DEPARTMENT OF REGULATION AGENCY REVIEW COMMITTEE
Study Assignment

An agency review of the regulatory functions of the Department of Revenue
and Regulation.

Summary of Interim

The Department of Regulation Agency Review Committee began its study
with an overview of the regulatory agencies of the department. Secretary
Paul Kinsman introduced the presentation with an overview of the
department structure and the location of offices, which was followed by
members of his staff providing an overview of the following agencies of the
department: the Division of Banking, the Commission on Gaming, the
Division of Insurance, the Lottery Commission, the Division of Securities, the
Petroleum Release Compensation Program, the Abstracters’ Board of
Examiners, the Appraisers’ Certification Program, and the Real Estate
Commission. The Insurance Fraud Unit and the Legal Division were also
discussed. The meeting also included a tour of the administrative offices of
those regulatory agencies of the Department of Revenue and Regulation
located in the Anderson Building.

The second meeting began with the department responding to issues raised
at the first meeting. Among the topics discussed were payday and title loans,
stored value cards, the administration of the Lottery and Gaming
Commissions, and programs, insurance, and fees relating to the Petroleum
Release Compensation Program. The public was invited to provide testimony
regarding any successes, concerns, or recommendations related to how the
department performs its duties and responsibilities in the regulatory areas.

At its third meeting the committee reviewed proposed legislation. The
committee reviewed two bill drafts that had been mailed to them before the
meeting, one pertaining to abstracters and one pertaining to the business of
money transmission. The chapter regulating abstracters has remained
almost untouched since the recodification of the South Dakota Code in 1939,
and therefore was a prime candidate for review. The other bill draft repeals
an existing chapter on money orders that is currently not used and adopts a
new chapter of law regulating the business of money transmission. Both
were unanimously approved by the committee for recommendation as
committee bills. There was also discussion regarding sunsetting the
Petroleum Release Compensation Program but the committee did not reach
consensus on any legislation in that regard.

At its conclusion, the committee recommended that the department be
continued, having found the department met the burden of establishing



sufficient public need is present to justify its continued existence. The
committee noted that little public testimony was indicative of the department
doing a good job since the department’s role as regulator is inherently one
that could draw complaints.

Listing of Legislation Adopted

1. An Act to update and revise certain provisions pertaining to the
Abstracters’ Board of Examiners.

This Act revises awkward or archaic language; adds a provision
requiring background checks; provides specific rule-making authority; and
amends statutes that are gender specific to make them gender-neutral.

2. An Act to revise provisions relating to persons engaged in the
business of money transmission.

This Act repeals the money order chapter and provides a modern
licensing mechanism to regulate money transmission businesses, which
today operate across state lines and internationally. The Act requires posting
of a bond, a minimum net worth, audited financial statements, and a
background check of key personnel. Annual reporting and renewal is
required. The Act provides the Division of Banking with enforcement
capabilities such as annual on-site examinations, to be paid by the licensee;
cease and desist orders; and suspension and revocation of licensure.
Governmental entities, the United States Post Office, and banks and similar
institutions are exempt from this Act. Forty-eight states have similar laws,
and thirteen of those have laws that are almost identical to this draft.

Summary of Meeting Date & Places and Listing of Committee Members

The committee met on July 17, September 5, and October 17 in the State
Capitol in Pierre.

Committee members were: Senator Cooper Garnos, Chair; Representative
Charles Turbiville, Vice Chair; Senator Kenneth Albers; and Representatives
Jim Bradford, Burt Elliott, Tom Hackl, Clayton Halverson, Phyllis Heineman,
Ryan Olson, Gordon Pederson, and Mark Willadsen.

Staff members were: Jacquelyn Storm, Principal Legislative Attorney; Doug
Decker, Code Counsel; David Ortbahn, Principal Research Analyst; and Kris
Schneider, Senior Legislative Secretary.



