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over to this ma naging g eneral agent a number of busi ness
practices, including putting business on the b o ok s s a y in g , y es ,
this is the kind of risk we' re go i ng to take, a lso to do
reinsurance provisions to establish reserves, loss re se r v e s and
t he l i ke ; b as i c al l y , t o assign almost the entire admini' trative
and management function to an i n d i v i d u a l w h o i s n ot a c crpo r a t e
officer but who is hired as a managing general agent. I t ' s l i k e
hiring a management staff, i f y o u wi l l , t o d o t he bu s i ne ss . And
that managing general agent then has tremendous power t o mak e
d eci s i o ns wh i c h c an impair the company. The ph r a s e i n t h e
i ndus t r y i s "handing ove r y ou r pen to the MGA". Curren t ly,
t her e i s n o l i mi t at i on that that relationship has to be done
under contract, what the provisions of that contract wo u ld be,
whether or not the MGA has a fiduciary duty, whether the MGA has
a l ega l ob l i ga t i on t o settle accounts or to provide s epara t e
busi n es s r ec o r d s .

SPEARER BARRETT: One m inut e .

SENATOR LANDIS: Ail of those provisions are in t he MGW act.
What they s ay is th is c r i t i c a l pe r so n w h o i s now , in fact, in
charge of your...of your boat has to have a written co n tract,
has to have guidelines for their underwriting practices, has to
be able to have an actuarial showing for t hei r l os s r e se r v e
What e l s e? Ha s a fiduciary d uty at law, has to be able t o
settle accounts and has to be able t o k e ep s epa r a t e bus>nes s
accounts for doing the insurance c ompany' s bu s i ne s s .

SENATOR H A LL: Bu t x n no wa y d o w e t ak e away th e ab i l .s t y f o r
this transaction to take place.

SENATOR LANDIS: Exactly. MGA.. .

SENATOR HALL : Tha t ' s my po i n t , ( i n t e r r up t i on )

SENATOR LANDIS : Exactly. MGA s can occur and t h ey ar e sou nd
practices if you have got a good MGA.

S ENATOR HALL: Bec a u s e , as you k n o w , i t c l e ar l y i s a method m a r y
times to basically circumvent limits ir. terms o f s a l a r y . . .

SPEARER BARRETT: T i me h as e xpi r e d .

SENATOR HALL: . . . ( i n aud i b l e ) ben e f i t s .

11826


