of the death, the
23 company shall take-reasenable-stepsto-pay-the-proceeds-to-the-beneficiany:
24 a. Complete a good-faith effort, which the company shall document, to confirm the
25 death of the insured or annuitant against other available records and information;
26 and
27 b. Determine whether benefits are due in accordance with the applicable insurance
28 policy or annuity contract, and if benefits are due in accordance with the
29 applicable policy or contract the company shall:
30 (1) Use good-faith efforts, which the company shall document, to locate the
31 beneficiary or beneficiaries; and
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1 (2) Provide the appropriate claims forms or instructions to the beneficiary or
2 beneficiaries to make a claim, including the need to provide an official death
3 certificate, if applicable under the policy or contract.
4 7. Goemmenecing-twe-years-afterJuly-1-19856,everyEvery change of beneficiary form
5 issued by an insurance company under any life or endowment insurance policy or
6 annuity contract to an insured or owner who is a resident of this state must request the
7 following information:
8 a. The name of each beneficiary, orif a class of beneficiaries is named, the name of
9 each current beneficiary in the class;

10 b. The address of each beneficiary; and

11 c. The relationship of each beneficiary to the insured.
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Financial Security...for Life.

Testimony of the American Council of Life Insurers
Before the Senate Standing Committee on Industry, Business and Labor
Wednesday, March 20, 2013

House Bill 1171 — An Act Relating to Unclaimed Life Insurance Benefits

Chairman Klein, Vice Chairman Laffen, and members of the Committee, thank you for your interest
in our position on House Bill 1171, a bill relating to unclaimed life insurance benefits. The American
Council of Life Insurers ("ACLI") is a national trade association with more than 300 legal reserve life
insurer and fraternal benefit society member companies operating in the United States. ACLI
members represent more than 90 percent of the assets and premiums of the life insurance and
annuity industry. There are 260 ACLI member companies licensed to do business in North Dakota,
accounting for 91 percent of the ordinary life insurance in force in the state.

Thank you to Representative Keiser for shepherding this important legislation through the process in
North Dakota to clarifying life insurer duties regarding unclaimed benefits. The life insurance industry
recognizes the critical importance of prompt and timely payment of claims, which is reflected in their
strong record of meeting their obligations to policyholders. In 2012 alone, life insurers paid out more
than $62 billion in life insurance benefits to policyholders. While the amount of unclaimed life
insurance benefits at issue represents a very small percentage of total claims paid, we know the
percentages represent real people. Accordingly, life insurers are taking proactive measures to
identify deceased policyholders and locate their beneficiaries to assist them with making a claim.
However, there are currently state standards for these efforts in only three states, to date. Forthese
reasons, ACLI supports uniform and appropriate standards for the administration of unclaimed policy
benefits.

The issue of standards for unclaimed life insurance benefits is evolving rapidly and there has been
much legislative, regulatory, and judicial activity since the announcement of the first multistate
settlement agreement between a major life insurer and state unclaimed property administrators in
the spring of 2011. Unfortunately, the judicial, legislative, and regulatory response has produced
outcomes that are inconsistent. For example:

» The multistate settlement agreements announced so far between life insurers and insurance
regulators or unclaimed property administrators are not uniform in material respects;

 State laws enacted to date, based on a model law developed by the National Conference of
Insurance Legislators, vary in key respects, such as the frequency of U.S. Social Security
Death Mater File searches (KY — quarterly; MD — semi-annually; AL — once every three years),
the search methodology, and the products covered or exempted;

« State lost policy search programs implemented in seven states and in development in at least
two additional states are substantially dissimilar in their forms, protocols and technology
requirements.

Recent judicial activity has been increasing and should be considered prior to taking any legislative
action. The Ohio courts, most recently an Ohio Appellate Court, have ruled that the administration of
life insurance benefits is governed by contractual obligations and that an insurer has no affirmative
duty to search the United States Social Security Death Master File. In reaching their decision, the
court stated that, "....a finding obligating [insurance company name] to solicit or gather information




pertaining to an insured’s death would be contrary to the terms contained in the insurance policy."’

Moreover, in Kentucky, a lawstuit has been filed by insurers concerned about a number of provisions
of the recently adopted unclaimed life benefits law which was based on the National Conference of
Insurance Legislators Model Unclaimed Life Insurance Benefits Act. In particular, the companies
instituting the lawstuit are concerned about the retroactive effect of the law on current life insurance
contracts and the extraterritorial nature of the application of the unclaimed life benefits law. In brief,
the plaintiffs contend that requiring a costly cross-check of the DMF against in-force business is a
retroactive application of law impairing existing contracts. The companies argue that the law should
apply only to policies entered into after the effective date of the law. Moreover, because the
provisions of the law are not specific to policies issued or delivered in the state of Kentucky, the
application of the law could lead to confusing and redundant requirements when applied to policies
written or delivered in other states. Similarly, the legislation before you today is not, without
amendments, specific to insurance policies issued or delivered in North Dakota and, therefore, may
raise questions regarding extraterritorial application. It is unclear when the Kentucky court will rule
upon the constitutional challenge to an NCOlIL-type law, upon which the ND legislation is based.
Depending on the outcome, this legislature may wish to consider amendments or alternatives to HB
1171 that accomplish its objectives in a manner that passes constitutional muster.

Searches of the death master file are not a substitute for verification of a death through the policy
claims process and obtaining a certified death certificate before a claim is paid. In an audit of the
Social Security Death Master file released last July, the Office of the Inspector General found that
the Social Security Administration did not include approximately 1.2 million deaths in the DMF which
could result in erroneous benefit payments by federal agencies and hinder the ability other
government agencies and the private sector to identify and prevent identity fraud. (Office of the
Inspector General, Social Security Administration, Title Il Deceased beneficiaries Who Do Not Have
Death Information on the Numident?, July 2012 A-09-11-21171, Audit Report.) Life insurers are
experimenting with new technology to use the DMF to better assist policyholders and their
beneficiaries. However, use of the DMF is far from an exact science or simple search tool or
process for life insurers.

The ACLI recognizes that there are increased expectations by legislators and regulators for life
insurers to provide additional assistance to beneficiaries by conducting regular DMF searches.
However, the lack of uniform standards and approaches for identifying deceased policyholders and
contacting their beneficiaries prior to receipt of a claim has resulted in significant compliance,
personnel and technology challenges and expenses for life insurers as they attempt to modernize
their systems and practices to meet the expectations of legislators and regulators. Moreover, if
these disparate state legislative and regulatory standards continue to proliferate, life insurers will
expend millions of dollars of unnecessary costs in complying with state-by-state approaches.
Therefore, we appreciate the leadership of Representative Keiser and this committee regarding your
focus on clear, efficient, uniform, and effective standards. The ACLI looks forward to working with
this committee to develop such standards.

Thank you for considering our position and the attached amendments in relation to House Bill 1171
regarding unclaimed life insurance benefits. Please contact Levi Andrist at (701) 258-7899
(landrist@vogellaw.com) or Kate Kiernan at 202-624-2463 (katekiernan@acli.com) with questions.

' Andrews v. Nationwide Mut. Ins. Co., 2012-Ohio-4935 (Ohio Ct. App., 8" App. Dist. 2012).

2 Numident is an acronym for "Numerical Identification System”, the Social Security Administration's computer
database file of an abstract of the information contained in an application for a United States Social Security number
(Form SS-5). It contains the name of the applicant, place and date of birth, and other information. The Numident file
contains all Social Security numbers since they first were issued in 1936.



ACLI’S PROPOSED AMENDMENTS TO HOUSE BILL NO. 1171

Page 1, line 9 after “contract” insert “issued in this state”

Page 1, line 20, after “insurance” insert “issued in this state”

Page 2, line 9, replace “Within ninety days of the effective date of this Act” with “Before
November 1, 2014”

Page 2, line 17, replace “ninety” with “one-hundred twenty”

Page 2, line 20, remove the second “and”

Page 2, line 21, after “b.” insert “Review the insurer’s records to determine whether the
individual who has died purchased any other products with the insurer; and

9

C.

Page 3, line 8, after "4." insert "For purposes of complying with this section, an insurer shall
implement procedures to account for:

a. 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:

b. Compound last names, maiden or married names, and hyphens, blank spaces,
and apostrophes in last names:

c. Transposition of the month and date portions of a date of birth: and

d. Incomplete social security numbers.

5.
Page 3, line 14, replace “5.” with “6.”
Page 3, line 17, replace “6.” with “7.”
Page 3, remove lines 21 though 30

Page 4, remove lines 1 and 2

Page 4, after line 2, insert:



1"

Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file
comparisons and revised death master file comparisons required under this chapter to

the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic searchable
files, and to allow for phasing in compliance with this chapter according to an insurer's

plan and timeline approved by the commissioner."

Page 4, line 6, after "practices” insert "- Liability limitation"

Page 4, line 7, after the underscored period insert "This chapter does not create a private cause
of action for violation of this chapter. Once an insurer submits unclaimed life insurance
benefits or unclaimed retained asset accounts, plus any applicable accrued interests, to
the state abandoned property office in compliance with this chapter, the insurer is

relieved and indemnified from additional liability to any person relating to the proceeds

submitted. This indemnification from liability is in addition to any other protections
provided by law."

Page 4, remove lines 8 through 30

Page 5, remove lines 1 through 30

Page 6, remove lines | through 11

Renumber accordingly
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TESTIMONY OF LINDA FISHER
Unclaimed Property Administrator
North Dakota Department of Trust Lands

IN SUPPORT OF HOUSE BILL NO. 1171

Senate Industry, Business, and Labor
March 20, 2013

Chairman Klein and members of the Committee, | am Linda Fisher, Unclaimed Property
Administrator for the ND Department of Trust Lands. | am here today to testify in support of
House Bill 1171 as it relates to owners’ rights and the North Dakota Uniform Unclaimed Property
Act (the Act).

As you may know, the Act, which is found in NDCC 47-30.1, and adopted in some form in all 50
states and four Canadian provinces, has been in effect and administered by the Board of
University and School Lands in North Dakota since 1975. In the interest of consumer protection,
the Act requires that after a certain time period has elapsed, business owners report unclaimed
financial assets to respective State Unclaimed Property Administrators. In turn, the States
undertake initiatives aimed at returning the property to the rightful owner or their heirs.

While the Act exempts some specific property types, such as gift certificates and cooperative
patronage dividends, from reporting, life insurance death benefits have long been a reportable
property under explicit language found in NDCC 47-30.1-07 (Funds owing under life insurance
policies). Since 2010, the North Dakota Board of University and School Lands’ Unclaimed
Property Division, has been under contract with multiple firms to conduct multi-state compliance
reviews specifically in the area of unpaid and unreported death benefits. Generally speaking,
those review procedures are being carried out in the manner described within this bill.

It should be noted that life insurance companies do have reporting histories in North Dakota, but
what has historically been received may have been limited to uncashed checks on policies where
claims were initiated by knowing beneficiaries. However, it goes without saying that many
beneficiaries are in fact “unknowing”.

Life insurance companies already utilize death master files to identify deceased policy holders for
purposes of discontinuing distributions to decedents. This proposed legislation essentially requires
that the same information be gathered on behalf of policy beneficiaries as well. The language
requiring that reasonable attempts be made to identify and notify policy beneficiaries provides a
practical approach to enabling those beneficiaries to receive the funds to which they are entitled
under the terms of the policy.

Further, the reporting of residual proceeds to the States’ unclaimed property program provides
even more opportunities for missing and/or unlocatable beneficiaries to be made aware that the
asset exists and is waiting to be claimed.

As such, we respectfully request a “do pass” recommendation of HB 1171.

(5.
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Linda Fisher - Unclaimed Property Administrator
Supplement to Testimony in Support of House Bill 1171
Senate IBL - 03-20-13

47-30.1-07. Funds owing under life insurance policies.

1. Funds held or owing under any life or endowment insurance policy or annuity contract that has
matured or terminated are presumed abandoned if unclaimed for more than three years after the
funds became due and payable as established from the records of the insurance company holding
or owing the funds, but property described in subdivision b of subsection 3 is presumed abandoned
if unclaimed for more than three years.

2. If a person other than the insured or annuitant is entitled to the funds and an address of the
person is not known to the company or it is not definite and certain from the records of the
company who is entitled to the funds, itis presumed that the last known address of the person
entitled to the funds is the same as the last known address of the insured or annuitant according to
the records of the company.

3. For purposes of this chapter, a life or endowment insurance policy or annuity contract not
matured by actual proof of the death of the insured or annuitant according to the records of the
company is matured and the proceeds due and payable if:

a. The company knows that the insured or annuitant has died; or

b. (1) The insured has attained, or would have attained if the insured were living, the
limiting age under the mortality table on which the reserve is based;

(2) The policy was in force at the time the insured attained, or would have attained, the
limiting age specified in paragraph 1, and

(3) Neither the insured nor any other person appearing to have an interest in the policy
within the preceding three years, according to the records of the company, has
assigned, readjusted, or paid premiums on the policy, subjected the policy to a loan,
corresponded in writing with the company concerning the policy, or otherwise
indicated an interest as evidenced by a memorandum or other record on file
prepared by an employee of the company.

4. For purposes of this chapter, the application of an automatic premium loan provision or other
nonforfeiture provision contained in an insurance policy does not prevent a policy from being
matured or terminated under subsection 1 if the insured has died or the insured or the beneficiary
of the policy otherwise has become entitled to the proceeds thereof before the depletion of the
cash surrender value of a policy by the application of those provisions.

5. Ifthe laws of this state or the terms of the life insurance policy require the company to give
notice to the insured or owner that an automatic premium loan provision or other nonforfeiture
provision has been exercised and the notice, given to an insured or owner whose last known
address according to the records of the company is in this state, is undeliverable, the company
shall make a reasonable search to ascertain the policyholder's correct address to which the notice
must be mailed.

6. Notwithstanding any other provision of law, if the company learns of the death of the insured or
annuitant and the beneficiary has not communicated with the insurer within four months after the
death, the company shall take reasonable steps to pay the proceeds to the beneficiary.

7. Commencing two years after July 1, 1985, every change of beneficiary form issued by an
insurance company under any life or endowment insurance policy or annuity contract to an insured
or owner who is a resident of this state must request the following information: a. The name of
each beneficiary, or if a class of beneficiaries is named, the name of each current beneficiary in the
class, b. The address of each beneficiary, and c. The relationship of each beneficiary to the
insured.



Testimony of John R. Camillo for UCP Lobbyving Coalition
In Oppositionto HB 1117
March 20, 2013

Chairman Klein and Members o f the Senate Industry, Business & Labor Committee, my name is
John Camillo. I am the Senior Vice President, Secretary and Group Counsel of the Kemper Home
Service Companies which are headquartered in St. Louis, Missouri. Iam here to offer testimony on
behalf of a coalition of small and mid-sized insurance companies with respect to HB 1117 relating to
unclaimed life insurance benefits. With me this morning is Gerry Kraus, the Vice President of

Compliance at Homesteaders Life Company, a member of our coalition group.

HB 1117 is based upon the Model Unclaimed Life Insurance Benefits Act which was adopted by
NCOIL in November 2011. The NCOIL Model requires all life insurance companies to match their
in-force life insurance policies against the Social Security Death Master File (the “Death Master
File”) on a retroactive basis. Different Vérsions of the NCOIL Model Act have since been enacted in
four states, namely Kentucky, Maryland, Alabama and New York. Similar bills also have been

introduced in several other states.

This morning I would like to bring to your attention several significant developments that have

occurred since the adoption of the original NCOIL Model Act.

e First, with respect to the Kentucky statute that went into effect on January 1, 2013, three of the
Kemper Life Insurance Companies filed suit in November in Kentucky State Court
challenging the “retroactive” application of that statute to existing in-force policies adopted
before the statute’s effective date because it would impair insurers’ contract rights under their
policies in violation of both the Kentucky and U.S. constitutions. Requiring insurers to
assume the significant additional burdens required by the NCOIL Model Act for existing
insurance policies alters the contractual expectations of the parties and imposes unforeseen
costs and obligations on insurers. Summary Judgment motions have been filed on behalf of
both the Plaintiffs and the Defendant in that lawsuit. Three major national insurance trade
associations, namely the Life Insurance Conference (the “LIC”), the National Alliance of Life
Companies (the “NALC”) and the American Fraternal Alliance, representing more than 200
life insurance companies, many of which do business in North Dakota, have filed amicus
briefs in support of Kemper’s Summary Judgment motion. The Summary Judgment motions
were orally argued on March 11 and the trial judge has said that he will do his best to render a

decision before the end of March.
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e Second, with respect to Alabama, Rep. Greg Wren, who sponsored that state’s unclaimed life
insurance benefits statute, is now sponsoring an amendment to his own statute to make it
“prospective” only. Back on October 15, 2012, Rep. Wren, who is the President-Elect of
NCOIL, sent a letter to the Chair and Members of the NCOIL Life Insurance and Financial
Planning Committee in which he stated, and I quote, “Application of the Model Act to
existing business may violate many states constitutional prohibition against retroactive
legislation [and] may be subject to challenge as impairing the insurance company’s rights

under its existing insurance policies by requiring searches of its in-force business.”

e In New Mexico, Sen. Carroll Leavell (the immediate Past President of NCOIL) introduced a
similar unclaimed life insurance benefits bill, and with the support of the Superintendent of
Insurance, John Franchini, recently sponsored an amendment to his own bill to make it apply
only on a “prospective” basis to policies issued after the effective date for those insurance
companies that have never previously used the Death Master File to search for deceased
insureds. That bill, with the amendments, passed through the New Mexico legislature on this

past Saturday and is now on its way to the Governor for signature.

At this time, [ would like to point out that we have asked a major national law firm Sidley Austin
LLP to review the constitutionality of the retroactive application of FIB 1117 to existing in-force
policies adopted before the statute’s proposed effective date. Their conclusion is that retroactive
enforcement of HB 1117 would violate the Contract Clause of both the United States and North
Dakota Constitutions.! As the Supreme Court of North Dakota has made clear, “Both the
Constitution of the United States and the Constitution of the State of North Dakota prohibit passage
of any law impairing the obligations of contracts.” 2 In interpreting the North Dakota Contract
clause, the Supreme Court of North Dakota has held that if a statute “change[s] the substantial rights
of ...parties” under a contract, that statute “cannot be constitutionally applied to [contracts] executed
prior to its effective date.” ? (declaring that statute that attempted to shorten the redemption period for

“mortgages executed prior to its effective date” was unconstitutional as applied to those mortgages).

1 U.S. Const. art. l., § 10; N.D. Const. art. |, § 18.
2 First Federal Savings and Loan Association v. Haley, 357 N.W. 2d 492, 494 (N.D. 1984).
% 1d. at 494-95.
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Separately, in N.D.C.C. § 1-02-30, the Legislature has declared that “No provision contained in this
code may be so construed as to impair any vested right or valid obligation existing when it takes
effect.” (Emphasis added). Here, retroactive enforcement of HB 1117 would impair existing rights
under insurers’ in-force policies, which obligate the beneficiary or an insured’s estate to furnish the
insurer with due proof of death as a condition precedent to the payment of benefits. Under N.D.C.C.
§ 1-02-30, a North Dakota court would be compelled to “construe the statute in a way that does not

impair that valid obligation” and thus, would not enforce the statute retroactively. *

There also have been several other significant developments on the litigation front. Most
importantly, on October 25, 2012, the Court of Appeals of Ohio affirmed the dismissal of a class
action lawsuit that had been brought against Nationwide Mutual Insurance Company alleging that
Nationwide had breached its duty of good faith and fair dealing by failing to make reasonable
attempts to determine when the beneficiaries of a life insurance policy are entitled to death benefit
proceeds. >The Court of Appeals of Ohio held, and I quote, “insurance contracts create a clear and
unambiguous condition precedent... that requires, among other things, that appellants provide
Nationwide with proof of death for their life insurance contracts to be honored. It is clear from the
contracts, as well as from the case law, that the standard language used places the burden on the

claimant or the beneficiary to produce the proof of death.”®

The West Virginia State Treasurer has filed 69 separate lawsuits against 69 different life insurance
companies alleging that each Defendant should be required to seek out potential claims by checking
its insureds’ names against the Death Master File. Motions to dismiss those complaints are in the

process of being filed and a decision on those motions is expected before the end of the summer.

Finally, let me address the ACLI’s policy position on this issue. I already mentioned that three other
major national insurance trade associations, namely the LIC, the NALC and the American Fraternal
Alliance, have taken public positions in opposition to the mandatory use of the Death Master File on

a retroactive basis.

* Tedford v. Workforce Safety and Ins., 738 N.W.2d 29, 34 (N.D. 2007).
® Andrews v. Nationwide Mut. Ins. Co., 2012-Ohio-4935 (OhioCt.App., g™ App. Dist. 2012)
®1d. at 1 24.
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On January 21, 2013, the ACLI submitted written testimony to this Committee on House Bill 1117.
In that testimony the ACLI noted, and I quote, “The issue of standards for unclaimed life insurance
benefits is evolving rapidly and there has been much legislative, regulatory and judicial activity since
the announcement of the first multistate settlement agreement between a major life insurer and state
unclaimed property administrators in spring 2011.” The ACLI’s testimony went on to recommend,
and again I quote, “Recent judicial activity has been increasing and should be considered prior to
taking any legislative action.” Although the ACLI still supports the NCOIL Model Act, they have
announced, in recognition of these recent developments, that they will not oppose any amendment to
make a bill “prospective” only. I would also note that on January 14, 2013, a group of ACLI
member companies approved an alternative approach to the NCOIL Model Act that distinguishes
between those life insurers that used the Death Master File and those life insurers that did not use the
Death Master File. The life insurers who use the Death Master File are insurers who issue annuities
which pay during the life of their insured. These insurers use the Death Master File to terminate their
annuity contracts. This make sense, if an insurer uses the Death Master File to terminate annuities, it

should also use the Death Master File to pay out on life insurance claims of its life insurance policies.

There is one last issue that | would like to bring to this Committee’s attention. We know that six
large insurance companies, which had been using the Death Master File asymmetrically, i.e. for their
annuities but not for their life insurance policies, have entered into multi-state settlements whereby
they have agreed to match their life insurance policy files against the Death Master File retroactively.
However, unlike these six large companies, there are many small and mid-size life insurance
companies which do not sell annuities and have never used the Death Master File to search for
deceased insureds. Requiring these smaller companies to use the Death Master File retroactively
would impose significant costs on them that were never anticipated or priced into their policies, and,
in some cases, could even threaten the financial solvency of some small companies. We must
remember that those companies have done nothing wrong and have fully lived up to all their
obligations under their insurance contracts which | might mention were reviewed and approved by all

insurance departments including the North Dakota Insurance Department.



In conclusion, I would urge this Committee to take a step back and consider the current legal
landscape regarding unclaimed property which is still evolving. I also récognize that technological
improvements have occurred that may require insurance companies to change their claims handling
processes. But those changes should not be required to be made retroactively to the detriment of
many small and mid-sized life insurance companies which have not done anything wrong. Instead,
any required use of the Death Master File should be “prospective” only, i.e. apply to new policies
issued for delivery in the State of North Dakota on or after the effective date of the statute so that
insurance companies can plan and price for these changes. This, I submit, is the fair thing to do for
consumers, as well as small and mid-sized insurance companies, and would eliminate the threat of

any constitutional challenge to the statute.

Therefore, on behalf of our lobbying coalition, I urge you to amend HB 1117 to make it prospective
only and to clarify that it only applies to insurance policies, annuity contracts and retained asset
accounts issued and delivered in this state. If this committee does not amend HB 1117 to make it
prospectively apply to insurance policies written after the effective date, I would strongly urge this

committee to recommend a “Do Not Pass” for HB 1117.

Thank you for your time and attention and I will be happy to answer any questions.



PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1171
Page 6, line 11, after the period insert:
“8. This chapter shall apply to life insurance policies, annuity contracts and

retained asset accounts issued and delivered in this state and which are
issued or entered into on and after the effective date of this Act.”

Renumber Accordingly




ACLI’'S PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1171
(Version 3)

Page 1, line 9 after “contract” insert “issued in this state”

Page 1, line 20, after “insurance” insert “issued in this state”

Page 2, line 9, replace “Within ninety days of the effective date of this Act” with “Before
November 1,2014”

Page 2, line 17, replace “ninety” with “one-hundred twenty”

Page 2, line 20, remove the second “and”

Page 2, line 21, after “b.” insert “Review the insurer’s records to determine whether the individual
who has died purchased any other products with the insurer; and ‘

2

Page 3, line 8, after "4." insert "Every insurer shall implement reasonable procedures to account
for common variations in data, including:

a. 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:

b. Compound last names, maiden or married names, and hyphens, blank spaces,
and apostrophes in last names;

c. Incomplete date of birth data and transposition of the month and date portions of
a date of birth; and '

d. Incomplete social security numbers.

5"
Page 3, line 14, replace “5.” with “6.”
Page 3, line 17, replace “6.” with “7.” |
Page 3, remove lines 21 though 30

Page 4,remove lines 1 and 2

Page 4, after line 2, insert:

"Rulemaking.

(1



The commissioner may adopt rules to limit an insurer's death master file

comparisons and revised death master file comparisons required under this chapter to the
insurer's electronic searchable files, to allow the commissioner to approve an insurer's plar
and timeline for conversion of the insurer's files to electronic searchable files, and to allow
for phasing in compliance with this chapter according to an insurer's plan and timeline

approved by the commissioner."

Page 4, line 6, after "practices" insert "- Liability limitation"

Page 4, line 7, after the underscored period insert "This chapter does not create a private cause of
action for violation of this chapter. Once an insurer submits unclaimed life insurance
benefits or unclaimed retained asset accounts, plus any applicable accrued interests, to the
state abandoned property office in compliance with this chapter, the insurer is relieved and
indemnified from additional liability to any person relating to the proceeds submitted. This
indemnification from liability is in addition to any other protections provided by law."

Page 4, line 16, remove “If the policy or annuity contract provides for death benefits and is
covered under”

Page 4, remove line 17

Page 5, line 21 remove the underscored comma

Page 5, line 22, remove the overstrike over “four-menths-after” and remove “ninety days (

following the company learning of”

Page 5, line 23, remove the overstrike over “take-reasenable-steps—to—pay-the-proceeds—to-the
benefisiary.” and remove the underscored colon

Page 5, remove lines 24 through 31
Page 6, remove lines 1 through 3

Renumber accordingly

C
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13.0397.04004 Prepared by the Legislative Council staff for
Title. Senator Klein
March 26, 2013

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1171

Page 1, line 9, after "contract" insert "issued in this state"

Page 1, line 20, after "insurance" insert "issued in this state"

Page 2, line 9, replace "Within ninety days of the effective date of this Act" with "Before
November 1, 2014"

Page 2, line 17, replace "ninety days" with "four months"
Page 2, line 20, remove the second "and"

Page 2, line 21, after "b." insert: "Review the insurer's records to determine whether the
individual who has died purchased any other products with the
insurer: and

C.

Page 3, line 8, after "4." insert: "Every insurer shall implement procedures to account for:

a. 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:

b. Compound last names, maiden or married names, and hyphens,
blank spaces, and apostrophes in last names:

c. Incomplete date of birth data and transposition of the month and date
portions of a date of birth; and

d. Incomplete social security numbers.

5."
Page 3, line 14, replace "5." with "6."
Page 3, line 17, replace "6." with "7."
Page 3, remove lines 21 through 30

Page 4, replace lines 1 and 2 with:

"Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file
comparisons and revised death master file comparisons required under this chapter to
the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic searchable
files, and to allow for phasing-in compliance with this chapter according to an insurer's
plan and timeline approved by the commissioner."

Page 4, line 6, after "practices" insert "- Liability limitation"

Page No. 1 13.0397.04004



Page 4, line 7, after the period insert "This chapter does not create a private cause of action for
violation of this chapter. Once an insurer submits unclaimed life insurance benefits or
unclaimed retained asset accounts, plus any applicable accrued interests, to the state
abandoned property office in compliance with this chapter, the insurer is relieved and
indemnified from additional liability to any person relating to the proceeds submitted.
This indemnification from liability is in addition to any other protections provided by
law."

Page 4, line 16, remove "If the policy or annuity contract provides for death benefits and is
covered under"

Page 4, remove line 17
Page 5, line 21, remove the underscored comma
Page 5, line 22, remove the overstrike over "feur-menths-after"

Page 5, line 22, remove "ninety days following the company learning of"

Renumber accordingly
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Keiser, George J.

'‘Camillo, John"; 'Thomas D Kelsch'

Rep. Keiser

During our lunch meeting this week I told you my company had used the Death Master File to verify deaths as part of our anti-fraud
plan. When we did this, we sent our claims files to the service bureau and they reported back to us which ones they confirmed as
deceased due to matching with a file on the DMF. This does not mean that we were a unilateral user in the same sense in which you
are portraying us. We have never used the DMF to find out if people on our active files were dead, we only used the DMF to confirm
that those on our claims files were dead. | see this as an important distinction and wanted to clarify.

Gerry Kraus

Vice President-Compliance

5700 Westown Parkway West Des Moines, IA 50266

Tel: 800-477-3633, ext. 7705

Local: 515-440-7705 Fax: 515-440-7690
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in the email may be confidential, proprietary, or privileged information. If you have received this email in error
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ENTERED .

COMMONWEALTH OF KENTUCKY{ APR 012 7
- FRANKLIN CIRCUIT COURT =

CIVIL ACTION No 12-(:1-1441 SALLY JUME, CLERK

\Jx

‘UNITED INSURANCE COMPANY OF AMERICA | |
" THE RELIABLE LIFE INSURANCE COMPANY, aud R T RS T
RESERVE NATIONAL INSURANCE COMPANY ', j " PLAINTIFFS -

v . OPINIONANDORDER

COMMONWEALTH OF KENTUCKY v
C KENTUCKY DEPARTMENT OF INSURANCE
. SHARON P. CLARK;

- in her officlal capactty as’ Commtssxoner of the
‘-KENTUCKY DEPARTMENT OF INSU A NCE

) a good falth eﬁ'ort to, determme whether benefits edu_ | ‘ascdv_ .the Social Sec

e Admmtstratlon s Death Master Frle, n | 'lﬁfdrrn"thejﬁofiyl o

o the claxms procedureﬂ’lam 1ffs are_msuranc ccmpames that argue the statute amounts to an f

h ',f:unlawful retroactlve regulatlon of 'thelr '"'re -€Xi tln‘ lhfe msurance'contracts ;whlch vwere formed |

wrthout contemplatmg these requlrements Plamtrtfs further argue that the statute vrolates the

CE_’Z‘_@_"ES,%C of the Kentucky and Umted States Constltutlon The Degartment of Insuran ce

and Com issioner Sharon Clark argue that the statute isa vahd exercise of the state s po]tce

1
|

power, and that the legislation is a: necessary and appropnate measure o protect the interests of




',have farled to show any 1mpa1rment of a vested ot substantrve nght Havmg revrewed the record ~'.' '

| 'heard the arguments of counsel and otherw1se bemg sufﬁcrently advrsed th1s Court heneby

| GRANTS summary Judgment for the Commonwealth for reasons more fully dlscussed‘below |

o ThlS case anses out of a dlsput ‘, ', Ver v
sell coverage in Kentucky should be requlred to check thelr hst of 1nsureds agamst the Soc1a1

'Securrty Adrmnlstratron s Death Master Frle If a match 1s 1dent1ﬁed the 1nsurer must make a

'pohcles we have in force would not be costly to TUn the match agamst ” (Myers Testrmony, p B

R - 96 97) After runnmg the search the Plamtrffs estlmate “statute is hkely to more than double the

: ! Plamtlff msurance compames are sma]ler compames who do busmess mamly in Kentucky Natlonal llfe insurance
' companies have engaged in multi-state global settlement with the government that requires them to check the Death
Master File and notify beneficiaries of deceased insureds. (htp://www.lifehealthpro.com/2012/11/19/iohn-hancock-
-companies-gettle-with-6-states) Plaintiffs’ in-force policies have lower face amounts than those offered by many
other, national life insurance companies. The average face amount of United and Reliabie’s life insurance policies.in
force is approximately $4,800 with a $16 monthly premium, and Reserve’s average is about $8,000 with.a $37
monthly premium. (Plaintiffs’ Motion for Summary Judgment, p. 4)

2




.b _ effort requ1red to adJudlcate pohcles as deﬁned So my rough guess 1s we 11kely would Spend

_.probably about 200 hours per match in order to meet the requlrements of the k_statute ” (Mye

o _Testlmony, P 98—99) Thxs would result m an estlmated $20 000 to $4() 000 cost although the -

"_;estlmates in tune and cost v were admltted by Plalntlffs as belng based purely on speculatlon of IT . f.' o

"’.'and semor management (Schallhorn Testlmony, p 80 p 93) ’R' ’gardl of '1ts apphcat1on to

| ex1st1ng pollcles the companles wxll Stlll be requ1red to put the technology and procedures ln . o -

e I: "place to access the Death Master Flle for prospectlve apphcatlon :(Schallhorni Testlmony, p 97)

Plalntlffs current clmms procedures upon recerpt of nottce of deathis o ask the. person

= the beneﬁclary, Whrch could open the company up to all sorts'of other potentlal htlgatlon, :

% “':"-“'_;iwould t.hmk ? (Schallhorn Testlmony, p 120) The Department of Insurance m oral arguments, ,, ..

- stated rts 1nterpretatlon of the law isnot. to requ1re companles to prove the death w1th a death
2 certlﬁcate but rather merely to make a good faith effort to learn of deaths through the Death

= ’Master Flle and make a good falth effort to attempt to give notice to potentlal beneﬁmarles The L



clarms process would remarn otherwrse unchanged whrch would requlre” ny: benef' c1ary to b,

follow the company s procedures detalled above ff: L

Plarntlﬁ‘s have brou _t an actron 1n thrs Court for a Declaratlon of nghts to: declare the v

i law unconstltutonal The Plamtlﬁ's argue the statute is fac1ally 1nva11d because no law can be

- ’_ retroactrve in apphcatlon ’under’ RS

L if:ishould summary Judgment be granted Steelvest Inc V. Scansteel Serv Ctr Inc., 807 SVWZd :

s 476 (Ky 1991) The record must be v1ewed in the hght most favorable to the party opposmg the

- ,motlon for summary Judgment and all doubts are to be resolved in hrs favor Id A summary

) Judgment movant has the mrtral burden of showrng that no genume of materlal f act exrsts,



whereupon the burden shlfts as a party opposmg supported summary Judgment motlon cannot

‘ .defeat it Wlthout presentmg at least some afﬁrmatxve ev1dence showmg that there isa 'genume

' jlssue of matenal fact for tnal Hlbblts V. Cumberland Vallev Nat’l Bank and Trust Co 977
_ 1”.SW2d252(Ky Ct App 1998) L L o

Any statute m the Commonwea]th “carnes presumptlon of constltutlonahty = B

| Commonwealth V.. Halsell 934 S W 2d 552 554-(Ky~. 1996),

Brooks V. Island Creek Coal

e :'Comp y 678 S W 2d 791 792 (Ky App 1984).'; When a court rev1ews the constltutlonahty of a

foperated asa substantlal 1mpa1rment of a contraetual relatlonshjp ? Energy Reserv viGrouu Inc

: '_ Kansas Power & nght Co 459 U S 400 41 l (1983) The seventy of the 1mpa1rment w1ll
}mcrease the level of scmtmy Id “Total destructlon of contractual expectatlons 1s not necessary L

for a finding of substantlal nnpalrment On the other hand, state regulatlon that restrxcts a party to




' gams 1t reasonably expected from the contract does not necessanly constltute a substantlal

-1mpa1rment Id (1ntemal crtat1ons removed) “In detenmmng the extent of the nnpalrment we __

are to consrder whether he 1ndustry the complammg party has entered has been regulated in the_‘..f' |

-' ;:msurance:company to 1dent1fy and notlfy;_beneﬁcrarle ﬁer the deat on“an nsured. "l‘he

. _ }j_» expressed legrslatlve_’purpose :_of the Act ("to req, 1re complete dlSClO Te; transparency and i |

"2) is a valld exercrse or the pohce or regulatory power of the state Such

o accountabﬂlty
remed1al requlrements "do no 1mpa1r the rlghts a party possessed when he or. she acted or e

glve past conduct or transactrons new substantlve legal consequences [and thus] they do not

2 KRS 304.15-4200(1).



[t 1 o "When a statute 1s purely remedlal or procedural and does not V1olate a vested rtght” but

| operate retroactrvely n Moorev SlllS 307 S W 3d 71 81 (Ky 2010) Whlle the 1nsurance
- '.company has a reasonable expectatlon that the state Wlll not alter 1ts contractual obllgatlons,_‘i ‘.
Lt has no reasonable expectatlon that the state w1ll not 1mpose reasonable regulatory

L requlrements demgned to enforce the pre-exrstmg contract nghts of 1nsureds and

Here the leglslature has sought to remedy the problem of msurance compames :

: .”holdmg on to funds that should be pald to beneﬁc1ar1es upon the death of an’ 1nsured The

5 ‘.tradltlonal mdustry pract1ce allows insurance. compames to stick thelr heads in thesand and o

e operates to further a remedy or conﬁxm a rlght 1t does not come w1th1n the-’concept of '

Eh '_"_":‘aretrospectlve laW nor the general prohlbltlon agamst the retrOSpectlve operatlon of statutes

-:‘ eracle v. RJgg . 91 8 S. W 2d 745 747 (Ky App 1996) Here the statute remedles a
) .51gmficant problem in the regulatlon of the busmess of insurance, a busmess Wthh is; hlghly .

regulated in all aspects '



o The statute merely conﬁrms the rlght of beneﬁcrarres to the money the msured' S

'prermums have already pald for, and thus the statute must be construed as a remedlal or
' k procedural requlrement not subject to the prohlbltlon agamst retroaotlve leglslatlon The

o regulatory reqmrements of the statute do not 1mpalr the vested nghts of the partles to the

R vested for these purposes only 1f 1t has rxpened mto a'secure entltlement to present or. future

- enJoyment The mere expectat1on of enJoyment 1s not enough ” ng V. Campbell Countv, 217

S.W.3d 862 (Ky App 2006) Although Plamtlffs argue they have a vested rrght in. a potentlal

beneﬁmary s burden of notlce, thelr argument is based ona nght to future enjoyment of



rnsurance premlum mvestments made as the custodran of money otherwrse properly payable to
- »the beneﬁcmrres of deceased 1nsureds A nght 1n order to be vested (1n the constrtutronal sense)
" must be more than a mere expectat1on of future beneﬁts oran. 1nterest founded upon an.

. 'antlcrpated contlnuance of ex1st1ng general laws vLoursv1lle Sho ping Center

“Matthews 635 °S. W 2d 307 310(Ky 1982)
In eﬁ'ect the Plamtrﬁ‘s expectatlon was that the leglslature would not drsturb the T

’ .tradltlonal 1ndustry practrce of 1gnor1ng pubhcly avarlable data about the deaths of 1nsureds and _.":" L

o _ B that the leglslature would not 1mpose any regulatory requlrement to find or notrfy beneﬂcrarles i

: : .Judgment p 1 1) Wlule Plamtrﬁ's may have had some expect on that some percentage of the’v:-f'_: o L
' '_ '_.”'msurance payments would be leﬁ for an extended term there was never any guarantee they .
| ".would recerve sucha beneﬁt The regulatory requrrement that the Plarnt1ffs ma.ke a good falth SN
effort to 1dent1fy and glve notlce to potentlal cla1mants does notrmpalr a vested rrght e
The Plamtlff s argument suggests that notlce is a requlred condltlon precedent to

coverage under-the polrc1es1n ,questlon, and that the statute substantlally alters thls requirement,



(Plalntlff’ s Motlon for Summary Judgment p 16) Yet notlce is never mentloned in: the

:contracts Further ‘both Myers and Schallhorn Deposmons concede that notl " '"'may be recetved L

from any source When notlce zs materlal to the contrac, itis: prov1ded"for.‘ xpressly The -:- i

: 'contractual obhgatlon that forms the ba31s for these msurance contract S vproof of death not a

L ‘notxce of clalm (Schallhorn Dep bk 1] 9) Plarntrffs rely on Andrews v. .NatlonWJdc Mutual Ins '

2012 WL 52899463 for support of thelr posmon that the notlce and‘ proof of death requxrement

_ creates addltlonal non-contractual dutles However .thls. mtcrpretatlon of the term conﬁrm the

o 'contractual mght in the statute s reqmrement for msurance companles tO make a gOOd faﬁh effort :

to locate and' notlfy beneﬁc1anes of thelr rlght to recelve funds S

3 The Andrews case is an unpublished Ohio Appeals Court decision. Unpublished decisions, even within this
jurisdiction, “shall not be cited or.used as binding precedent inany other case in any court of this state...” CR 76.28.
While the case may be cited'in limited circumstances, the Court does not find it persuasive.

10




o 3 Even if: the statute 1mpa1rs a contractual rlght, 1t is Justlfied by a sngmficant and PR
legmmate pubhc purpose s E R T A

Although thls Court ﬁnds there is 1 o contractual rlght to"‘be lmpalred even if the S

R *addltlonal procedural step of perlodlcally checkmg the Death Master-Flle and notlfymg 1nsured

;.chents 1s con51dered to be a contractua "mpau‘menf thls burden is _]ustlﬁed by a si gnlﬁcant and-

- legmmate pubhc purpose, as-explamed by the Supreme Court in Kansas Power & L: ht C AS ' " o

| the Court held there " [1]n determmmg the:extent .f the impairmen we"are to con51der whether

e the mdustry the complammg party has entered has been regulated in the: past i The Court Iong 3

g "people in Iower somo -economic: cIasses '-(Id ) Thlstourt ﬁnds tleglslatlve Judgment on the P

B *ﬂnecessﬂy and reasonableness of thls partl u ar:matter was well _]ustxﬁed In addltlon, the statute 1s

:_.natrowly ta;llored to serve the purpose of ensunng that beneﬁcmnes who are lawfully entltle d to ne

a these funds receive thelr money in due course.

* This statute does not-requlre ‘the msurance ootnpatﬁes"to"-ooinplete the c‘laims‘process,

despite Plaintiffs’ argurnent to the contrary. The statute is narrowly tailored to- give notice to

11



) potentlal beneﬁclanes, but Ieaves 1ntact the contractual burden of provmg the death ThlS statute_‘j‘ o

serves a 31gmﬁcant pubhc mterest and 1s narrowly tallored to address that mterest It cannot be lg;fi

o con51dered a major 1mpa nnent of any contractual nght

The Court has mdlcated the pubhc purpose need not address an emergency or temporary SR -

*_‘_snuatlon Id at412. Fmal]y, 1f alegltlmate purpose ex1sts' ,kliw‘wcouri mu determme whether the - e

o adjustment of contractual rlghts and respon31b111t1es is based on reasonable condltlons and of a o

‘- character appropnate to the pubhc purpose Justlfymg the leglslatlon s adoptlon ke Id Unless the i

Judgment 1s R :

> ( GRANTED and the Plamtlﬁ‘s Motlon for Summary Judgment is -,DENIED ;In order to al]owl e S

“ -f:; :any party adversely affected by thls ruhng to seek post—judgment rehef or obtam 1nterlocutory
‘ | _rehef regardmg enforcement of the reqmrements of the statute, the Court Sua sponte ORDERS ." " : |
> Enforcement of the requlrements of KRS 304 15-420 agalnst the Plalntlffs in’ thls

‘ :actlon sha]l be STAYED pursuant to CR. 62 fora perlod of ten (1 O) days from the entry of thls '

12



Opinion andtOrder'-t'o alloW_.Pl_’aintiffs__‘.to -‘iﬁle ."anyapost_-judgmentfantionsor'eto:seekiilnterloCUtory ‘.

relief:

2. Thls stay of enforcement shall automatlcally dlssolve at close of busmess on. Aprll 1 l
= 7.201 3 unless extended by the ﬁhng of a post-Judgment motlon under CR 59 or CR 60 or through

rehef under CR: 62 or CR 65 by an appellate court of competent Junsdrctlon So ORDERED thls

ISl

day of Apnl 201 3 Thrs isa ﬁnal and appealable order and there 1s no Just cause for delay

' FROST, BROWN, TODD LLC
© 1 400 West Market Street, 32nd Floo
_Lou1sv1lle, Kentucky 40202

S :.}{I:Carol Lynn Thompson, pro hac vice i
... SIDLEY AUSTIN, LLP ‘
- 555 California Street -+ .« .
: San Franmsco, Cahforma 941 04

Jack Conway, Attorney General :
OFFICE OF THE ATTORNEY GENERAL
700 Capitol Ave., Suite 118 =~
‘Frankfort, Kentucky 40601
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Saturday, April 13, 2013 3:51 PM

Keiser, George J.

Clark, Jennifer S.; Joel W Gilbertson

Unclaimed Property

Attachments: 1171 UCP Amendments (Conference Committee).docx

George,

Good afternoon. Joel and I have been working much of today with Kate, Bruce, and M] Hudson (former insurance
commissioner and national expert on unclaimed property laws) to figure out a way to come to a workable resolution
that is good for Nozth Dakotans and good for the life insurance industry. From our vantage point, a one-year eatly
escheat provision is simply the shortest time period ACLI can swallow. We’d like to talk in more detail, but the
bottom line 1s that anything less than a year is anti-consumer. Further, reducing it less than a year would send a
strong signal to the industry that North Dakota wants to make it hard to do business in the state, especially when it
comes to mandatory reporting requirements. There are a litany of other reasons, most of which you are aware, why
allowing companies to retain the policies for a reasonable period of time is good for North Dakota policyholders
and their beneficiaries.

Life insurers do not have strong incentives to hold on to policies. You've said many times that insurers want to pay
benefits; that’s what they do (and do it welll). And for an issue like unclaimed policies discovered by DMF searches
— a tiny subset of policies — to be subjected to an incredibly aggressive timeline is neither workable nor reasonable.

\['hus, we’d like you to consider the attached amendment, which is really the most ACLI can give up without
pposing the bill. It sets up a one-year time period but limits the liability of the insurer for early escheating (which
another section of the bill does for normal escheating). Please feel free to e-mail back or give my cell a call at 701-
240-3372. I’ll be available the rest of the weekend and early Monday morning if you want to talk through it.

I also wanted to confirm Jen’s keen observations about a couple technical issues. Looking at the last marked-up
copy, she is right that we can’t simply change “three” to “one” (or “six months” for that matter) on lines 6 and 8 of
page 5. Other policies that aren’t subject to the DMF searches would be affected, and we realize that isnot your
intent (nor would we be amenable to that). Further, the sentence the Senate removed on lines 9 and 10 of page 5 we
feel should remain out because of the Jen’s good drafting in section 1 of the bill. Leaving those two lines out avoids

creating potential ambiguities. I’d be glad to tall with Jen if you or she so desires.

I apologize for the lengthy e-mail, but wanted you to have time to consider our latest efforts. This timeline a big
deal to ACLI, George, and we’d like to find a workable and reasonable compromise. As I stated above, just call or
e-mail if you’d like to discuss. I'd also be glad to meet in person tomorrow if that’s your preference.

Best,
Levi

Levi D. Andrist | Aftomey

200 North 3rd Street, Suite 201

P.O. Box 2097 | Bismarck, ND 58502-2097
\Tel: 701.258.7899 | Fax: 701.258.9705
randrist@vogellaw.com | www.vogellaw.com
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1171

That the Senate recede from its amendments as printed on pages 1225 and 1226 of the House
Journal and pages 968 and 969 of the Senate Journal and that Engrossed House Bill No. 1171
be amended as follows:

Page 1, line 9, after "contract" insert "issued in this state"

Page 1, line 20, after "insurance" insert "issued in this state"

Page 2, line 9, replace "Within ninety days of the effective date of this Act" with "Before
November 1, 2014"

Page 2, line 17, replace "ninety days" with "six months"
Page 2, line 17, after the first "the" insert "potential"
Page 2, line 20, remove the second "and"

Page 2, line 21, after "b." insert "Review the insurer's records to determine whether the
individual who has died purchased anv other products with the
insurer; and

C.

Page 3, line 8, after "4." insert "Every insurer shall implement procedures to account for;

a. 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;

b. Compound last names, maiden or married names, and hyphens,
blank spaces, and apostrophes in last names:

c. Incomplete date of birth data and transposition of the month and date
portions of a date of birth; and

d. Incomplete social security numbers,

5."

Page 3, line 14, replace "5." with "6."
Page 3, line 17, replace "6." with "7."
Page 3, line 21, replace "7." with "8."

Page 3, line 21, replace "one hundred twenty days" with "six months"

Page 3, line 29, replace "8." with "9."
Page 3, line 29, replace "7" with "8"

Page 4, after line 2 insert:
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Rulemaking.

The commissioner may adopt rules to limit_an insurer's death master file
comparisons and revised death master file comparisons required under this chapter to
the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic searchable
files. and to allow for phasing-in compliance with this chapter according to an insurer'’s
pian and timeline approved by the commissioner."

Page 4, line 6, after "practices" insert "~ Liability limitation"

Page 4, line 7, after the second underscored period insert "This chapter does not create a
private cause of action for violation of this chapter. Once an insurer submits unclaimed
life insurance benefits or unclaimed retained asset accounts, plus any applicable
accrued interests, to the state abandoned property office in compliance with this
chapter, the insurer is relieved and indemnified from additional liability to any person
relating to the proceeds submitted. This indemnification from liability is in addition to
any other protections provided by law."

Page 4, line 11, overstrike "Funds" and insert immediately thereafter "Except as otherwise
provided under this section, funds"

Page 4, line 16, after "is" insert "a_policy"
Page 4, line 25, after the first "the" insert "insurance"

Page 4, line 26, after "died" insert ",_in which case the company shall comply with subsection 6"

Page 5, line 21, overstrike "and the beneficiary has not communicated with the insurer"
Page 5, line 22, after "feur" insert "six"

Page 5, line 22, remove the overstrike over "months"

Page 5, line 22, remove "ninety days"

Page 5, remove line 26

Page 6, line 3, replace the underscored period with "; and

c. Report and deliver the unclaimed property to the administrator as
abandoned property if the benefits are due in accordance with the
applicable insurance policy or annuity contract and the beneficiary has
not submitted a claim with the insurer."

Renumber accordingly
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Sixty-third
Legislative Assembly
of North Dakota

ENGROSSED HOUSE BILL NO. 1171

Introduced by
Representatives Keiser, Kasper

Senators Klein, O'Connell

ABILL for an Act to create and enact a new chapter to title 26.1 of the North Dakota Century
Code, relating to unclaimed life insurance benefits; and to amend and reenact section

47-30.1-07 of the North Dakota Century Code, relating to the state's unclaimed property act.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. A new chapter to title 26.1 of the North Dakota Century Code is created and
enacted as follows:
Definitions.

As used in this chapter:

1. "Contract" means an_annuity contract issued in this state. The term does not include

an annuity used to fund an employmeni-based retirement plan or program in which the

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

beneficiaries of specific plan participants.

[N

"Death master file" means the United States social security administration's death

master file or any other database or service the commissioner has determined is at

least as Comprehensive as the United States social security administration's death

master file for determining that an individual has reportedly died.

"Death master file match" means a search of the death master file or revised death

IS4

master file which results in a match of the social security number or of the name and

date of birth of an insured, annuity owner, or retained asset accountholder.

[

"Policy" means any policy or certificate of life insurance issued in this state which

provides a death benefit. The term does not include:

a. Apolicy or certificate of life insurance which provides a death benefit under an

employee benefit plan subject to the federal Employee Retirement Income

Security Act of 1974 [Pub. L. 93-406: 29 U.S.C. 1002 et seq.l:
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5.

b. Apolicy or certificate of life insurance which provides a death benefit under an

employee benefit plan under any federal employee benefit program;

A policy or certificate of life insurance which is used to fund a preneed funeral

e

contract or prearrangement; or

d. Apolicy or certificate of credit life or accidental death insurance.

"Revised death master file" means the names added to the death master file since the

insurer's most recent semiannual comparison required under this chapier.

Insurer conduct.

1

N

Within-pinety-davs-of-the-effoctive-date-of this- ActBefore November 1, 2014, an insurer

shall perform a comparison of the insurer's insureds' in-force life insurance policies

and retained asset accounts against a death master file in order to identify potential

matches of the insurer's insureds. Semiannually, an insurer shall perform a

comparison of the insurer's insureds' in-force life insurance policies and retained asset

accounts against the revised death master file in order to identify the potential

matches of the insurer's insureds.

For each potential match identified as a result of a death master file or revised death

master file match, within sirety-davssix months of the potential match, the insurer

shall:

a. Complete a good-faith effort, which the insurer shall document, to confirm the

death of the insured or retained asset accountholder against other available

records and information;-and

Review the insurer's records to determine whether the individual who has died

[

purchased any other products with the insurer; and

c. Determine whether benefits are due in accordance with the applicable policy or

contract, and if benefits are due in accordance with the applicable policy or

contract the insurer shall:

(1) Use good-faith efforts, which the insurer shall document, to locate the

beneficiary or beneficiaries; and

(2) Provide the appropriate claims forms or instructions to the beneficiary or

beneficiaries to make a claim, including the need to provide an official death

certificate, if applicable under the policy or contract.
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3. With respect to group life insurance, for each potential match identified as a result of a
death master file or revised death master file match, the insurer shall confirm the
possible death of an insured if the insurer maintains at least the following information
of those covered under a policy or certificate:

a. The social security number or the name and date of birth;
b. Beneficiary designation information;

c. Coverage eligibility;

d. Benefit amount; and

e. Premium payment status.

4. Evervinsurer shall implement procedures {o account for:

a. Nicknames. initials used in lieu of a first or middle name. use of a middie narie
compoung first and middle names. and inierchanged first and middle names:

b. Compound last names. maiden or married names. and hyphens. blank spaces.
and apostrophes in last names:

c. _Incomplete date of birth data and transposition of the month and date portions of
& date of birth: and

d. Incomplete social securitv numbers.

£. _ Tothe extent permitted by law, for each potential match identified as a result of a
death master file or revised death master file match, the insurer may disclose
minimum necessary personal information about the insured or beneficiary to:

a. Aperson the insurer reasonably believes may be able to assist the insurer locate
the beneficiary; or
b. A person otherwise entitled to payment of the claims Drocéeds.

l 5:6. Aninsurer or an insurer's service provider may not charge an insured, accountholder,
or beneficiary for any fees or costs associated with a comparison, search, or
verification conducted pursuant to this section.

\ 8:7. The benefits from a life insurance policy or a retained asset account, plus any

applicable accrued interest must be first payable to the designated beneficiaries or

owners and if the beneficiaries or owners cannot be found, escheat to the state as

unclaimed property under chapter 47-30.1.
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8. Within ene-hundred-twenbrdayssix months following a poiential match identified as a

result of a death master file or revised death master file match, an insurer shall notify

the state abandoned property office that:

a. Alife insurance policy beneficiary or retained asset accountholder has not

submitted a claim with the insurer; and

b. The insurer has complied with subsections 2 and 3 and has been unable, after

good-faith efforts documented by the insurer, to contact the retained asset

accountholder, beneficiary, or beneficiaries.

9 8:9. Upon providing notice under subsection #8, an insurer immediately shall submit the
10 unclaimed life insurance benefits or unclaimed retained asset accounts, plus any
11 applicable accrued interest, to the state abandoned property office as provided under
12 chapter 47-30.1.
1 3 Rulemaking.
14 The commissioner may adopt rules to limit an insurer's death master file comparisons and

15 | revised death master file comparisons required under this chapter to the insurer's electronic

16 | searchable files, to allow the commissioner to approve an insurer's plan and timeline for

17 | conversion of the insurer's files to electronic searchable files, and to allow for phasing-in

18 | compliance with this chapter according to an insurer's plan and timeline approved by the

19 | commissioner.

20 Application.
21 Section 47-30.1-07 and chapter 47-30.1. relating to unclaimed property, apply to a contract

22  or policy to the extent the laws do_not conflict with this chapter.

23 Unfair trade practices - Liability limitation.

24 Failure to meet any requirement of this chapter is a violation of chapter 26.1-04. This

25 | chapter does not create a private cause of action for violation of this chapter. Once an insurer

26 | submits unclaimed life insurance benefits or unclaimed retained asset accounts, plus any

27 | applicable accrued interests, to the state abandoned property office in compliance with this

28 | chapter, the insurer is relieved and indemnified from additional liability to any person relating to

29 | the proceeds submitted. This indemnification from liability is in addition to any other protections

30 | provided by law.
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1 SECTION 2. AMENDMENT. Section 47-30.1-07 of the North Dakota Century Code is
2 amended and reenacted as follows:
3 47-30.1-07. Funds owing under life insurance policies.
4 1. FuohdsExcep! as otherwise provided under this section. Tunds held or owing under any
5 life or endowment insurance policy or annuity contract that has matured or terminated
6 are presumed abandoned if unclaimed for more than three years after the funds
7 became due and payable as established from the records of the insurance company
8 holding or owing the funds, but property described in subdivision b of subsection 3 is
9 presumed abandoned if unclaimed for more than three years. If the policy or annuity
10 contract provides for death benefits and is s pclicv covered under section 1 of this Act,
11 the insurance company shall comply with section 1 of this Act.
12 2. If a person other than the insured or annuitant is entitled to the funds and an address
13 of the person is not known to the company or it is not definite and certain from the
14 records of the company who is entitled to the funds, it is presumed that the last known
15 address of the person entitled to the funds is the same as the last known address of
16 the insured or annuitant according to the records of the company.
17 3. For purposes of this chapter, a life or endowment insurance policy or annuity contract
18 not matured by actual proof of the death of the insured or annuitant according to the
19 records of the insurance company is matured and the proceeds due and payabile if:
20 a. The company knows that the insured or annuitant has died. in which case the
21 company shali comply with subsection 6; or
22 b. (1) Theinsured has attained, or would have attained if the insured were living,
23 the limiting age under the mortality table on which the reserve is based;
24 (2) The policy was in force at the time the insured attained, or would have
25 attained, the limiting age specified in paragraph 1; and
26 (3) Neither the insured nor any other person appearing to have an interest in
27 the policy within the preceding three years, according to the records of the
28 company, has assigned, readjusted, or paid premiums on the policy,
29 subjected the policy to a loan, corresponded in writing with the company
30 concerning the policy, or otherwise indicated an interest as evidenced by a
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1 memorandum or other record on file prepared by an employee of the

2 company.

3 4.  For purposes of this chapter, the application of an automatic premium loan provision or

4 other nonforfeiture provision contained in an insurance policy does not prevent a

5 policy from being matured or terminated under subsection 1 if the insured has died or

6 the insured or the beneficiary of the policy otherwise has become entitled to the

7 proceeds thereof before the depletion of the cash surrender value of a policy by the

8 application of those provisions.

9 5. Ifthe laws of this state or the terms of the life insurance policy require the company to
10 give notice to the insured or owner that an automatic premium loan provision or other
11 nonforfeiture provision has been exercised and the notice, given to an insured or
12 owner whose last known address according to the records of the company is in this
13 state, is undeliverable, the company shall make a reasonable search to ascertain the
14 policyholder's correct address to which the notice must be mailed.

15 6. Notwithstanding any other provision of law, if the company learns of the death of the
16 insured or annuitant-ard-the-beneficiary-has-not-communicated-with-the-iastrer, within
17 foursix months-afterninety-days following the company learning of the death, the

18 ' company shall take-reasenable-steps-to-pay-the-prosecds-to-the-beneficiary:

19 a. Complete a good-faith effort, which the company shall document, to confirm the
20 death of the insured or annuitant against other available records and information;
21 ahd

22 b. Determine whether benefits are due in accordance with the applicable insurance
23 policy or annuity contract, and if benefits are due in accordance with the

24 applicable policy or contract the company shall:

25 (1) Use good-faith efforts, which the company shall document, to locate the

26 beneficiary or beneficiaries; and

27 (2) Provide the appropriate claims forms or instructions to the beneficiary or
28 beneficiaries to make a claim, including the need to provide an official death
29 certificate, if applicable under the policy or contract:; and
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1 ¢ Report and deliver the unciaimed property to the administrator as abandoned
2 property if the benefits are due in accordance with the applicable insurance policy
3 or annuity contract anc the beneficiary has not submitted a claim with the insurer.
4 7. GCommeneingiwe-years-aftferduly-1-1986-everyEvery change of beneficiary form
5 issued by an insurance company under any life or endowment insurance policy or
6 annuity contract to an insured or owner who is a resident of this state must request the
7 following information:
8 a. Thename of each beneficiary, or if a class of beneficiaries is named, the name of
9 each current beneficiary in the class;

10 b. The address of each beneficiary; and

11 c. The relationship of each beneficiary to the insured.
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Title. Senator Sorvaag
April 16, 2013

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1171

That the Senate recede from its amendments as printed on pages 1225 and 1226 of the House
Journal and pages 968 and 969 of the Senate Journal and that Engrossed House Bill No. 1171
be amended as follows:

Page 1, line 9, after "contract" insert "issued in this state"

Page 1, line 20, after "insurance" insert "issued in this state"

Page 2, line 9, replace "Within ninety days of the effective date of this Act" with "Before
November 1, 2014"

Page 2, line 17, replace "ninety days" with "four months"
Page 2, line 20, remove the second "and"

Page 2, line 21, after "b." insert "Review the insurer's records to determine whether the
individual who has died purchased any other products with the
insurer: and

c.

Page 3, line 8, after "4." insert "Every insurer shall implement procedures to account for:

a. 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;

b. Compound last names, maiden or married names, and hyphens,
blank spaces, and apostrophes in last names:

c. Incomplete date of birth data and transposition of the month and date
portions of a date of birth; and

d. Incomplete social security numbers.

5'"

Page 3, line 14, replace "5." with "6."
Page 3, line 17, replace "6." with "7."
Page 3, line 21, replace "7." with "8."

Page 3, line 21, replace "one hundred twenty days" with "one year"

Page 3, line 29, replace "8." with "9."
Page 3, line 29, replace "7" with "8"

Page 4, after line 2, insert:
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"Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file
comparisons and revised death master file comparisons required under this chapter to
the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic searchable
files, and to allow for phasing-in compliance with this chapter according to an insurer's
plan and timeline approved by the commissioner."

Page 4, line 6, after "practices" insert "- Liability limitation"

Page 4, line 7, after the underscored period insert "This chapter does not create a private
cause of action for violation of this chapter. Once an insurer submits unclaimed life
insurance benefits or unclaimed retained asset accounts, plus any applicable accrued
interests, to the state abandoned property office in compliance with this chapter, the
insurer is relieved and indemnified from additional liability to any person relating to the
proceeds submitted. This indemnification from liability is in addition to any other
protections provided by law."

Page 4, line 16, remove "If the policy or annuity contract provides for death benefits and is
covered under"

Page 4, remove line 17
Page 5, line 21, remove the underscored comma
Page 5, line 22, remove the overstrike over "feur-menths-after”

Page 5, line 22, remove "ninety days following the company learning of"

Renumber accordingly
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1171 3 1 Rl

That the Senate recede from its amendments as printed on pages 1225 and 1226 of the House
Journal and pages 968 and 969 of the Senate Journal and that Engrossed House Bill No. 1171
be amended as follows:

Page 1, line 9, after "contract" insert "issued in this state"

Page 1, line 20, after "insurance" insert "issued in this state"

Page 2, line 9, replace "Within ninety days of the effective date of this Act" with "Before
November 1, 2014"

Page 2, line 17, replace "ninety days" with "twelve months"
Page 2, line 17, after the first "the" insert "potential"
Page 2, line 20, remove the second "and"

Page 2, line 21, after "b." insert "Review the insurer's records to determine whether the
individual who has died purchased any other products with the
insurer; and

c.

Page 3, line 8, after "4." insert "Every insurer shall implement procedures to account for:

a. 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;

b. Compound last names, maiden or married names, and hyphens,
blank spaces, and apostrophes in last names;

c. Incomplete date of birth data and transposition of the month and date
portions of a date of birth; and

d. Incomplete social security numbers.

5'"

Page 3, line 14, replace "5." with "6."
Page 3, line 17, replace "6." with "7."
Page 3, line 21, replace "7." with "8."

Page 3, line 21, replace "one hundred twenty days" with "twelve months"

Page 3, line 23, after "office" insert "pursuant to chapter 47-30.1"

Page 3, line 29, replace "8." with "9."
Page 3, line 29, replace "Upon" with "Within thirty day of"

Page 3, line 29, replace "7" with "8"

Page No. 1 13.0397.04008



Page 3, line 29, remove "immediately"

Page 4, after line 2 insert:

"Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file
comparisons and revised death master file comparisons required under this chapter to
the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic searchable
files, and to allow for phasing-in compliance with this chapter according to an insurer's
plan and timeline approved by the commissioner."

Page 4, line 6, after "practices"” insert "- Liability limitation"

Page 4, line 7, after the second underscored period insert "This chapter does not create a
private cause of action for violation of this chapter. Once an insurer submits unclaimed
life insurance benefits or unclaimed retained asset accounts, plus any applicable
accrued interests, to the state abandoned property office in compliance with this
chapter, the insurer is relieved and indemnified from additional liability to any person
relating to the proceeds submitted. This indemnification from liability is in addition to
any other protections provided by law."

Page 4, line 11, overstrike "Funds" and insert immediately thereafter "Except as otherwise
provided under this section, funds"

Page 4, line 16, after "is" insert "a policy"

Page 4, line 25, after the first "the" insert "insurance"

Page 4, line 26, after "died" insert ", in which case the company shall comply with subsection 6"

Page 5, line 21, overstrike "and the beneficiary has not communicated with the insurer"
Page 5, line 22, after "‘feu%" insert "twelve"

Page 5, line 22, remove the overstrike over "months"

Page 5, line 22, remove "ninety days"

Renumber accordingly
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Introduced by .
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Representatives Keiser, Kasper

Senators Klein, O'Connell

1 ABILL for an Act to create and enact a new chapter to title 26.1 of the North Dakota Century
2 Code, relating to unclaimed life insurance benefits; and to amend and reenact section

3 47-30.1-07 of the North Dakota Century Code, relating to the state's unclaimed property act.

4 BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. A new chapter to title 26.1 of the North Dakota Century Code is created and

5

6 enacted as follows:
7 Definitions.

8

As used in this chapter:

9 1. "Contract” means an annuity contract issued in this state. The term does not include
10 ~ an annuity used to fund an employment-based retirement plan or program in which the
11 insurer is not committed by terms of the annuity contract to pay death benefits to the
12 beneficiaries of specific plan participants.

13 2. '"Death master file" means the United States social security administration's death
14 master file or any other database or service the commissioner has determined is at
15 least as comprehensive as the United States social security administration's death
16 master file for determining that an individual has reportedly died.

17 3. '"Death master file match" means a search of the death master file or revised death
18 master file which results in a match of the social security number or of the name and
19 date of birth of an insured, annuity owner, or retained asset accountholder.

20 4. "Policy" means any policy or certificate of life insurance issued in this state which
21 provides a death benefit. The term does not include:

22 a. Apolicy or certificate of life insurance which provides a death benefit under an
23 employee benefit plan subject to the federal Employee Retirement Income

24 Security Act of 1974 [Pub. L. 93-406; 29 U.S.C. 1002 et seq.];
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1 b. Apolicy or certificate of life insurance which provides a death benefit under an
2 employee benefit plan under any federal employee benefit program;
3 c. Apolicy or certificate of life insurance which is used to fund a preneed funeral
4 contract or prearrangement; or
5 =~ d. Apolicy or certificate of credit life or accidental death insurance.
6 5. "Revised death master file" means the names added to the death master file since the
7 insurer's most recent semiannual comparison required under this chapter. |
8 Insurer conduct.
9 1. Within-ninety-days-of-the-effective-date-of-this-AetBefore November 1, 2014, an insurer
10 shall perform a comparison of the insurer's insureds' in-force life insurance policies
11 and retained asset accounts against a death master file in order to identify potential
12 matches of the insurer's insureds. Semiannually, an insurer shall perform a
13 comparison of the insurer's insureds' in-force life insurance policies and retained asset
14 accounts against the revised death master file in order to identify the potential
15 matches of the insurer's insureds.
16 2. Foreach potential match identified as a result of a death master file or revised death
17 master file match, within nirety-daystwelve months of the potential match, the insurer
18 shall:
19 a. Complete a good-faith effort, which the insurer shall document, to confirm the
20 death of the insured or retained asset accountholder against other available
21 records and information;-ane
22 b. Review the insurer's records to determine whether the individual who has died
23 purchased any other products with the insurer; and
24 c. _Determine whether benefits are due in accordance with the applicable policy or
25 contract, and if benefits are due in accordance with the applicable policy or
26 contract the insurer shall:
27 (1) Use good-faith efforts, which the insurer shall document, to locate the
28 beneficiary or beneficiaries; and
29 | (2) Provide the appropriate claims forms or instructions to the beneficiary or
30 beneficiaries to make a claim, including the need to provide an official death
31 certificate, if applicable under the policy or contract.
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3. With respect to group life insurance, for each potential match identified as a result of a
death master file or revised death master file match, the insurer shall confirm the
possible death of an insured if the insurer maintains at least the following information
of those covered under a policy or certificate:

a. The social security number or the name and date of birth;
b. Beneficiary designation information;

c. Coverage eligibility;

d. Benefit amount; and

e. Premium payment status.

4. Everv insurer shall implement procedures to account for:

&. Nicknames. initials used in lieu of a first or middie name. use of a middie name.
compound first and middle names. and interchanaed first and middle names;

b. Compound last names. maiden or married names. and hvphens. blank spaces,
and apostrophes in last names;

c.  Incomplete date of birth data and transposition of the month and date portions of
& date of birth: and

d. _Incomglete social sscurity numbers.

£ To the extent permitted by law, for each potential match identified as a result of a
death master file or revised death master file match, the insurer may disclose
minimum necessary personal information about the insured or beneficiary to:

a A berson the insurer reasonably believes may be able to assist the insurer locate
the beneficiary; or
b. Aperson otherwise entitled to payment of the claims proceeds.

l 5:6. An.insurer or an insurer's service provider may not charge an insured, accountholder,
or beneficiary for any fees or costs associated with a comparison, search, or
verification conducted pursuant to this section.

‘ &:7. The benefits from a life insurance policy or a retained asset account, plus any

applicable accrued interest must be first payable to the designated beneficiaries or

owners and if the beneficiaries or owners cannot be found, escheat to the state as

unclaimed property under chapter 47-30.1.
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l 8. Within ene-hundred-iwenty-daystwelve months foliowing a potential match identified

as a result of a death master file or revised death master file maich, an insurer shall

l notify the state abandoned property office pursuant to chapter 47-30.1 that:

a. Alife insurance policy beneficiary or retained asset accountholder has not

submitted a claim with the insurer; and

b. Theinsurer has complied with subsections 2 and 3 and has been unable, after

good-faith efforts documented by the insurer, to contact the retained asset

accountholder, beneficiary, or beneficiaries.

8.9  UpenWithin thirty davs of providing notice under subsection %8, an insurer iramediately

shall submit the unclaimed life insurance benefits or unclaimed retained asset

accounts, plus any applicable accrued interest, to the state abandoned property office

as provided under chapter 47-30.1.

Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file comparisons and

revised death master file comparisons required under this chapter to the insurer's electronic

searchable files. to allow the commissioner to approve an insurer's plan and timeline for

conversion of the insurer's files to electronic searchable files. and to allow for phasing-in

compliance with this chapter according to an insurer's plan and timeline approved by the

commissioner.

Application.
Section 47-30.1-07 and chapter 47-30.1, relating to unclaimed property, apply to a contract

or policy to the extent the laws do not conflict with this chapter.

Unfair trade practices - Liability limitation.

Failure to meet any requirement of this chapter is a violation of chapter 26.1-04. This

chapter does not create a private cause of action for violation of this chapter. Once an insurer

submits unclaimed life insurance benefits or unclaimed retained asset accounts, plus any

applicable accrued interests, to the state abandoned Qroperfv office in compliance with this

chapter. the insurer is relieved and indemnified from additional liability to any person relating to

the proceeds submitted. This indemnification from liability is in addition to any other protections

provided by law.
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1 SECTION 2. AMENDMENT. Section 47-30.1-07 of the North Dakota Century Code is
2 amended and reenacted as follows:
3 47-30.1-07. Funds owing under life insurance policies.
4 1. FuopdsExcept as otherwise provided under this ssction. funds held or owing under any
5 life or endowment insurance policy or annuity contract that has matured or terminated
6 are presumed abandoned if unclaimed for more than three years after the funds
7 became due and payable as established from the records of the insurance company
8 holding or owing the funds, but property described in subdivision b of subsection 3 is
9 presumed abandoned if unclaimed for more than three years. If the policy or annuity
10 contract provides for death benefits and is = policv covered under section 1 of this' Act,
11 the insurance company shall comply with section 1 of this Act.
12 2. If a person other than the insured or annuitant is entitled to the funds and an address
13 of the person is not known to the company or it is not definite and certain from the
14 records of the company who is entitled to the funds, it is presumed that the last known
15 address of the person entitled to the funds is the same as the last known address of
16 the insured or annuitant according to the records of the company.
17 3. For purposes of this chapter, a life or endowment insurance policy or annuity contract
18 not matured by actual proof of the death of the insured or annuitant according to the
19 records of the insurance company is matured and the proceeds due and payable if:
20 a. The company knows that the insured or annuitant has died._in wiich case the
21 company shall_ comply with subsection €; or
22 b. (1) The insured has attained, or would have attained if the insured were living,
23 the limiting age under the mortality table on which the reserve is based;
24 (2) The policy was in force at the time the insured attained, or would have
25 attained, the limiting age specified in paragraph 1; and
26 (3) Neither the insured nor any other person appearing to have an interest in
27 the policy within the preceding three years, according to the records of the
28 company, has assigned, readjusted, or paid premiums on the policy,
29 subjected the policy to a loan, corresponded in writing with the company
30 concerning the policy, or otherwise indicated an interest as evidenced by a

Page No. 5 13.0397.04008



Sixty-third
Legislative Assembly

1 memorandum or other record on file prepared by an employee of the

2 company.

3 4. For purposes of this chapter, the application of an automatic premium loan provision

4 or other nonforfeiture provision contained in an insurance policy does not prevent a

5 policy from being matured or terminated under subsection 1 if the insured has died or

6 the insured or the beneficiary of the policy otherwise has become entitled to the

7 proceeds thereof before the depletion of the cash surrender value of a policy by the

8 application of those provisions.

9 5. Ifthe laws of this state or the terms of the life insurance policy require the company to
10 give notice to the insured or owner that an automatic premium loan provision or other
11 nonforfeiture provision has been exercised and the notice, given to an insured or
12 owner whose last known address according to the records of the company is in this
13 state, is undeliverable, the company shall make a reasonable search to ascertain the
14 policyholder's correct address to which the notice must be mailed.

15 6. Notwithstanding any other provision of law, if the company learns of the death of the
16 insured or annuitant-anrd-the-beneficiary-has-retcommunicated-with-the-insurer, within
17 fourtwelve months-afterninety-days following the company learning of the death, the
18 company shall {akereasonable-steps-to-pay-the-proseeds-to-the-beneficiary:

19 a. Complete a good-faith effort, which the company shall document, to confirm_the
20 death of the insured or annuitant against other available records and information;
21 and

22 b. Determine whether benefits are due in accordance with the applicable insurance
23 policy or annuity contract, and if benefits are due in accordance with the

24 applicable policy or contract the company shall;

25 (1) Use good-faith efforts, which the company shall document, to locate the

26 beneficiary or beneficiaries; and

27 (2) Provide the appropriate claims forms or instructions to the beneficiary or
28 beneficiaries to make a claim, including the need to provide an official death
29 certificate, if applicable under the policy or contract.

30 7. Commenscing-two-years-afterJuby-1,4985-everyEvery change of beneficiary form

31 issued by an insurance company under any life or endowment insurance policy or
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annuity contract to an insured or owner who is a resident of this state must request the

following information:

a. The name of each beneficiary, or if a class of beneficiaries is named, the name of
each current beneficiary in the class;

b. The address of each beneficiary; and

O O A WOWDN -

c. The relationship of each beneficiary to the insured.
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13.0397.04009 Prepared by the Legislative Council staff for
Title. Senator Sorvaag R 7, .
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HB 117
PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1171

That the Senate recede from its amendments as printed on pages 1225 and 1226 of the House
Journal and pages 968 and 969 of the Senate Journal and that Engrossed House Bill No. 1171
be amended as follows:

Page 1, line 9, after "contract" insert "issued in this state"

Page 1, line 20, after "insurance" insert "issued in this state"

Page 2, line 9, replace "Within ninety days of the effective date of this Act" with "Before
November 1, 2014"

Page 2, line 17, replace "ninety days" with "twelve months"
Page 2, line 17, after the first "the" insert "potential”
Page 2, line 20, remove the second "and"

Page 2, line 21, after "b." insert "Review the insurer's records to determine whether the
individual who has died purchased any other products with the insurer; and

c.

Page 3, line 8, after "4." insert "Every insurer shall implement procedures to account for:

a. Nicknames, initials used in lieu of a first or middle name, use of a
middle name, compound first and middle hames, and interchanged
first and middle names;

b. Compound last names, maiden or married names, and hyphens,
blank spaces, and apostrophes in last names:

c. Incomplete date of birth data and transposition of the month and date
portions of a date of birth; and

d. Incomplete social security numbers.

5."

Page 3, line 14, replace "5." with "6."
Page 3, line 17, replace "6." with "7."

Page 3, line 20, replace "under chapter 47-30.1" with "as provided under this chapter"

Page 3, line 21, replace "7." with "8."

Page 3, line 21, replace "one hundred twenty days" with "twelve months"
Page 3, line 22, replace "notify" with ";
a.  Notify"

Page 3, line 23, remove the underscored colon
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Page 3, line 24, replace "a. A" with "a"

Page 3, line 25, after "submitted" insert "and completed"
Page 3, line 25, remove the underscored semicolon
Page 3, line 26, replace "b. The" with "that the"

Page 3, line 28, replace the underscored period with "and unable to complete the necessary
payment; and"

Page 3, line 29, replace "8." with "b."

Page 3, line 29, replace "Upon providing notice under subsection 7, an insurer immediately
shall submit the" with "Submit any"

Page 4, line 1, remove "as provided"
Page 4, after line 2, insert:

"9. Except as otherwise provided under this chapter. chapter 47-30.1 applies
to the escheatment of unclaimed life insurance benefits or unclaimed
retained asset accounts.

Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file
comparisons and revised death master file comparisons required under this chapter to
the insurer's electronic searchable files, to allow the commissioner to approve an
insurer's plan and timeline for conversion of the insurer's files to electronic searchable
files, and to allow for phasing-in compliance with this chapter according to an insurer's
plan and timeline approved by the commissioner."

Page 4, line 6, after "practices" insert "- Liability limitation"

Page 4, line 7, after the underscored period insert "This chapter does not create a private
cause of action for violation of this chapter. Once an insurer submits unclaimed life
insurance benefits or unclaimed retained asset accounts, plus any applicable accrued
interests, to the state abandoned property office in compliance with this chapter, the
insurer is relieved and indemnified from additional liability to any person relating to the
proceeds submitted. This indemnification from liability is in addition to any other
protections provided by law."

Page 4, line 11, overstrike "Funds" and insert immediately thereafter "Except as otherwise
provided under this section, funds"

Page 4, line 12, overstrike "more than"

Page 4, line 13, overstrike "three years" and insert immediately thereafter "one year"
Page 4, line 14, overstrike ", but property described in"

Page 4, overstrike line 15

Page 4, line 16, overstrike "years"

Page 4, line 16, after "is" insert "a policy"

Page 4, line 25, after the first "the" insert "insurance"
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Page 4, line 26, overstrike "that" and insert immediately thereafter "of the potential death of"

Page 4, line 26, overstrike "has died" and insert immediately thereafter ", in which case the
company shall compiy with subsection 6"

Page 5, line 20, overstrike "Notwithstanding any other provision of law, if* and insert
immediately thereafter "If"

Page 5, line 20, after the second "the" insert "death or potential"

Page 5, line 21, overstrike "and the beneficiary has not communicated with the insurer"
Page 5, line 22, after "feu+" insert "twelve"

Page 5, line 22, remove the overstrike over "menths"

Page 5, line 22, remove "ninety days"

Page 5, line 22, after the second "the" insert "death or potential"

Page 5, remove line 26

Page 5, line 27, after "b." insert "Review the insurer's records to determine whether the
individual who has died purchased any other products with the insurer;

Cll

Page 6, line 3, replace the underscored period with *; and

d. Report and deliver the unclaimed property to the administrator as
abandoned property if the benefits are due in accordance with the
applicable insurance policy or annuity contract and the beneficiary has
not submitted and completed a claim with the insurer."

Renumber accordingly

Page No. 3 13.0397.04009
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D ooathne Assembly ENGROSSED HOUSE BILL NO. 1171 o3
of North Dakota " Y-l g’ ;
Introduced by Z HA /771

Representatives Keiser, Kasper

Senators Klein, O'Connell

A BILL for an Act to create and enact a new chapter to title 26.1 of the North Dakota Century
2 Code, relating to unclaimed life insurance benefits; and to amend and reenact section

3 47-30.1-07 of the North Dakota Century Code, relating to the state's unclaimed property act.

4 BEIT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. A new chapter to title 26.1 of the North Dakota Century Code is created and

5

6 enacted as follows:
7 Definitions.
8

As used in this chapter:

©o

1. "Contract" means an annuity contract issued in this state. The term does not include
10 an annuity used to fund an employment-based retirement pian or program in which the
11 insurer is not committed by terms of the annuity contract to pay death benefits to the
12 beneficiaries of specific plan participants.
13 2. "Death master file" means the United States social security administration's death
14 master file or any other database or service the commissioner has determined is at
15 least as comprehensive as the United States social security administration's death
16 master file for determining that an individual has reportedly died.
17 3. "Death master file match" means a search of the death master file or revised death
18 master file which results in a match of the social security number or of the name and
19 date of birth of an insured, annuity owner. or retained asset accountholder.
20 4. !"Policy” means any policy or certificate of life insurance issued in this state which
21 provides a death benefit. The term does not include:
22 a. Apolicy or certificate of life insurance which provides a death benefit under an
23 employee benefit plan subject to the federal Employee Retirement Income
24 Security Act of 1974 [Pub. L. 93-406; 29 U.S.C. 1002 et seq.];
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1 b. A policy or cettificate of life insurance which provides a death benefit under an
2 employee benefit plan under any federal employee benefit program;
3 c. olicy or certificate of life insurance which is used to fund a preneed funeral
4 contract or prearrangement; or
5 d. Apolicy or certificate of credit life or accidental death insurance.
6 5. '"Revised death master file" means the names added to the death master file since the
7 insurer's most recent semiannual comparison required under this chapter.
8 Insurer conduct.
9 1.  Within-ninety-days-ofthe-effective date-of-thisAetBefore November 1, 2014, an insurer
10 shall perform a comparison of the insurer's insureds' in-force life insurance policies
11 and retained asset accounts against a death master file in order to identify potential
12 matches of the insurer's insureds. Semiannually, an insurer shall perform a
13 comparison of the insurer's insureds' in-force life insurance policies and retained asset
14 accounts against the revised death master file in order to identify the potential
15 matches of the insurer's insureds.
16 2. FEor each potential match identified as a result of a death master file or revised death
17 master file match. within sipety-daystwelve months of the potential match, the insurer
18 shall:
19 a. Complete a good-faith effort, which the insurer shall document, to confirm the
20 death of the insured or retained asset accountholder against other available
21 records and information:-and
22 b. Review the insurer's records to determine whether the individual who has died
23 purchased any other products with the insurer; and
24 c. __Determine whether benefits are due in accordance with the applicable policy or
25 contract, and if benefits are due in accordance with the applicable policy or
26 contract the insurer shall:
27 (1) Use good-faith efforts, which the insurer shall document, to locate the
28 beneficiary or beneficiaries: and

(2) Provide the appropriate claims forms or instructions to the beneficiary or

beneficiaries to make a claim, including the need to provide an official death

certificate, if applicable under the policy or contract.
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3.  With respect to group life insurance, for each potential match identified as a result of a
death master file or revised death master file match, the insurer shall confirm the_
possible death of an insured if the insurer maintains at least the following information
of those covered under a policy or certificate:

a. The social security number or the hame and date of birth;
b. Beneficiary designation information:

c. Coverage eligibility:

d. Benefit amount: and

e. Premium payment status.

4, Every insurer shall implement procedures to account for:

a. 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;

b. Compound last names, maiden or married names. and hyphens. blank spaces.
and apostrophes in last names:

c. __Incomplete date of birth data and transposition of the month_and date portions of
a date of birth; and

d. __Incomplete social security numbers.

5. To the extent permitted by law, for each potential match identified as a result of a
death master file or revised death master file match, the insurer may disclose
minimum necessary personal information about the insured or ficiary to:

a. Aperson the insurer reasonably believes may be able to assist the insurer locate
the beneficiary: or
b. Aperson otherwise entitled to payment of the claims proceeds.

6:6. An insurer or an insurer's service provider may not charge an insured, accountholder,
or beneficiary for any fees or costs associated with a comparison, search, or
verification conducted pursuant to this section.

6:7. The benefits from a life insurance policy or a retained asset account, plus any

applicable accrued interest must be first payable to the designated beneficiaries or

owners and if the beneficiaries or owners cannot be found. escheat to the state as_

unclaimed property underchapter47-38-1as provided under this chapter.
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%8. Within ere-hundred-twenty-davstwelve months following a potential match identified as

a result of a death master file or revised death master file match. an insurer shall

a. _ Notify the state abandoned property office that-

a—7A a life insurance policy beneficiary or retained asset accountholder has not

submitted and completed a claim with the insurer- and

Fhe that the insurer has complied with subsections 2 and 3 and has been unable,

I

after good-faith efforts documented by the insurer, to contact the retained asset
accountholder, beneficiary, or beneficiaries: and unable to complete the
necessary payment; and

theSubmit any unclaimed life insurance benefits or unclaimed retained asset

n lus any applicable accrued interest, to the stat ndoned propert

office as-previded-under chapter 47-30.1.

9. Except as otherwise provided under this chapter, chapter 47-30.1 applies to the

escheatment of unclaimed life insurance benefits or unclaimed retained asset

accounts.

Rulemaking.

The commissioner may adopt rules to limit an insurer's death master file comparisons and

revised death master file comparisons required under this chapter to the insurer's electronic

searchable files, to allow the commissioner to approve an insurer's plan and timeline for

conversion of the insurer's files to electronic searchable files. and to allow for phasing-in

compliance with this chapter according to an insurer's plan and timeline approved by the

commissioner.

Application.
Section 47-30.1-07_and chapter 47-30.1. relating to unclaimed property. apply to a contract

or policy to the extent the laws do not conflict with_this chapter.

Unfair trade practices - Liability limitation.

Failure to meet any requirement of this chapter is a violation of chapter 26.1-04. This

chapter does not create a private cause of action for violation of this chapter. Once an insurer

submits unclaimed life insurance benefits or unclaimed retained asset accounts, plus any
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1 ; applicable accrued interests. to the state abandoned property office in compliance with this

2 i chapter, the insurer is relieved and indemnified from additional liability to any person relating to

3

4 | provided by law.

5 SECTION 2. AMENDMENT. Section 47-30.1-07 of the North Dakota Century Code is

6 amended and reenacted as follows:

7 47-30.1-07. Funds owing under life insurance policies.

8 k 1. FundsExcept as otherwise provided under this section. funds held or owing under any

9 life or endowment insurance policy or annuity contract that has matured or terminated
10 are presumed abandoned if unclaimed for mere-than-three-yearsone year after the
11 funds became due and payable as established from the records of the insurance
12 company holding or owing the funds-but-preperty-deseribed-in-subdivision-b-of-
13 Jbseetion-3-is-presumed-abandonedif-unclaimed for-meore-thanthreeyears. If the
14 policy or annuity contract provides for death benefits and is a policy covered under
15 section 1 of this Act. the insurance company shall comply with section 1 of this Act.
16 2. If a person other than the insured or annuitant is entitled to the funds and an address
17 of the person is not known to the company or it is not definite and certain from the
18 records of the company who is entitled to the funds, it is presumed that the last known
19 address of the person entitled to the funds is the same as the last known address of
20 the insured or annuitant according to the records of the company.
21 3. For purposes of this chapter, a life or endowment insurance policy or annuity contract
22 not matured by actual proof of the death of the insured or annuitant according to the
23 records of the insurance_company is matured and the proceeds due and payabile if:
24 a. The company knows thatof the potential death of the insured or annuitant-has-
25 , gied,_in which case the company shall comply with subsection 6; or
26 b. (1) The insured has attained, or would have attained if the insured were living,
27 the limiting age under the mortality table on which the reserve is based,;
28 (2) The policy was in force at the time the insured attained, or would have
29 attained, the limiting age specified in paragraph 1; and
30 (3) Neither the insured nor any other person appearing to have an interest in
31 the policy within the preceding three years, according to the records of the
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1 company, has assigned, readjusted, or paid premiums on the policy,
2 subjected the policy to a loan, corresponded in writing with the company
3 concerning the policy, or otherwise indicated an interest as evidenced by a
4 memorandum or other record on file prepared by an employee of the
5 company.
6 4. Forpurposes of this chapter, the application of an automatic premium loan provision or
7 other nonforfeiture provision contained in an insurance policy does not prevent a
8 policy from being matured or terminated under subsection 1 if the insured has died or
9 the insured or the beneficiary of the policy otherwise has become entitled to the
10 proceeds thereof before the depletion of the cash surrender value of a policy by the
11 application of those provisions.
12 5. Ifthe laws of this state or the terms of the life insurance policy require the company to
13 give notice to the insured or owner that an automatic premium loan provision or other
14 nonforfeiture provision has been exercised and the notice, given to an insured or

owner whose last known address according to the records of the company is in this

state, is undeliverable, the company shall make a reasonable search to ascertain the

17 policyholder's correct address to which the notice must be mailed.

18 | 6. Newwithstanding-any-otherprovision-ofHaw—flf the company learns of the_death or

19 potential death of the insured or annuitant-erethe-beneficiarr-has-net-communicated-
20 with-the-insurer, within feurtwelve months-afterainety-days following the company

21 learning of the death or potential death, the company shall take-reasenable-steps-te-
22 pay-the-preceeds-to-the-beneficiany:.

23 a. Complete a good-faith effort, which the company shall document, to confirm the
24 death of the insured or annuitant against other available records and information:;
25 and

26 b. Review the insurer's records to determine whether the individual who has died
27 purchased any other products with the insurer;

28 c. _Determine whether benefits are due in accordance with the applicable insurance
29 policy or annuity contract, and if benefits are due in accordance with the

30 applicable policy or contract the company shall:
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(1) Use good-faith efforts, which the company shall document, to locate the

beneficiary or beneficiaries: and

(2) Provide the ropriate claims forms or instructions to the beneficiary or

beneficiaries to make a claim, including the need to provide an official death

certificate, if applicable under the policy or contract:: and

d Report and deliver the unclaimed property to the administrator as abandoned

property if the benefits are due in accordance with the applicable insurance policy

or annuity contract and the beneficiary has not submitted and completed a claim

with the insurer.

7. GCemmencing-twe-yearsafterJuly-1-49885,-everyEvery change of beneficiary form
issued by an insurance company under any life or endowment insurance policy or
annuity contract to an insured or owner who is a resident of this state must request the
following information:

a. The name of each beneficiary, or if a class of beneficiaries is named, the name of
each current beneficiary in the class;
b. The address of each beneficiary; and

c. Therelationship of each beneficiary to the insured.
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