BILL ANALYSIS

S.B. 561

By: Hancock

Insurance

Committee Report (Unamended)

BACKGROUND AND PURPOSE

Interested parties note that life insurance and annuity contract proceeds for which a beneficiary
does not submit a claim too often become unclaimed property. S.B. 561 seeks to address this
issue by providing a uniform process for insurers to search for and identify deceased persons and
to handle the proceeds when a deceased person is identified.

CRIMINAL JUSTICE IMPACT

It is the committee's opinion that this bill does not expressly create a criminal offense, increase
the punishment for an existing criminal offense or category of offenses, or change the eligibility
of a person for community supervision, parole, or mandatory supervision.

RULEMAKING AUTHORITY

It is the committee's opinion that rulemaking authority is expressly granted to the commissioner
of insurance in SECTION 1 of this bill.

ANALYSIS

S.B. 561 amends the Insurance Code to require an insurer to periodically compare its applicable
in-force life insurance policies, annuity contracts, and retained asset accounts against a Death
Master File, defined by the bill as the U.S. Social Security Administration's Death Master File or
any other database or service that is at least as comprehensive as that file for determining
whether a person is dead, to identify potential Death Master File matches. The bill requires an
insurer to perform the first comparison of a policy, contract, or account against a full Death
Master File and thereafter against Death Master File update files to identify potential Death
Master File matches. The bill requires an insurer to first conduct the comparison electronically to
the extent the insurer's records are available in electronic format, and then use the most easily
accessible insurer records for any records that are not available electronically. The bill requires
each subsequent comparison to include all applicable in-force life insurance policies, annuity
contracts, and retained asset accounts and any policies, contracts, or accounts that have lapsed
since the previous comparison. The bill requires an insurer to implement procedures for
conducting the required comparisons to account for certain variations or inaccuracies in
identifying information.

S.B. 561 requires an insurer, not later than the 90th day after the date the insurer identifies a
Death Master File match, to complete a documented good faith effort to confirm the death of the
insured or retained asset account holder against other available records and information, to
review the insurer's records to determine whether the deceased individual had purchased or was
otherwise covered by any of the insurer's other products, and to determine whether proceeds may
be due in accordance with the applicable policy or contract or terms governing the applicable
account. The bill requires an insurer for group life insurance or a group annuity contract to
confirm the possible death of an insured or retained asset account holder under the bill's

85R 28873 17.125.758



provisions only if the insurer provides recordkeeping services for the group policy or group
annuity contract. The bill requires an insurer, on determining that proceeds may be due and a
beneficiary or other authorized representative has not communicated with the insurer on or
before the 90th day after the date the insurer identifies a Death Master File match, to complete a
documented good faith effort to locate and contact each beneficiary or other authorized
representative on the relevant policy, contract, or account and to provide to the beneficiary or
authorized representative the appropriate claim forms, instructions, or information to make a
claim, including information about any need to provide an official death certificate or show proof
of death under the applicable policy or contract or terms governing the applicable account. The
bill authorizes an insurer that is unable to confirm the death of an insured or retained asset
account holder after the insurer identifies a Death Master File match to consider the relevant
policy, contract, or account to remain in force according to its terms. The bill authorizes an
insurer, to the extent permitted by law, to disclose minimum necessary personal information
about the insured, retained asset account holder, or beneficiary to a person the insurer reasonably
believes may be able to assist the insurer in locating a person entitled to payment of the claim
proceeds. The bill prohibits an insurer or the insurer's service provider from charging an insured,
retained asset account holder, beneficiary, or authorized representative any fees or costs
associated with conducting a Death Master File comparison or verifying a Death Master File
match under the bill's provisions.

S.B. 561 makes the proceeds of an applicable life insurance policy, annuity contract, or retained
asset account, and any accrued contractual interest, first payable to each designated beneficiary
or owner as provided by the applicable policy or contract or terms governing the applicable
account. The bill establishes that if a Death Master File match is confirmed, the proceeds of the
relevant policy, contract, or account are considered unclaimed proceeds for purposes of
provisions governing unclaimed life insurance and annuity contract proceeds on the third
anniversary of the date on which, according to the insurer's records, the insurer completed a
required good faith effort that failed to locate a beneficiary or authorized representative if the
proceeds remain unpaid and no beneficiary or authorized representative has submitted a claim
for the proceeds to the insurer before that date. The bill requires an insurer to report and deliver
unclaimed proceeds to the comptroller of public accounts and clarifies that for purposes of the
bill's provisions unclaimed proceeds do not include any statutory interest on the proceeds of a
life insurance policy.

S.B. 561 authorizes the commissioner of insurance to adopt rules to implement the bill's
provisions. The bill authorizes the commissioner to issue an order limiting the Death Master File
comparisons to only those files the insurer maintains in searchable electronic format or
approving a plan and timeline for an insurer to convert the insurer's files to searchable electronic
format, an order exempting an insurer from the required Death Master File comparisons or
permitting an insurer to perform the comparisons less frequently than required on a showing of
hardship to the insurer, or an order permitting an insurer to phase in compliance with the bill's
provisions according to a plan and timeline approved by the commissioner. The bill expressly
does not limit an insurer's right to request a death certificate as part of a claim validation process.
The bill applies only to an insurance policy or annuity contract delivered, issued for delivery, or
renewed on or after January 1, 2018, or a retained asset account established in connection with
the insurance policy or annuity contract.

EFFECTIVE DATE

September 1, 2017.
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