VOLUME 2
JOURNAL

OF THE

HOUSE

OF REPRESENTATIVES

SEVENTY-SEVENTH SESSION

OF THE

LEGISLATURE

STATE OF MINNESOTA

1991

Ramarey Printing Company



35th Day]

TrursDAY, APRIL 18, 1991

STATE OF MINNESOTA

SEVENTY-SEVENTH SESSION—1991

THIRTY-FIFTH DAY

2147
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The House of Representatives convened at 2:30 p.m. and was
called to order by Robert E. Vanasek, Speaker of the House.

Prayer was offered by the Reverend Gerald A. Mahon, 5t. Casimirs
Catholic Church, Winona, Minnesota.

The roll was called and the following members were present:

Abrams
Anderson, I.
Anderson, R.
Anderson, R. H.
Battaglia
Bauerly
Beard
Begich
Bertram
Bettermann
Bishop
Blatz
Bedahl

Boo

Brown
Carlson
Carruthers
Clark
Cooper
Dauner
Davids
Dawkins
Dempsey
Dille

Dorn
Erhardt
Farrell

Frederick
Frerichs
Garcia
Girard
Goodno
Greenfield
Gruenes
(Gutknecht
Hanson
Hartle
Hasskamp
Haukoos
Hausman
Heir
Henry
Hufnagle
Hugoson
Jacobs
Janezich
Jaros
Jefferson
Jennings

Johnson, A.
Johnson, R.
Johnson, V.

Kahn
Kalis

Kelso
Kinkel
Knickerbocker
Koppendrayer
Krinkie
Krueger
Laslej{{
Leppi
Litgfer
Limmer
Long
Lourey
Lynch
Macklin
Mariani
Marsh
McEachern
McGuire
McPherson
Milbert
Morrison
Munger
Murphy
Nelson, K.
Nelson, S.
Newinski
(rConnor

A quorum was present.

Schreiber was excused.

Ogren
Olsen, S.
QOlson, E.
Qlson, K.
Omann
Onnen
Orenstein
Orfield
Osthoff
Ostrom
Ozment
Pauly
Pellow
Pelowski
Peterson
Pugh
Reding
Rest

Rice
Rodosovich
Rukavina
Runbeck
Sarna
Schafer
Scheid
Seaberg
Segal

Simoneau
Skoglund
Saiber
olberg
Sparby
Stanius
Steensma
Sviggum
Swenson
Thompson
Tompkins
Trimble
Tunheim
Uphus
Valento
Vellenga
Wagenius
Waltman
Weaver
Wejcman
Welker
Welle
Wenzel
Winter
Spk. Vanasek

The Chief Clerk proceeded to read the Journal of the preceding
day. Rodosovich moved that further reading of the Journal be
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dispensed with and that the Journal be approved as corrected by the
Chief Clerk. The motion prevailed.

REPORTS OF STANDING COMMITTEES

Ogren from the Committee on Taxes to which was referred:

H. F No. 1, A bill for an act relating to waters; establishing a
program for the enhancement, preservation, and protection of wet-
lands within the state; providing penalties; appropriating money;
amending Minnesota Statutes 1990, sections 97A.145, subdivision
2; 103A.201; 103B.311, subdivision 6; 103E.701, by adding a subdi-
vision; 103G.005, subdivisions 15 and 18, and by adding subdivi-
sions; 103G.221, subdivision 1; and 103G.231, by adding
subdivisions; proposing coding for new law in Minnesota Statutes,
chapters 84; 103F; and 103G; repealing Minnesota Statutes 1990,
section 103G.221, subdivisions 2 and 3.

Reported the same back with the following amendments:
Page 7, delete lines 1 to 4

Renumber the remaining subdivisions

And that when so amended the bill be re-referred to the Commit-
tee on Appropriations without further recommendation.

The report was adopted.

Skoglund from the Committee on Financial lostitutions and
Insurance to which was referred:

H. F No. 12, A bill for an act relating to insurance; regulating
credit for reinsurance; establishing standards and the commission-
er’s authority for companies considered to be in hazardous finaneial
condition; regulating managing general agents; creating and regu-
lating the life and health guaranty association; prescribing its
powers and duties; amending Minnesota Statutes 1990, section
60B.25; proposing coding for new law in Minnesota Statutes, chapter
61B; proposing coding for new law as Minnesota Statutes, chapters
60G, 60H, and 60I; repealing Minnesota Statutes 1990, sections
61B.01; 61B.02; 61B.03; 61B.04; 61B.05; 61B.06; 61B.07; 61B.08;
61B.09; 61B.10; 61B.11; 61B.12; 61B.13; 61B.14; 61B.15; and
61B.16.
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Reported the same back with the following amendments:

Delete everything after the enacting clause and insert:

“ARTICLE 1
REINSURANCE

Section 1. Minnesota Statutes 1990, section 60A.09, subdivision 5,
is amended to read:

Subd. 5. [REINSURANCE.] (1) [DEFINITIONS.] For the purposes
of this subdivision, the word “insurer” shall be deemed to include
the word “reinsurer,” and the words “issue policies of insurance”
shall be deemed to include the words “make contracts of reinsur-
ance.”

(2) [CONDITIONS AND REQUIREMENTS} Every insurer au-
thorized to issue policies in this state muy reinsure in any other
insurer any part or all of any risk or ricks assumed by it; but sueh
reinsuranee,; unless effected (1) with an msurer authorized o issue
pehaesmthasst&te—er@)w&thanwsmﬂaﬂy&&theﬂzedm
another state; ferritory or distriet of the United States; and showing
the same standards of solveney and meeting the same statutery and
departmental rules which would be required of or preseribed for
sueh insurer were it at the time of sueh reinsurance authorized in
this state to issue policies eovering risks of the same kind or kinds
as these reinsured; shall not reduee the reserve or other linbility to
be charged fo the eeding insurer: provided; that nething in this
subdwmmsh&ﬂbee&nstmedtepem%teaee&ngms&many
reduetion of reserve or Hability through reinsuranee offeeted with
an unavthorized insurer: In ease sueh reinsurance effeeted with an
insurer so authorized or so recognized for reinsurance in this state;
the eeding insurer shell thereafter be eharged on the groos premium
basis with an unearned premium Hability representing the propor-
t&eﬂefsuehebhg&twnvetamedby*t-andthemsufertewh&ehthe
business is ceded shall be charged with an unearned premium
Liahility representing the proportion of such oblipation eeded to it;
ealeulated in the same way- The twe parties to the transaetion shall
together earry the same reserve as the eeding insurer would have
earried had it retained the risk:

&3 [REINSURANCE OF MORE THAN 75 50 PERCENT OF
INSURANCE LIABILITIES.] Any contract of reinsurance whereby
an insurer cedes more than 75 50 percent of the total of its
outstanding insurance liabilities shall, if such insurer is incorpo-
rated by or, if an insurer of a foreign country, has its principal office
in this state, be subject to the approval, in writing, by the commis-
sioner.
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43 (3} [ACTUAL UNEARNED PREMIUM RESERVE TO BE
CARRIED AS LIABILITY.| Nothing in this subdivision shall be
deemed to permit the ceding insurer to receive, through the cession
of the whole of any risk or risks, any advantage in respect to its
unearned premium reserve that would reduce the same below the
actual amount thereof,

5} (4) [AIRCRAFT RISKS.] An insurer authorized to transact the
business specified in section 60A.06, subdivision 1, clauses (4) and
(5a), may through reinsurance assume any risk arising from,
related to, or incident to the manufacture, ownership, or operation of
aircraft and may retrocede any portion thereof; provided, however,
that no insurer may undertake any such reinsurance business
without the prior approval of the commissioner and such reinsur-
ance business shall be subject to any regulations which may be
promulgated by the commissioner. Any such reinsurance business
may be provided through pooling arrangements with other insurers
for purposes of spreading the insurance risk.

Sec. 2. [60A.091] [CREDIT ALLOWED A DOMESTIC CEDING
INSURER.]

Subdivision 1. [GENERALLY.] Credit for reinsurance shall be
allowed a domestic ceding insurer as either an asset or a deduction
from Tiability on account of reinsurance ceded only when the
requirements of subdivisions 2 to 6 are met.

Subd. 2. [ASSUMING INSURER IS LICENSED OR ACCRED-
ITED TN THIS STATE.] Credit shall be allowed if the reinsurance is
ceded to an assuming insurer that is Ticensed to transact insurance
or reinsurance in this state, or the reinsurance is ceded to an

assuming insurer that is accredited as a reinsurer in this state. An
accredited reinsurer is one that:

(1) files with the commissioner evidence of its submission to this
state’s Jurisdiction;

(2) submits to this state’s authority to examine its books and
records;

(3) is licensed to transact insurance or reinsurance in at least one
state, or in the case of a United States branch of an alien assuming

insurer is entered through and licensed to transact insurance or
reinsurance in at least one state;

(4) files annually with the commissioner a copy of its annual
statement filed with the insurance department of its state of
domicile and a copy of its most recent audited financial statement,
an
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(5) maintains a surplus as regards policyholders in an amount not
less than $20,000,000 and whose accreditation has not been denied
by the commissioner within 90 days of its submission, or for
companies with a surplus as regards policyholders in an amount less
than $20,000,000 &3 whose accreditation has been approved by the

commissioner.

No credit shall be allowed a domestic ceding ingurer if the

assuming insurer’s accreditation has been revoked by the commis-
sioner after notice and hearing.

Clause (5) does not apply to reinsurance ceded and assumed
Eursuant to pooling arrangements among insurers in the same
olding company system.

Subd. 3. [ASSUMING INSURER IS5 OTHERWISE REGU-
LATED.] Credit shall be allowed if the reinsurance is ceded to an
assuming insurer that is domiciled and licensed in, or in the case of
a United States branch Eil’i_ alien assuming insurer is entered
through, a state which employs standards regarding credit for
reinsurance substantially similar to those a iicaEle under this
chapter and the assuming insurer or Umted gtates branch of an
alien assuming insurer: (1) maintains a surplus as regards policy-
holders in an amount not Tess than $20,000,000; and (2) submits to
the authority of this state to examine its books and records.

pursuant to pooling arrangements among insurers in the same
holding company system.

Clause (1) does not apply to reinsurance ceded and assumed

Subd. 4. [ASSUMING INSURER MAINTAINS TRUST FUND.]
(a) Credit shall be allowed if the reinsurance is ceded to an assumin
insurer that maintains a trust fund in a qualified United States
financial institution, as defined in seciion 4, for the payment of the
valid claims of its United States policyholders and ceding insurers,
their assigns and successors in interest. The assuming insurer shall
report annually to the commissioner information substantially the
same as that required to be reported on the National Association of
Insurance Commissioners annual statement form by licensed insur-
ers to enable the commissioner to determine the sufficiency of the
trust fund. In the case of a single assuming insurer, the trust shall
consist of a trusteed account representing the assuming insurer’s
liabilities attributable to business written in the Unifed gtates and
in addition, the assuming insurer shall maintain a trusteed su plus
of not less than $20,000,000. In the case of a group of indivigual
unincorporated underwriters, the trust shall consist of a trusteed
account representing the group’s liabilities attributable to business
written in the United States and, in addition, the group shall
maintain a trusteed sux_'pilus of which $100,000,000 shall __Ee held
jointly for the benefii of United States ceding insurers of glﬁx
me g e

mber of the group. The group shall make available to t
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commissioner an annual certification by the group’s domiciliary
regE[ator and its independent public accountants of the solvency of

each underwriter.

(b) In the case of a group of incorporated insurers under common
administration that complies with the filing requirements con-
tained in the previous paragraph, and under the supervision of the
Department o% Trade and Industry of the United Kingdom and
submit to this state’s authority to examine its books and records and
bear the expense of the examination, with aggregate policyholders’
surplus of $10,000,000,000; the trust shall be in an amount equal to
the group’s several liabilities attributable to business written in the
Unitea gtates lus “maintain a joint trusieed surplus of which
$100,000,000 shall be held jointly for the benefit of United States
ceding insurers of any member of the group, and each member of the
group shall make available to the commissioner an annual ceriifi-
cation by the member’s domiciliary regulator and ifs independent
accountant of the member’s solvency.

(c) The trust shall be established in a form approved by the
commissioner of commerce. The trust instrument sl{ail rovitfez that
contested claims shall be valid and enforceable upon the final order
of any court of competent jurisdiction in the United States. The trust
Tla'llvest legal title to its assets in the trustees of the trust for its
United States policyholders and ceding insurers, their assigns and
successors in interest. The trust and tﬁe assuming insurer sEalﬂE
subject to examination as determined by the commissioner. The
trust described in this paragraph must remain in effect for as Ion
as the assuming insurer shall have outstanding obligationsl_lgé
under the reinsurance agreements subject to the trust.

(d) No later than February 28 of each year the trustees of the trust
shall report to the commissioner in writing setting forth the balance
of the trust and listing the trust’s investments at the preceding year
end and shall certily the date of termination E“tﬁe trust, 1_% s0
_l_}fgamred_, or certify tﬁa@ trust shall not expire before the next

ollowing December 3T,

Subd. 5. [REQUIRED COVERAGE ] Credit shall be allowed if the
reinsurance is ceded to an assuming insurer not meeting the
requirements of subdivisions 2 to 4 but only with respect to the
insurance of risks located in jurisdictions Wﬂgre the reinsurance is

required by applicable Jaw or regulation of that jurisdiction.

Subd. 6. [ADDITIONAL REQUIREMENTS FOR ASSUMING
INSURER NOT LICENSED OR ACCREDITED.] If the assuming
insurer is not licensed or accredited to transact insurance or
reinsurance in this state, the credit permitted by subdivisions 3 and
4 shall not be allowed unless the assuming insurer agrees in the
reinsurance agreements:
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(1) that in the event of the failure of the assuming insurer to
perform its obligations under the terms of the reinsurance agree-
ment, the assuming insurer, al the request of the ceding insurer,
shall submit to the jurisdiction of any court of competent jurisdiction
in any state of the United States, comply with all requirements
necessary to give the court jurisdiction, and abide by the final

appeal; and

(2) to designate the commissioner or a desiﬁnated attorney as its
true and la%ul attorney upon whom may be served any lawful

rocess in any action, suit, or proceeding instituted by or on behalf
of the ceding company.

This subdivision is not intended to conflict with or override the
obligation of the parties to a reinsurance agreement to arbitrate
their disputes, if such an obligation 1s created in the agreement.

Sec. 3. [60A.092] [REDUCTION FROM LIABILITY FOR REIN-
SURANCE CEDED BY A DOMESTIC INSURER TO AN ASSUM-
ING INSURER.|

A reduction from liability for the reinsurance ceded by a domestic
insurer to an assuming insurer not meeting the requirements of
section 2 shall be allowed in an amount not exceeding the liabilities
carried by the ceding insurer. The reduction shall _573‘ in the amount
of funas_%er_b or on behalf of the ceding insurer, including funds
h_iﬁla 1}1% trust for the ceding insurer, unaler a reinsurance contract
with the assuming insurer as security for the payment of obligations
under the contrac% if the security is held in the dnitea States subject
to withdrawal solely by, and under the exclusive control of, the
ceding insurer; or, in the case of a trust, held in a qualified United
States

financial institution, as defined in section 4, paragraph (b).
This security may be any form of security acceptable to the commis-
sioner or in the form of:

(2) securities listed [lgz the securities valuation office of the
National Association of Insurance Commissioners and qualifying as
admitted assets; or

(3) clean, irrevocable, unconditional letters of credit, as defined in
section 4, paragraph (a), issued or confirmed by a qualified United
States institution no later than December 31 1n respect of the year
for which filing is being made, and in the possession of the ceding
company on or before tﬁe filing date of its annual statement.

Letters of credit meeting applicable standards of issuer accept-
ability as of the dates of their issuance or confirmation sEaiI,
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notwithstanding the issuing or confirming institution’s subsequent
failure to meet applicable standards of issuer acceptability, continue
to be acceptable as security until their expiration, extension, re-
newal, modification, or amendment, whichever occurs first. T

Sec. 4. |60A.093] [QUALIFIED UNITED STATES FINANCIAL
INSTITUTION.]

(a) For purposes of section 3, clause (3}, a “qualified United States
financial institution” means an institution that:

(1) is organized or, in the case of a United States office of a foreign
banking organization, licensed, under the laws of the United Siates
or any state;

(2) is regElatedz supervised, and examined by federal or state
authorities having regulatory authority over banks and trust com-

panies; and

(3) has been determined by either the commissioner, or the
securities valuation office of the National Association of Insurance
Commissioners, to meet the standards of financial condition and
standing considered necessary and appropriate to regulate the
quality of financia] institutions whose letters of creiiit will be
acceptable to the commissioner.

(b) “Qualified United States financial institution” means, for
purposes of those provisions of this article specifying those institu-
tions that are eligible to act as fiduciary of a trust, an institution

that: T

(1) is organized or, in the case of a United States branch or agenc
office of a %orei banking organization, licensed, under the laws o_%
the United States or any state and has been granted authority to
operate with fiduciary powers; and

(2) is regulated, supervised, and examined t_;ﬁ(federal or state
authorities having regulatory authority over banks and trust com-

panies.

Sec. 5. [60A.094] [RULES.]

The commissioner may adopt rules implementing the provisions
of this article.

Sec. 6. [60A.095) [REINSURANCE AGREEMENTS AFFECTED.]

Sections 1 to 4 apply to all cessions after the effective date of this

article under reinsurance agreements that have had an inception,




35th Day] THursbaY, APRIL 18, 1991 2155

anniversary, or renewal date not less than six months after the
effective date of this article.

Sec. 7. [REPEALER.]

Minnesota Statutes 1990, section 60A.09, subdivision 4, is re-
pealed.

ARTICLE 2
ADMINISTRATIVE SUPERVISION MODEL ACT

Section 1. [60H.01] [DEFINITIONS.|

Subdivision 1. [TERMS.] For purposes of this article, the terms
defined in this section have the meanings given them.

Subd. 2. [INSURER.] “Insurer” means a person engaged as
indemnitor, surety, or contractor in the business of entering into
contracts of insurance or of annuities as limited to:

(1) an insurer who is doing an insurer business, or has transacted
insurance in this state, and against whom claims arising from that
transaction may exist now or in the future;

(2} fraternal benefit societies subject to chapter 64B;

(3) nonprofit health gervice plan corporations subject to chapter
62C;

{4) cooperative life and casualty companies subject to sections
61A.39 to 61A.52;

1(1? health maintenance organizations regulated under chapter
62

Subd. 3. [EXCEEDED ITS POWERS.] “Exceeded its powers”
means the following conditions:

(1) the insurer has refused to Fermit examination of its books,
papers, accounts, records, or alrs the commissioner, the
commissioner’s deputies, employees, or duly commissioned examin-

ers,

(2) a domestic insurer has unlawfully removed from this state
books, papers, accounts, or records necessary for an examination of
the insurer;
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financial reporting statutes or rules and departmental requests
relating to tEem; o

(3) the insurer has failed to promptly comply with the applicable

(4) the insurer has neglected or refused to observe an order of the
commissioner to make good, within the time prescribed _FB [aw, any
prohibited deficiency in its capital, capital stock, or surplus;

(b) the insurer is continuing to transact insurance or write
business after its [icense has éeen revoked or suspended by the
commissioner;

(6) the insurer,dhz contract or otherwise, has unlawfully or has in
violation of an order of the commissioner or has without first having

obtained written approval of the commissioner if approval is re-
quired by law:

(i} totally reinsured its entire outstanding business, or

(ii) merged or consolidated substantially its entire property or
business with another insurer;

(7} the insurer engag'ed in any transaction in which it is not

authorized to engage under the laws of this state;

(8) the insurer refused to comply with a lawful order of the
commissioner.

Subd. 4. [CONSENT.| “Consent” means agreement to administra-
tive supervision by the insurer.

Subd. 5. [COMMISSIONER.] “Commissioner” means the commis-
sioner of commerce.

Subd. 6. {DEPARTMENT.] “Department” means the department
of commerce.

Sec. 2, |[60H.02] [NOTICE TO COMPLY WITH WRITTEN RE-
QUIREMENTS OF COMMISSIONER; NONCOMPLIANCE; AD-
MINISTRATIVE SUPERVISION. |

Subdivision 1. [COMMISSIONER’S DETERMINATION.{ An in-
surer may be subject to administrative supervision by the commis-
sioner if upon examination or at any other time 1t appears in the

commissioner's discretion that:

(1) the insurer’s condition renders the continuance of its business
hazardous to the public or to its insureds;
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(2) the insurer has or appears to have exceeded its powers granted
under its certificate of authority and applicable law;

(3) the insurer has failed Lo comply with the applicable provisions
of the insurance Taws;

(4) the business of the insurer is being conducted fraudulently; or

(5) the insurer gives its consent.

Subd. 2. [COMMISSIONER’S POWERS.| If the commissioner
determines that the conditions set forth in subdivision 1 exist, the
commissioner may:

(1) notify the insurer of the commissioner’s determination;

(2) furnish to the insurer a written list of the requirements to
abate this determination; and

(3) notify the insurer that it is under the supervision of the
commissioner and that the commissioner is applying and effectuat-
ing the provisions of this article. This action by the commissioner is
subject to review pursuant to chapter 14.

Subd. 3. {INSURER COMPLIANCE.] If placed under administra-
tive supervision, the insurer has 60 days, or another period of time
as designated by the commissioner, to comply with the requirements
of the commissioner subject to the provisions of this article.

Subd. 4. I[EXTENSION OF SUPERVISION.| If it is determined

after notice and hearinghthat the conditions giving rise to the
the end of the supervision period specified

Subd. 5. IRELEASE FROM SUPERVISION.| If it is determined

that none of the conditions giving rise to the supervision exist, the
commissioner shall release the insurer from supervision.

Sec. 3. [60H.03] [CONFIDENTIALITY OF CERTAIN PROCEED-
INGS AND RECORDS.]

Subdivision 1. [GENERALLY.] Notwithstanding any other law to
the contrary, proceedings, hearings, notices, correspondence, re-
ports, records, and other information in the possession of the
commissioner or the department relating to the supervision of any
insurer are confidential except as provided by this section.

Subd. 2. IDEPARTMENT ACCESS.| The personnel of the depart-
ment shall have access to these proceedings, hearings, notices,
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correspondence, reports, records, or information as permitted by the
COMMISSIONET.

Subd. 3. [EXCEPTIONS.| The commissioner may open the pro-
ceedings or hearings or disclose the notices, correspondence, reports,
records, or information to a department, agency, or instrumentality
of this or another state or the United States if the commissioner

determines that the disclosure is necessary or proper for the
enforcement of the laws of this or another state of the United States.

The commissioner may open the proceedings or hearings or make
nd d h

public the notices, correspondence, reports, records, or other infor-
mation if the commissioner considers that it is in the best interest of

the public or in the best interest of the insurer, ils insureds,
creditors, or the general public.

Subd. 4Th (PROCEEDINGS AND RECORDS OBTAINED BY
COURT. | This section does not apply to hearings, notices, correspon-
dence, reports, records, or other information obtained upon the
appointment of a receiver for the insurer by a court of competent

jurisdiction.

Sec. 4. |60H.04| [PROHIBITED ACTS DURING PERIOD OF
SUPERVISION. |

During the period of supervision, the commissioner shall serve as
the administrative supervisor. The commissioner may provide that
duri

the insurer may not do any of the following things during the period
of supervision, without the prior approvai of the commissioner:

(1) dispose of, convey, or encumber any of its assets or its business
in force;

(2) withdraw any of its bank accounts,
3) lend any of its funds;

(4) invest any of its funds;

(5) transfer any of its property;

(6) incur any debt, obligation, or liability;

(7) merge or consolidate with another company;

(8) approve new premiums or renew any policies;

(9) enter into any new reinsurance contract or treaty;
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(10) terminate, surrender, forfeit, convert, or lapse any insurance
olicy, certificate, or contract, except for nonpayment of premiums
gue;

(11) release, pay, or refund premium deposits, accrued cash or
loan values, unearned premiums, or other reserves on any insurance
policy, certificate, or contract,

(12) make any material change in management; or

(13) increase salaries and benefits of officers or directors or the

preferential payment of bonuses, dividends, or other payments

considered preferential.

Sec. 5. [60H.05] [REVIEW AND STAY OF ACTION.|

During the period of supervision the insurer may contest an
action taken or proposed to be taken by the commissioner specifyin
the manner wherein the action being complained of woul& 55
detrimental to the condition of the insurer. Denial of the insurer’s
request upon reconsideration entitles the insurer to request a
proceeding under chapter 14. -

Sec. 6. [60H.06] | ADMINISTRATIVE ELECTION OF PROCEED-
INGS.]

Nothing in this article precludes the commissioner from initiatin
judicial proceedings to place an insurer in rehabilitation or liquida-
tion proceedings, under the laws of this state, regardless of wﬂetﬁer

the commissioner has previously initiated administrative supervi-
sion proceedings under this article against the insurer.

Sec. 7. [60H.07] [RULES.]

The commissioner may adopt rules necessary for the implemen-
tation of this article.

Sec. 8. [60H.08] [[MMUNITY.]

There shall be no liability on the part of, and no cause of action of
any nature shall arise against, the commissioner or the department
or its employees or agents for any action taken by them in the
performance of their powers and duties under this article. ~
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ARTICLE 3

STANDARDS AND COMMISSIONER'S AUTHORITY
FOR COMPANIES CONSIDERED TO BE IN
HAZARDOUS FINANCIAL CONDITION

Section 1. [60H.21] [PURPOSE. |

The purpose of this article is to set forth the standards which the
commissioner may use for identifying insurers found to be in such
condition as to render the continuance of their business hazardous to
the public or to holders of their policies or certificates of insurance.

This article shall not be interpreted to limit the %owers granted
the commissioner A%E any other laws or parts of laws of this state, nor
shall this chapter be interpreted to supersede any other laws or
parts of Taws of this state.

Sec. 2. [60H.22] [STANDARDS.]

The following standards, either singly or a combination of two or
more, may be considered by the commissioner to determine whether
the continued operation Etx any insurer, whether domestic, Toreign,
or alien, transacting an insurance business in this state might be
considered to be hazardous to the policyholders, creditors or the
general public. The commissioner may consider:

(1) adverse finding reported in financial condition and market
conduct examination reports;

(2} the National Association of Insurance Commissioners Insur-
ance Regulatory Information System and its related reports;

(3) the ratios of commission expense, general insurance expense,
policy benefits, and reserve increases as to annual premium and net
investment income which could lead to an impairment of capital and

surplus;

(4) whether the insurer’s asset portfolio when viewed in light of
current economic conditions is o_% sufficient value, liquidity, or
diversity to assure the company’s ability to meet its outstanding
obligations as they mature;

(5) the ability of an assuming reinsurer to %erform and whether
the insurer's reinsurance program provides sufficient protection for
the company’s remaining surplus after taking into account the
msurer’s cash flow and the classes of business written as well as the

financial condition of the assuming reinsurer,




35th Dayl] THURSDAY, APRIL 18, 1991 2161

period or any shorter period of time, including, but not limited to,
net capital gain or loss, change in nonadmitted assets, and cash
dividends paid to shareholders, is greater than 50 percent of the
insurer’s remaining surplus as regards policyholders in excess of the
minimum required;

(7) whether any affiliate, subsidiary, or reinsurer is insolvent,
threatened with insolvency, or delinquent in payment of its mone-
tary or other obligation;

(8) whether contingent liabilities, pledges, or guaranties which
either individually or collectively involve a total amount which in
the opinion of the commissioner may affect the solvency of the
Insurer,

(9) whether any “controlling person” of an insurer is delinquent in
the transmitting to, or payment of, net premiums to the insurer;

(10) the age gm_d collectability of receivables;

(11) whether the management of an insurer, including officers
directors, or any other person who directly or indirectly controls the
operation of the insurer, falls to possess and demonstrate the
competence, fitness, and reputation considered necessary to serve
the msurer in this position;

(12) whether management of an insurer has failed to respond to
inguiries relative to the condition of the insurer or has furnished
false and misleading information concerning an inquiry;

(13) whether management of an insurer either has filed a false or
misleading sworn financial statement, or has released a false or
misleading financial statement to lending institutions or to the
general public, or has made a false or misleading entry, or has

t

omitted an entry of material amount in the books of the insurer;

(14) whether the insurer has grown so rapidly and to such an
exlent that it Jacks adequate financial and administrative capacity

to meet its obligations in a timely manner; or

(15) whether the company has experienced or will experience in
the foreseeable future cash flow or iquidity problems.

Sec. 3. [60H.23] [COMMISSIONER’S AUTHORITY.}

Subdivision 1. [DETERMINATION OF FINANCIAL CONDI-
TION.] For the purposes of making a determination of an insurer’s
financial condition under this chapter, the commissioner may:
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(1) disregard any credit or amount receivable resulting from
transactions with a reinsurer which is insolvent, impaired, or

otherwise subject to a delinquency proceeding;

{2) make appropriate adjustments to asset values attributable to

investments in or transactions with parents, subsidiaries, or affili-
ates;

(3) refuse to recognize the stated value of accounts receivable if
the ability to collect receivables is highly speculative in view of the
age of the account or the financial condition of the debtor; or

(4) increase the insurer’s liability in an amount equal to an
contingent liability, pledge, or guarantee not otherwise inchﬁeﬂ_ﬁ‘
there is a su stantiai risk that the insurer will be called upon to
meet the obligation undertaken within the next 12-month period.

Subd. 2. [COMMISSIONER’S ORDER.] If the commissioner de-
termines that the continued operation of the insurer licensed to
transact business in this state may be hazardous to the policyhold-

upon the

ers or the general public, then the commissioner may,
commissioner’s determination, issue an order requiring the insurer
to:

(1) reduce the total amount of present and potential liability for
policy benefits by reinsurance;

(2) reduce, suspend, or limit the volume of business being accepted
or renewed,

(3} reduce general insurance and commission expenses by speci-

fied methods;

{4) increase the insurer’s capital and surplus;

(5) suspend or limit the declaration and payment of dividend by an
insurer to its stockholders or to its Qc_)lﬁzhohers;

(6) file reports in a form acceptable to the commissioner concern-
ing the market value of an insurer’s assets;

(7) limit or withdraw from certain investments or discontinue
certain investment practices to the extent the commissioner consid-

€rs necessary,

(8) document the adequacy of premium rates in relation to the
risks insured; or —

(9} file, in addition to regular annual statements, interim finan-
cial reports on the form adopted by the National Association of
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Insurance Commissioners or in the format adopted by the commis-
sioner.

Subd. 3. [HEARING.] An insurer subject to an order under

subdivision 2 may request a hearing pursuant to chapter 14 to
review that Erﬁ;i’['he commissioner shall hold all hearings under

this paragraph privately.

Sec. 4. [60H.24] [JUDICIAL REVIEW,]

An order or decision of the commissioner is subject to review in
accordance with chapter 14 at the instance of any party to the
proceedings whose interests are substantially affected.

ARTICLE 4
MANAGING GENERAL AGENTS

Section 1. [601.01] [TITLE.]

Sections 601.01 to 601.10 may be cited as the managing general
agents act.

Seec. 2. 1601.02| [DEFINITIONS.]

Subdivision 1, [TERMS.] For purposes of sections 601.01 to 601.10,
the terms defined in this section have the meanings given them.

Subd. 2. [ACTUARY.] “Actuary” means a person who is a member
in good standing of the American Academy of Actuaries.

Subd. 3.  INSURER.] “Insurer” means a person, firm, association,
or corporation duly licensed in this state as an insurance company.

Subd. 4. [MANAGING GENERAL AGENT.] (a} “Managing gen-
eral agent” means a person, firm, association, or corporation gv?lﬁ
negotiates and binds ceding reinsurance contracts on behalf of an
insurer or manages all or part of the insurance business of an
insurer, including the management of a separate division, depart-
ment, or underwriting office, and acts as an agent for that msurer
whether known as a managing general agent, manager, or other
similar term, who, with or without the aut%ority, either separately

or together with affiliaies, produces, directly or indirectly, and

underwrites an amount of gross direct written premium equal to or
more than five percent o_f_tEe policyholder surplus as reported in the
Tast annual statement of the insurer in any one quarter or year
together with one or more of the following: T_l—_jxaajﬁsts or pays claims
in excess of an amount defermined by the commissioner; or (2)
negotiates reinsurance on behalf of the insurer.
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(b) Notwithstanding paragraph (a), the following persons shall
not be considered as managing general agents for the purposes of
sections 601.01 to 60L.10: o

(1) an employee of the insurer;

(2) a United States manager of the United States branch of an
alien insurer;

(3) an underwriting manager that, pursuant to contract, manages
all the insurance or reinsurance operation of the insurer, is under
common control with the insurer, subject to the insurance holding
company act, chapter 60D, and whose compensation is not based on
e volume of premiums written; or T

(4) an attorney in fact authorized by, and acting for, the subscrib-
ers of a reciprocal insurer or interinsurance exchange under powers

of attorney.

Subd. 5. [UNDERWRITE,| “Underwrite” means the authority to
accept or reject risk on behalf of the insurer.

Sec. 3. [601.03| ILICENSE.]

Subdivision 11 [REQUIRED.] (a} No person, firm, association, or
corporation shall act in the capacity of a managing general agent
in this & ver licensed in

with respect to risks located in this state for an insurer license

this state unless the person is a licensed producer in this state.

(b) No person, firm, association, or corporation shall act in the
capacity of a managing general agent representing an insurer
domiciled in this state with respect to risks located outside this state
unless the person 1s licensed as a producer in this state pursuant to

sections 601.01 to 601.10. The Ticense may be a nonresident license.

Subd. 2. [BOND.] The commissioner of commerce may require a
bond in an amount acceptable for the protection of the insurer.

Subd. 3. [ERRORS AND OMISSIONS INSURANCE.] The com-
missioner of commerce may require the managing general agent to
maintain an errors and omissions policy.

Sec. 4. [601.04| {REQUIRED CONTRACT PROVISIONS.]

Subdivision 1. [GENERALLY.] No person, firm, association, or
corporation acting in the capacity of a managing general agent shall
place business with an insurer unless there i1s in force a written
contract between the parties that sets forth the responsibilities of
each party and where both parties share responsibility for a partic-
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ular function, specifies the division of responsibilities, and that
contains the minimum provisions in subdivisions 2 to 12.

Subd. %_ ITERMINATIONS.] The insurer may terminate &?
contract for cause upon written notice to the managin enera
ii f the

agent. The insurer may suspend the underwriting authority of

mana:ging eneral agent during the pendency of any dispute regard-
ing the cause for termination.

Subd. 3. [PERIODIC ACCOUNTING.| The managing general
agent will render accounts to the insurer detailing all transactions
and remit all funds due under the contract to the insurer on not less
than a monthly basis.

Subd. 4. [HANDLING OF FUNDS.] All funds collected for the
account of an insurer will be held by the managing general agent in
a fiduciary capacity in a Emﬁiﬁc'h_jg a member of the Federal
Reserve System. This account shall be used for all payments on
behalf of the insurer. The managing general agent may retain no
more than three months estimated claims payments gl;j_ allocated
loss adjustment expenses. A managing gencral agent shall deposit
only trust funds in a trust account and shall not commingle personal
fungs or other funds in a trust account, except that a managing
general agent may deposit and maintain a sum in a trust account
from personal ﬁgs, which sum shall be specifically identified and
used to pay service charges or satisfy the minimum balance require-
ments relating to the trust account.

Subd. 5. IBUSINESS RECORDS.] Separate records of business
written 1%?1 the managing general agent will be maintained. The
insurer shall have access and right to copy all accounts and records
related to its business in a form usable by the insurer, and the
commissioner shall have access to all EOE%S,TanE accounts, and
records of the managing general agent in a form usable to the
commissioner. The records shall be retained on a basis acceptable to
the commissioner. T o

Subd. 6. [INONASSIGNMENT OF CONTRACT.] The contract may
not be assigned in whole or part by the managing general agent.

Subd. 7. [UNDERWRITING GUIDELINES.] Appropriate under-

writing guidelines will be followed, including:

(1) the maximum annual premium volume;

(2) the basis of the rates to be charged,

(3) the types of risks that may be written;

{4) maximum limits of liability;
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(5) applicable exclusions;

(6) territorial limitations;

{7) policy cancellation provisions; and

(8) the maximum policy period.

The insurer shall have the right to cancel or nonrenew any polic
of insurance subject to the applicable laws and rules concerning the
cancellation and nonrenewal of insurance policies.

Subd. 8. [CLAIMS SETTLEMENT.] If the contract permits the
managing general agent to settle claims on behalf of the insurer:

(1) all claims must be reported to the company in a timely
manner;

(2) a copy of the claim file will be sent to the insurer at its request
or as soon as it becomes known that the claim:

(i) has the potential to exceed an amount determined by the
commissioner or exceeds the Iimit set by the company, whichever is
Tess; _ T -

(ii} involves a coverage dispute;

(iii) may exceed the managing general agent’s claim settlement
authority;

{iv) is open for more than six months; or

(v) is closed by payment of an amount set by the commissioner or
an amount set by the company, whichever is less;

(3) all claim files will be the joint property of the insurer and
managing general agent. However, upon an order of liquidation of
the insurer, the files shall become the sole ]%ro:g_ertz of the insurer or
its estate. The managing general agent shall have reasonable access
to and the right to copy the files on a timely basis; and

(4) settlement authority granted to the managing general agent
may be terminated for cause upon the insurer’s written notice to the
managing general agent or upon the terminafion of the contract.

e msurer may suspend the settlement authority during the
pendency of any dispute regarding the cause for termination.

Subd. 9. [TRANSMISSION OF ELECTRONIC CLAIMS DATA.]
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Where electronic claims files are in existence, the contract must
address the timely transmission of the data.

Subd. 10. |[INTERIM PROFITS.] If the contract provides for a
sharing of interim profits by %lh_e managing general agent, and the
managing general agent has the authority to determine the amount
of the interim prr ching Tos

the interim profits by establishing loss reserves or controlling

claim payments, or in any other manner, interim profits will not be
paid to the managing general agent until one year after they are
earned for property insurance business and five years after they are
earned on casualty business and not until the profits have been

verified pursuant to section 601.05.

Subd. 11. [AGENT PRACTICES.] The managing general agent
shall not:

(1) bind reinsurance or retrocessions on behalf of the insurer,
excepl that the managing general agent may bind facultative
reinsurance contracts pursuant to obligatory facultative agree-
ments if the contract with the insurer contains reinsurance under-
writing guidelines including, for both reinsurance assumed and
ceded, a list of reinsurers with which these automatic agreements
are in effect, the coverage and amounts or percentages that may be
reinsured, and commission schedules;

(2) commit the insurer to participate in insurance or reinsurance
syndicates;

(3) appoint any producer without assuring that the producer is
lawfully licensed to fransact the type of insurance for which that
person is appointed;

(4) without prior approval of the insurer, pay or commit the
insurer to pay a claim over a specified amount, net of reinsurance
which shall not exceed one :Bercent of the insurer's policyholder’s

surplus as of December 31 of the last completed calendar year;

(5) without prior approval of the insurer, collect any payment
from a reinsurer or commit the insurer to any claim set_tl_ezment wit
a reinsurer. If prior approval is given, a report must be promptly
forwarded to the insurer; o

(6) permit its subproducer to serve on the insurer’s board of
directors;

(7) jointly employ an individual who is employed with the insurer;
or

(8) appoint a submanaging general agent.
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Subd. 12. [CONTRACT TERM.] The contract term may not be for
an unreasonable period of time, but in no circumstance may the
term exceed five years.

Sec. 5. [601.05] [DUTIES OF INSURERS.]

Subdivision 1. I[FINANCIAL EXAMINATION OF AGENT.] The
insurer shall have on file an independent financial examination, in
a form acceptable to the commissioner of commerce, of each man-

aging general agent with which it has done business.

Subd. 2. [ACTUARIAL OPINION ON LOSS RESERVES] If a
managing general agent establishes loss reserves, the insurer shall
annually obtain the opinion of grll actuary not employed by the
insurer or by the manag;'nﬁ %enera agent attesting to the adequacy
of loss reserves established for losses incurred and outstanding on
business produced by the managing general agent. This is in

addition to any other required loss reserve certification.

Subd. 3. [UNDERWRITING AND CLAIMS PROCESSING RE-
VIEW] The insurer shall periodically, at least semiannually, con-
duct an on-site review of the underwriting and claims processing
operation of the managing general agent and maintain on iis

records the results of that review.

Subd. 4. [BINDING AUTHORITY.] Binding authority for all
reinsurance contracts or participation in insurance or reingurance

s¥ndicates shall rest with an officer of the insurer, who shall not be
affiliated with the managing general agent.

Subd. 5. [NOTIFICATION OF APPOINTMENT OR TERMINA-
TION.] Within 30 days of entering into or termination of a contract
with a managing general agent, the insurer shall provide written
notification of the appointment or termination to the commissioner.
Notices of appointment of a managing general agent shall include a
statement of duties which the applicant 1s expected to perform on
behalf of the insurer, the lines of insurance for which the applicant
is to be authorized to act, and any other information the commis-

sloner may request.

Subd. 6. [REVIEW OF PRODUCERS.] An insurer shall review its
books and records each quarter to determine if any producer has
become, by operation of section 1, subdivision 4, a managing general
agent as defined in that section. If the insurer determines that a
producer has become a managing general agent, the Insurer shall
promptly notify the producer ané the commissioner of the determi-
nation and the insurer and producer must fully comply with the
provisions of this chapter with 30 days.

Subd. 7. [APPOINTMENTS TO BOARD.] An insurer shall not
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appoint to its board gﬁ directors an officer, director, employee,
suEproaucer, or controlling shareholder of its managing general
agents. This subdivision does not apply to relationships governed b

a
the insurance holding company act, cha ter 60D or, if a Iicabléx,
‘casual rticie 13.

the producer controlled property/casualty insurer act, a

Sec. 6. 601.06] [EXAMINATION AUTHORITY ]

A managing general agent may be examined as if it were the
insurer.

Sec. 7. [601.07] [ACTS OF MANAGING GENERAL AGENT.]

The acts of the managing general agent are considered to be the
acts of the insurer on wiiose ehalf it 1s aciing.

Sec. 8. [601.08] [PENALTIES AND LIABILITIES.]

Subdivision 1. [GENERALLY.] If the commissioner finds pursuant
to the procedural requirements of section 45.027 that any person has
violated any provision or provisions of this article, the commissioner
may take any action granted to the commissioner by that section.

Subd. 2. [CIVIL: PENALTY AND REIMBURSEMENT ORDER.]
In addition to authority granted by section 45.027 for each separate
violation, the commissioner may impose a penalty up to %5,0%%0 and
order the managg;ng eneral agent to reimburse the insurer, reha-
bilitator, or liquidator of the insurer for any losses incurred by the
insurer causé by a violation of this article commitied by the
managing general agent.

Subd. 3. [JUDICIAL REVIEW.] The decision, determination, or
order of the commissioner pursuant to subdivision 1, is subject to
judicial review pursuant to chapter 14.

Subd. 4. [OTHER PENALTIES.] Nothing contained in this section
shall affect the ri%ht of the commissioner to impose any other

penalties provided for by law.

Sec. 9. [601.09] [SCOPE.]

Nothing contained in this article is intended to or shall in Qﬁ
manner limit or restrict the rights of policyholders, claimants, an.
auditors.

Sec. 10. [601.10] [RULES.]

The commissioner of commerce may adopt rules for the implemen-
tation and administration of sections 601.01 to 601.10.
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Sec. 11. [REPEALER.]

Minnesota Statutes 1990, section 60A.076, is repealed.

Sec. 12. [EFFECTIVE DATE.]

Sections 601.01 to 60L.10 are effective August 1, 1991. No insurer
may continue to utilize the services of a managing general agent on
gm_?i after that date unless the utilization is in compliance with this
article. T o

ARTICLE 5
LIFE AND HEALTH GUARANTY ASSOCIATION

Section 1. Minnesota Statutes 1990, section 60B.25, is amended to
read:

60B.25 [POWERS OF LIQUIDATOR.]

The liquidator shall report to the court monthly, or at other
intervals specified by the eourt, on the progress of the liquidation in
whatever detail the court orders. The liquidator shall coordinate
activities with those of each guaranty association having an interest
in the Tiquidation and shall submit a report detailing how coordina-
tion will be achieved to the court for its approval within 30 days
following appointment, or within the time which the court, in its
discretion, may establish. Subject to the court’s control, the liquida-
tor may:

(1) Appoint a special deputy to act under sections 60B.01 to
©60B.61 and determine the deputy’s compensation. The special dep-
uty shall have all powers of the liquidator granted by this section,
The special deputy shall serve at the pleasure of the liquidator.

(2} Appoint or engage employees and agents, actuaries, accoun-
tants, appraisers, consultants, and other personnel deemed neces-
sary to assist in the liquidation without regard to chapter 14.

(3) Fix the compensation of persons under clause (2), subject to the
control of the court.

{4) Defray all expenses of taking possession of, conserving, con-
ducting, liquidating, disposing of, or otherwise dealing with the
business and property of the insurer. If the property of the insurer
does not contain sufficient cash or liquid assets to defray the costs
incurred, the liguidator may advance the costs so incurred out of the
appropriation made to the department of commerce. Any amounts so
paid shall be deemed expense of administration and shall be repaid
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for the credit of the department of commerce out of the first available
money of the insurer.

{5) Hold hearings, subpoena witnesses and compel their atten-
dance, administer oaths, examine any person under cath and compel
any person to subscribe to testimony after it has been correctly
reduced to writing, and in connection therewith require the produc-
tion of any books, papers, records, or other documents which the
liquidator deems relevant to the inquiry.

(6) Collect all debts and money due and claims belonging to the
insurer, wherever located, and for this purpose institute timely
action in other jurisdictions, in order to forestall garnishment and
attachment proceedings against such debts; do such other acts as are
necessary or expedient to collect, conserve, or protect its assets or
property, including sell, compound, compromise, or assign for pur-
poses of collection, upon such tertris and conditions as the liguidator
deems best, any bad or doubtful debts; and pursue any creditor’s
remedies available to enforce claims.

(7) Conduct public and private sales of the property of the insurer
in a manner prescribed by the court.

(8} Use assets of the estate to transfer coverage obligations to a
solvent assuming insurer, if the transfer can be arranged without
prejudice to applicable priorities under section 60B.44.

(9) Acquire, hypothecate, encumber, lease, improve, sell, transfer,
abandon, or otherwise dispose of or deal with any property of the
insurer at its market value or upon such terms and conditions as are
fair and reasonable, except that no transaction involving property
the market value of which exceeds $10,000 shall be concluded
without express permission of the court. The liquidator may also
execute, acknowledge, and deliver any deeds, assignments, releases,
and other instruments necessary or proper to effectuate any sale of
property or other transaction in connection with the liquidation. In
cases where real property sold by the liquidator is located other than
in the county where the liquidation is pending, the liquidator shall
cause to be filed with the county recorder for the county in which the
property is located a certified copy of the order of appointment.

(10) Borrow money on the security of the insurers assets or
without security and execute and deliver all documents necessary to
that transaction for the purpose of facilitating the liquidation.

{11) Enter into such contracts as are necessary to carry out the
order to liquidate, and affirm or disallow any contracts to which the
insurer is a party.

(12) Continue to prosecute and institute in the name of the insurer
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or in the liquidator’s own name any suits and other legal proceed-
ings, in this state or elsewhere, and abanden the prosecution of
claims the liquidator deems unprofitable to pursue further. If the
insurer is dissolved under section 60B.23, the liquidator may apply
to any court in this state or elsewhere for leave to be substituted for
the insurer as plaintiff.

(13) Prosecute any action which may exist in behalf of the
creditors, members, policyholders, or shareholders of the insurer
against any officer of the insurer, or any other person.

(14) Remove any records and property of the insurer to the offices
of the commissioner or to such other place as is convenient for the
purposes of efficient and orderly execution of the liquidation.

{15) Deposit in one or more banks in this state such sums as are
required for meeting current administration expenses and dividend
distributions.

(16} Deposit with the state board of investment for investment
pursuant to section 11A.24, all sums not currently needed, unless
the court orders otherwise.

(17) File any necessary documents for record in the office of any
county recorder or record office in this state or elsewhere where
property of the insurer is located.

(18) Assert all defenses available to the insurer as against third
persons, including statutes of limitations, statutes of frauds, and the
defense of usury. A waiver of any defense by the insurer after a
petition for liquidation has been filed shall not bind the liquidator.

(19) Exercise and enforce all the rights, remedies, and powers of
any creditor, sharcholder, policyholder, or member, including any
power to avoid any transfer or lien that may be given by law and that
is not included within sections 60B.30 and 60B.32.

(20) Intervene in any proceeding wherever instituted that might
lead to the appointment of a receiver or trustee, and act as the
receiver or trustee whenever the appointment is offered.

(21) Enter into agreements with any receiver or commissioner of
any other state relating to the rehabilitation, liquidation, conserva-
tion, or dissolution of an insurer doing business in both states.

{22) Exercise all powers now held or hereafter conferred upon
receivers by the laws of this state not inconsistent with sections
60B.01 to 60B.61.

{23) The enumeration in this section of the powers and authority
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of the liquidator is not a limitation, nor does it exclude the right to
do such other acts not herein specifically enumerated or otherwise
provided for as are necessary or expedient for the accomplishment of
or in aid of the purpose of liquidation,

(24) The power of the liquidator of a health maintenance organi-
zation includes the power to transfer coverage obligations to a
solvent and voluntary health maintenance organization, insurer, or
nonprofit health service plan, and to assign provider contracts of the
insolvent health maintenance organization to an assuming health
maintenance organization, insurer, or nonprofit health service plan
permitted to enter into such agreements. The liquidator is not
required to meet the notice requirements of section 6210.121. Trans-
ferees of coverage obligations or provider contracts shall have no
liability to creditors or obligees of the health maintenance organi-
zation except those liabilities expressly assumed.

Sec. 2. Minnesota Statutes 1990, section 61B.12, is amended by
adding a subdivision to read:

Subd. 6. INOTICE CONCERNING LIMITATIONS AND EXCLU-
SIONS.] On and after January 1, 1992, no person, including an
insurer, agent, or affiliate of an insurer or agent, shall offer for sale
in this state a covered life insurance, annuity, or health insurance

olicy or contract without delivering at the time of application for
that policy or contract a separate notice in the form the commis-

sioner from time to time may approve for use in this sfate relating
to coverage provided by the %‘/Iinnesota_ﬁifcﬁﬁa Health Tnsurance
Guaranty Association. The notice must be signed by the agplicant

and kept on file by the person offering the policy or contract for sale.
A copy of the signed notice must be given to Lge applicant.

Sec. 3. Minnesota Statutes 1990, section 61B.12, is amended by
adding a subdivision to read:

Subd. 7. [EFFECT OF NOTICE.| The distribution, delivery, or

contents or inte%retation of the notice described 1n subdivision 6
shall not mean that either the policy or contract, or the owner or
holder thereof, would be covered in the event of the impairment of a
member insurer if coverage is not otherwise provided by this
chapter. Failure to receive the notice does not give the policyholder,
contract holder, certificate holder, insured, owner, beneficiaries,
assignees, or payees any greater rights than those provided by this

chapter.

ARTICLE 6

MINNESOTA INSURANCE GUARANTY ASSQCIATION
AMENDMENTS

Section 1. Minnesota Statutes 1990, section 60B.37, subdivision 2,
is amended to read:



2174 JourNaL oF THE House {35th Day

Subd. 2. [EXCUSED LATE FILINGS.] For a good cause shown, the
liquidator shall recommend and the court shall permit a claimant,
making a late filing to share in dividends, whether past or future, as
if the claimant were not late, to the extent that any such payment
will not prejudice the orderly administration of the liquidation.
Good cause includes but is not limited to the following:

(a) That existence of a claim was not known to the claimant and
that the claimant filed within 30 days after learning of it;

{b) That a claim for unearned premiums or for cash surrender
values or other investment values in life insurance or annuities
which was not required to be filed was omitted from the liquidator’s
recommendations to the court under section 60B.45, and that it was
filed within 30 days after the claimant learned of the omission;

(c) That a transfer to a creditor was avoided under sections 60B.30
to 60B.32 or was voluntarily surrendered under section 60B.33, and
that the filing satisfies the conditions of section 60B.33;

(d) That valuation under section 60B.43 of security held by a
secured creditor shows a deficiency, which is filed within 30 days
after the valuation; and

(e) That a claim was contingent and became absolute, and was
filed within 30 days after it became absolute-; and

(D) That the claim is for workers’ compensation benefits and the
time Iimitations and other requirements of chapter 176 have been
met.

Sec. 2. Minnesota Statutes 1990, section 60C.02, subdivision 1, is
amended to read:

Subdivision 1. [SCOPE.| This chapter applies to all kinds of direct
insurance, except life, title, accident and sickness written by life
insurance companies, credit, mortgage guaranty, financial guaranty
or other forms of ingurance offering protection against Investment
risks, and ocean marine.

Sec. 3. Minnesota Statutes 1990, section 60C.03, subdivision 6, is
amended to read:

Subd. 6. “Member insurer” means any person, including recipro-
cals or interinsurance exchanges operating under chapter 71A,
township mutual fire insurance companies operating under sections
67A.01 to 67A.26, and farmers mutual fire insurance companies
operating under sections 67A.27 to 67A.39, who (a) writes any kind
of insurance not excepted from the scope of Laws 1971, chapter 145
by section 60C.02, and (b) is licensed to transact insurance business
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in this state, except any nonprofit service plan incorporated or
operating under sections 62C.01 to 62C.23 and any health plan
incorporated under chapter 317A, and includes an insurer whose
license or certificate of authority in this state may have been
suspended, revoked, not renewed, or voluntarily withdrawn.

Sec. 4. Minnesota Statutes 1990, section 60C.03, is amended by
adding a subdivision to read:

Subd. 10. “Financial g%arantz insurance” includes ang insurance
under which loss 1s %az'a e upon proof of occurrence of any of the
following events to the damage of an insured claimant or obligee:

(1) failure of any obligor or obligors on any debt instrument or
other monetary EEFigation, including common or preferred stock, to
pay when due the principal, interest, dividend or purchase price of
such instrument or obligation, whether such failure 1s the result of
a financial default or insolvency and whether or not such obligation
is incurred directly or as guarantor by, or on behalf of, another
obligor which has also defaulted;

(2) changes in the level of interest rates whether short-term or
long-term, or in the difference between interest rates existing In
various markets;

inconvertibility of one currency into another for any reason; and

3) chan)ges in the rate of exchange or currency, or from the
rt

{4) changes in the value of specific assets or commodities, or price
levels in general.

Sec. 5. Minnesota Statutes 1990, section 60C.04, is amended to
read:

60C.04 |CREATION.]

All insurers subject to the provisions of Laws 1971, chapter 145
ghall form an organization to be known as the Minnesota insurance
guaranty association. All insurers defined as member insurers in
section 60C.03, subdivision 6, are and shall remain members of the
association as a condition of their authority to transact insurance
business or to execute surety bonds in this state. An insurer’s
membership obligations under this chapter shall survive any
merger, consolidation, restructuring, incorporation, or reincorpora-
tion. The association shall perform its functions under a plan of
operation established and approved under section 60C.07 and shall
exercise its powers through a board of directors established under
section 60C.08. For purposes of administration and assessment the
association shall be divided into five separate accounts: (1) the
automobile insurance account, (2) the township mutuals account, (3)
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the fidelity and surety bond account, (4) the account for all other
insurance to which bews 1973 this chapter 145 applies, and (5) the
workers’ compensation insurance account.

Sec. 6. Minnesota Statutes 1990, section 60C.06, subdivision 1, is
amended to read:

Subdivision 1. [DETERMINATION OF AMOUNT.] The assess-
ments of each member insurer shall be in the proportion that the net
direct written premiums of the member insurer for the preceding
calendar year on the kinds of insurance in the account bear to the
net direct written premiums of all member insurers for the preced-
ing calendar year on the kinds of insurance in the account. No
member insurer may be assessed in any year on any account in an
amount greater than two percent of that member insurer’s net direct
written premiums for the preceding calendar year on the kinds of
insurance in the account. AN member insurers Heensed to transaet
insuranee business in this state en the date an insurer is placed in
kguidation may be ascessed as previded by seetion 60C.06 for
neecsoary payments from the aceount:

Sec. 7. Minnesota Statutes 1990, section 60C.09, subdivision 1, is
amended to read:

Subdivision 1. [DEFINITION.] A covered claim is any unpaid
claim, including one for unearned premium, which:

{a)(1} Arises out of and is within the coverage of an insurance
policy issued by a member insurer if the insurer becomes an
insolvent insurer after April 30, 1979; or

(2) Would be within the coverage of an extended reporting en-
dorsement to a claims-made insurance policy if insolvency had not
prevented the member insurer from fulfilling its obligation to issue
the endorsement, if:

(i) the claims-made policy contained a provision affording the
insured the right to purchase a reporting endorsement;

(ii) coverage will be no greater than if a reporting endorsement
had been issued;

(iii) the insured has not purchased other insurance which applies
to the claim; and

{(iv} the insured’s deductible under the policy is increased by an
amount equal to the premium for the reporting endorsement, as
provided in the insured’s claims-made policy, or if not so provided,
then as established by a rate service organization.
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(b) Arises out of a class of business which is not excepted from the
scope of this chapter by section 60C.02; and

{c¢) Is made by:

(i) A policyholder, or an insured beneficiary under a policy, who, at
the time of the insured event, was a resident of this state; or

(ii) A person designated in the policy as having an insurable
interest in or related to property situated in this state at the time of
the insured event; or

{iii) An obligee or creditor under any surety bond, who, at the time
of default by the principal debtor or obligor, was a resident of this
state; or

(iv) A third party claimant under a liability policy or surety bond,
if: (a) the insured or the third party claimant was a resident of this
state at the time of the insured event; (b) the claim is for bodily or
personal injuries suffered in this state by a person who when injured
was a resident of this state; or (c) the claim is for damages to real
property situated in this state at the time of damage; or

{v) A direct or indirect assignee of a person who except for the
assignment might have claimed under item (i), (ii), or (iii).

For purposes of paragraph (c¢), item (ii), unit owners of condomin-
iums, townhouses, or cooperatives are considered as having an
insurable interest.

A covered claim also includes any unpaid claim which arises or
exists within 30 days after the time of entry of an order of
liquidation with a finding of insolvency by a court of competent
jurisdiction unless prior thereto the insured replaces the policy or
causes its cancellation or the policy expires on its expiration date. A
covered claim does not include claims filed with the guaranty fund
after the final date set by the court for the filing of claims except for
workers’ compensation claims that have met the time limitations
and other requirements of chapler 176 and excused late filings
permitted under section 60B.37.

Sec. 8. Minnesota Statutes 1990, section 60C.13, subdivision 1, is
amended to read:

Subdivision 1. Any person having a claim agetrst an imsurer
under aRy provision in an insuranee peliey other than a poliey of an
insurer in Hquidation whieh is also a eovered elaim; is required to
exhaust Brot any rights under another policy, which claim arises out
of the same facts which give nse to the covered claim, shall be first
required to exhaust the person’s right under the other policy. Any
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amount payable on a covered claim under Laws 1971 this chapter
145 shall be reduced by the amount of any recovery under such
insurance policy. For purposes of this subdivision, another insur-
ance policy does @ncluSe a workers’ compensation policy.

Sec. 9. [EFFECTIVE DATE.]

Sections 1 to 7 are effective the day following final enactment.
Section 8 applies to all unsettled existing and future claims made
after that date arising out of any past or future member insolven-
Cle5.

ARTICLE 7
STANDARD VALUATION LAW

Section 1. Minnesota Statutes 1990, section 61A.25, is amended
by adding a subdivision to read:

Subd. 2a. [ACTUARIAL OPINION GF RESERVES.] (a) Every life
insurance company doing business in this state shall annually
submit the opinion of a qualified actuary as to whether the reserves
and related actuarial items held in support of the policies and
contracts specified by the commissioner by rule are computed
appropriately, are based on assumptions wﬁ%:h satisfy contractual
provisions, are consistent with prior reported amounts, and compl
with applicable Taws of this state. The commissioner may by rule
define the specifics of this opinion and add any other items consid-
ered to be necessary to its scope. The opinion must be included in the
company’s annual sftatement.

This requirement to annually submit the opinion of a qualified
actuary shall apply to service plan corporations licensed pursuant to
chapter 62C, to legal service pians [icensed pursuant to chapter 62G,
and to all fraternal beneflit societies except those societies paying
only sick benefits not exceeding §250 in any one year, or payin
funeral benefits of not more than $350, or aiding those dependent on
a member not more than $350, nor any subordinate lodge or council
which is or whose members are, assessed for benefits which are

payable by a grand body.

(b) The apinion shall apply to all business in force, includin
individual and grou BeaItE insurance plans, and shall be based on
standards adopted by the Actuarial Standards Board. The opinion
shall be acceptable to the commissioner in both form and substance.

(c) In the case of an opinion required to be submitted by a forei?
or alien company, the commissioner may accept the opinion file

that company with the insurance supervisory official of another
state if the commissioner determines thatl the opinion reasonably
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meets the requirements applicable to a company domiciled in this
state.

(d) For the purposes of this section, “qualified actuary” means a
O:Td tand

member in standing of the American Academy of Actuaries
who meets the requirements set forth in rules the commissioner

may prescribe.

(e) Except in cases of fraud or willful misconduct, the qualified
actuary shall not be liable for damages to any person, other than the
insurance company and the commissioner, for any act, error, omis-
sion, decision, or conduct with respect to the actuary’s opinion.

{f) A memorandum, in form and substance acceptable to the
commissioner based on standards adopted from time to time by the
Actuarial Standards Board and on any additional Ranaarﬂ‘;l the
comrmissioner may by rule prescr_il;e,_sﬁall be prepared to support
each actuarial opinion.

(3& If the insurance company fails to provide a supporting memo-
randum at the request of the commissioner within a period specified

by the commissioner or the commissioner determines that the
supporting memorandum provided by the insurance company fails
to meet the standards based on standards adopted from time to time
by the Actuarial Standards Board and on any additional standards
fﬁe commissioner may by rule prescribe or is otherwise unaccept-
able to the commissioner, the commissioner may engage a qualified
actuary at the expense of the company to review the opinion and the
basis tor the opinion and prepare any supporting memorandum
required by the commissioner.

(h) A memorandum in support of the opinion, and any other
material provided by the company to the commissioner in connec-
tion with this subdivision, sﬁa“ be kept confidential by the commis-
sioner and shall not be made public and shall not be subject to
subpoena, other than for the purpose of defending an action seeking
damages from any person by reason of any action required by this
subdivision or by rules adopted pursuant to this suﬁhivision' pro-
vided, however, that the memorandum or other material may
otherwise be released by the commissioner (1) with the written
consent of the company or (2) to the American Academy of Actuaries
upon request stating that the memorandum or other material is
required for the purpose of professional disciplinary proceedings and
setting forth procedures satisfactory to the commissioner for pre-
serving the confidentiality of the memorandum or other materPEl—.
Once any portion of the confidential memorandum is cited by the
company in its marketing or is cited before any governmental
agency other than a state insurance department or is released by the
company to the news media, all portions of the confidential memo-
randum shall be no Ionger confidential.
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Sec. 2. Minnesota Statutes 1990, section 61A.25, is amended by
adding a subdivision to read:

Subd. 2b. [ACTUARIAL ANALYSIS OF RESERVES AND AS-
SETS SUPPORTING RESERVES.| (a) Every life insurance com-
any, except as exempted by or pursuant to rule, shall also annually
include in the opinien required by subdivision 2a, paragraph (a), an
opinion of the same qualified actuary as to whether the reserves and
related

ated actuarial items, including Fage_ 3, line 10, of the annual
statement, held in sulpp_ort of the policies and contracts sEeciheH b
the commissioner, when considered in Tight of the assets he by the

company with respect to the reserves and related actuarial items,
including but not limited to the investment earnings on the assets
and the considerations anticipated to be received and retained under
the policies and contracts, make adequate provision for the com-

pany’s obligations under the policies and contracts, including but
not [imited to the benefits under and expenses associated with the
policies and contracts.

(b) The commissioner may provide by rule for a transition period
for establishing any higher reserves which the qualified actuary
may consider necessary in order to render the opinion required by
this section.

Sec. 3. Minnesota Statutes 1990, section 61A.25, subdivision 3, is
amended to read:

Subd. 3. IMINIMUM STANDARDS OF VALUATION GENER-
ALLY.| Except as otherwise provided in subdivisions 3a and 3b, the
minimum standard for the valuation of the policies and contracts
issued prior to the operative date of Laws 1947, chapter 182, shall be
that provided by the laws in effect immediately prior to that date.
Except as otherwise provided in subdivisions 3a and 3b, the mini-
mum standard for the valuation of the policies and contracts issued
on or after the operative date of Laws 1947, chapter 182, shall be the
commissioners reserve valuation methods described in subdivisions
4, 4a and 7, 3-1/2 percent interest, or in the case of life insurance
policies and contracts, other than annuity and pure endowment
contracts, issued on or after April 11, 1974, four percent interest for
policies issued prior to August 1, 1978, 5-1/2 percent interest for
single premium life insurance policies and 4-1/2 percent interest for
other policies issued on or after August 1, 1978, and the following
tables:

{a} For all ordinary policies of life insurance issued on the
standard basis, excluding any disability and accidental death ben-
efits in the policies, the Commissioners 1941 Standard Ordinary
Mortality Table for the policies issued prior to the operative date of
section 61A.24, subdivision 9 and the Commissioners 1958 Standard
Ordinary Mortality Table for the policies issued on or after the
operative date of section 61A.24, subdivision 9, and prior to the
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operative date of section 61A.24, subdivision 12; provided, that for
any category of the policies issued on female risks all modified net
premiums and present values referred to in Laws 1959, chapter 26,
may be calculated according to an age not more than six years
younger than the actual age of the insured; and for policies issued on
or after the operative date of section 61A.24, subdivision 12:

(1) the Commissioners 1980 Standard Ordinary Martality Table,
{2} at the election of the company for any one or more specified plans
of life insurance, the Commissioners 1980 Standard Ordinary Mor-
tality Table with Ten-Year Select Mortality Factors; or (3) any
ordinary mortality table, including any adopted after 1980 by the
National Association of Insurance Commissioners, that is approved
by rule adopted by the commissioner for use in determining the
minimum standard of valuation for the policies.

(b) For all industrial life insurance policies issued on the standard
basis, excluding any disability and accidental death benefits in the
policies, the 1941 Standard Industrial Mortality Table for the
policies issued prior to the operative date of section 61A.24, subdi-
vision 11 and for the policies issued on or after the operative date,
the Commissioners 1961 Standard Industrial Mortality Table or any
industrial mortality table, including any adopted after 1980 by the
National Association of Insurance Commissioners, that is approved
by rule adopted by the commissioner for use in determining the
minimum standard of valuation for the policies.

(¢) For individual annuity and pure endowment contracts, exclud-
ing any disability and accidental death benefits in the policies, the
1937 Standard Annuity Mortality Table or, at the option of the
company, the Annuity Mortality Table for 1949, ultimate, or any
modification of either of these tables approved by the commissioner.

{d) For group annuity and pure endowment contracts, excluding
any disability and accidental death benefits in the policies, the
Group Annuity Mortality Table for 1951, any modification of the
table approved by the commissioner, or at the option of the company,
any of the tables or modifications of tables specified for individual
annuity and pure endowment contracts.

(e) For total and permanent disability benefits in or supplemental
to ordinary policies or contracts, for policies or contracts issued on or
after January 1, 1966, the tables of period 2 disablement rates and
the 1930 to 1950 termination rates of the 1952 disability study of the
Society of Actuaries, with due regard to the type of benefit or any
tables of disablement rates and termination rates, including any
adopted after 1980 by the National Association of Insurance Com-
missioners, that are approved by rule adopted by the commissioner
for use in determining the minimum standard of valuation for the
policies; for policies or contracts issued on or after January 1, 1963,
and prior to January 1, 1966, either the tables or, at the option of the
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company, the class (3) disability table (1926); and for policies issued
prior to January 1, 1963, the class (3} disability table (1926). The
table shall, for active lives, be combined with a mortality table
permitted for calculating the reserves for life insurance policies.

(f) For accidental death benefits in or supplementary to policies,
for policies issued on or after January 1, 1966, the 1959 Accidental
Death Benefits Table or any accidental death benefits table, includ-
ing any adopted after 1980 by the National Association of Insurance
Commissioners, that is approved by rule adopted by the cammis-
sioner for use in determining the minimum standard of valuation for
the policies; for policies issued on or after January 1, 1963, and prior
to January 1, 1966, either table or, at the option of the company, the
Intercompany Double Indemnity Mortality Table; and for policies
issued prior to January 1, 1963, the Intercompany Double Indem-
nity Mortality Table. Either table shall be combined with a mortal-
ity table permitted for calculating the reserves for life insurance
policies.

{g) For group life insurance, life insurance issued on the substan-
dard basis and other special benefits, any tables as may be approved
by the commissioner.

Sec. 4. Minnesota Statutes 1990, section 61A.25, subdivision 5, is
amended to read:

Subd. 5. [MINIMUM AGGREGATE RESERVES.] A company’s
aggregate reserves for all life insurance policies, excluding disabil-
ity and accidental death benefits, issued on or after the operative
date of Laws 1947, chapter 182, shall not be less than the aggregate
reserves calculated in accordance with the methods set forth in
subdivisions 4, 4a, 7, and 8, and the mortality table or tables and
rate or rates of interest used in calculating nonforfeiture benefits for
the policies.

In no event shall the aggregate reserves for all policies, contracts,
and benefits be Tess than the aggregate reserves determined by the
qualified actuary to be necessary to render the opinion required by
subdivision 2a.

See. 5. Minnesota Statutes 1990, section 61A.25, subdivision 6, is
amended to read:

Subd. 6. [CALCULATION OF RESERVES.] (1) Reserves for all
policies and contracts issued prior to the operative date of Laws
1947, chapter 182, may be calculated, at the option of the company,
according to any standards which produce greater aggregate re-
serves for all such policies and contracts than the minimum reserves
required by the laws in effect immediately prior to such date.



35th Day] THURSDAY, APrIL 18, 1991 2183

(2) Reserves for any category of policies, contracts or benefits as
established by the commissioner, issued on or after the operative
date of Laws 1947, chapter 182, may be calculated, at the option of
the company, according to any standards which produce greater
aggregate reserves for such category than those calculated according
to the minimum standard herein provided, but the rate or rates of
interest used for policies and contracts, other than annuity and pure
endowment contracts, shall not be higher than the corresponding
rate or rates of interest used in calculating any nonforfeiture
benefits provided for therein.

(3) Any such company which at any time shall have adopted any
standard of valuation producing greater aggregate reserves than
those calculated according to the minimum standard herein pro-
vided may, with the approval of the commissioner, adopt any lower
standard of valuation, but not lower than the minimum herein
provided; provided, however, that, for the purposes of this section
the holding of additional reserves previously determined by a
qualified actuary to be necessary to render the opinion required by
subdivision 2a shall not be considered to be the adoption o_i a higher
standard of valuation.

Sec. 6. Minnesota Statutes 1990, section 61A.25, is amended by
adding a subdivision to read:

Subd. 9. [MINIMUM STANDARDS FOR HEALTH, DISABILITY,
ACCIDENT, AND SICKNESS PLANS.] The commissioner may
e

adopt a rule containing the minimum standards applicable to
valuation of health, disability, accident, and sickness plans.

Sec. 7. [EFFECTIVE DATE ]

Sections 1 to 6 are effective the day following final enactment and
apply to annual statements submitted pursuant to Minnesota Stat-
utes, section 60A.13, for 1992 and subsequent years.

ARTICLE 8
PROPERTY/CASUALTY INVESTMENTS

Section 1. Minnesota Statutes 1990, section 60A.11, subdivision
10, is amended to read:

Subd. 10. [DEFINITIONS.| The following terms have the meaning
assigned in this subdivision for purposes of this section and section
B60A.111:

(a) “Adequate evidence” means a written confirmation, advice, or
other verification issued by a deposttory, issuer, or custodian bank
which shows that the investment is held for the company;
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(b) “Adequate security” means a letter of credit qualifying under
subdivision 11, Qaraggaph (D, cash, or the pledge o_% an investment
authorized by any subdivision of this section;

(c) “Admitted assets,” for purposes of computing percentage limi-
tations on particular types of investments, means the assets as
shown by the company’s annual statement, required by section
60A.13, as of the December 31 immediately preceding the date the
company acquires the investment;

) (d) “Clearing corporation” means The Depository Trust Com-
pany or any other clearing agency registered with the federal
securities and exchange commission pursuant to the Federal Secu-
rities Exchange Act of 1934, section 17A, Euro-clear Clearance
System Limited and CEDEL 5.A., and, with the approval of the
commigsioner, any other clearing corporation as defined in section
336.8-102;

te) (e) “Control” has the meaning assigned to that term in, and
must be determined in accordance with, section 66D-01 60D.15,
subdivision 4;

)} (f) “Custodian bank” means a bank or trust company or a
branch of a bank or trust company that is acting as custodian and is
supervised and examined by state or federal authority having
supervision over the bank or trust company or with respect to a
company’s foreign investments only by the regulatory authority
having supervision over banks or trust companies in the jurisdiction
in which the bank, trust company, or branch is located, and an
banking institutions qualifying as an “Eligible Foreign Custodian

ursuant to Reg. 270.17f-5 promulgated under Section 17(f) of the
Envestment Comﬁganx Act oz 1940, and specifically reludes includ-
ing Euro—clear Clearance System Limited and CEDEL 8.A., acting

as custodians;

(g) “Evergreen clause” means a provision that automat ¥

icall
renews a letter of credit for a time certain if the issuer of the letter

of credit fails to affirmatively signify its intention to nonrenew upon
expiration;

payment of money, or obligations for the payment of money to the

(h) “Government obligations” means direct obligations for the
for i ' to the

extent guaranteed as to the payment of principal and interest
re the ob pay: ad

—

anF governmental issuer where the o h%ations are payable from ad
valorem taxes or guaranteed by the full faith, credit, and taxing

Pwer of the issuer and are not secured solely by special assessments

for local improvements;

(i) “Noninvestment grade obligations” means obligations which
at the time of acquisition, were rated below Ba or the
equivalent by a securities rating agency or which, at the time of
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acquisition, were not in one of the two highest categories established
by the securities valuation office of the National Association of
nsurance Commigsioners;

e} (j) “Issuer” means the corporation, business trust, governmen-
tal unit, partnership, association, individual, or other entity which
issues or on behalf of which is issued any form of obligation;

(k) “Licensed real estate appraiser” means a person who develops
and communicates real estate appraisals and who holds a current,
valid Ticense pursuant to chapter 82B or a substantially similar
licensing requirement in another jurisdiction,

&4 () “Member bank” means a national bank, state bank or trust
company which is a member of the Federal Reserve System;

¢ (m) “National securities exchange” means an exchange regis-
tered under section 6 of the Securities Exchange Act of 1934 or an
exchange regulated under the laws of the Dominion of Canada;

(n) “NASDAQ"” means the reporting system for securities meetin
the definition of National Market System security found in Part I of
Schedule D of the National Association of Securities Dealer’s
Incorporated Bylaws,

¢h) (o) “Obligations” include bonds, notes, debentures, transporta-
tion equipment certificates, repurchase agreements, bank certifi-
cates of deposit, time deposits, bankers’ acceptances, and other
obligations for the payment of money not in default as to payments
of principal and interest on the date of investment, whether consti-
tuting general obligations of the issuer or payable only out of certain
revenues or certain funds pledged or otherwise dedicated for pay-
ment. Leases are considered obligations if the lease is assigned for
the benefit of the company and is nonterminable by the lessee or
lessees thereunder upon foreclosure of any lien upon the leased
property, and rental payments are sufficient to amortize the invest-
ment over the primary lease term;

& (p) “Qualified assets” means the sum of (1) all investments
qualified in accordance with this section other than investments in
affiliates and subsidiaries, (2) investments in obligations of affiliates
as defined in section 66B-83 601).15, subdivision 2 secured by real or
personal property sufficient to qualify the investment under subdi-
vision 19 or 23, (3) qualified investments in subsidiaries, as defined
in section 665-01- 60D.15, subdivision 9, on a consclidated basis with
the insurance company without allowance for goodwill or other
intangible value, and (4) cash on hand and on deposit, agent’s
balances or uncellected premiums not due more than 90 days, assets
held pursuant to section 60A.12, subdivision 2, investment income
due and accrued, funds due or on deposit or recoverable on loss
payments under contracts of reinsurance entered into pursuant to
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section 60A.09, premium bills and notes receivable, federal income
taxes recoverable, and equities and deposits in pools and associa-
tions;

G} (g) “Qualified net earnings” means that the net earnings of the
issuer after elimination of extraordinary nenrecurring items of
income and expense and before income taxes and fixed charges over
the five immediately preceding completed fiscal years, or its period
of existence if less than five years, has averaged not less than 1-1/4
times its average annual fixed charges applicable to the period;

da) (r) “Required liabilities” means the sum of (1) total liabilities
as required to be reported in the company’s most recent annual
report to the commissioner of commerce of this state, (2) for
companies operating under the stock plan, the minimum paid-up
capital and surplus required to be maintained pursuant to section
60A.07, subdivision 5a, (3) for companies operating under the
mutual or reciprocal plan, the minimum amount of surplus required
to be maintained pursuant to section 60A.07, subdivision 5b, and (4)
the amount, if any, by which the company’s loss and loss adjustment
expense reserves exceed 350 percent of its surplus as it pertains to
policyholders as of the same date. The commissioner may waive the
requirement in clause (4) unless the company’s written premiums
exceed 300 percent of its surplus as it pertains to policyholders as of
the same date. In addition to the required amounts pursuant to
clauses (1) to (4), the commissioner may require that the amount of
any apparent reserve deficiency that may be revealed by one to five
year loss and loss adjustment expense development analysis for the
five years reported in the company’s most recent annual statement to
the commissioner be added to required liabilities; and

(s) “Revenue obligations” means obligations for the payment of
mone %X' any governmental issuer where the obligations are
a agie 0

m revenues, earnings, or special assessments on proper-
ties benefited by local improvements of such issuer which are
specifically pledged therefor;

(t) “Security” or its plural, “securities” has the meaning assigned
to that term in Section 5 of the Security Act of 1933 and specifically

includes, but is not limited to, stocks, stock equivalents, warrants
rights, options, obligations, American Deposifory Receipts (ADR’s),

repurchase agreements, and reverse repurchase agreements; and

& (u) “Unrestricted surplus” means the amount by which quali-
fied assets exceed 110 percent of required liabilities.

Sec. 2. Minnesota Statutes 1990, section 60A.11, subdivision 11, is
amended to read:

Subd. 11. [INVESTMENTS IN NAME OF COMPANY OR NOM-
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INEE AND PROHIBITIONS.] A company’s investments shall be
held in its own name or the name of its nominee, except that:

(a) Investments may be held in the name of a clearing corporation
or of a custodian bank or in the name of the nominee of either on the
following conditions:

(1) The clearing corporation, custodian bank, or nominee must be
legally authorized to hold the particular investment for the account
of others;

(2) Where the investment is evidenced by a certificate and held in
the name of a custodian bank or the nominee hy a custodian bank,
a written agreement shall provide that certificates so deposited shall
at all times be kept separate and apart from other deposits with the
depository, so that at all times they may be identified as belonging
solely to the company making the deposit; and

(3) Where a clearing corporation is to act as depository, the
investment may be merged or held in bulk in the clearing corpora-
tion’s or its nominee name with other investments deposited with
the clearing corporation by any other person, if a written agreement
provides that adequate evidence of the deposit is to-be obtained and
retained by the company or a custodian bank; and

{4) The company will monitor current publicly available financial
information and other pertinent data with respect to the custodian
banks.

(b} A company may loan stecks or ebligations securities held by it
under this chapter to a broker-dealer registered under the Securities
and Exchange Act of 1934 or a member bank. The loan must be
evidenced by a written agreement which provides:

(1) That the loan will be fully collateralized by cash or obligations
issued or guaranteed by the United States or an agency or an
instrumentality thereof, and that the collateral will be adjusted each
business day during the term of the loan to maintain the required
collateralization in the event of market value changes in the loaned
securities or collateral;

(2) That the lean may be terminated by the company at any time,
and that the borrower will return the loaned stoeks or
securities or their equivalent within five business days after termi-
nation;

(3) That the company has the right to retain the collateral or use
the collateral fo purchase investments equivalent to the loaned
gecurities if the borrower defaults under the terms of the agreement
and that the borrower remains liable for any losses and expenses
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incurred by the company due to default that are not covered by the
collateral;.

(c} A company may participate through a member bank in the
Federal Reserve book-entry system, and the records of the member
bank shall at all times show that the investments are held for the
company or for specific accounts of the companys; er.

(d) An investment may consist of an individual interest in a pool
of obligations or a fractional interest in a single obligation if the
certificate of participation or interest or the confirmation of partic-
ipation or interest in the investment shall be issued in the name of
the company or the name of the custodian bank or the nominee of
either and if the certificate or confirmation must, if held by a
custodian bank, be kept separate and apart from the investments of
others so that at all times the participation may be identified as
belonging solely to the company making the investment.

not evidenced by a certificate, exeept as provided in paragraph (e);
adequate evidence of the company’s investment shall be obtained
from the issuer or its transfer or recording agent and retained by the
company, a custodian bank, or clearing corporation. Adeguate evi-
denee; for purpeses of this subdivision; shall mean & writben reeeipt
or other verification issued by the depository or issuer or a custodian
Transfers of ownership of investments held as described in para-
graphs (a), clause (3), (c) and (d) may be evidenced by bookkeeping
entry on the books of the issuer of the investment or its transfer or
recording agent or the clearing corporation without physical deliv-
ery of certificates, if any, evidencing the company’s investment.

(e) Except as provided in paragraph (c), where an investment is

() A letter of credit issued by a member bank or any of the 100
largest banks in the world ran ed_I_)F deposits in dollars or converted
into dollar equivalents, as compiled annually by the American
Bankers Association or listed in %loody’s Bank & Finance Manual
(published annually}, which also has a long-term deposit rating or a
Iong-term debt rating of at least AaZ2 as found in the current Moody’s
Cﬁ%it Opinions (published monthly) or its equivalent, which qual-
ifies under the guidelines of the National Association of Insurance
Commissioners as a clean, irrevocable letter of credit containing an
“evergreen clause” or having a maturity date subsequent to the
maturity date of the underlying investment or loan, may be ac-
cepted as a g;l,larantz of other investments, as collateral to secure

oans, and 1in lieu of cash to secure loans of securities. The company

will monitor current publicly available financial information and
other pertinent data with respect to the banks issuing the Tetters of
credit.

Sec. 3. Minnesota Statutes 1990, section 60A.11, subdivision 12, is
amended to read:
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Subd. 12. [INVESTMENTS.| (a) The investments authorized
under the following subdivisions of this section shall constitute
admitted assets for a company.

(b) A company’s investments shall be so diversified that the
securities of a single ssuer, other than the United States of America
or any agency or instrumentality of the United States of America
b_acfeya __'y'_l_)I the full faith and credit thereof, shall comprise no more
than five percent of the company’s admitted assets, except where
otherwise specified under this chapter. In the case of insurance
companies which are subsidiaries of a company, this diversification
test will be applied to the assets of the insurance company subsid-
iary 1n determining the company’s compliance.

Sec. 4. Minnesota Statutes 1990, section 60A.11, subdivision 13, is
amended to read:

Subd. 13. [UNITED STATES GOVERNMENT OBLIGATIONS.]
(a) Obligations issued or guaranteed by the United States of Amer-
ica or em any agency or instrumentality of the United States of
America bsm{led by the full faith and credit thereof, including rights
to purchase or seﬂxffesﬁmigatim if those rights are traded upon
a contract market designated and regulated by a federal agency.

(b) Obligations issued or guaranteed hyh@ agency or instrumen-
tality of the United States of America other than those backed b
the fuﬂ_fm and credit thereof, including rights to purchase or se
these obligations if those rights are traded upon a contract market
desi%gated and regulated by a federal agency. The securities of a
single issuer under this paragraph shall comprise no more than 20

percent of the company’s admitted assets.

Sec. 5. Minnesota Statutes 1990, section 60A.11, subdivision 14, is
amended to read:

Subd. 14. [CERTAIN BANK OBLIGATIONS.] (a) Certificates of
deposits, time deposits, and bankers’ acceptances issued by and
other obligations guaranteed by (1) any bank organized under the
laws of the United States or any state, commonwealth, or territory
thereof, including the District of Columbia, or of the Dominion of
Canada or any province thereof or (2) any of the 100 largest banks,
not a subsidiary or a holding company thereof, in the world ranked
by deposits in dollars or converted into dollar equivalents, as
compiled annually by the American Bankers Association or listed in
Moo%y’s Bank & %inance Manual (published annually), which also
has a long-term deposit rating or a long-term debt rating of at least
Aa2 as found in the current Moody’s Credit Opinions (published
monthly) or its equivalent. A company may not invest more than five
percent of its admitted assets in the obligations of any one bank and
may not hold at any time more than ten percent of the outstanding
obligations of any one bank. A letter of eredit issued by a member
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bank whieh qualifies under the guidelines of the National Assoeia-
tion of Insuranee Commissioners as & elean; Wrrevocable letter of
mdﬁ%ee%manmenelauee—m&ybe&e&p&e&asa
gaaranty of other investments and in Liew of eash to seeure loans of

{b) Obligations issued or guaranteed by the International Bank
for Reconstruction and Development, the Asian Development Bank,
the Inter-American Development Bank, the African Development
Bank, the Export-Import Bank, the World Bank or any United
States government sponsored organization of which the United
States is a member, if the principal and interest is payable in United
States dollars. A company may not invest more than five percent of
its total admitted assets in the obligations of any one of these banks
or organizations, and may not invest more than a total of 15 percent
of its total admitted assets in the obligations of all these baniks and
organizations.

Sec. 6. Minnesota Statutes 1990, section 60A.11, subd1v1smn 15, is
amended to read:

Subd. 15. [STATE OBLIGATIONS.] (a) Government obligations
issued or guaranteed by any state, commonwealth, or territory of the
United States of America or by any political subdivision thereof,
including the District of Columbia, or by any instrumentality of any
state, commonwealth, territory, or political subdivision thereof. The
diversification requirement of subdivision 12, paragraph (b), does
not apply to government obligations under thls paragraph,

(b) Revenue obligations issued by any state, commonwealth or
territo the 6mtea States of America or by any political
suEilwsmn thereof, including the District of Columbia, or
instrumentality of any state, commonwealth, territory, o _ﬁtl—%
subdivision thereof. The diversification requlrement of subdivision
12, paragraph (b}, is applicable to revenue obligations under this

Qara graph.

Sec. 7. Minnesota Statutes 1990, section 60A.11, subdivision 16, is
amended to read:

Subd. 16. [CANADIAN GOVERNMENT OBLIGATIONS.] (a) Ob-
ligations igsued or guaranteed by the Dominion of Canada or by any
agency or previnee thereef; or byaﬁypel-}heﬁlsubémswneiany
provinee or by an instrumentality of eny previnee or
gsubdivisien instrumentality of the Dominion of Canada backed
the full faith and credit thereof. The diversification r‘equlrementA§~

subdivision 12 aragraph (b), does not apply o government obliga-
tions under this paragraph.

{b) Obligations issued or guaranteed by an agency or instrumen-
tality of the Dominion of Canada other than those backed by the full
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faith and credit thereof. The securities of a single issuer under this
aragraph shall comprise no more than 20 percent of the company’s
aamitteg assets.

(¢) Government obligations issued or guaranteed by any province
or territory of the Dominion of Canada or by any political subdivi-
sion thereof, or by any instrumentality of any province, territory, or
political subdivision thereof. The divers_iﬁ%ation requirement of
subdivision 12, paragraph (b}, does not apply to government obliga-
tions under this paragraph.

{d) Revenue obligations issued by any province or territory of the
Dominion of Canada or by any political subdivision thereof, or by
any instrumentality of any province, territory, or political subdivi-
sion thereol. The 5iversi ication requirement of subdivision 12,
paragraph (b), is applicable to revenue obligations under this

paragraph.

Sec. 8. Minnesota Statutes 1990, section 60A.11, subdivision 17, is
amended to read:

Subd. 17. [CORPORATE AND BUSINESS TRUST OBLIGA-
TIONS.] Obligations issued, assumed or guaranteed by a corpora-
tion or business trust organized under the laws of the United States
of America or any state, commonwealth, or territory of the United
States, including the District of Columbia, or the laws of the
Dominion of Canada or any province or territory of the Dominion of
Canada, or obligations traded on a national securities exchange on
the following conditions:

(a) A company may invest in any obligations traded on a national
securities exchange;

(b) A company may also invest in any obligations which are
secured by adequate security located in the United States or Can-
ada;

(c) A company may also invest in previously outstanding or newly
issued obligations not qualifying for investment under paragraph (a)
or (b) if the corporation or business trust has qualified net earnings.
If the obligations are not newly issued, neither principal nor interest
payments on the obligations shall have been in arrears (1) for an
aggregate of 90 days during the three-year period preceding the date
of investment, or (2) where the obligations have been outstanding for
less than 90 days, during the period the obligations have been
outstanding;

(d) A company may invest no more than 15 percent of its total
admitted assets in noninvestment grade obligations;
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(e) A company may invest in federal farm loan bonds and may
invest up to 20 percent of its total admitted assets in the obligations
of farm mortgage debenture companies; and

te} (f) A company may not invest more than five percent of its
admitted assets in the obligations of any one corporation or business
trust; provided, however, that a company may invest in the obliga-
tions of a corporation without regard to this paragraph or the
subdivision 12, paragraph (b}, diversification requirement if: (1) the
company 1s wholly owne)H by the tssuer and affiliates of the issuer of
the obligations; (2) the company insures solely the issuer of the
obligations and its affiliates; (3) the issuer has a net worth, deter-
mined on a consolidated basis, which equals or exceeds
$100,000,000; and (4) the issuer and its affiliates forego any and all
claims they may have against the Minnesota insurance guaranty
association pursuant to chapter 60C in the event of the insolvency of
the company. This does not affect the rights of any unaffiliated third
party claimant under section 60C.09, subdivision 1.

Sec. 9. Minnesota Statutes 1290, section 60A.11, subdivision 18, is
amended to read:

Subd. 18. [STOCKS AND LIMITED PARTNERSHIPS.] (a) Stocks
issued or guaranteed by any corporation incorporated under the laws
of the United States of America or any state, commonwealth, or
territory of the United States, including the District of Columbia, or
the Taws of the Dominion of Canada or any province or terrttory of
Canada, or stocks or stock equivalents, including American Depos-
itory Receipts or unit investment trusts, listeft%r regularly traded
on a national securities exchange on the following conditions:

(1) A company may not invest more than a total of 25 percent of
its total admitted assets in stocks, stock equivalents, and convert-
ible issues. Not more than ten percent of a company’s total admitted
assets may be invested in stocks, stock equivalents, and convertible
issues not traded or listed on a national securities exchange or
designated or approved for designation upon notice of issuance on
the %KSB ational Market System, provided, however, that
this Iimitation shall not apply to investments under clause {4);

e} (2) A company may not invest in more than two percent of its
total admitted assets in preferred stocks of any eorporation which
are traded on a national securities exchangeﬁ% may also invest in
other preferred stocks if the issuer has qualified net earnings and if
current or cumulative dividends are not then in arrears;

) (3) A company may not invest ir more than two percent of its
total admitted assets in common stocks, common stock equivalents,
or securities convertible into common stock or common stock equiv-
alents of any corporation or business trust; prewided: which are
traded on a national securities exchange or designated or approved
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for designation upon notice of issuance on the NASDAQ/National
Market System and may also invest in other common stocks, stock
equivalents, and convertible issues subject to the limitations set

orth in clause (1);

5 The common stoek; common plock equivalent or convertible
issue is publiely traded on & national seeurities exchange; or the
eorporation or business trust has qualificd net earnings;

2} A eompany may invest up to twe pereent of s admitbed assets
in eommon Stoek; ecommon steek equivalents or eonvertible issues
whieh do net meet the requirements of elause (1:

£33 At ne time may (4) A company may organize or acquire e¥ and
hold voting control of a corporation or business trust through its
ownership of common stock, common stock equivalents, or other
securities, exeept that a eompany may organizge and hold; or aequire
and held more than 50 pereent of the eommen stoek of provided the
corporation or business trust is: (a) a corporation providing invest-
ment advisory, banking, management or sale services to an invest-
ment company or to an insurance company, (b) a data processing or
computer service company, {¢) a mortgage loan corporation engaged
in the business of making, originating, purchasing or otherwise
acquiring or investing in, and servicing or selling or otherwise
disposing of loans secured by mortgages on real property, (d) a
corporation if its business is owning and managing or leasing
personal property, (e} a corporation providing securities underwrit-
ing services or acting as a securities broker or dealer, (f) a real
property holding, developing, managing, brokerage or leasing cor-
poration, (g) any domestic or foreign insurance company, (h) any
alien insurance company, if the organization or acquisition and the
holding of the company is subject to the prior approval of the
commissioner of commerce, which approval must be given upon good
cause shown and is deemed to have been given if the commissioner
does not disapprove of the organization or acquisition within 30 days
after notification by the company, (i) an investment subsidiary to
acquire and hold investments which the company could acquire and
hold directly, if the investments of the subsidiary are considered
direct investments for purposes of this chapter and are subject to the
same percentage limitations, requirements and restrictions as are
contained herein, or (j) any corporation whose business has been
approved by the commissioner as complementary or supplementary
to the business of the company. The pereentage of eommon stoek
may be less than 50 pereent if the prior approval of the ecommis-
srener is ebtained: A company may invest up to an aggregate of ten
percent of its total admitted assets under subclauses (a) to (e) of this
clause (3). The diversification requirement of subdivision 12, para-
graph (b), does not apply to this clause; -

4} A company may invest in the eommon stock of any eorporation
owning investments in foreign ecompantes ased for purpeses of legal
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deposit; when the insuranee eompany transaets busibess thercin
direet oF a5 reinsurenee;

{e} (5} A company may invest in warrants and rights granted by an
issuer to purchase steck securities of the issuer if the steek that
security of the issuer, at the time of the acquisition of the warrant or
right to purchase, would qualify as an investment under paragraph
(a), clause (2}, or &) paragraph (a), clause (3}, whichever is applica-
ble?leemp&ny&haﬂnetmee&meth&&twepe*ee&tefﬁs&sse&s
under this paragraph- Any steek actually aeq&med through the
excreise of a warrant or right to purchase may be imeluded in
ta) or (b}, whichever is applicable; only if the steek,
provided that security meets the standards prescribed in the clause
at the time of acquisition of the steek securities; and

) (6)(i}) A company may invest in the securities of any face
amount certificate company, unit investment trust, or management
type investment company, registered or in the process of registration
under the Federal Investment Company Act of 1940 as from time to
time amended, provided that the aggregate of all these investments
other than in securities of money market mutual funds or mutual
funds investing primarily in United States government securities,
determined at cost, shall not exceed five percent of its total admitted
assets; investments may be made under this clause without regard
to the percentage limitations applicable to investments in voting
securities.

{e} (ii) A company may invest in any proportion of the shares or
invesiment units of an investment company or investment trust,
whether or not registered under the Eederal Investment Company
Act of 1940, which is managed by an insurance company, member
bank, trust company regulated by state or federal authority or an
investment manager or adviser registered under the Eederal Invest-
ment Advisers Act of 1940 or qualified to manage the investments of
an investment company registered under the Federal Investment
Company Act of 1940, provided that the investments of the invest-
ment company or investment trust are qualified investments made
under this section and that the articles of incorporation, bylaws,
trust agreement, investment management agreement, or some other
governing instrument limits its investments to investments quali-
fied under this section.

(b) A company may invest in or otherwige acquire and hold a
limited parinership interest in any limited partnership formed
ursuant to the laws of any state, commonwealth, or territory of the
nited States or under the laws of the United States of America. No
[imited partnership interest shall be acquired if the investment in
it, valued at cost, would exceed two percent of the admitted assets of
thec company or if the investment, plus the book value on the date of
the investment of all limited partnershlp interests then held by the
company and held under the authority of this subdivision, W()l_lH
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exceed ten percent of the company's admitted assets. Limited
partnership interests traded on a national securities exchange shall
be classified as stock equivalents and shall not be subject to the
percentage limitations contained in this paragraph,

Sec. 10. Minnesota Statutes 1990, section 60A.11, subdivision 19,
1s amended to read:

Subd. 19. [MORTGAGES ON REAL ESTATE.] Up to 25 percent of
a company's total admitted assets may be invested in loans or
obligations secured by a mortgage or a trust deed on real estate
located in any state, commonwealth, or territory of the United
States, including the District of Columbia, or in any province or
territory of the Dominion of Canada, on the following conditions:

(a) A leasehold estate constitutes real estate under this section if
its unexpired term on the date of investment is at least five years
longer than the term of the obligation secured by it. The obligation
must be repayable within the leasehold term in annual or more
frequent installments, except that obligations for commercial pur-
poses may begin up to five years after the date of the obligations. The
mortgage must entitle the company upon default to be subrogated to
all rights of the lessor under the leasehold;

{b) The real estate to which the mortgage applies must be (1)
improved with permanent buildings, or (2) used for agriculture or
pasture, or (3) income-producing, including but not limited to
parking lots and leases, royalty or other mineral interests in
properties producing oil, gas or other minerals and interests in
properties for the harvesting of forest products, or (4) subject to a
definite plan for the commencement of development within five
years;

(c) The real estate to which the mortgage applies must be
otherwise unencumbered when the mortgage loan is funded except
as provided in paragraph (d} and except for encumbrances which do
not unreasonably interfere with the intended use of the real estate
as security;

(d) The real estate te which the mortgage applies may be subject
to a prior mortgage or trust deed if (1) the amount of the obligation
is equal to the sum of the company’s loan and the other outstanding
indebtedness and (2) the company has control over the payments
under the prior mortgage or trust deed;

(e) The amount of the obligation may not exceed 80 percent of the
real estate. If the amount of the obligation exceeds 66-2/3 percent of
the market value of the real estate, principal payments must
commence within five years after the date of the mortgage loan and
principal and interest on the loan shall be fully amortized by regular
installments payable during the term of the loan without irregular
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or balloon payments, unless the schedule of irregular or balloon
payments is more favorable to the insurer than regular installments
of equal amount would be. The market value shall be established by
the written certification of a licensed real estate appraiser qualified
to appraise the particular type of real estate involved. The appraisal
shall be required at the time the loan is made; -

(f) The maximum term of any obligation shall be 40 years, except
as provided in paragraph (g) and except for obligations secured by a
mortgage or trust deed which are or are to be insured by a private
mortgage insurance company approved by the commissioner;

(g) The 25 percent of total admitted asset limitation in the
preamble of this subdivision and the maximum amount and term
limitations in paragraphs (e) and (f) shall not apply to obligations
secured by mortgage or trust deed which are insured or guaranteed
by the United States of America or any agency or instrumentality of
the United States;

(h) A company may invest in collateralized mortgage obligations
(CMO’s}, mortgage participation certificates and pools issued or
administered by a bank or banks and secured by first mortgages or
trust deeds on improved real estate located in the United States
provided the private placement memorandum, prospectus or other
offering circular, or a written agreement with the issuer of the CMO
certificate or other pool interest provides that each loan meets the
requirements of this subdivision;

(1) Notwithstanding the restrictions in paragraph (e), if a company
disposes of real estate acquired by it under subdivision 20, it may
take back a purchase money mortgage from its vendee purchaser in
an amount up to 90 percent of the purchese price appraised value;
and

(j) The vendor’s equity in a contract for deed shall be treated as a
mortgage for purposes of this subdivision.

Sec. 11. Minnesota Statutes 1990, section 60A.11, subdivision 20,
is amended to read:

Subd. 20. [REAL ESTATE.| (a) Except as provided in paragraphs
(b) to (d), a company may only acquire, hold, and convey real estate
which:

{1) has been mortgaged to it in good faith by way of security for
loans previously contracted, or for money due;

(2) has been conveyed to it in satisfaction of debts previously
contracted in the course of its dealings;



35th Day| THursDAY, APriL 18, 1991 2197

(3) has been purchased at sales on judgments, decrees or mort-
gages obtained or made for the debts; and

(4) is subject to a centract for deed under which the company holds
the vendor’s interest to secure the payments the vendee is required
to make thereunder.

All the real estate specified in clauses (1) to (3) must be sold and
disposed of within five years after the company has acquired title to
it, or within five years after it has ceased to be necessary for the
accommodation of the company’s business, and the company must
not hold this property for a longer period unless the company elects
to hold the real estate under another section, or unless it procures a
certificate from the commissioner of cornmerce that its interest will
suffer materially by the forced sale thereof, in which event the time
for the sale may be extended to the time the commissioner directs in
the certificate.

{b) A company may acquire and hold real estate for the convenient
accommodation of its business.

{c) A company may acquire real estate or any interest in real
estate, including oil and gas and other mineral interests, as an
investment for the production of income, and may hold, improve or
otherwise develop, subdivide, lease, sell and convey real estate so
acquired directly or as a joint venture or through a limited or
general partnership in which the company is a partner.

(d) A company may also hold real estate (1) if the purpose of the
acquisition is to enhance the sale value of real estate previously
acquired and held by the company under this section, and (2) if the
company expects the real estate so acquired to qualify under
paragraph (b) or (¢) above within five years after acquisition.

(e} A company may, after securing the approval of the commis-
sioner, acquire and hold real estate for the purpose of providing
necessary living quarters for its employees. The company must
dispose of the real estate within five years after it has ceased to be
necessary for that purpose unless the commissioner agrees to extend
the holding period upon application by the company.

(f) A company may not invest more than 25 percent of its total
admitted assets in real estate. The cost of any parcel of real estate
held for both the accommodation of business and for the production
of income must be allocated between the two uses annually. No more
than ten percent of a company’s total admitted assets may be
invested in real estate held under paragraph (b). No more than 15
percent of a company's fotal admitted assets may be invested in real
estate held under paragraph (c). No more than three percent of its
total admitted assets may be invested in real estate held under
paragraph (e). Upon application by a company, the commissioner of
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commerce may increase any of these limits up to an additional five
percent.

Sec. 12. Minnesota Statutes 1990, section 60A.11, subdivision 21,
is amended to read:

Subd. 21. [FOREIGN INVESTMENTS.] Obligations of and invest-
ments in foreign countries, on the following conditions:

(a) a company may acquire and hold any foreign investments
which are required as a condition of doing business in the foreign
country or necessary for the convenient accommodation of its foreign
business. An investment is considered necessary for the convenient
accommodation of the insurance company’s foreign business only if
it is demonstrably and directly related in size and purpose to the
company’s foreign insurance operations; and

(b) a company may alse not invest rot more than a tetal of twe five
percent of its total admitted assets in any combination of:

(1) the obligations of foreign governments, corporations, or busi-
ness trusts;

(2) obligations of federal, provincial, or other political subdivisions
backed by the full faith and credit of the foreign governmental unit;

{3) or in the stocks or stock equivalents or obligations of foreign
corporations or business trusts not qualifying for investment under
subdivision 12, if the obligations, stocks or stock equivalents are
listed or regularly traded on the London, Paris, Zurich, or Tokyo
stock exchange or any similar regular securities exchange not
disapproved by the commissioner within 30 days following notice
from the company of its intention to invest in these securities.

Sec. 13. Minnesota Statutes 1990, section 60A.11, subdivision 22,
is amended to read:

Subd. 22. {PERSONAL PROPERTY UNDER LEASE.] Personal
property for intended lease or rental in the United States or Canada.
A company may not invest more than five percent of its total
admitted assets under this subdivision.

Sec. 14, Minnesota Statutes 1990, section 60A.11, subdivision 23,
is amended to read:

Subd. 23. [COLLATERAL LOANS.] Obligations adequately se-
eured by a gqualifying letter of eredit issued by s member bank or by
eash or by the pledge of any investment authorised by any of the
preeeding subdivistons having adequate security if:
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(a) The collateral is legally assigned or delivered to the company;

(b) The company has the right to declare the obligation immedi-
ately due and payable if the security thereafter depreciates to the
point where the investment would not qualify under paragraph (c};
provided, that additional qualifying security may be pledged to
allow the investment to remain qualified at its face value;

(c) The collateral must at the time of delivery or assignment have
a market value of at least, in the case of cash, or a letter of credit
meeting the requirements of subdivision 11{f), equal to and, in all
other cases, 1-1/4 times the amount of the unpaid balance of the
obligations.

A collateral loan made by a company to its parent or upstream
affiliate must be secured by collateral: (1) having a market value
equal to the amount of the unpaid balance of the oEli?ations; and (2)

which is issued or guaranteed by the United States of America or an
agency or an instrumentality thereof; a gﬂg state or territory thereof,
and 1s secured by the full faith and credit of the United States of
America or any state or territory thereof. A company may not invest
more than f\%a percent of its fotal admitted assets under this

subdivision.

Sec. 15, Minnesota Statutes 1990, section 60A.11, is amended by
adding a subdivision to read:

Subd. 24a. [DATA PROCESSING SYSTEMS.] Electronic com-
puter or data processing machines or systems purchased for use in
connection with the business of the company, provided that these
machines or systems shall have an original cost of not less than
$100,000 nor more than three percent o% the admitted assets of the
company and the cost shall be amortized in full over a period not to
exceed ten full calendar years.

Sec. 16. Minnesota Statutes 1990, section 60A.11, subdivision 26,
is amended to read:

Subd. 26. [RULES.] (a) The commissioner may adopt appropriate
rules to carry out the purpose and provisions of this section.

(b) A company may make qualified investments in any additienal
seeuritios or property of any kind other type of investment or

exceedinﬁ any limitations of quality, guantit%, ‘or percentage of
admitted assets contained in this section with the written order of
the commissioner. This approval is at the discretion of the commis-

sioner.

(¢) Nothing authorized in this subdivision negates or reduces the
investment authority granted in subdivisions 1 to 25.
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Sec. 17. [REPEALER. |

Minnesota Statutes 1990, section 60A.12, subdivision 2, is re-
pealed.

Sec. 18. [EFFECTIVE DATE.]

Section 8, paragraph (d), is effective as follows:

(1) effective January 1, 1992, noninvestment grade obligations
shall be Timited to 20 percent of admitted assets;

(2) effective January 1, 1993, noninvestment grade obligations
shall be Timited To 17.5 percent of admitled assets; and

(3) effective January 1, 1994, and thereafter, noninvestment
grade obligations sEal; i:)e_iimlted to 15 percent of admitted assets.

ARTICLE 9
LIFE INSURANCE COMPANY INVESTMENTS

Section 1. Minnesota Statutes 1990, section 61A.28, subdivision 1,
is amended to read:

Subdivision 1. [EUNDS TO BE INVESTED GENERALLY.] No
investment or loan, except policy loans, shall be made by an
domestic [ife insurance company unless it has been authorize g_é
approved by the board of directors or by a committee of directors,
o%mers or employees of the company designated by the board
cEargeEi with t_F]‘e H‘utz of supervising the investment or loan and in
either case accurate records of all authorizations and approvals
shall be maintained.

The capital, surplus and other funds of every domestic life
insurance company, whether incorporated by special act or under the
general law (in addition to investments in real estate as otherwise
permitted by law) may be invested only in one or more of the
following kinds of securities or property.

Sec. 2. Minnesota Statutes 1990, section 61 A.28, subdivision 2, is
amended to read:

Subd. 2. [GOVERNMENT OBLIGATIONS.] Bonds or other obli-
gations of, or bonds or other obligations insured or guaranteed by, (a)
the United States or any state thereof; (b) the Dominion of Canada
or any province thereof: {¢) any county, city, town, statutory city
formerly a village, organized school district, municipality, or other
civil or pelitical subdivision of this state, or of any state of the
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United States or of any province of the Dominion of Canada; (d) any
agency or instrumentality of the foregoing, including but not limited
to, debentures issued by the federal housing administrator, obliga-
tions of natienal mertgage asseeiations the Federal Home Loan
Mortgage Corporation, the Federal National Mortgage Association
the Government National Mortgage Association; and (e] obligations
payable in United States dollars issued or fully guaranteed by the
International Bank for Reconstruction and Development, the Inter-
American Development Bank, the Asian Development Bank, the
African Development Bank, the Export-Import Bank, or any other
United States government sponsored organization of which the
United States is a member; provided, that the life insurance com-
pany may not invest mere than five pereent of its total admitted
assebs in the obligations of any one of these banks or organizations
in the obligations of all banks or organizations deseribed in para
graph te)-

investment will cause the company’s aggregate investments in an
one of these banks or organizations to exceed five percent o_f_i_t%
admitted assets and a company may not mnvest in these obligations
if the investment will cause the company’s aggregate investments in
the obligations of all banks or orFanizations escribed in paragraph
{e) to exceed 15 percent of its admitted assets,

Sec. 3. Minnesota Statutes 1990, section 61A.28, subdivision 3, is
amended to read:

Subd. 3. [LOANS OR OBLIGATIONS SECURED BY MORT-
GAGE.] Loans or obligations (hereinafter loans) secured by a first
mortgage, or deed of trust (hereinafter mortgage), on improved real
estate in the United States, if the amount of the loan secured thereby
is not in excess of 66-2/3 percent of the market value of the real
estate at the time of the loan, or, when the loan is to be fully
amortized by installment payments of principal, which may begin up
to five years from the date of the loan if the real estate is to be used
for commercial purposes, and interest at least annually over a period
of not to exceed 40 years, the amount of the loan does not exceed (a)
80 percent of the market value of the real estate at the time of the
loan; (b) 90 percent of the market value of the real estate at the time
of the loan if the loan is secured by a purchase money mortgage
made in connection with the disposition of real estate acquired
pursuant to section 61A.31, subdivision 1, or, if (1) the real estate is
used for commercial purposes, and (2) the loan is additionally
secured by an assignment of lease or leases, and (3) the lessee or
lessees under the lease or leases, or a guarantor or guarantors of the
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lessee’s obligations, is a corporation whose obligations would qualify
as an investment under subdivision 6} 6, paragraph (e), and (4} the
rents payable during the primary term of the lease or leases are
sufficient to amortize at least 60 percent of the loan. In calculating
the ratio of the amount of the loan to the value of the property, no
part of the amount of any loan is to be included which the United
States or any agency or instrumentality thereof or ether mortgage
insurer as may be approved by the commissioner has insured or
guaranteed or made a commitment to insure or guarantee; provided,
in no event may the loan exceed the market value of the property. No
improvement may be included in estimating the market value of the
real estate unless it is insured against fire by policies payable to the
security holder or a trustee for its benefit. This requirement may be
met by a program of self-insurance established and maintained by a
corporation whose debt obligations would qualify for purchase under
subdivision 6, paragraph (g), clause (4). Also loans secured by
mortgage, upon leasehold estates in improved real property where at
the date of investment the lease has an unexpired term of at least
five years longer than the term of the loan secured thereby, and
where the leasehold estate is unencumbered except by the lien
reserved in the lease for the payment of rentals and the observance
of the other covenants, terms and conditions of the lease and where
the mortgagee, upon default, is entitled to be subrogated to, or to
exercise, all the rights and to perform all the covenants of the lessee,
provided that no loan on the leasehold estate may exceed (a) 66-2/3
percent of the market value thereof at the time of the loan, or (b) 80
percent of the market value thereof at the time of the loan if the loan
is to be fully amortized by installment payments of principal which
begin within five years from the date of the loan if the leasehold
estate is to be used for commercial purposes, interest is payable at
least annually over the period of the loan which may not exceed 40
years and the market value of the leasehold estate is shown by the
sworn certificate of a competent appraiser, or (¢) 90 percent of the
market value of the leasehold estate at the time of the loan if the
loan is secured by a purchase money mortgage made in connection
with the disposition of real estate acquired pursuant to section
61A.31, subdivision 1. In calculating the ratio of the amount of the
loan to the value of the leasehold estate, no part of the amount of any
loan is to be included which the United States or any agency or
instrumentality thereof or other mortgage insurer approved by the
commissioner has insured or guaranteed or made a commitment to
insure or guarantee; provided, in no event may the loan exceed the
market value of the leasehold estate. Also loans secured by mort-
gage, which the United States or any agency or instrumentality
thereof or other mortgage insurer approved by the commissioner has
insured or guarantieed or made a commitment to insure or guaran-
tee. Also loans secured by mortgage, on improved real estate in the
Dominion of Canada if the amount of the loan is not in excess of
66-2/3 percent of the market value of the real estate at the time of
the loan, or, when the loan is to be fully amortized by installment
payments of principal, which may begin up to five years from the
date of the loan if the real estate is used for commercial purposes,
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and interest at least annually over a period of not to exceed 40 years,
the amount of the loan does not exceed (a) 80 percent of the market
value of the real estate at the time of the loan, or (b) 90 percent of the
market value of the real estate at the time of the loan if the loan is
secured by a purchase money mortgage made in connection with the
disposition of real estate acquired pursuant to section 61A.31,
subdivision 1. In calculating the ratio of the amount of the loan to
the value of the property, no part of the amount of any loan is to be
included which the Dominion of Canada or any agency or instru-
mentahty thereof has insured or guaranteed or made a commitment
to insure or guarantee; provided in no event may the loan exceed the
market value of the property. Also loans secured by morigage, on
real estate in the United States which may be unimproved provided
there exists a definite plan for commencement of development for
commercial purposes within not more than five years where the
amount of the loan does not exceed 80 percent of the market value of
the unimproved real estate at the time of the loan and the loan is to
be fully amortized by installment payments of principal, which may
begin up to five years from the date of the loan, and interest at least
annually over a period of not to exceed 40 years. Also loans secured
by second mortgage on improved or unimproved real estate used, or
to be used, for commercial purposes; provided, that if unimproved
real estate there exists a definite plan for commencement of devel-
opment within not more than five years, in the United States or the
Dominion of Canada under the following conditions: (a) the amount
of the loan secured by the second mortgage is equal to the sum of the
amount disbursed by the company and the then outstanding indebt-
edness under the first mortgage loan; and (b) the company has
control over the payments under the first mortgage indebtedness;
and (c} the total amount of the loan does not exceed 66-2/3 percent of
the market value of the real estate at the date of the loan or, when
the note or bond is to be fully amortized by installment payments of
principal, beginning not more than five years from the date of the
loan, and interest at least annually over a period of not to exceed 40
years, the amount of the loan does not exceed 80 percent of the
market value of the real estate at the date of the loan.

A company may not invest in a mortgage loan authorized pursu-
ant to this subdivision, if the investment will cause the company’s

aggzegate investments in mortgages secured by a single property to
exceed one percent of 1ts admitted assets.

For purposes of this subdivision, improved real estate inciudes real
estate improved with permanent buildings, used for agriculture or
pasture, or income producing real estate, including but not limited
to, parking lots and leases, royalty or other mineral interests in
properties producing oil, gas, or other minerals and interests in
properties for the harvesting of forest products.

A loan or obligation otherwise permitted under this subdivision
must be permitted notwithstanding the fact that it provides for a
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payment of the principal balance prior to the end of the period of
amortization of the loan,

The vendor’s equity in a contract for deed qualifies as a loan
secured by mortgage for the purposes of this subdivision.

# mortgage participation eertifieate evideneing an interest in a

mortgage
subdivision; i the loan seeured by mortgage; and in the case of pools
of the same thet cach loan; would etherwise qualify under this
bdivision.

See. 4. Minnesota Statutes 1990, section 61A.28, subdivision 6, is
amended to read:

Subd. 6. [STOCKS, OBLIGATIONS, AND OTHER INVEST-
MENTS.] Stecks; warrants or options to purchase stoeks; bonds;
notes; evidenees of indebtedness,; or other investments ao get forth in
th&ssabdlmsmﬂ—pmﬂdedth&tmmestmen%maybemadewh*eh
will inerease the aggregate investment in all common stoeks under
paragraphs (a) and (b} beyend 20 perecnt of admitted assets as of the
end of the preeeding ealendar vear: In applying the stendards
pfeseﬂbedmpa%agraphs(-@-(e%aﬂééd}éﬁ}aadég}tethesteeke—
bonds; netes; evidenees of indebtedness; or other obligations of a
eorporation which in the gualifyring period preceding purchase of the
stoeks; bonds; notes; evidenees of indebtedness; or other obligations
ageqiired it property or a substantial part thereof threugh eenseoli-
dation; merger; or purchase; the earnings of the several predeeessors
or constituent eorporations must be conselidated: In applying any
pefeem&gehmﬁ&heﬂseftmssubdaﬁsmﬂthevalueefthesﬁeek—ef
warrant of option to purchase sloek; must be based on eost- For

an exchange registered Exehange
Aetef%eranexeh&ngefegu}&sed&nde;%he}awsefshe
Deminion of Cenade-

(a) Btoeks of banlks; insuranee companics; and munieipal eorpora-
tions organized under the laws of the United Siates or any state
thereofs but not more than 15 percent of the admitted asseto of any
domestie life insuranee ecompany may be invested in stoeeks of other

&} Common stocks, commeoen stock equivalents, or securities
convertible into common stock or common stock equivalents of any
eorperation or a business trust net desipnated in paragraph (&) of
this subdivigien; entity organized under the laws of the United
States or any state thereof, or ef the Dominion of Canada or any
province thereof, or these traded on a National Securities Exchange;
if the net earnings of the eerperatien business entity after the
elimination of extraordinary nonrecurring items of income and
expense and before income taxes and fixed charges over the five
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immediately preceding completed fiscal years, or its period of
existence if less than five years, has averaged not less than 1-1/4
times its average annual fixed charges applicable to the period.

e} (b) Preferred stock of, or common or preferred stock guaranteed
as to dividends by; any eerporation not designated in paragreph (8);
a business entit orgamzed under the laws of the United States or
any state thereof, or of the Dominion of Canada or any province
thereof, or these tfadeé on a National Seeurities Exchange; under
the following conditions: (1) No investment may be made under this
paragraph in a stock upon which any dividend, current or cumula-
tive, is in arrears; and (2) the aggregate investment company malzx
not invest in stocks under this paragraph and in common stocks
under paragraphs paragraph (a) and (b} may net if the investment
causes the company’s aggregate investments in such common or
preferred stocks to exceeﬁ 25 percent of the life insaranee company’s
total admitted assets, provided that no more than 20 percent of the
companys admitted assets may be invested in common stocks under

aragraph (a) and b); and (3) if the net earnings of the
elimination of extraeordinory menreeurring
items ef ineome and expenses and before inese taxes and fixed
eharges over the five immmediately preceding ecompleted fiseal years;
oF its period of existenee H less than five years; has averaged not less
than 1-1/4 times s average annual fixed eharges applicable to the
period the company may not invest in any preferred stock or
common stock guaranteed as to dividends, T%h is rated In the four
lowest categories established by the securities valuation office o of the
National Association of Insuranmommlssmners if the investment
will cause the company’s aggregate investment in this lower-rated
preferred or common stock guaranteed as to dividends to exceed five

percent of of 1t its total admitted assets.

td) (c) Warrants, options, and rights to purchase stock if the stock,
at the time of the acquisition of the warrant, option, or right to
purchase, would qualify as an investment under paragraph (a); or
(b); e te}, whichever is applicable. A demestie Life insuranee com-
pany shall not invest mere than twe pefeeﬂ-s of its assets under this
paragraph: Any stoek setually sequired through the exereise of in a
warrant er, option, or thts right to purchase may be ineluded in
paragraph @) dY; or (e); W}H-EE%GF applicable; enly if the stoek
then meets the standards preseribed in the pamg;&ph at the time of
if, upon purchase and immediate exercise thereof, the acquisition of
the stock would violate & any of the concentration limitations con-
tained in paragraphs (a) and (b).

¢e} (d) In addition to amounts that may be invested under
subdivision 8 and without regard to the percentage limitation
applicable to stocks, warrants, options, and rights to purchase, the
securities of any face amount certlﬁcate company, unit investment
trust, or management type investment company, registered or in the
process of registration under the federal Investment Company Act of
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1940 as from time to time amended; provided that the aggregate of
moay not execed five pereent of its admitted assets, and the invest-
ments may be made witheut regard to the pereentage limitations
i to stocks; and warrants or options or rights to purehase
stoek. In addition, the company may transfer assets into one or more
of its separate aceounts for the purpose of establishing, or supporting
its contractual obligations under, the aceounts in accordance with
the provisions of sections 61A.13 to 61A.21. A company may hot
invest in a security authorized pursuant to this paragraph l_% the
investment will cause the company’s aggregate investments in
these securities t_o}l exceed five percent of its total admitted assets,
except that for a health service plan corporation operating under
chapter 62C; and for a health maintenance organization operating
under chapter 62D, the company’s aggregate investments may not
exceed 20 percent of its total admitte.a assets. No more than five
rcent of t_.Ee allowed investment in money market mutual funds
THEX be invested in funds that invest in assets not backed by the
ederal government. When investing in money market mutual
funds, nonprofit health service plan corporations regulated under
chapter 62C and health maintenance organizations regulated under
chapter 62D shall establish a trustee custodial account for the

transfer of cash into the money market mutual fund.

&) (e)(1) Investment grade obligations, bonds, obligations, notes,
debentures, repurchase agreements, or other evidences of indebted-
ness () seeured by letters of eredit issued by a natienal bank; state
bank or trast eompany which is a member of the federal reserve
system or by a bank erganized under the laws of the Deminion of
Canada or (2) traded on a national seeurities exehange or (3} ispued;
assumed; or guaranteed by & eerporation or business trust; other
than a eorporation designated in subdivision 4 (hereinafter invest-
ment grade obligations) of a business entity, organized under the
laws of the United States or any state thereof, or the Dominion of
Canada or any province thereof, if the net carningn of the eorpora
tien provided that the obligation is rated in one of the four highest

rating categories by at least one nationally recognized statistica
rating organization, or is rated in one of the two highest categories
estab%ished by the securities valuation office the National Associa-
tion of Insurance Commissioners;

(2) Noninvestment grade obligations:

(i) Obligations of a business entity, organized under the laws of
the United States or

any state thereof, or the Dominion of Canada or
any province tﬁereof,—t%i\at are not rated in one of the four highest
rating categories by at least one nationally recognized statistica
rating organization, nor in one of the two highest categories
estaBiisEea by the securities valuation office of the National %sso—
ciation of Insurance Commissioners; all such obligations being
hereinafter referred to as noninvestment grade obligations.
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(ii{A) Obligations of a business entity fully secured by a letter of
credit or financial insurance bond or guarantee in either case issued
by a business entity meeting the net earnings requirements of
El}:iause (B); (B) obligations of a business entity issued, aQ}Eroved, or
fully guaranteed by a business entity, the net earnings which after
the elimination oi%xtraordinary nonrecurring items of income and
expense and before income taxes and fixed charges over the five
immediately preceding completed fiscal years, or its period of
existence if less than five years, has averaged not less than 1-1/4
times its average annual fixed charges applicable to the period-; (C)
obligations of a business entity issuing or assuming the obligation,

or the business entity securing or guaranteeing the obligation,
which has undergone an acquisition, recapitalization, or reorgani-

zation within the immediately preceding 12 months, or will use the
proceeds of the obligation for an acquisition, recapitalization, or
reorganization, then such business entity shall have, on a pro forma
basis, for the next succeeding 12 montEs, net earnings averagjnﬁ
1-1/4 its average annual fixed charges applicable to such perio

after elimination of extraordinary nonrecurring items of income and
expense and before taxes; (D) no investment may be made under this
paragreph section upon which any interest obligation is in default.

(1ii) Limitation on aggregate interest in noninvestment grade
obligations. A company may not invest in a noninvestment grade
obligation if the Investment will cause the company’s aggregate
investments in noninvestment grade obligations to excee.a the

aE%IicziEle percentage of admitted assets set forth in the following
table:

Percentage of
Effective Date Admitted Ess?ts
January 1, 1992 20
January 1, 1993 17.5
January 1, 1994 15

Nothing in this subclause shall limit the ability of a company to
invest in noninvestment grade obligations pursuant to subdivision
12.

{g) () Obligations for the payment of money under the following
conditions: {1) The obligation must be secured, either solely or in
conjunction with other security, by an assignment of a lease or
leases on property, real or personal; and (2) the lease or leases must
be nonterminable by the lessee or lessees upon foreclosure of any
lien upon the leased property; and (3) the rents payable under the
lease or leases must be sufficient to amortize at least 90 percent of
the obligation during the primary term of the lease; and (4) the
lessee or lessees under the lease or leases, or a governmental entity
or eorperation whieh business entity, organized under the laws of
the United States or any state thereof, or the Dominion of Canada,
or any province tHereaf,_%hat has assumed or guaranteed any lessee’s
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performance thereunder, must be a governmental entity or eorpora-
tien business entity whose obligations would qualify as an invest-
ment under subdivision 2 or paragraph ¢ (e); provided, however, a
company may acquire leases assumed or guaranteed by a noninvesi-
ment grade fessee uniess the value of the lease, when added to the
other noninvestment grade obligations owned by the company,
exceed 15 percent of the company’s admitted assets.

¢h) (g) A company may sell exchange-traded call options against
stocks or other securities owned by the company and may purchase
exchange-traded call options in a closing transaction against a call
option previously written by the company. In addition to the
authority granted by paragraph (& (c), to the extent and on the
terms and conditions the commissioner determines to be consistent
with the purposes of this chapter, a company may purchase or sell
other exchange-traded call options, and may sell or purchase ex-
change-traded put options.

(h) A company may not invest in any security or other obligation
authorized ursuylant{()_tﬁis subdiﬁsﬁg if the investment, valﬁed at
cost at the )aate of purchase, will cause the company’s aggze:gab_e
investment in any one business entity to exceed two percent of the
company’s admitted assets.

(i) For nonprofit health service plan corporations regulated under
chaFter 62C, and for health maintenance organizations regulated
under chapter 62D, a company may invest in commercial paper
rated in one of the two hi IEest rating categories by at least one
nationally recognized statistical rating organization, or rated in one
of the two highest categories estths[fea _xff the securities valuation
office of the National Association of Insurance Commissioners, if the
investment, valued at cost at the date of purchase, does not cause

the company’s aggregate investment in any one business_ﬁtitz to

exceed six percent of the company’s admitted assets.

Sec. 5. Minnesota Statutes 1990, section 61A.28, subdivision 8, is
amended to read:

Subd. 8. [PROMISSORY NOTES SECURED BY WAREHOUSE
REGEIPTS ASSET BACKED ARRANGEMENTS.] Rremissory
notes matiring within six months; seeured by the pledge of regin-
terminal warehouses; as defined in peetion 233-01F At the time of
invegting in these netes; the market value of the grain shall exeeed
the indebtedness seeured thereby; and the nete or pledge agreement
shall provide that the holder may eall for additional lilke sceuriby or
nsuranee company may aceept; in Heu of the deposit with it of the
warchetse reeeipds; a trustoe eertifieate issued by eny national or

peint;
reeeipts have been deposited with it and are held as sceurity for the
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notes: and the amount invested in the sceurities mentioned in this
subdivision shell net; at any time; exceed 25 pereent of the unas-
signed surplus and eapital of the eompany- Investments in asset
backed arrangements that meet the definitions and credit criteria
set forth in this subdivision. As used in this subdivision, an “asset
backed arrangement” is a loan participation or loan to or equity
investment in a business entity that has as its primary business

aclivity the acquisition and holding of financial assets for the
benef

enefit of its debt and equity holders.

In order to qualify for investment under this subdivision:

(a) the investment in the asset backed arrangement must be
secured by or represent an undivided interest in a single financial
asset or a pool of financial assets; and

(b) either (1) at least 90 percent of the dollar value of the financial
assets held pursuant to the asset backed arrangement shall qualif
for direct investment under this section; or (2} the investment in the
asset backed arrangement is rated in one of the four highest rating
categories by at least one nationally recognized statistical rating
organization,; or (3) the investment in the asset backed arrangement
1s rated in one of the two highest categories established by the
securities valuation office o_fihgfg National Association of Insurance
Commissioners.

A company may not invest in an asset backed arrangement if such
investment will cause the company’s aggregate investment in the
financial assets held under the asset bac:IEe'H arrangement to exceed
any of the concentration Timits contained in this section.

Sec. 6. Minnesota Statutes 1990, section 61A.28, subdivision 11, is
amended to read:

Subd. 11. |POLICY LOANS.| Loans on the security of insurance
policies issued by itself to an amount not exceeding the loan value
thereof; and loans on the pledge of any of the securities eligible for
investment under the provisions of subdivisions 2 to 10, with the
exception of noninvestment grade obligations as defined in subdivi-
sion 6, paragraph (e), but not exceeding 95 percent of the value of
securities enumerated in subdivisions 2, 3, and 4 and 80 percent of
the wvalue of stocks and other securities; in case of securities
enumerated in subdivisions 3, 5, and 10 “value” means principal
amount unpaid thereon and in case of other securities market value
thereof; in case of securities enumerated in subdivisions 3 and 10
the pledge agreement shall require principal payments by the
pledgor at least equal to and concurrent with principal payments on
the pledged security; in loans authorized by this subdivision, except
as otherwise provided by law in regard to policy loans, the company
shall reserve the right at any time to declare the indebtedness due
and payable when in excess of such proportions of value or, in case of
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pledge of securities other than those enumerated in subdivisions 3
and 10, upon depreciation of security.

Sec. 7. Minnesota Statutes 1990, section 61A.28, is amended by
adding a subdivision to read:

Subd. 9a. [HEDGING.] A domestic life insurance company may
enter into financial transactions solely for the purpose of managing
the interest rate risk associated with the company’s assets and
habilities not for speculative or other purposes. As used in this
subdivision, the term “financial transactions” includes, but is not
limited to, futures, options to buy or sell fixed income securities,
repurchase and reverse reﬁurdﬁge agreements, and interest rate

swags, caps, and floors. This shall be in addition to any other
authority of the insurer.

Sec. 8. Minnesota Statutes 1999, section 61A,28, subdivision 12, is
amended to read:

Subd. 12. [ADDITIONAL INVESTMENTS.] Investments of any
kind, without regard to the categories, conditions, standards, or
other limitations set forth in the foregoing subdivisions and section
61A.31, subdivision 3, except that the prohibitions in clause (d} of
subdivision 3 remains applicable, may be made by a domestic life
insurance company in an amount not to exceed the lesser of the
following:

(1) Five percent of the company’s total admitted assets as of the
end of the preceding calendar year, or

(2) Fifty percent of the amount by which its capital and surplus as
of the end of the preceding calendar vear exceeds $675,000. Pro-
vided; however; that Notwithstanding section 61.281, a company’s
total investment under this section in the common stock of any
corporation, other than the stock of the types of corporations
specified in subdivision 6(a), may not exceed ten percent of the
common stock of the corporation. Provided, farther however, that no
investment may be made under the authority of this clause or clause
{1) by a company that has not completed five years of actual
operation since the date of its first certificate of authority.

If, subsequent to being made under the provisions of this subdi-
vision, an investment is determined to have become qualified or
eligible under any of the other provisions of this chapter, the
company may consider the investment as being held under the other
provision and the investment need no longer be considered as having
been made under the provisions of this subdivision.

In addition to the investments authorized by this subdivision, a
domestic life insurance company may make qualified investments in
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any additional securities or property of the type authorized by
subdivision 6, paragraph paragraphs (e) and (f), with the written
order of the commissioner. This approval is at the discretion of the
commissioner. This authorization does not negate or reduce the
investment authority granted in subdivision 6, paregreph para-
graphs (e) and (f}, or this subdivision.

Sec. 9. Minnesota Statutes 1990, section 61A 281, is amended by
adding a subdivision to read:

Subd. 5. [CORPORATIONS ORGANIZED TO HOLD INVEST-
MENTS.T A domestic life insurance company may organize one or
more corporations domiciled in the United States and hold the
capital stock of them, Egroviaed_that it shall continuously own all of

this capital stock and provided further that the corporations so
organized shall limit their activities to acquiring and holding
investments, other than under subdivisions 1 to 4, that a domestic
[ife insurance company could acquire and hold. The investments of
these corporations are subject to the same restrictions and require-
ments as apply to domestic life insurance companies, including the
applicable percentage limitations for investments in individual
properties and entities as well as imitations on the aggregate
amount to be invested in any investment category. For the purposes
of calculating the amount of an investment Eeﬁ by t_lﬂi_%e insur-
ance company, investments in the same property, entity, or invest-
a

ment category that are owned by the company and all corporations
qualifying unaer this subdivision shall be aggregated.

Sec. 10. Minnesota Statutes 1990, section 61A.29, is amended to
read:

61A.29 [INVESTMENTS; AUFHORIZATION; FOREIGN IN-
VESTMENTS.|

Subdivision 1. [AUTHORIZATION.] Ne investment or lean; ex
cept poliey loans; shall be made by any domestie life insurance
eompany unless the same shall have been authorized or be approved
by the board of dircetors ot by a commitice of direetors; officers or
employees of the company designated by the board charged with the
duaty of supervising the investment or loan; and in cither ease
geeurate records of all authorizations and apprevals shall be main-
tained: In addition to the Canadian investments permitted by this
chapter, any domestic life insurance company may make E)Xreign
investments authorized by subdivision 2, subject to the limitations
contained in subdivision 3. Invesiments authorized by this section
shall be restricted to countries where the obligations of the sover-

eign government are rated in one of the two highest rating catego-
ries by at least one nationally recognized statistical rating
organization in the United States. [ hese investments shall be made
pursuant to foreign investment guidelines established and main-
ta

ined by the company pursuant to section 60A.112.
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Subd. 2. [EOREIGN AUTHORIZED INVESTMENTS.| Auny de-
mestie life insuranee eompany may tnvest i obligations of and
. in fore: ies, ot \ he Dominion of

) A& eompany may aequire and hold eny foreisn mvestments
which are required s a eondition of deing business in the foreign
eouniry or neeessary for the convenient aeccommodation of iis
the convenient accommodation of foreipn business enly f i is
demensirably and dircetly related in size and purpese to such
eompanys foreign insuranece operations; and

th} A ecompany may alse invest not more than a total of twe

b the obligations of foreign gevernments; corporations; or busi-

ReGS 3

2} oblicati of federal. incial of ot litieal subdiv
ions backed by the full faith eredit of the foreign governmental

notice from the company of its intention to invest in these seeurities:
A company may invest in: (1) foreign assets denominated in United
States do aﬁm foreign assets denominated in foreign currency:
and (3) United States assets denominated in foreign currency. These
investments may be made in any combination g_% the following:

(a) Obligations of sovereign governments and political subdivi-
sions thereof and obligations issued or fully guaranteed by supra-
national banks or organizations, other than those described in
section 61A.28, subdivision 2, Earagga?h (e), provided that these
obligations are rated in one of the two highest raling categories by

at least one nationally recognized statistical raling organization in
the United States.

(b} Obligations of a foreign business entity, provided the obliga-
tion: (1) is rated in one of the four highest rating categories by at

Jeast one nationally recognized statistical rating organization in the
United States or 14)5 a similarly recognized statistical rating organi-
ere the

zation, as approve by the commissioner, in the country w
investment will be made; or (2) is rated in one of the two Ei%hest.

categories established %X the securities valuation office of the

ational Association of Insurance Commissioners.
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(c) Stock or stock equivalents issued by a foreign entity if the stock
or stock equivalents are regularly traded on the Frankfurt, London,
Paris, or Tokyo stock exchange or any similar securities exchange as
may be approved from time to time by the commissioner subject to

oversight by the government of the country in which the exchange
1s located.

(d) Financial transactions for the sole purpose of managing the
foreign currency risk of investments made pursuant to this subdi-
vision, provided that these financial transactions are entered into
pursuant to a detailed plan maintained by the company. “Financial
transactions” as used in this paragraph include, but are not limited
to, the purchase or sale of currency swaps, forward agreements, and

currency futures.

Subd. 3. [INVESTMENT LIMITATIONS.} Investments autho-
rized by subdivision 2 are subject to the following Timitations:

(a) A company shall not make any investment pursuant to this
section if the investment will cause the company’s aggregate invest-
ments authorized pursuant to this section to exceed ten percent of its
total admitted assets.

(b) Investments made pursuant to subdivision 2 shall be aggre-
gated with United States investments in determining compliance
with percentage concentration limitations, if any, contained in the
other sections of this chapter.

(c) A company shall not invest in the obligations of any one issuer
under subdivision 2 in an amount greater than authorized for
investments of the same class under t%is chapter, and a company
shall not invest more than two percent of its total admitted assets in
the direct or guaranteed obligations of a sovereign government or
pelitical subdivision thereof, or of a supranational bank.

Sec. 11. Minnesota Statutes 1990, section 61A.31, is amended to
read:

61A.31 [REAL ESTATE HOLDINGS. |

Subdivision 1. [PURPOSES.1 Except as provided in subdivisions 2,
3, and 4, every domestic life insurance company may acquire, hold
and convey real property only for the following purposes and in the
following manner:

(1) Such as shall have been mortgaged to it in good faith by way of
security for loans previously contracted, or for moneys due;

(2) Such as shall have been conveyed to it in satisfaction of debts
previously contracted in the course of its dealings;
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(3} Such as shall have been purchased at sales on judgments,
decrees or mortgages obtained or made for such debts;

(4) Such as shall have been subject to a contract for deed under
which the company held the vendor’s interest to secure the payment
by the vendee.

Al the real property speeified in elauses (; (2); 3%, and (4); which
shall net be neeessary for its accommedation in the convenient
transaetion of its business; shall be sold and dispesed of within five
years after the company shall have aequired title to the same; or
within five years after the same shall have ccased to be neeessary
for the aecommedation of its business; and it shall not hold this
property for a longer period unless it shall held real
purpuant to subdivision 3; or shall preeure & certifieate from the
eommissioner of commeree that ite interest will suffer materially by
the foreed sale thereof; in which event the time for the sale may be
extended te sueh time as the commissioner shall direet in the
eertifiente:

Subd. 2. [BUILDING PROJECTS.] In order to promote and
supplement public and private efforts to provide an adequate supply
of decent, safe, and sanitary dwelling accommodations for persons of
low and moderate income; to relieve unemployment; to alleviate the
shortage of rental residences; and to assist in relieving the emer-
gency in the housing situation in this country through investment of
funds, any life insurance company may purchase or lease from any
owner or owners (including states and political subdivisions
thereof), real property in any state in which such company is
licensed to transact the business of life insurance; and on any real
property so acquired or on real property so located and acquired
otherwise in the conduct of its business, such company may erect
apartment, or other dwelling houses, not including hotels, but
including accommodations for retail stores, shops, offices, and other
community services reasonably incident to such projects; or, to
provide such housing or accommeodations, may construct, recon-
struct, improve, or remove any buildings or other improvements
thereon. Such company may thereafter own, improve, maintain,
manage, collect or receive income from, sell, lease, or convey any
such real property and the 1mprovements thereon The
investment by any such domestie life insuranee eompany in all sueh
projeets; tnelading the cost of all real property o
le&seda&d%hee&stef&ﬂ*mpmemeﬁstebemadeupe&s&ehmal
property and upen real pmper—ty otherwise acquired; shall not; at the
date of purehase or other acquisition of such real property; exceed
ten pereent of the total admitied assets of such eompany on the last
day of the previous ealender year- A company may not 1nvest in the
building projects if the investment will cause the company’s
&tel investments under this subdivision to exceed ten percen of 1ts
total admitted assets.
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Subd. 3. [ACQUISITION OF PROPERTY.] Any domestic life
insurance company may:

(a) acquire real property or any interest in real property, including
oil and gas and other mineral interests, in the United States or any
state thereof, or in the Dominion of Canada or any province thereof,
as an investment for the production of income, and hold, improve or
otherwise develop, and lease, sell, and convey the same either
directly or as a joint venturer or through a limited or general
partnership in which the company is a partner; subjeet to the
follewing eonditions and limitations: 1) The eest to the eompany of
eaeh poreel of real property aequired pursuant te this p&P&gF&ph—
including the estimated eost to the eompany of the
develepmeat%hereeﬂwhen&ddedtethebeek#&lueefaﬂatherﬁeal
property then held by it pursuant to this elause; mey not exceed 15
pereent of its admitted asseis as of the end of the preceding calendar
year; and (2} the eost to the company of each pareel of real property
sequired pursuant to this paragraph; including the estimated costs
to the eompany of the improvement or development thercof, may not
exeeedtweiaefeemaefitsadm-ittedasseﬁsaseftheendefthe
preceding eslendar year;. A compan not invest in real
property asset other than prope Ee’]ﬁoﬂe convemfﬁ:% and
accommodatlon of its business if tﬁe investment will: (1) cause the
company’s aggregate investments in these real pro assets to to
exceed ten percent of its admitted assets; or (2) cause t e company’s
investment In any single parcel of rearproperty to exceed one-Ea[f of
one percent of its admitted assets;

(b) acquire personal property in the United States or any state
thereof, or in the Dominion of Canada or any province thereof, under
lease or leases or commitment for lease or leases if: (1) either the fair
value of the property exceeds the company’s investment in it or the
lessee, or at least one of the lessees, or a guarantor, or at least one of
the guarantors, of the lease is a corporation with a net worth of
$1,000,000 or more; and (2) the lease provides for rent sufficient to
amortize the investment with interest over the primary term of the
lease or the useful life of the property, whichever is less; and (3) in ne
event does the total investment in personal property under this
p&v&gr—aﬂh execed three pereent of the demestw life insuranee
company's admitted assets. A ¢ company may not invest in thls
personal property if the investment will cause the company’s

egate investments In this personal property to exceed three
per f

cent of its admitted assets;

(c) acquire and hold real estate (1) if the purpose of the acquisition
is to enhance the sale value of real estate previously acquired and
held by the company under this section and (2) if the company
expects the real estate so acquired to qualify and be held by the
company under paragraph (a) within five years after acquisition;
and
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{d) not acquire real property under paragraphs (a) to (¢) if the
property is to be used primarily for agricultural, horticulturai,
ranch, mining, or church purposes.

All real property acquired or held under this subdivision must be
carried at a value equal to the lesser of (1} cost plus the cost of
capitalized improvements, less normal depreciation, or (2) market
value.

Subd. 4. [CONVENIENCE AND ACCOMMODATION OF BUSI-
NESS.} The real estate acquired ot held by any domestie Life
insuranee company for the convénienee and accommodation of its
business shall not exeeced i value 25 pereent of its eash and invested
assets; ot including real estate aequired or held for the eonvenienee
company; after having seeured approval of the commissiener of
eommeree therefor; may also aequire ond hold real estate for the sele
employees. Sueh real estate shall never exceed three pereent of the
eompanys eash assets as shown by ite annual statement last filed
with the commisgioner of commeree: All real property which shall
not be neeessary for ite nceommodation in the eonvenient transae
tion of its business; or the housing of ite employees; shall be sold and
disposed of within five yvears after the same shall have eeased to be
neecssary for the accommedation of its business; or the heusing of its
employees; and it shall not held this property for a longer peried
unless; (o) it shall preeure & certificate from the comminsioner of
thereof; in which event the time for sele mey be extended to such
vision 3 i whieh event the compeny may; at ite option eonsider sueh
subjeet to the conditions; standards; or other limnitetions of said
subdivisien as theugh it had been originally acquired thereunder- A
company may acquire and hold real estate for the convenience and
accommodation of its business. Without the prior approval of the
department of commerce, a company may not invest in real estate
authorized under this subdivision if‘ the investment will cause the
company’s aggregate investments under this subdivision to exceed
ive percent of its total admitted assets excegt?hat a health service
plan corporation operating under chapter 62C may not invest in real
estate authorized under t[his subdivision if the investment causes
the company’s aggregate investments under this subdivision to
exceed 25 percent of its total admitted assets.

Sec. 12. [REPEALER.]

Minnesota Statutes 1990, section 61A.28, subdivisions 4 and 5,
are repealed.
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ARTICLE 10
EXAMINATIONS

Section 1. Minnesota Statutes 1990, section 60A.02, is amended
by adding a subdivision to read:

Subd. 1a. [ADMITTED ASSETS.] “Admitted assets” means the
assets as shown by the company’s annual statement on December
31, valued according to valuation regulations prescribed by the
National Association of Insurance Commissioners and procedures
adopted by its financial condition (Ex4) subcommittee if not ad-
dressed 1n another section, unless the commissioner requires or
finds another method of valuation reasonable under the circum-

stances.

Sec. 2. Minnesota Statutes 1990, section 60A.031, 15 amended to
read:

60A.031 [EXAMINATIONS. |

Subdivision 1. [POWER TO EXAMINE.| (1) [INSURERS AND
OTHER LICENSEES.] At any time and for any reason related to the
gnforcement of the insurance l.awg.l or to ensul(}a that comp.i:\lnies E'IIE

eing operated in a safe and sound manner and to protect the public
interest, the commissioner may examine the affairs and cchiitions
of any foreign or domestic insurance company, including reciprocals
and fraternals, licensee or applicant for a license under the insur-
ance laws, or any other person or organization of persons doing or in
the process of organizing to do any insurance business in this state,
and of any licensed advisory organization serving any of the forego-
ing in this state.

The commissioner shall examine the affairs and conditions of
every domestic insurance company at least once every five years.

(2} IWHO MAY BE EXAMINED.] The commissioner in making
any examination of an insurance company as authorized by this
section may, if in the commissioner’s discretion, there is cause to
believe the commissioner is unable to obtain relevant information
from such insurance company or that the examination or investiga-
tion is, in the discretion of the commissicner, necessary or material
to the examination of the company, examine any person, associa-
tion, or corporation:

(a) transacting, having transacted, or being organized to transact
the business of insurance in this state;

(b} engaged in or proposing te be engaged in the organization,
promotion, or solicitation of shares or capital contributions to or
aiding in the formation of a domestic insurance company;
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(c) holding shares of capital stock of an insurance company for the
purpose of controlling the management thereof as voting trustee or
otherwise;

(d) having a contract, written or oral, pertaining to the manage-
ment or control of an insurance company as general agent, manag-
ing agent, attorney-in-fact, or otherwise;

{e) which has substantial control directly or indirectly over an
insurance company whether by ownership of its stock or otherwise,
or owning stock in any domestic insurance company, which stock
constitutes a substantial proportion of either the stock of the
domestic insurance company or of the assets of the owner thereof;,

(f) which is a subsidiary or affiliate of an insurance company;

(g) which is a licensed agent or solicitor or has made application
for the licenses;

(h) engaged in the business of adjusting losses or financing
premiums.

Nothing contained in this clause (2) shall authorize the commis-
sioner to examine any person, association, or corporation which is
subject to regular examination by another division of the commerce
department of this state. The commissioner shall notify the other
division when an examination is deemed advisable.

Subd. 2a. [PURPOSE, SCOPE, AND NOTICE OF EXAMINA-
TION.] An examination may, but need not, cover comprehensively
all aspects of the examinee’s affairs, practices, and conditions. The
commissioner shall determine the nature and scope of each exami-
nation and in doing so shall take into account all available relevant
factors concerning the financial and business affairs, practices and
conditions of the examinee. For examinations undertaken pursuant
to this section, the commissioner shall issue an order stating the
scope of the examination and designating the person responsible for
conducting the examination. A copy of the order shall be provided to
the examinee.

In conducting the examination, the examiner shall observe those
guidelines and procedures set forth in the examiner's handbook
adopted by the National Association of Insurance Commissioners.
The commissioner may also employ other guidelines or procedures
the commissioner considers appropriate.

Subd. 3. [ACCESS TO EXAMINEE.] (a) The commissioner, or the
designated person, shall have timely, convenient, and free access
during norsmal business at all reasonable hours to all_Foks records,
securities, accounts, documents, and any or all computer or other
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records and papers relating to the property, assets, business, and
affairs of any company, applicant, association, or person which may
be examined pursuant to this act for the purpose of ascertaining,
appraising, and evaluating the assets, conditions, affairs, opera-
tions, ability to fulfill obligations, and compliance with all the
provisions of law of the company or person insofar as any of the
above pertain to the business of insurance of a person, organization,
or corporation transacting, having transacted, or being organized to
transact business in this state. Every company or person being
examined, its officers, directors, and agents, shall provide to the
commigsioner or the designated person timely, convenient, and free
access at all reasonable hours at its office to all its books, records,
accounts, papers, securities, documents, any or all papers computer
or other records relating to the property, assets, business, and affairs
of the company or person. The officers, directors, and agents of the
company or person shall facilitate the examination and aid in the
examination so far as it is in their power to do so.

The refusal of any company, by its officers, directors, employees,
or agents, to submit to examination or to comply with any reason-
i@greguest of the examiners is grounds for suspension or refusal of,
or nonrenewal of any license or authority Heli by the company to
engage in an insurance or other business subject to the commission-
er’s jurisdiction. Proceedings for suspension, revocation, or refusal of
any license or authority shall be conducted pursuant to section
45.027.

(b} The commissioner or any examiners shall have the power to
issue subpoenas, to administer oaths, and to examine under oath
g person as to ?ﬂ){\matter pertinent to the examination. Upon the

ailure or refusal of any person to obey a subpoena, the commis-
sioner %E]_II petition a court of competent jurisdiction, and upon
proper showing, the court may enter an order compelling the
witness to appear and testify or produce documentary evidence.
Failure to osey the court order E‘flaf[ be punishable as contempt of
court.

(c) When making an examination under this section, the commis-
sioner may retain attorneys, appraisers, independent actuaries,
independent certified public accountants, or other professionals and
specialists as examiners, the cost of which shall be borne by the
company that is the subject of the examination. T

(d) Nothing contained in this section shall be construed to limit
the commissioner’s authority to terminate or suspend any examina-
tion in order to pursue other legal or regulatory action pursuant to
the insurance laws of this stale. Findings of %act and conclusions

made pursuant to any examination shall be prima facie evidence in
any legal or regulatory action.

{e) Nothing contained in this section shall be construed to limit
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the commissioner’s authority to use as evidence, any final or
preliminary examination report, any examiner or company work-

apers or other documents, or any other information discovered or
Seveloped during the course of any examination in the furtherance
of any legal or administrative action which the commissioner may,
in the commissioner’s sole discretion, consider appropriate.

Subd. 4. | EXAMINATION REPORT; FOREIGN AND DOMESTIC
COMPANIES.] (a) The commissioner shall make a full and true
report of every examination conducted pursuant to this chapter,
which shall include (1) a statement of findings of fact relating to the
financial status and other matters ascertained from the books,
papers, records, documents, and other evidence obtained by investi-
gation and examination or ascertained from the testimony of offic-
ers, agents, or other persons examined under oath concerning the
business, affairs, assets, obligations, ability te fulfill obligations,
and compliance with all the provisions of the law of the company,
applicant, organization, or person subject to this chapter and (2) a
summary of important points noted in the report, conclusions,
recommendations and suggestions as may reasonably be warranted
from the facts so ascertained in the examinations. The report of
examination shall be verified by the oath of the examiner in charge
thereof, and shall be prima facie evidence in any action or proceed-
ings in the name of the state against the company, applicant,
organization, or person upon the facts stated therein.

(b) No later than 60 days following completion of the examination,
the examiner in charge shall file with the department a verified
written report of examination under oath.” Upon receipt of the
verified report, the department shall transmit the report to the
company examined, together with a notice wﬁicmali afford the
company examined a reasonable opportunity of not more than 30
days to make a written submission or rebuttal with respect to any
matters contained in the examination report.

(c) Within 30 days of the end of the period allowed for the receipt
of ‘written submissions or rebutials, t_'Ee commissioner shall ful[y
consider and review the report, together with any written submis-
sions or rebuttals and any relevant portions of the examiner’s
workpapers and enter an order:

(1) adopting the examination report as filed or with modification
or corrections. If the examination report reveals that the company is
operating in violation of any law, rule, or prior order of the
commissioner, the commissioner may order the company to take any
action the commissioner considers necessary and appropriate to cure
the violation, -

(2) rejecting the examination report with directions to the exam-
iners to reopen the examination for purposes of obtaining additional
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data, documentation or information, and refiling pursuant to para-
graph (a); or o

(3) calling for an investigatory hearing with no less than 20 days’
notice to the company for purposes of obtaining additional documen-
tation, data, information, and testimony.

{d)(1) All orders entered pursuant to paragraph (c}), clause (1),
shall be accompanied by findings and conclusions resulting from the
commissioner’s considé%ation and review of the examination report,
relevant examiner workpapers, and any written submissions or
rebuttals. The order shall be considered a final administrative
decision and may be appealed pursuant to chapter 14, and shall be
served upon the company by certified mail, together with a copy of
the adopted examination report. Within 30 days of the issuance of
the adopted report, the company shall file affidavits executed by
each of its directors stating under ocath that they have received a
copy of the adopted report and related orders.

{2) Any hearing conducted under paragraph (c), clause (3), by the
commissioner or authorized representative, shall be condﬁe‘dxaﬁ
nonadversarial confidential investigatory proceeding as necessary
for the resolution of any inconsistencies, discrepancies, or disputed
issues apparent upon the face of the filed examination report or
raised by or as a result of the commissioner’s review of relevant
workpapers or by the written submission or rebuttal of the company.
Within 20 days of the conclusion of the hearing, the commissioner

shall enter an order pursuant to paragraph (c), clause (1).

(3) The commissicner shall not appoint an examiner as an
authorized representative to conduct the hearing. The hearing shall
proceed expeditiously with discovery by the company limited to the
examiner's workpapers which tend to substantiate any assertions
set forth in any written submission or rebutial. The commissioner or
the commissioner’s representative may issue subpoenas for the
attendance of any witnesses or the production of any documents
deemed relevant to the investigation whether under the control of
the department, the company, or other persons. The documents
produced shall be included in t_iie record &5 testimony taken by the
commissioner or the commissioner’s representative shall be under

oath and preserved for the record.

Nothing contained in this section shall require the department to
disclose any information or records which would indicate or show
the existence or content of any investigation or activity of a criminal

Justice agency.

(4) The hearing shall proceed with the commissioner or the
commissioner’s representative posing questions to the persons sub-
poenaed. Thereafter, the company and the department may %resent

testimony relevant to the investigation. Cross-examination sha
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conducted only by the commissioner or the commissioner’s repre-
sentative. The company and the department shall be permitted to
make closing statements and may be represented by counsel of their
choice. o o

(e)(1) Upon the adoption of the examination report under para-
graph (c), clause (1), the commissioner shall continue to hold the
content of the examination report as private and confidential
information for a period of 30 days except to the extent provided in

aragraph (b). Thereafter, the commissioner may open the report for
public inspection so long as no court of competent jurisdiction has
stayed its publication. T

{2) Nothing contained in this subdivision prevents or shall be
construed as prohibiting the commissioner from disclosing the
content of an examination report, preliminary examination report
or results, or any matter relating thereto, to the commerce depart-
ment or the insurance department of any other state or country, or
to J]aw enforcement officials of this or any other siaie or agency of
the federal government at any time, so long as the agency or oflhce
receiving the report or matters relating Hﬁgeto agrees in writing to
hold it confidential and in a manner consistent with this subdivi-
sion.

(3) In the event the commissioner determines that regulatory

action is appropriate as a result of any examination, the commis-
sioner may initiate any proceedings or actions as provided by law.

(f) All working papers, recorded information, documents and
copies thereof produced by, obtained by or disclosed to the commis-
sioner or any other person in the course of an examination made
under t’h_isﬁ%)ﬂiwsion must be given confidential treatment and are
not subject to subpoena and may not be made public F_gvﬂﬁ
commissioner or any other person, except to the extent provided in
EaragxaFE (e). Access may also be granted to the National Associ-
ation of Insurance Commissioners. The parties must a?ee in
writing prior to receiving the information to provide to it the same
confidential treatment as required by this section, unless the prior
written consent of the company to which it pertains has been
obtained.

Subd. 5. [ORDER; FOREIGN AND DOMESTIC COMPANIES.]
Within a reasonable time of receipt of an examination report the
commigsioner may issue an order to the examinee directing compli-
ance within a time specified in the order or by law with one or more
of the following:

(a) to restore within the time and extent prescribed by law or the
commissioner’s order any deficiency, whenever its capital, reserves
or surplus have become impaired,
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(b) to cease and desist from transaction of any business or from
any business practice which if transacted or continued might result
in the examinee’s conditton or further transaction of business being
hazardous to its policyholders, its creditors, or the public,

(c) to cease and desist from any other violation of its charter or any
law of the state.

Subd. 6. [PENALTY.] Notwithstanding section 72A.05, any person
who violates or aids and abets any violation of a written order issued
pursuant to this section may be fined not more than $10,000 for each
violation of the order in an action commenced in Ramsey county by
the attorney general on behalf of the state of Minnesota and the
money so recovered shall be paid into the general fund.

Subd. 7. [ALTERNATIVES TO EXAMINATIONS.] ¢33 [AUDITS
OR ACTUARIAL EVALUATIONSH In lieu of all or part of an
e*amm&t&e&underthmeha-p&epe%maddﬂs}eﬂteﬁ—theeemmm-

mey require an independent audit by eertified public aceoun-
taﬁtsapprwedbytheeemmmmeaefmﬂaﬂaetuaﬂaleva}ua&enby

23 REPORTS] In Lieu of all or part of an examination under this
seetion; the eommissioner may aecept the report of an audit made by
eertified publie accountants approved by the eemmissioner or actu-
arial evaluation by aetuaries approved by the eommissioner or the
report of an examination made by the insuranee depertment of
another state; of the examination made by another government
ageneyinthi—sstate—thefedemlgevemmenteraﬂethefs%a%e—an
examination under this section of any foreign or alien insurer
licensed in this state, the commlssmner may accept an examination
report on the the company as prepared by the insurance department for
the company’s state of domicile or port of entry state until January
1, 1994. After that date, the reports may only be accepted if:

(1) the insurance department was at the time of the examination
accredited under the National Association of Insurance Commis-
sioners Financial Regulation Standards and Accreditation Pro-

gram; or

{2) the examination is performed under the supervision of an
accredited insurance department or with the participation of one or
more examiners who are employed by such an accredited state
insurance department and who, after a review of the examination
workpapers and report, “state under oath that the examination was
performed in a manner consistent with the standards and proce-

dures required by their insurance department.

Subd. 7a. [CONFLICT OF INTEREST] The department shall
establish reasonable procedures so that no examiner, either directly
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or indirectly, has a conflict of interest or ig affiliated with the
management of or owns a pecuniary interest in any person subject
to examination under this chapter. This sectﬁn_sﬁai[ not be con-
strued to automatically preclude an examiner from being: =~

{1) a policyholder or claimant under an insurance policy;

(2)a %rantor of a mortgage or similar instrument on the examin-
er’s residence to a regulated entily if done under customary terms

and n the ordinary course of business;

(3) an investment owner in shares of regulated diversified invest-
ment companies; or

(4) a settlor or beneficiary of a “blind trust” into which any
otherwise impermissible holdings have been placed.

Notwithstanding the requirements of this section, the commis-
sioner may retain from time te time, on an individual basis,
qualified actuaries, certified public accountants, or other similar
individuals who are indepen%ent[y practicing their professions,
even though these persons may from time to time be similarly
employed or retained by persons subject to examination under this

chapter.

Subd. 8. [POWER TO MAKE RULES.] The commissioner may
promulgate any rules which may be necessary to the administration
of subdivisions 1 to 7 9.

Subd. 9. [IMMUNITY FROM LIABILITY.| (a) No cause of action
shall arise nor shall any liability be imposed against the commis-
sioner, the commissioner’s authorized representatives, or any exam-
iner appointed by the commissioner for any statements made or
conduct performéﬁ in good faith while carrying out the provisions of
this section.

tb) No cause of action shall arise, nor shall any liability be
imposed against any person for the act of communicating or deliv-

ering information or data to the commissioner or the commissioner’s
autl:f

orized representative or examiner pursuant to an examination
made under this section, if the act of communication or delivery was

performed in good faith and without fraudulent intent or the intent
to deceive.

(c) This section does not abrogate or modify in any way any
common law or statutory privilege or immunity enjoyed by any
person identified in paragraph (a).

(d) A person identified in paragraph (a) shall be entitled to an
award of attorney’s fees and costs 1_% the person 1s the prevailing
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party in a civil action for libel, slander, or any other relevant tort
arising out of activities In carrying out the provisions of this section
and t__lfe party bringing the action was not substantially justified in
doing so. For purposes of this section, a proceeding is “substantially
justiiled” if it had a reasonable basis 1n law or fact at the time that
it was initiated.

Sec. 3. Minnesota Statutes 1990, section 60A.07, is amended by
adding a subdivision to read:

Subd. 5f. ICAPITAL AND SURPLUS REQUIREMENTS.] (a)
Capital and surplus requirements are based upon all kinds of
insurance transacted by the insurer, whether or not only a portion
of the kinds of insurance are transacted in this state. The commis-
sioner may for the protection of the public require an insurer to
maintain funds in excess of the amounts required under this section,
due to the amount, kind, or combination of kinds of insurance
transacted by the insurer. Failure of an insurer to maintain funds as
ordered by H%eﬁmmlssioner is grounds for suspension or revocation
of the insurer’s certificate of authority.

(b} After June 30, 1991, an insurer may not renew and continue
its certificate of authorily unless the insurer possesses at least the
basic capital and surplus, and additional surplus required by the
commissioner under this section.

Sec. 4. Minnesota Statutes 1990, section 60A.10, subdivision 2a, is
amended to read:

Subd. 2a. {SPECIAL DEPOSITS.] The commissioner may require

a special deposit of an individual foreign insurer for the protection of

its Minnesota policyholders or claimants. The speeial deposit mey be

ired; to & maximum amount of $500,000: In the event of the

filing of a delinquency petition against the insurer in Minnesota, the
deposit is subject to chapters 60B, 60C, ard 61A, and 61B.

Sec. 5. Minnesota Statutes 1990, section 60A.11, subdivision 9, is
amended to read:

Subd. 9. [GENERAL CONSIDERATIONS.] The following consid-
erations apply in the interpretation of this section:

(a) This section applies to the investments of insurance companies
other than life insurance companies;

(b) The purpose of this section is to protect and further the
interests of policyholders, claimants, creditors and the public by
providing standards for the development and administration of
programs for the investment of the assets of domestic companies.
These standards and the investment programs developed by compa-
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nies must take into account the safety of company’s principal,
investment yield and growih, stability in the value of the invest-
ment, the liquidity necessary to meet the companys expected
business needs, and investment diversification;

{c) All financial terms relating to insurance companies have the
meanings assigned to them under statutory accounting methods. All
financial terms relating to noninsurance companies have the mean-
ings assigned to them under generally accepted accounting princi-
ples;

(d) Investments must be valued in accordance with the valuation
procedures established by the National Association of Insurance
Commissioners, unless the commissioner requires or finds another
method of valuation reasonable under the circumstances. Other
invested assets must be valued according to the procedures promul-

ated by the NAIC's financial condition (Ex 4) subcommittee, if not
addressed in another section, unless the commissioner requires or
finds another method of valuation reasonable under the circum-
stances;

(e) A company may elect to hold an investment which qualifies
under more than one subdivision, under the subdivision of its choice.
Nothing herein prevents a company from electing to hold an invest-
ment under a subdivision different from the one in which it
previously held the investment; and

() An investment which qualifies under any provision of the law
governing investments of insurance companies when acquired will
continue to be a qualified investment for as long as it is held by the
insurance company.

Sec. 6. Minnesota Statutes 1990, section 60A.13, subdivision 1, is
amended to read:

Subdivision 1. [ANNUAL STATEMENTS REQUIRED.] Every
insurance company, including fraternal beneficiary associations,
and reciprocal exchanges, doing business in this state, shall trans-
mit to the commissioner, annually, on or before March first, in the
form preseribed by the commissioner; a verified statement of its
the appropriate verified NAIC annual statement blank, prepared in
accorgance with NAIC s instructions handbook and following those
accounting procedures and practices prescribed by the NAIC's
Accounting Practices and Procedures manual, unless the commis-
sioner requires or finds another method of valuation reasonable
under the circumstances. In addition, the commissioner may require
the filing of any other information determined to be reasonably
necessary for the continual enforcement of these laws. The state-
ment may be limited to the insurer’s business and condition in the
United States unless the commissioner finds that the business
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conducted outside the United States may detrimentally affect the
interests of policyholders in this state. The statements shall also
contain a verified schedule showing all details required by law for
assessment and taxation. The statement or schedules shall be in the
form and shall contain all matters the commissioner may prescribe,
and it may be varied as to different types of insurers so as to elicit a
true exhibit of the condition of each insurer.

Sec. 7. Minnesota Statutes 1990, section 61A.283, is amended to
read:

61A.283 [ADMITTED ASSETS.]

For the purpose of applying any investment limitation based on
the amount of a domestic life insurance company’s admitted assets,
the term “admitted assets” shall mean sueh aosets as shown by the
eempany’s annual statement; required by scetion 60A13; as of the
the imvestment has the meaning given the term in section 60A.02,
subdivision 1a, with an adjustment in such admitted asset figure to
exclude amounts which on such December 31 are allocated to
separate accounts; and the value of stocks and worrants end options
to purchese stoeks owned by the eompany o sueh Deeember 31 shall
he based on eost: For sther purpeses the term “admitted assets” shall
mean such assets as shown by the companys apnual statement on
such December 31; valued in aceordanee with the valuation regula-
tiong preseribed by the National Association of Insurance Commis-
sioners.

Sec. 8. Minnesota Statutes 1990, section 62D.044, is amended to
read:

62D.044 [ADMITTED ASSETS.]
“Admitted assets” includes the following:

{1) petty cash and other cash funds in the organization’s principal
or official branch office that are under the organization’s control;

(2) immediately withdrawable funds on deposit in demand ac-
counts, in a bank or trust company organized and regularly exam-
ined under the laws of the United States or any state, and insured by
an agency of the United States government, or like funds actually in
the principal or oflicial branch office at statement date, and, in
fransit to a bank or trust company with authentic deposit credit
given before the close of business on the fifth bank working day
following the statement date;

(3) the amount fairly estimated as recoverable on cash deposited
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in a closed bank or trust company, if the assets qualified under this
section before the suspension of the bank or trust company;

{(4) bills and accounts receivable that are collateralized by securi-
ties in which the organization is authorized to invest;

(5) premiums due from groups or individuals that are not more
than 90 days past due;

(6) amounts due under reinsurance arrangements from insurance
companies authorized to do business in this state;

(7) tax refunds due from the United States or this state;

(8) principal and interest acerued on mortgage loans not exceeding
in aggregate one year’s total due and accrued principal and interest
on an individual loan;

(9) the rents due to the organization on real and personal property,
directly or beneficially owned, not exceeding the amount of one
year’s total due and accrued rent on each individual property;

(10) principal and interest or rents accrued on conditional sales
agreements, security interests, chattel mortgages, and real or per-
sonal property under lease to other corporations that do not exceed
the amount of one year’s total due and accrued principal and interest
or rent on an individual investment;

(11) the fixed required principal and interest due and accrued on
bonds and other evidences of in%lebf,&fness that are not in default;

{12) dividends receivable on shares of stock, provided that the
market price for valuation purposes does not include the value of the
dividend;

(13) the interest on dividends due and payable, but not credited, on
deposits in banks and trust companies or on accounts with savings
and loan associations;

(14) principal and interest accrued on secured loans that do not
exceed the amount of one year’s total due and accrued principal and
interest on any loan;

(15) interest accrued on tax anticipation warrants;

(16) the amortized value of electronic computer or data processing
machines or systems purchased for use in the business of the
organization, including software purchased and developed specifi-
cally for the organization’s use;
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(17) the cost of furniture, equipment, and medical equipment, less
accumulated depreciation thereon, and medical and pharmaceutical
supplies that are used to deliver health care and are under the
organization’s control, provided the assets do not exceed 30 percent
of admitted assets;

{18) amounts currently due from an affiliate that has liquid assets
with which to pay the balance and maintain its accounts on a
current basis. Any amount outstanding more than three months is
not current;

(19) amounts on deposit under section 621.041;

{20} accounts receivable from participating health care providers
that are not more than 60 days past due; and

{21} investments allowed by section 62D.045, except for invest-
ments in securities and properties described under section 61A.284,

Sec. 9. Minnesota Statutes 1990, section 621.045, subdivision 1, is
amended to read:

Subdivision 1. [RESTRICTIONS. | Funds of a health maintenance
organization shall be invested only in securities and property
designated by law for investment by domestic life insurance compa-
nies, except that money may be used to purchase real estate,
including leasehold estates and leasehold improvements, for the
convenient accommodation of the organization’s business opera-
tions, including the home office, branch offices, medical facilities,
and field office operations, on the following conditions:

(1) a parcel of real estate acquired under this subdivision may
include excess space for rent to others if it is reasonably anticipated
that the excess will be required by the organization for expansion or
if the excess is reasonably required in order to have one or more
buildings that will function as an economic unit;

(2} the real estate may be subject to a mortgage; and

(3) the purchase price of the asset, including capitalized perma-
nent improvements, less depreciation spread evenly over the life of
the property or less depreciation computed on any basis permitted
under the Internal Revenue Code and its regulations, or the orga-
nization’s equity, plus all encumbrances on the real estate owned by
a company under this subdivision, whichever is greater, does not
exceed 20 percent of its admitted assets, except if permitted by the
commissioner upon a finding that the percentage of the health
maintenance organization’s admitted assets is insufficient to provide
eonvenient accommodation for the organization’s business. However,

a health maintenance organization that direetly prevides
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serviees owns real estate used in the delivery of medical services for
its enrollees may invest an additional 20 percent of its admitted
assets in real estate, not requiring the permission of the ecommis-
sioner.

Sec. 10. Minnesota Statutes 1990, section 72A.061, subdivision 1,
is amended to read:

Subdivision 1. [ANNUAL STATEMENTS.] Any insurance com-
pany licensed to do business in this state, including fraternals,
reciprocals and township mutuals, which neglects to file its annual
statement in the form prescribed and within the time specified by
law shall be subject to a penalty of $25 $100 for each day in default.
If, at the end of 80 45 days, the default has not been corrected, the
company shall be given ten days in which to show cause to the
commissioner why its license should not be suspended. If the
company has not made the requisite showing within the ten-day
period, the license and authority of the company may, at the
discretion of the commissioner, be suspended during the time the
company is in default.

Any insurance company, including fraternals, reciprocals, and
township mutuals, willfully making a false annual or other required
statement shall pay a penalty to the state not to exceed $5,000.
Either or both of the monetary penalties imposed by this subdivigion
may be recovered in a civil action brought by and in the name of the
state.

ARTICLE 11
REINSURANCE INTERMEDIARIES

Section 1. [60A.70] [TITLE.}

intermediary act.
Sec. 2. [60A.705] [DEFINITTIONS.]

Subdivision 1. [TERMS.] For purposes of sections 60A.70 to
60A.756, the terms defined in this section have the meanings given
them. T

Subd. 2. [ACTUARY.] “Actuary” means a person who is a member
in good standing of the American Academy of Actuaries.

Subd. 3. [CONTROLLING PERSON.] “Controlling person” means
a person, firm, association, or corporation who directly or indirectly
has the power to direct or cause to be directed, the management,
control, or activities of the reinsurance intermediary.
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Subd. 4. [INSURER.] “Insurer” means any person, firm, associa-
tion, or corporation dul)i licensed in this state pursuant to the

applicable provisions of the insurance law as an insurer.

Subd. 5. [LICENSED PRODUCER.] “Licensed producer” means
an agent, broker, or reinsurance intermediary licensed pursuant to
the applicable provision of the insurance law.

Subd. 6. [REINSURANCE INTERMEDIARY.] “Reinsurance in-
termediary” means a reinsurance intermediary-broker or a reinsur-
ance intermediary-manager.

Subd. 7. [REINSURANCE INTERMEDIARY-BROKER.] “Rein-
surance intermediary-broker” or “RB” means any person, other
than an officer or employee of the ceding insurer, firm, association,
or corporation who solicits, negotiates, or places reinsurance ces-
sions or retrocessions on behalf of a ceding insurer without the

authority or power to bind reinsurance on behalf of this insurer.

Subd. 8. [REINSURANCE INTERMEDIARY-MANAGER.] “Rein-
surance intermediary-manager” or “RM” means any person, firm,
assocliation, or corporation who has authority to bind or manages a
or part of the assumed reinsurance business of a reinsurer, includ-
ing the management of a separate division, department, or under-
writing office, and acts as an agent for that reinsurer whether
known as a RM, manager, or otrher similar term. However, the
following persons are not considered a RM, with respect to that
reinsurer, _ior the purposes of sections 60A.70 to 60A.756:

(1) an employee of the reinsurer;

(2} a United States manager of the United States branch of an
alien reinsurer;

(3} an underwriting manager which, pursuant to contract, man-
ages all the reinsurance operations of the reinsurer, is under

common control with the reinsurer, subject to the holding compan
act, and whose compensation is not based on the volume of premi-
ums written; or

(4) the manager of a group, association, pool, or organization of
insurers which engage in Joint underwriting or joint reinsurance
and who are subject to examination by the Insurance commissioner
?_th_e state in which the manager’s principal business office is
ocated.

Subd. 9. [REINSURER.] “Reinsurer” means a person, firm, asso-
ciation, or corporation licensed in this state as an insurer with the
authority to assume reinsurance.
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Subd. 10. [TO BE IN VIOLATION.] “To be in violation” means
that the reinsurance intermediary, insurer, or reinsurer for whom
the reinsurance intermediary was acting failed to substantially
comply with the provisions of sections 60A.70 to 60A.756.

Subd. 11. [QUALIFIED UNITED STATES FINANCIAL INSTI-
TUTION.] “Qualified United States financial institution” means an
institution that:

{1) is organized, or in the case of a United States office of a forei
banking organization, is licensed, under the Taws of the Uniteg
States or any state;

(2) is regulated, supervised, and examined by United States
federal or state authorities having regulatory authority over banks
and trust companies; and

(3) has been determined by either the commissioner, or the
securities valuation office of the National Association of Insurance
Commissioners, to meet the standards of financial condition and
standing considered necessary and appropriate to regulate the
quality of financial institutions whose letters of credit will be
acceptable to the commissioner.

Sec. 3. [60A.71] (LICENSURE.]

Subdivision 1. [REINSURANCE INTERMEDIARY-BROKER RE-
QUIREMENTS.] No person, firm, association, or corporation shali
act as a RB in this state if the RB maintains an office either directly

or as a member or employee of a firm or association, or an officer,

director, or employee of a corporafion:

{2) in another state, unless the RB is a licensed producer in this

state or another state having a law substantially similar to this law
or the RB is licensed in this state as a nonresident reinsurance

intermediary.

Subd. 2. [REINSURANCE INTERMEDIARY-MANAGER RE-
QUTREMENTS.| No person, firm, association, or corporation shall
act as a RM:

(1) for a reinsurer domiciled in this state, unless the RM is a
licensed producer in this state;

(2) in this state, if the RM maintains an office either directly or as
a member or employee of a firm or association, or an officer, director,
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or employee of a corporation in this state, unless the RM is a
m:enseil producer in this state; or

(3) in another state for a nondomestic insurer, unless the RM is a
licensed producer in this state or another state having a law
substantially similar to this law or the person is licenses in this

state as a nonresident reinsurance intermediary.

Subd. 3. IBOND AND INSURANCE REQUIREMENTS FOR
REINSURANCE INTERMEDIARY-MANAGER.] The commissioner
may require a RM subject to subdivision 2 to:

(1) file a bond in an amount from an insurer acceptable to the

commissioner for the protection of the reinsurer; and

(2) maintain an errors and omissions policy in an amount accept-
able to the commissioner.

Subd. 4. [TERMS.] (a) The commissioner may issue a reinsurance
intermediary license to any person, firm, association, or corporation
who has complied with the requirements of sections 60A.70 to
60A.756. The iicense issued to a firm or association will authorize
all the members of the firm or association and any designated
employees to act as reinsurance intermediaries under the license
anj tgese ersons shall be named in the application and any
supplements to it. The license issued to a corporation shall authorize
g._lf o_’f the officers, and any designated employees and directors of the
corporation to act as reinsurance intermediaries on behalf of the
corporation, and all these persons shall be named in the application

and any supplements to it.

(b) If the applicant for a reinsurance intermediary license is a
nonresident, the applicant, as a condition precedent to receiving or
holding a license, shall designate the commissioner as agent for
service of process in the manner, and with the same legal effect,

rovided for by this act for designation of service of process upon
unauthorized insurers. The applicant shall also furnish the commis-
sioner with the name and address of a resident of this state upon
whom notices or orders of the commissioner or process affecting the
nonresident reingurance intermediary may be served. The Ticensee
shall promptly notify the commissioner in writing of every change
in its designated agent for service of process, and the change sEa-Il
not become effective until acknowledged by the commissioner.

Subd. 5. [REFUSAL TO ISSUE.] The commissioner may refuse to
issue a reinsurance intermediary license if, in the commissioner’s
Judgment, the applicant, anyone named on the application, or any
member, principal, officer, or director of the applicant, is not
trustworthy, or that any conirolling person of the a%E icant is not

trustworthy to act as a reinsurance intermediary, or that any of the
foregoing ﬁas given cause for revocation or suspension of the license,
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or has failed io comply with any prerequisite for the issuance of the
license. Upon written request, the commissioner will furnish a
summary o_i the basis for refusal to issue a license. This document is
privileged and not subject to chapter 13.

Subd. 6. [ATTORNEYS EXEMPTION.] Licensed attorneys at law
of this state when acting in their professional capacity as such are
exempt from this section.

Sec. 4. [60A.715] IREQUIRED CONTRACT PROVISIONS; REIN-
SURANCE INTERMEDIARY-BROKERS.]

Transactions between a EB and the insurer it represents in this
capacity shall only be entered into pursuant to a written authori-
zation, specifying the responsibilities of each party. The authoriza-

tion must, at a minimum, provide that:

(1) the insurer may terminate the RB’s authority at any time;

(2) the RB will render accounts to the insurer accurately detailing
all material transactions, including information necessary to sup-
port all commissions, charges, and other fees received by, or owin
to the RB, and remit all funds due to the insurer within 30 days %

(3) all funds collected for the insurer’s account will be held g_g the
RB in a fiduciary capacity in a bank that is a qualified United States
financial institution;

(4) the RB will comply with section 5;

(5) the RB will comply with the written standards established by

the insurer for the cession or retrocession of all risks; and

(6) the RB will disclose to the insurer any relationship with any
reinsurer to which business will be ceded or retroceded.

Sec. 5. [60A.72] [BOOKS AND RECORDS; REINSURANCE IN-
TERMEDIARY-BROKERS.]

Subdivision 1. [RECORDS OF TRANSACTIONS.] For at least _t.%g
ears after expiration of each contract of reinsurance transacted by
tiig RB, the _lgﬁ will keep a complete record for each transaction

showing:

(1) the type of contract, limits, underwriting restrictions, classes
or risks, and territory;

(2) period of coverage, including effective and expiration dates,
cancellation provisions, and notice required of cancellation;
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(3) reporting and settlement requirements of balances;

(4) rate used to compute the reinsurance premium;

(5) names and addresses of assuming reinsurers;

(6) rates of all reinsurance commissioners, including the commis-
sions on any retrocessions handled by the RB;

(7) related correspondence and memoranda;

(8} proof of placement;

(9) details regarding retrocessions handled by the RB including
the 1dentity of retrocessionaires and percentage of each contract
assumed or ceded;

(10) financial records, including, but not limited to, premium and
loss accounts; and

(11) when the RB procures a reinsurance contract on behalf of a
licensed ceding insurer:

(i) directly from any assuming reinsurer, written evidence that
the assuming reinsurer has agreed to assume the risk; or

(ii) if placed through a representative of the assuming reinsurer,
other than an employee, written evidence that such reinsurer has
delegated binding authority to the representative.

Subd. 2. [ACCESS BY INSURER. | The insurer will have access
and the right to copy and audit all accounts and records maintained
QXB_tﬁe_Rﬁ related to its business in a lorm usable by the insurer.

Sec. 6, [60A.725] IDUTIES OF INSURERS UTILIZING THE
SERVICES OF A REINSURANCE INTERMEDIARY-BROKER. ]

(a) An insurer shall not engage the services of a person, firm,
association, or corporation to act as a RB on itsFeEaif unless the
person is licensed as required by section 3, subdivision 1.

(b) An insurer may not employ an individual who is employed b
a RB with which it transacts business, unless the RB is und%
common control with the insurer and subject to chapter 60D.

(c) The insurer shall annually obtain a copy of statements of the
financial condition of each RB with which it transacts business.
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Sec. 7. [60A.73] [REQUIRED CONTRACT PROVISIONS; REIN-
SURANCE INTERMEDIARY-MANAGERS.]

Subdivision 1. [APPROVAL BY COMMISSIONER.| Transactions
between a RM and the reinsurer it represents in this capacity must
only be entered into pursuant to a written contract, specifying the
responsibilities of each party. The contract shall be approved by the
reinsurer’s board of directors. Al least 30 days before the reinsurer
assumes or cedes business through this producer, a true copy of the
approved contract must be filed with the commissioner for approval.
The Ee contract must, at a minimum, contain the provisions in subdi-
visions 2 to 14. B T o

Subd. 2. [TERMINATIONS.] The reinsurer may terminate the
contract for cause upon written notice to the RM. The reinsurer ma
immediately suspend the authority of the RM to assume or cede

business during the pendency of any dispute regarding the cause for
termination,

Subd. 3. [PERIODIC ACCOUNTING.] The RM will render ac-
counts to the reinsurer accurately detailing all material transac-
tions, including information necessary to support all commissions,
charges, and other fees received by, or owing to the RM, and remit
all EE d

nds due under the contract to the reinsurer on not less than a

monthly basis.

Subd. 4. [HANDLING OF FUNDS.] All funds collected for the
reinsurer’s account will be held by the RM in a fiduciary capaciiy in
a bank which is a qualified United States financial institution as
defined herein. The RM may retain no more than three months
estimated claims payments and allocated loss adjusiment expenses.
The RM shall maintain a separate bank account for each reinsurer
that 1t represents.

Subd. 5. [BUSINESS RECORDS.] For at least ten %ears after
expiration of each eontract of reinsurance transacted by the RM, the
will keep a complete record for each transaction showing:

(1) the type of contract, limits, underwriting restrictions, classes
or risks, and territory;

(2) period of coverage, including effective and expiration dates,
cancellation provisions and notice required of cancellation, and
disposition of outstanding reserves on covered risks;

(3) reporting and settlement requirements of balances;

(4) rate used to compute the reinsurance premium;

(5) names and addresses of reinsurers;
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(6) rates of all reinsurance commissions, including the commis-
sions on any retrocessions handled by the RM;

{7) related correspondence and memoranda;

(8) proof of placement;

{9) details regarding retrocessions handled by the RM, as permit-
ted by section 9, subdiviston 4, including the identity of retroces-
sionaires and percentage of each contract assumed or ceded,;

(10} financial records, including, but not limited to, premium and
loss accounts; and

(11) when the RM places a reinsurance contract on behalf of a
ceding insurer:

(i) directly from any assuming reinsurer, written evidence that
the assuming reinsurer has agreed to assume the risk; or

(ii} if placed through a representative of the assuming reinsurer,
other than an employee, written evidence that the reinsurer has

delegated binding authority to the representative.

Subd. 6. [REINSURER ACCESS TO RECORDS.] The reinsurer
will have access and the right to copy all accounts and records
maintained by the RM El_ates to its business in a form usable by the
reinsurer.

Subd. 7. [NONASSIGNMENT OF CONTRACT] The contract
cannot be assigned in whole or in part by the RM.

Subd. 8. [UNDERWRITING AND RATING STANDARDS.| The
RM will comply with the written underwriting and rating standards
established by the insurer for the acceptance, rejection, or cession of
all risks.

Subd. 9. [CHARGES AND COMMISSIONS. | The rates, terms and
purposes of commission, charges, and other fees which the RM may
levy against the reinsurer wiil be specified in the contract.

Subd. 10. [CLAIMS SETTLEMENT.] If the contract permits the
RM to settle claims on behalf of the reinsurer, the contract will
specify that:
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(i) has the potential to exceed the lesser of an amount determined
by the commissioner or the limit set by the reinsurer;

(ii) involves a coverage dispute;

(iii) may exceed the RM’s claims settlement authority;

(iv) is open for more than six months; or

(v) is closed by payment of the lesser of an amount set by the
commissioner or an amount set by the reinsurer;

(3) all claim files will be the joint property of the reinsurer and
RM. However, upon an order of liquidation of the reinsurer the files
become the sole property of the reinsurer or its estate. The RM shall
have reasonable access to and the right to copy the files on a timely

basis; and

(4) settlement authority granted to the RM may be terminated for
cause upon the reinsurer's written notice to the RM or upon the
termination of the contract. The reinsurer may suspend the setile-
ment authority during the pendency of the dispute regarding the
cause of termination.

Subd. 11. [INTERIM PROFITS.| If the contract provides for a
sharing of interim profits by the RM, interim profits will not be paid
until one year after the end of each underwriting period for propert
business and five years after the end of each underwriting perioﬁ for
casualty business, or a later period set by the commissioner for
specified lines of insurance, ans not until the adequacy of reserves
on remaining claims has been verified pursuant to section 9,
subdivision 3.

Subd. 12. [CERTIFIED FINANCIAL STATEMENT.] The RM will
annually provide the reinsurer with a statement of its financial
condition prepared by an independent certified accountant.

Subd. 13. |ON-SITE REVIEW BY REINSURER.] The reinsurer
shall periodically, at least semiannually, conduct an on-site review
of the underwriting and claims processing operations of the RM.

Subd. 14. |[DISCLOSURE OF INSURER RELATIONSHIP.| The
RM will disclose to the reinsurer any relationship it has with any

insurer before ceding or assuming any business with the insurer
pursuant to this contract.

Subd. 15. [RESPONSIBILITY OF REINSURER.] Within the
scope of its actual or apparent authority, the acts of the RM are
considered to be the acts og the reinsurer on whose behalf it 1s acting.
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Sec. 8. |60A.735] [PROHIBITED ACTS.]
The RM shall not:

(1) cede retrocessions on behalf of the reinsurer, except that the
RM may cede facultative retrocessions pursuant to obligatory fac-
ultative agreements if the contract with the reinsurer contains
reinsurance underwriting guidelines for these retrocessions. These
guidelines must include a list of reinsurers with which these
automatic agreements are in effect, and for each reinsurer, the
coverages and amounts or percentages that may be reinsured, and
commuission schedules;

(2) commit the reinsurer to participate in reinsurance syndicates;

(3) appoint any producer without assuring that the producer is
lawfully iicense to transact the type of reinsurance for which the
preducer is appointed;

(4) without prior approval of the reinsurer, pay or commit the
reinsurer to pay a claim, net of retrocessions, that exceeds the lesser
of an amount specified by the reinsurer or one percent of the
reinsurer’s policyholder’s surplus as of December 31 of the last

complete calendar year,

(5) collect any payment from a retrocessionaire or commit the
reinsurer to any claim settlement with a retrocessionaire, without

prior approval of the reinsurer. If prior approval is given, a report
must be promptly forwarded to the reinsurer;

(6) jointly employ an individual who is employed by the reinsurer
unless such RM is under common control with the reinsurer subject
to chapter 60D;

(7} appoint a sub-RM.

Sec. 9. [60A.74] {DUTIES OF REINSURER UTILIZING THE
SERVICES OF A REINSURANCE INTERMEDIARY-MANAGER.]

Subdivision 1. [LICENSED PERSONS TO BE USED.} A rein-
surer shall not engage the services of any person, firm, agsociation,

or cog%oration to act as a RM on its behalf unless the person is

licensed as required by section 3, subdivision 2.

Subd. 2. [ANNUAL FINANCIAL STATEMENTS TO BE OB-
TATNED.] The reinsurer shall annuailg obtain a copy of statements
whnic

of the financial condition of each the reinsurer has
engaged Frepared by an independent certified accountant in a form
acceptable to the commissioner.
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Subd. 3. [LOSS RESERVE QPINIONS.| If a RM establishes loss
reserves, the reinsurer shall annually obtain the opinion of an

actuary attesting to the adequacy of loss reserves established for
losses incurred and outstanding on business produced by the RM.
This opinion must be in addition to any other required r)és reserve
certification.

Subd. [BINDING AUTHORITY.] Binding authority for all
retrocessmnal contracts or participation in reinsurance syndicates
shall rest with an officer of the reinsurer who shall pot be a%flham

with the RM.

Subd. 5. [INOTIFICATION OF TERMINATION.| Within 30 days of
termination of a contract with a RM, the reinsurer sﬁarprowde
written notification of the termination to the commissioner.

Subd. [RESTRICTION ON BCGARD APPOINTMENTS.] A
remnsurer sha]] not appoint to its board of directors, any officer,
director, employee, controlling EHareholder or subpro&ﬁcler of its
RM. This subdivision does not a to relatlonshlps governed by

chapter 60D or, if applicable, tE producer controlled property/
casualty insurer act, article 13.

Sec. 10. [60A.745] [EXAMINATION AUTHORITY.]

(a) A reinsurance intermediary is subject to examination by the
commissioner. The commissioner shall have access to all Ezo

bank accounts, and records of the reinsurance intermediary in a a
form usable to the commissioner.

(b) A RM may be examined as if it were the reinsurer.

Sec. 11, [60A.75] [VIOLATIONS.]

Subdivision 1. [ADMINISTRATIVE AND CIVIL PENALTIES
AND LTABILITTES.] A reinsurance intermediary, insurer, or rein-
surer found b _)ilthe commissioner, after a hearing conducbed 1n

accordance ‘chapter 14, to be in violation of any provision of
sections 60A.70 to 60A.756, 56, shall:

(1) for each separate violation, pay a penalty in an amount not
exceeding $5,000;

(2) be subject to revocation or suspension of its license; and

(3} if a violation was committed by the reinsurance intermediary,
the reinsurance intermediary shalll :ake restitution to the insurer,
reinsurer, rehabilitator, or liquidator of the Insurer or reinsurer for
the net losses incurred by tlgle insurer or reinsurer attributable to

the violation.
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Subd. 2. [JUDICIAL REVIEW.] The decision, determination, or
ordeér of the commissioner pursuant to subdivision 1 is subject to

judicial review pursuant to chapter 14.

Subd. 3. [OTHER PENALTIES.] Nothing contained in this section
affects the right of the commissioner to impose any other penalties
provided in t_Ee insurance laws.

Sec. 12. [60A.755} [SCOPE.]

Nothing contained in sections 60A.70 to 60A.756 is intended to or
shall in any manner limit or restrict the rights of policyholders,
claimants, creditors, or other third parties or confer any rights to

these persons.
Sec. 13. [60A.756] (RULES.]

The commissioner may adopt rules for the implementation and
administration of sections 60A.70 to 60A.756.

Sec. 14. [EFFECTIVE DATE.]

Sections 60A.70 to 60A.756 are effective August 1, 1991. No
insurer or reinsurer may continue to utilize the services of a
reinsurance intermediary on and after that date unless utilization is
in compliance with this article.

ARTICLE 12
INSURANCE REGULATORY INFORMATION SYSTEM

Section 1. [60A.90] [SCOPE.]

Sections 60A.90 to 60A.94 apply to all domestic, foreign, and alien
insurers who are authorized to transact business in this state.

Sec. 2. {60A.91] [FILING REQUIREMENTS.]

(a) A domestic, foreign, and alien insurer who is authorized to
transact insurance in this state shall annually on or before March 1
of each year, file with the National Association of Insurance
Eiommisfioners_(hﬂﬂl(&iﬂfi a copy of its annual ;tgltemenT convention

ank, along with additional filings prescribe the commissioner
for the preceding year. The information filed with the National
Association of Insurance Commissioners must be In the same format
and scope as that required by the commissioner and must include
the signed jurat page and tﬁg actuanial certification. Amendments
and asgen

a to the annual statement ﬁlin% subsequently filed with
the commissioner must also be filed with the
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{b) Foreign insurers that are domiciled in a state that has a law
substantially similar to paragraph (a) is considered to be in compli-
ance with this section.

Sec. 3. [60A.92] [IMMUNITY.]

In the absence of actual malice, members of the NAIC, their dul
authorized committees, subcommittees, and task forces, their dele-

ates, NAIC employees, and all others charged with the responsi-
Eility of collecting, reviewing, analyzing, and disseminating the
information developed from the filing of the annual statement
convention blanks are acting as agents of the commissioner under
the authority of this act and are not subject o civil liability for libel,
slander, or any other cause of action Q% virtue of their collection,

0

review, and analysis or dissemination of the data and information
collected from the Tilings required under sections 60A.90 to 60A.94.

Sec. 4. [60A.93] [CONFIDENTIALITY.]

All financial analysis ratios and examination synopses concern-
ing insurance companies that are submitted to the department by
the National Association of Insurance Commissioners Insurance

Regulatory Information System are confidential and may not be
Hisciosea by the department.

Sec. 5. [60A.94] IREVOCATION OF CERTIFICATE OF AUTHOR-
ITY.]

The commissioner may suspend, revoke, or refuse to renew the
certificate of authority of an insurer failing to file its annual

statement when due or within any extension of time that the
commissioner, for good cause, may have granted.

Sec. 6. [EFFECTIVE DATE.]

Sections 60A.90 to 60A.94 are effective the day foliowing final
enactment.

ARTICLE 13

BUSINESS TRANSACTED WITH PRODUCER CONTROLLED
PROPERTY/CASUALTY INSURER

Section 1. [60J.01] [TITLE. |

Sections 60J.01 to 60J.05 may be cited as the business transacted
with producer controlled property/casualiy insurer act.

Sec. 2. [604.02] [DEFINITIONS.]
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Subdivision 1. [TERMS.] For the purposes of sections 60J.01 to
60J.05, the terms defined in this section have the meanings given
them, - T

Subd. 2. [PRODUCER.] “Producer” means an insurance broker or
brokers or any other person, firm, association, or corporation, when,
for any compensation, commission, or other thing of value, the
person, firm, association, or corporation acts or aids in any manner

in soliciting, negotiating, or procuring the making of any insurance
contract on Beﬁaif of an insured other than himself, herself] or itself.

Subd. 3. [REINSURANCE INTERMEDIARY.] “Reinsurance in-
termediary” means a person, firm, association, or corporation wha
acts as a producer in soliciting, negotiating, or procuring the
making of a reinsurance contract or gin&er on b?haif of a ceding
insurer or acts as a producer in accepting any reinsurance contract
or binder on behalf of an assuming insurer.

Subd. 4. [CONTROL.] “Control” or “controlled” means the posses-
sion, direct or indirect, of the power to direct or cause the direction
of the management and policies of a person, whether through the
ownership of voting securities, by contract other than a contract for
goods or nonmanagement services, or otherwise. Control is pre-
sumed to exist if a person, directly or indirectly, owns, contt%?,
holds with the powers {o vote, or holds proxies representing a
majority of the outstanding voting securittes of a_nl'lot er person. No

erson 1s considered to control another person solely by reason of
Eeing an officer or director of the other person.

Subd. 5. ILICENSED PROPERTY/CASUALTY INSURER.] “Li-
censed property/casualty insurer” or “insurer” means a person, firm,
assoclation, or corporation licensed to transact a property/casualty
insurance business in this state and that issues policies covered by
chapter 60C. The following are not licensed property/casually in-
surers for the purposes of sections 60.J.01 to 60.J.05:

(1) all nonadmitted insurers;

(2) all risk retention groups as defined in the Superfund Amend-
menis Reauthorization %ct o_? 1986, Public Law Number 99-499, 100
Stat. 1613 {1986) and the Risk Retention Act, United States Code,

(3) all residual market pools and joint underwriting authorities or
associations; and

(4) all captive insurers. This term includes insurance companies
owned_fﬁl another organization whose exclusive purpose is to insure
risks of the parent organization and affiliated companies or, in the
case of groups and associations, insurance organizations owned by
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the insureds whose exclusive purpose is to insure risks of member
organizations and/or group members and their affiliates.

Subd. 6. [INDEPENDENT CASUALTY ACTUARY.] “Indepen-
dent casualty actuary” means a casualty actuary who is a member
of the American Academy of Actuaries and who is not affiliated
with, nor an employee, principal, nor the direct or indirect owner of,
or in any way contro eDH by t_%e insurer or producer.

Subd. 7. [VIOLATION.] “Violation” means a finding by the
commissioner that:

(1) the controlling producer did not materially comply with
section 3;

(2) %}{g controlled insurer, with respect to business placed by the
controlling producer, engaged in a pattern of charging premiums
that were lower than those being charged by the insurer or other
insurers for similar risks written during the same period and placed
by noncontrolling producers, When determining whether premiums
were lower than those prevailing in the market, the commissioner

shall take into consideration applicable industry or actuarial stan-
dards at the time the business was written;

(3) the controlling producer failed to maintain records, sufficient:

(i) to demonstrate that the producer’s dealings with its controlled
insurer were fair and equit_ane and in compliance with chapter 60D;
an

{11) to accurately disclose the nature and details of its transactions
with the controlled insurer, including information necessary to
support the charges or fees to the respective parties;,

(4) the controlled insurer, with respect to business placed by the
controlling producer, either failed to establish or deviated from its
underwriting procedures;

(5) the controlled insurer’s capitalization at the time the business
was placed by the controlling producer and with respect to this
business was not in compliance with criteria established by the
commissioner or with the insurance Taw or rules adopted under it; or

(6) the controlling producer or the controlled insurer failed to
substantially comply with the insurance holding company act,
chapter 6013; and any rules adopted under it.

Sec. 3. [60J.03] [LIMITATION ON BUSINESS PLACED WITH
CONTROLLED INSURER.]




35th Dayl THURSDAY, APRL 18, 1991 2245

Subdivision 1. [PRODUCER LIMITATION.! No producer that has
control of a licensed property/casualty insurer may directly or
indirectly place business with the insurer in any transaction in
which the Emducer, at the time the business is Fl_azcea, 1s acting as
such on behall of the insured for any compensation, commission, or
other thing of value, unless:

(1) there is a written contract between the controlling producer
and the insurer, which contract has been approved by the board of
directors of the insurer;

deliver written notice to the prospective insured disclosing the
relationship between the producer and the controlled insurer. The
disclosure, signed by the insured, must be retained in the under-
writing file until the filing of the report on examination covering the
period in which the coverage is in e?fect._Except that, if the business
1s placed through a subproducer who is not a controlling producer,
the controlling producer shall retain in the producer’s records a
signed commitment from the subproducer that the subproducer is
aware of the relationship between the insurer and the preducer and
that the subproducer has or will notify the insured;

(2) the producer, before the effective date of the policy, shall

(3) all funds collected for the account of the insurer by the
controlling producer must be paid, net of commissions, cancella-
tions, and other adjustments, to the insurer no less often that

quarterly; -

(4) in addition to any other required loss reserve certification, the
controlled insurer sﬁé)[rl annually, on April 1 of each year, file with
the commissioner an opinion of an independent casuaity actuary, or
other independent Toss reserve specialist acceptable to the commis-
sioner, reporting loss ratios for each line of business written and
attesting to the adequacy of loss reserves established for losses
incurred and outstanging as of year-end, including incurred but not
reported, on business placed by the preducer; T

(6) the controlled insurer shall annually report to the commis-
sioner the amount of commissions paid to the priﬂuca',t_he percent-
age the amouni represents of SK net premiums written and
comparable amounts and percentage paid to noncontrolling produc-
ers for placements of the same kinds of insurance; and

(6) every controlled insurer shall have an audit committee of the
board of directors composed of independent directors. Before ap-
proval of the annual financial statement, the audit committee sha
meet with management, the insurer’s independent certified public
accountants, and an independent casualty actuary, or other inde-
pendent loss reserve specialist acceptable to the commissioner, to
review the adequacy of the insurer’s Toss reserves.
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Subd. 2. [REINSURANCE INTERMEDIARY LIMITATION.| No
reinsurance intermediary that has control of an assuming insurer
may directly or indirectly place business with the insurer in any
transaction in which the reinsurance intermediary is acling as a
broker on behalf of the ceding insurer. No reinsurance intermediary
that has control of a ceding insurer may directly or indirectly accept
business from the insurer in any transaction in which the reinsur-
ance intermediary 1s acting as a producer on behalf of the assuming
insurer. The prohibitions in this subdivision do not apply to a
reinsurance intermediary that makes a full and complete writien
disclosure to the parties of its relattonship with the assuming or
ceding insurer before completion of the transaction.

Sec. 4. [60J.04| [LIABILITY OF CONTROLLING PRODUCER IN
THE EVENT OF INSOLVENCY OF CONTROLLED INSURER.]

Subdivision 1. [INITIATION OF ACTION.] If the coramissioner
has reason to believe that a controlling producer has committed or
1s committing an act that could be determined to be a violation of
Eectiorﬁ; 60J.01 d@ 60J.05, the commissioner shall serve upon the
controlling producer, in the manner provided by chapier 14, a
statement o_é the charges and notice of a hearing tBX be coflducta in
accordance with chapter 14, af a time not less than 30 days after the
service of the notice and al a place fixed in the notice. -

Subd. 2. [HEARING.| At the hearing, the commissioner shall
establish that the controlling producer engaged in a violation of
sections 60J.01 to 60J.05. I[fe controlling producer shall have an
opportunity to be heard and to present evidence rebutiing the
cEarges an§ to establish that the insolvency of the confrolled insurer
arose out of events not attributable to the violation. The decision,
determination, or order of the commissioner is subject to judicial
review pursuant to chapter 14.

Subd. 3. IPENALTY.] Upon finding that the controlling producer
committed a violation, ang the controlling producer failed to estab-
Tish that the violation did not substantially contribute to the
insolvency, the controlling producer shall reimburse the state
guaranty funds for all payments made for losses, loss adjustment,
and administrative expenses on the business placed by the producer
in excess of gross earned premiums and investment income earne
on premiums and loss reserves for the business.

Subd. 4. [OTHER PENALTIES.| Nothing contained in this section
affects the right of the commissioner to impose any other penalties
provided for in the insurance laws.

Sec. 5. [60J.05] [SCOPE.]

Nothing contained in sections 60J.01 to 60J.05 is intended to or in
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manner alters or affects the rights of policyholders, claimants,
re{altors or other third parties.

Sec. 6. [EFFECTIVE DATE .}

This article is effective August 1, 1991,

ARTICLE 14
INSURANCE HOLDING COMPANY SYSTEMS

Section 1. Minnesota Statutes 1990, section 60A.07, subdivision
5d, is amended to read:

Subd. 5d. [APPLICATION.] All insurance companies shall meet
the requirements of subdivisions 5a to 5d, except as provided in this
subdivision. Any company authorized to transact a particular kind
of insurance as specified in section 60A.06, subdivision 1, on April 9,
1976 may continue until January 1, 1983 to conduct the same kind
of insurance by meeting and maintaining the applicable capital,
surplus, and guaranty fund requirements which were in effect
immediately prior to April 9, 1976. On and after January 1, 1983, all
companies shall be required to meet the applicable capital, con-
stantly maintained surplus, and guaranty fund requirements of
subdivisions 5a, 5b, and 5e¢.

Notwithstanding the foregoing provisions of this subdivision with
respect to the deferred date of compliance, after April 9, 1976:

(1) Any insurance company which seeks authority to transact an
additional kind of insurance shall, as a condition to the granting of
the authority, immediately comply with the applicable capital,
constantly maintained surplus, and guaranty fund requirements of
subdivisions 5a, 5b, and 5¢ for all of its authorized kinds of business.

(2) If any person acquires control of an insurance company, the
insurance company shall as of the date of the acquisition of control
comply with the applicable capital, constantly maintained surplus,
and guaranty fund requirements of subdivisions 5a, 5b, and 5¢ for
all of its authorized kinds of business. For purposes of this clause,
the term “control” shall be defined as provided in section 60B-01
600).15, subdivision 4, and the term “person” shall be defined as
provided in section 60D:01 60D.15, subdivision 7.

Sec. 2. [60D.15] IDEFINITIONS]

Subdivision 1. [TERMS.] For purposes of this article, the terms in
subdivisions 2 to 10 have the meanings given them, unless the
context otherwise requires.
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Subd. 2. [AFFILIATE.] An “affiliate” of, or person “affiliated”
with, a specific person, is a person that directly, or indirectl
throuFTl one or more intermediaries, controls, or is controiled by, or
is under common control with, the person specified.

Subd. 3. [COMMISSIONER.] The term “commissioner” means the
commissioner of commerce, the commissioner’s deputies, or the
commerce department, as appropriate.

Subd. 4. [CONTROL.] The term “control,” including the terms
“controlling,” “controlled by,” and “under common control with,”
means the possession, direct or indirect, of the power to direct or
cause the direcfion of the management a__m_i_rﬁo[icies of a person,
whether through the ownership of voting securities, by contract
other than a commercial contract for goods or nonmanagement
services, or otherwise, unless the power is the result of an official
position with or corporate office held by the person. Control is be
presumed to exist if any person, directly or indirectly, owns,
controls, holds with the power to vote, or holds proxies representin,
ten percent or more of the voting securities of any other person. This

resumption may be Eﬁum_ig a showing made in the manner
roviaeg by section 6, subdivision 11, that control does not exist in
fact. The commissioner may determine, after furnishing all persons
in mterest notice and opportunity to be heard and ma in_g specific
ﬁ}laings of fact to support such determination, that control exists in

act, notwithstanding the absence of a presumption to that effect.

Subd. 5. [INSURANCE HOLDING COMPANY SYSTEM.] An

Subd. 6. [INSURER.] The term “insurer” means a company
qualified and licensed by the commissioner to transact the business
of Insurance, but does not include an insurance solicitor, agent, or
agency. The term also does not include:

(1) agencies, authorities, or instrumentalities of the United
States, its possessions and territories, the commonwealih of Puerto
Rico, the District of Columbia, or a state or political subdivision of
a state;

(2) fraternal benefit societies; or

(3) nonprofit medical and hospital service associations.

Subd. 7. [PERSON.] A “person” is an individual, a corporation, a
partnership, an association, a joint stock company, a trust, an
unincorporated organization, any similar entity or any combination
of the foregoing acting in concert, but does not include any-joint
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venture partnership exclusively engaged in owning, managing,
Jeasing, or developing real or tangiBie personal property.

Subd. 8. [SECURITY HOLDER.] A “security holder” of a specified
person is one who owns any security of the person, including
common stock, preferred stoci(, debt obligations, and any other
security convertil5[e into or evidencing the right to acquire any
security of the person,

Subd. 9. [SUBSIDIARY.] A “subsidiary” of a specified person is an
affiliate controlled by the person directly or indirectly through one
or more intermediaries.

Subd. 10. [VOTING SECURITY.] The term “voting security”
includes any security convertible into or evidencing a right to
acguire a voting security.

Sec. 3. [60D.16] [SUBSIDIARIES OF INSURERS.]

Subdivision 1. [AUTHORIZATION.| A domestic insurer, either by
itself or in cooperation with one or more persons, may organize or
cquire one or more subsidiaries engaged in the following kinds of

usiness:

(1) any kind of insurance business authorized by the jurisdiction
inw icl'% it is incorporated;

(2) actin:g as an insurance broker or as an insurance agent for its
parent or for any of its parent’s insurer subsidiaries;

(3) investing, reinvesting, or trading in securities for its own

account, that of its parent, any subsidiary of its parent, or any
affiliate or subsidiary; T -

(4) management of any investment company subject to or regis-
tered pursuant to the Investiment Company Act of 1940, as
amended, including related sales and services;

(8) acting as a broker-dealer subject to or registered pursuant to
the Securities Exchange Act of 1934, as amended;

(6) rendering investment advice to governments, government
—_— 7 T s g
agencies, corporations, or other organizations or groups;

(7) rendering other services related to the operations of an
insurance business including, but not limited to, actuarial, loss
prevention, safety engineering, data processing, accounting, claims,
appraisal, and collection services,
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(8) ownership and management of assets that the parent corpora-
tion could itseif own or manage;

(9) acting as administrative agent for a governmental instrumen-
tality which is performing an insurance l'l%nctiﬂn;

(10) financing of insurance premiums, agents, and other forms of
consumer financing;

(11} any other business activity determined by the commigsicner
to be reasonably ancillary to an insurance business; and

(12) owning a corporation or corporations engaged or organized to
engage exclusively in one or more of the businesses specified in this
section,

Subd. 2. [ADDITIONAL INVESTMENT AUTHORITY.] In addi-

tion to investments in common stock, preferred stock, debf obliga-
tions, and other securities otherwise permitied, a domestic insurer

may also:

(a) Invest, in common stock, preferred stock, debt obligations, and
other securities of one or more subsidiaries, amounts that do not
exceed the Jesser of ten percent of the insurer’s assets or 50 percent
of the insurer’s surplus as regards policyholders, provided that after
the investments, the insurer’s surplus as regards policyholders will
be reasonable in relation to the insurer’s outstanding labilities and
adequate to its financial needs. In caleulating the amount of these
investments, investments in domestic or foreign insurance subsid-
iaries must be excluded, and there must be included:

(1) total net money or other consideration expended and obliga-
tions assumed in the acquisition or formafion of a msidiaggi
including all organizational expenses and contributions to capita
and sugpius of t_iie subsidiary whether or not represented by the
purchase of capital stock or issuance of other securities; and

(2) all amounts expended in acquiring additional eommon stock

referred stock, deét obligations, and other securities and g_ii
contributions to the capital or surplus, of a subsidiary subsequent to
its acquisition or formation.

(b) Invest any amount in common stock, preferred stock, debt
obligations, and other securities of one or more subsidiaries engaged
or organized to engage exclusively in the ownership and manage-
ment of assets authorized as investments for the insurer provided
that the subsidiary agrees to Timit iis investments in any asset so
that the investments will not cause the amount of the total invest-
ment of the insurer to exceed any of the investment limitations
specified in paragraph (a) or other statutes applicable to the insurer.
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For the purpose of this paragraph, “the total investment of the
Insurer’ includes:

(2) the insurer’s proportionate share of any investment in an asset
by any subsidiary of the insurer, which must be calculated %X
multiplying the amount of the subsidiary’s investment by the

percentage of the ownership of the subsidiary.

(c) With the approval of the commissioner, invest any greater
amount in common stock, preferred stock, debt obligations, or other
securities of one or more subsidiaries, if after the investment the
insurer’s surplus as regards policyholders will be reasonable in
relation to the insurer’s outstanding liabilities and adequate to its
financial needs.

Subd. 3. IEXEMPTION FROM INVESTMENT RESTRICTIONS.]
Investments in common stock, preferred stock, debt obligations, or
other securities of subsidiaries made pursuant to subdivision 2 are
not subject to any of the otherwise applicable restrictions or prohi-

bitions applicable to these investments of insurers.

Subd. 4. [QUALIFICATION OF INVESTMENT; WHEN DETER-
MINED.] Whether any investment pursuant to subdivision 2 meets
the applicable requirements is to be determined before the invest-
ment is made, by calculating the applicable investment limitations
as though the mvestment _:l'ﬁi_ already been made, taking into
account the then outstanding principal balance on all previous
investments in debt obligations, and the value of all previous
investments in equity securities as of thEH_de_lX they were made, net

i

of any return of capital invested, not including dividends.

Subd. 5. [CESSATION OF CONTROL.] If an insurer ceases to
control a subsidiary, it shall dispose of any investment in it made
pursuant to this section within three years from the time of the
cessation of control or within any further time the commissioner
prescribes, unless at any time after the investment has been made,
the investment meets the requirements for investment under any

other provision of law, and the insurer has notified the commis-

sioner of this fact.

Sec. 4. [60D.17] [ACQUISITION OF CONTROL OF OR MERGER
WITH DOMESTIC INSURER. ]

Subdivision 1. [FILING REQUIREMENTS.] No person other than
the Tssuer shall make a tender offer for or a request or invitation for
tenders of, or enter into any agreement to exchange securities or,
seek to acquire, or acquire, in the open market or otherwise, any
voting security of a domestic insurer if, after the consummation
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thereof, the person would, directly or indirectly, or by conversion or
by exercise of any right to acquire, be in control of_tzhe insurer. No
person shall enter into an agreement to merge with or otherwise to
acquire control of a domestic insurer or any person contrelling a
domestic insurer unless, at the time the offe—g request, or invitation
is made or the agreement is entered into, or before the acquisition of
the securities 1_% no offer or agreement is involved, the person has
filed with the commissioner and has sent to the insurer, a statement
containing the information required by this section and the offer,
request, invitation, agreement, or acquisition has been approved by
the commissioner 1n the manner prescribed in this section.

For ﬁugposes of this section, a domestic insurer includes a person
controlling a domestic insurer unless the person as determined by
the commissioner is either directly or through its affiliates prima-
rily engaged 1n business other than the business of insurance.
HE)XWever, the person shall file a preacquisition notification with the
cornmissioner containing the information set forth in section 5,
subdivision 3, paragraph (b), 30 days before the proposed effective
date of the acquisition. Failure to file is subject to section 5,
subdivision 5. For the purposes of this section, “person” does not
include an ?enﬁti@broﬁer holding, in the usuai and customary
brokers function, less than 20 percent of the voting securities of an
insurance company or of any person that controls an insurance

company.

Subd. 2. [CONTENT OF STATEMENT.) The statement to be filed
with the commissioner shall be made under oath or affirmation and
shall contain the following information:

(a) The name and address of each person by whom or on whose
behalf the merger or other acquisition of control referred to in
subdivision 1 is to be effected, hereinafter called "acquiring party”;
an

(1) if the person is an individual, the principal occupation and all
offices and positions held during the past five years, and QEX

conviction of crimes other than minor traffic violations during the
past ten years; and

(2) if the person is not an individual, a report of the nature of its
business operations during the past five years or for a lesser period
as the person and any predecessors have been in existence; an
informative description of the business intended to be done by the
person and the person’s subsidiaries; and a list of all individuals who
are or who have been selected to become directors or executive
officers of such person, or who perform or will perform functions

ap‘izm{gri;te to such positions. The list must include for each indi-
vidual the i

nformation required by clause (1).

(b) The source, nature, and amount of the consideration used or to
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be used in effecting the merger or other acquisition of control, a
description of any transaction in which funds were or are to be
obtained for this purpose, including any pledge of the Insurer’s
stock, or the stock of any of its subsidiaries or controlling affiliates,
and the identit of persons furnishing the consideration, provided,
however, that w'h?re a source of the consideration 1s a loan made in
the Tender’s ordinary course of business, the identity of the lender
shall temain confidential, if the person filing the statement so

requests.

(c) Fully audited finanecial information as to the earnings and

financial condition of each acquiring party for the preceding five
period

fiscal years of each acguirin§ party, or for a lesser period as the
acquiring party and any predecessors have been in existence, and
similar unaudited information as of a date not earlier than 90 days

before the filing of the statement.

(d) An, Elans or proposals that each acquiring party may have to
liquidate the insurer, to sell its assets or merge or consolidate it with

any person, or to make any other material cEarTg'e in its business or
corporate structure or management.

(e) The number of shares of any security referred to in subdivision
1 that each acquiring party proposes to acquire, and the terms of the
offer, request, invitation, agreement, or acquisition referred to in
subdivision 1, and a statement as to the method by which the
fairness of the proposal was arrived at. o

() The amount of each class of any security referred to in
subdivision 1 that is beneficially owned or concerning which there s
a right to acquire beneficial ownership by each acquiring party.

{g) A full description of any contracts, arrangements, or under-
standings with respect to any security referred to in subdivision 1 in
which any acquiring party 1s involved, including but not limited to,
transfer of any of the securtties, joint ventures, loan or option
arrangements, puts or calls, guarantees of loans, guarantees against
loss or guarantees of profits, division of losses or profits, or the
giving or withholding of proxies. The description must identify the
persons with whom the contracts, arrangements, or understandings
have been entered into. o

(h) A description of the purchase of any security referred to in
subdivision 1 éuﬁng@ calendar Eoﬁﬁs recefiin the filing of
the statement, t_)% %X acquiring party, including the dates of
purchase, names of the purcﬂasers, and consideration paid or agreed
to be paid for it.

(i) A description of any recommendations to purchase any securit;
referred to in subdivision 1 made during the 12 calendar months
preceding the filing of the statement, by any acquiring party, or by




2254 JournaL oF tHE HoUusg [35th Day

anyone based upon interviews or at the suggestion of the acquiring
party.

ers of, exchange offers for, and aﬁﬁeements to acquire or
exchange any securities referred to in subdivision 1 and, if distrib-
uted oi additional solicifing material relating to them.

j) Copies of all tender offers for, requests, or invitations for
teidors o e o

{k} The term of any agreement, contract, or understanding made
with or proposed_tcméz maae with any broker-dealer as to solicitation

of securities referred to In subdivision 1 for tender, and the amount
of any fees, commissions, or other compensation to be paid to

broker-dealers with regard fo it.

scribe as necessary or appropriate for the protection of policyhol
of the insurer or in the public interest.

(I) Additional information the commissioner may Q){ rule pre-
Sers

If the person required to file the statement referred to in subdi-
vision 1 is a partnership, limited partnership, syndicate, or other

oup, the co]rlnr?i;s.sior(lﬁr may Il;equire that {,lh_e information l%amed for
E aragraphs (a) to (I} must be given with respect to each partner
of t'Ee partnership or [imited partnership, each member of the
syndicate or group, and each person who controls the partner or
member. If a Eéartnerl member, or person is a corporation, or the
person required to file the statement referred to in subdivision 1 is
a corporation the commissioner may require that the information
called for by paragraphs (a) to (I) be given with respect to the
corporation, each oi%mer and director of the corporation, and each
person who is directly or indirectly the beneficial owner of more
than ten percent of the outstanding voting securities of the corpo-
ration.

If any material change occurs in the facts set forth in the
statement filed with the commissioner and sent to the insurer
pursuant to this section, an amendment setting forth the change,
together with copies of all documents and other material relevant to
the change, must be filed with the commissioner and sent to the
insurer within two business days after the person learns of the

change.

Subd. 3. [ALTERNATIVE FILING MATERIALS.] If any offer
request, Invitation, agﬁeementi or acquisition referred to in subdi-

viston 1 is proposed to be made by means of a registration statement
under the gecuritieé_ Act of 1933, or in circumstances requiring the
disclosure of similar information under the Securities Exchange Act
of 1934, or under a state law requiring similar registration or
disclosure, the person required to _f‘!l le the statement referred to in
subdivision 1 may utilize these documents in furnishing the infor-

mation called for by that statement.
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Subd. 4. [APPROVAL BY COMMISSIONER; HEARINGS.] (a)
The commissioner shall approve any merger or other acquisition of
control referred to in subdivision 1 unless, after a puEiic hearing,
the commissioner finds that:

{1} After the change of control, the domestic insurer referred to in
subdivision 1 would not be able to satisfy the requirements for the
issuance of a license to write the Tine or lines of insurance for which
it is presently licensed;

(2) The effect of the merger or other acquisition of control would be
substantially to lessen competition in insurance in this state or tend
to create a monopoly therein in applying the competitive standard
in this subdivision:

(i} the informational requirements of section 5, subdivision 3,

aragraph (b), and the standards of section 5, subdivision 4, para-
R—%P—ggap {c), shall apply;

(i1) the merger or other acquisition shall not be disapproved if the
commissioner finds that any of the situations meeting the criteria
provided by section 5, subdivision 4, paragraph (c), exist; and

(iii} the commissioner may condition the approval of the merger or
of disapproval within

other acquisition on the removal of the basis

a specified period of time;

(3) The financial condition of any acquiring party is such as mi%ht
jeopardize the financial stability of the insurer, or prejudice the

interest of its policyholders;, T

(4) The plans or proposals that the acquiring party has to
liquidate the insurer, sell its assets, or consolidate or merge it with
any person, or to make any other material change in its business or
corporate structure or management, are untair and unreasonable to
policyholders of the insurer and not in the public interest;

(5) The competence, experience, and integrity of those persons
who would control the operation of the insurer are such that it would
not be in the interest of policyholders of the insurer and of the public

to permit the merger or other acquisition of conirol; or

{6) The acquisition is likely to be hazardous or prejudicial to the
insurance buying public.

(b) The public hearing referred to in paragraph (a) must be held 30
days after the statement required by subdivision 1 is filed, and at
east 20 days notice of 1t shall be given by the commissioner to the
erson filing Che statement. Not less than seven days notice of the
public hearing shall be given by the person filing the statement to
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the insurer and to other persons designated by the commissioner.
Tﬁﬁ comlmissioner shall mpa{e aA determination within 30 days aflter
the conclusion of the hearing. At the hearing, the person filing the
statement, the insurer, any person to whom notice of hearing was
sent, and any other person whose interest may be affected by it ma

present evidence, examine and cross-examine witnesses, and offer
oral and written arguments and may conduct discovery proceedings
in the same manner as is presently allowed in the district courts o
this state. All discovery proceedings must be concluded not later
than three days before t_i1e start of the public hearing. ~

(c) The commissioner may retain at the acquiring person’s ex-

ense any attorneys, actuaries, accountants, and other experts not
otherwise a part of the commissioner’s staff as may be reasonably
necessary to assist the commissioner 1n reviewing the proposed

acquisition of control.

Subd. 5. [EXEMPTIONS.] This section does not apply to:

(1) Any transaction that is subject to section 60A.16, dealing with
the merger or consolidation of two or more insurers.

(2} Any offer, request, invitation, agreement, or acquisition that
the commissioner by order exempts from this section as (i) not
having been made or entered into for the purpose and not having the
effect of changing or influencing the control of a domestic insurer, or
(i) as otherwise not comprehended within the purposes of this

section.

Subd. 6. [VIOLATIONS.] The following are violationg of this
section:

(1) the failure to file any statement, amendment, or other mate-
rial required to be filed pursuant to subdivision 1 or 2; or

(2) the effectuation or any attempt to effectuate an acquisition of
control of, or merger with, a domestic insurer unless the commis-
sioner has approved it.

Subd. 7. [JURISDICTION, CONSENT TQ SERVICE OF PRO-
CESS.] The courts of this state have jurisdiction over every person
not resident, domiciled, or authorized to do business in this state
who files a statement with the commissioner under this section, and
overall actions involving the person arising out of violations of this
section, and the person 1s deemed to have performed acts equivalent
to and constituting an appointment by the person of the commis-
sioner to be the person’s true and lawful attorney upon whom may
be served all Tawful process 1n any action, suit, or proceeding arisin,
out of violations of this section. Copies of all fawful process shall be
served on the commissioner ané transmitted by registered or
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certified mail by the commissioner to the person at the person’s last
nown address.

Sec. 5. [60D.18] [ACQUISITIONS INVOLVING INSURERS NOT
OTHERWISE COVERED.|

Subdivision 1. [DEFINITIONS.] The following definitions apply
for the purposes of this section only:

(a) “Acquisition” means an agreement, arrangement, or activity
the consummation of which results in a person acquiring directly or
indirectly the control of another person, and includes, but i1s not
Timited to, the acquisition of voting securities, the acquisition of
assets, bulk reinsurance, and mergers.

{(b) An “involved insurer” includes an insurer that either acquires
or is acquired, 1s affiliated with an acquirer or acquired, or is the
result of a merger.

Subd. 2. [SCOPE.] (a) Except as exempted in paragraph (b), this
section applies to any acquisition in which there is a change in
control of an insurer authorized to do business in this state.

(b) This section does not apply to the following:

(1) an acquisition subject to approval or disapproval by the
commissioner pursuant to section 4;

(2) a purchase of securities solely for investment purposes so long
as such securities are not used by voting or otherwise to cause or
attempt to cause the substantial lessening of competition in any
insurance market in this state. If a purchase of securities results in
a presumption of control under section 2, subdivision 4, it is not
solely for investment purposes unless the commissioner of the
insurer’s state of domicile accepts a disclaimer of control or affirma-
tively finds that control does not exist and such disclaimer action or
affirmative finding 1s communicated by the domiciliary commis-
sioner to the commissioner of this state;

(3) the acquisition of a person by another person when both
ersons are neither directly nor through affiliates primarily en-
aged in the business of insurance, if preacquisition notification is
iled with the commissioner in accordance with subdivision 3,

paragraph (a), 30 days before the proposed effective date of the
acquisition. However, the preacquisition notification is not required

for exclusion from this section, if the acquisition would otherwise be
excluded from this section by any other clause of this paragraph;

(4) the acquisition of already affiliated persons;
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{(5) an acquisition if, as an immediate result of the acquisition;

(i} in no market would the combined market share of the involved

insurers exceed five percent of the total market;

(iii) in no market would the combined market share of the
involved insurers exceeds 12 percent of the total market; and the
market share Increases by more than two percent of the total
market.

For the purpose of this clause, a market means direct written
insurance premium in this state for a line of business as contained
in the annual statement required to be filed by insurers licensed to
do business in this state;

(6) an acquisition for which a preacquisition notification would be
required pursuant to this section due solely to the resulting effect on
the ocean marine insurance Iine of business; and

{7) an acquisition of an insurer whose domiciliary commissioner
afﬂrmativeiy finds that the insurer is in failing condition; there is a
lack of feasible alternative to improving the condition; the public
benefits of improving the insurer’s condition through the acquisition
exceed the public Eeﬁfits that would arise from nof lessening
competition; and the findings are communicated by the domiciliary
commissioner to the commissioner of this state.

Subd. 3. [PREACQUISITION NOTIFICATION; WAITING PE-
RIOD.T(a) An acquisition covered by subdivision 2 may be subject to
an order pursuant to subdivision 4 unless the acquiring person files
a preacquisition notification and the waiting period rilas expired.
The acquired person may file a preacquisition notification. The
commissioner shall give confidential treatment to information sub-
mitted under this section in the same manner as provided in section
9.

(b} The preacquisition notification must be in the form and
contain the information as prescribed by the National Association of
Insurance Commissioners relating to those markets that, under
subdivision 2, paragraph (b}, clause (5), cause the acquisition not to
be exempted from the provisions of this section, The commissioner
may require the additional matertal and mformation as the com-
missioner deems necessariy_' to determine whether the p_rop'ose

acquisition, if consummated, would violate the competitive standar

of subdivision 4. The required mformation may include an opinion of
an economist as to the competitive impact of the acquisition in this
state accompanied by a summary of the educafion and experience of
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the person indicating that person’s ability to render an informed
opinion.

(¢) The waiting period required begins on the date of receipt of the
commissioner of a preacquisition notification and ends on the earlier
of the 30th day after the date of its receipt, or termination of the
waiting period by the commissioner. Before the end of the waiting

eriod, the commissioner on a one-time basis may require the
submission of additional needed information relevant to the pro-
posed acquisition, in which event the waiting period shall_e&_iz_npﬂ?é
earlier of the 30th day after receipt of the aﬁditional information by
the commissioner or termination of the waiting period by ;E_%
commissioner.

Subd. 4. [COMPETITIVE STANDARD.] (a) The commissioner
may enter an order under subdivision 5 with respect to an acquisi-
tion if there is substantial evidence that the effect of the acquisition
may be substantially to lessen competition in any line of insurance
in tilﬁstate or tend to create a monopoly therein or if the insurer
fails to file adequate information in compliance with subdivision 3.

{(b) In determining whether a proposed acquisition would violate
the competifive standard of paragraph (a), the commissioner shall
consider the following:

(1) any acquisition covered under subdivision 2 involving two or
more insurers competing in the same market is prima facie evidence
of violation of the competitive standards:

(1) if the market is highly concentrated and the involved insurers
possess the following sEares of the market:

INSURER A INSURER B
4 percent 4 percent or more
10 percent 2 percent or more
15 percent 1 percent or more

(ii) or, if the market is not hiEhIX concentrated and the involved
insurers possess the following shares of the market:

INSURER A INSURER B
O percent 5 percent or more
10 percent 4 percent or more
15 percent 3 percent or more
19 percent 1 percent or more

A highly concentrated market is one in which the share of the four
largest insurers is 75 percent or more of the market. Percentages not
shown in the tables are interpolated proportionately to the percent-
ages that are shown. If more than two insurers are involved,
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exceeding the total of the two columns in the table is prima facie
evidence of violation of the competitive standard in paragraph (a).
For'the purpose of this clause, the insurer with the largest sﬁarm
the marEet shall be deemed to be insurer A. -

) TLlere is a significant trend toward increased concentration
when the aggregate market share of any grouping of the largest
insurers in the market, from the hv_o_l_aﬁ%t to t}{e eight largest, has
increased by seven percent or more of the markef over a period of
time extending from any base year five to ten years prior to the
acquisition up to the time of the acquisition. Any acquisition or
merger covered under subdivision 2 involving two or more insurers
competing in the same market is prima facie evidence of violation of
the competitive standard in clause (1) if: o o

(1) there is a significant trend toward increased concentration in
the market;

of such Jarge insurers showing the requisite increase in the
share, and

(ii) one of the insurers involved is one of the insurers in a groupin
market

(iti} another involved insurer’s market is two percent or more.

(3) For the purposes of paragraph (b):

(i) The term “insurer” includes any company or gzoulg of compa-
nies under common management, ownership, or control.

(ii) The term “market” means the relevant product and geograph-
ical markets. In determining the relevant product @ograpiiica]
markets, the commissioner shall give due consideration to, among
other things, the definitions or guidelines, if any, promulgated by
the National Association %f_' Insurance Commissioners and to infor-
mation, if any, submitted by parties to the acquisition. In the
absence Eﬁxﬁicient inforrﬁ%tion to the contrary, the relevant
product market is assumed fo be the direct written insurance

remium for a line of business, the [ine being that used in the
annual statement required to be filed by insurers doing business in

this state, and the relevant geographical market is assumed to be
this state.

(iii} The burden of showing prima facie evidence of violation of the
competitive standard rests upon the commissioner.

{iv) Even though an acquisition is not prima facie violative of the
competitive standard under paragraph (b), clauses (1) and (2), the

commissioner may establish the requisite anticompetitive effect
based upon other substantial evidence. Even though an acquisition
is prima facie violative of the competitive standard under paragraph
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{b), clauses (1) and (2), a party may establish the absence of the

requisite anticompetitive effect based upon other substantial evi-
ence. Relevant factors in making a determination under this

paragraph include, but are not limited to, the following: market
shares, volatility of ranking of market leaders, number of competi-

tors, concentration, trend of concentration in the industry, and ease
of entry and exit into the market.

(¢) An order may not be entered under subdivision 5 if:

(1) the acquisition will yield substantial economies of scale or
economies in resource utilization that cannot be feasibly achieved in
any other way, and the public benefits which would arise from such
economies exceed the public benefits which would arise from not
lessening competition; or

(2) the acquisition will substantially increase the availability of
insurance, and the ;fuBlic benefits of such increase exceed the public
benefits which would arise from not lessening competition.

Subd. 5. [ORDERS AND PENALTIES.] If an acquisition viclates
the standards of this section, the commissioner may enter an order:

(1) requiring an involved insurer to cease and desist from doing
business in this state with respect to the line or lines of insurance
involved in the violation; or

{2) denying the application of an acquired or acquiring insurer for
a [icense to do business in this state.

The order must not be entered unless there is a hearing, the notice
of the hearing is issued before the end of the waiting period and not
Tess than 15 days before the hearing, and the hearing is concluded
and the order is issued no later than 60 days after the end of the
waiting period. Every order must be accompanied by a written -
decision of the commissioner setting forth findings of fact and

conclusions of law.

An order entered under this paragraph shall not become final
earlier than 30 days after it is issued, durinE which time the
invo]ved insurer may submit a plan to remedy the anticompetitive

impact of the acquisition within a reasonable time. Based upon the
plan or other information, the commissioner shall specify the

conditions, if any, under the time period during which the aspects of
the acquisition causing a violation of the standards of this section
would be remedied and the order vacated or modified.

An order pursuant to this subdivision does not apply if the
acquisition is not consummated.
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Any person who violates a cease and desist order of the commis-
sioner and while the order is in effect, may after notice and hearing
and upon order of the commissioner, be subject at the discretion of
the commissioner to any one or more of the following: o

(1) a monetary penalty of not more than $10,000 for every day of
violation;

(2) suspension or revocation of the person’s license.

Agl insurer or other person who fails to make any filing required
by this section and who also fails to demonstrate a good faith effort
to comEIX with the filing requirement, is be subject to a Tine of not
more than $50,000.

Subd. 6. [INAPPLICABLE PROVISIONS.] Sections 11, para-
graphs (b) and (c); and 13 do not apply to acquisitions covered under

section 5, subdivision 2.

Sec. 6. [60D.19] [REGISTRATION OF INSURERS.]

Subdivision 1. [REGISTRATION.] Every insurer that is autho-
rized to do business in this state and tEat is a member of an
insurance holding company system shall register with the commis-
sioner, except a foreign insurer subject to registration requirements
and stanaaraas adopted by statute or regulation in the jurisdiction of

its domicile that are substantially similar to those contained in:

(1) this section;

(2) section 7, subdivisions 1, paragraph (a), 2, and 4; and

(3) either section 7, subdivision 1, paragraph (b), or a provision

such as the followin - Each registered insurer s all keep current the

information required to be disclosed in its registration statement by

reporting all material changes or additions within 15 days after tﬁg
E f ff ichit]

end of the month 1n which it learns of each such change or addition.

Any insurer that is subject to registration under this section shall
register within 15 days E.Jf'fér 1t becomes subject to registration, and
annually thereafter by March 1 of each year for the previous
calendar year, unless the commissioner for good cause shown
extends the time for registration, and then within such extended
time. The commissioner may require any insurer authorized to do
business in the state that 1s a member Ef‘}holding company system,
and that is not subject to registration under this section, to furnish
a copy of the registration statement, the summary specified in
subdivision 3 or other information filed gthe insurance company

with the msurance regulatory authority of domiciliary jurisdiction.
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Subd. 2. [INFORMATION AND FORM REQUIRED.] Every in-
gurer subject to registration shall file the registration statement on
a form prescribed by the National Association of Insurance Com-
missioners, which usXaTTEontain the following current information:

(1) the capital structure, general financial condition, ownership,
and managementi of the insurer and any person controiling the
insurer;

(2) the identity and relationship of every member of the insurance
holding company system,

(3) the following agreements in force, and transactions currentl
outstanding or that have occurred during the last calendar year
between the insurer and its affiliates:

(i) loans, other investments, or purchases, sales, or exchanges of
securities of the affiliates by the Insurer or of t_ﬁe insurer _XE its
affiliates;

(ii) purchases, sales, or exchange of assets;

(1ii) transactions not in the ordinary course of business;

{iv) guarantees or undertakings for the benefit of an affiliate
which result in an actual contingent exposure of the insurer’s assets
to liability, other than insurance contracts entered into in the

ordinary course of the insurer’s business;

(v) all management agreements, service contracts, and all cost-
sharing arrangements;

(vi) reingurance agreements;

(vi1) dividends and other distributions to shareholders; and

(viii) consolidated tax allocation agreements;

(4) any pledge of the insurer’s stock, including stock of an
subsidiary or controlling affiliate, for a loan made to any member o_%
the insurance holding company system; and

(5) other matters concerning transactions between registered
insurers and any affiliates as may be included from time to time in
any registration forms adopted or approved by the commissioner.

Subd. 3. {ISUMMARY OF REGISTRATION STATEMENT.] All
registration statements must contain a summary outlining all items
in the current registration statement representing changes from the
prior registration statement. T
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Subd. 4. IMATERIALITY.| No information need be disclosed on
the registration statement filed pursuant to subdivision 2 if the
information is not material for the purposes of this section. Unless
the commissioner by rule or order provides otherwise; sales, pur-
chases, exchanges, loans or extensions of credit, investments, or
guarantees involving one-half of one percent or less of an insurer's

admitted assets as of the 31st day of December next preceding shall

not be deemed material for purposes of this section.

Subd. 5. [REPORTING OF DIVIDENDS TO SHAREHOLDERS.]
Subject to section 6, subdivision 2, each registered insurer shall
report to the commissioner all dividends and other distributions to
shﬁarehﬁfde_rs within 15 business days following the declaration
thereof.

Subd. 6. [INFORMATION OF INSURERS.] Any person within an
insurance holding company system subject to registration shall be
required to provide complete and accurate information to an insurer
wﬁere such “information is reasonably necessary io enable the
insurer to comply with the provisions of this article.

Subd. 7. [TERMINATION OF REGISTRATION.] The commis-
sioner shall terminate the registration of any insurer which dem-
onstrates that it no Tonger 1s a member of an insurance holding
company system.

Subd. 8. [CONSOLIDATED FILING.] The commissioner may
require or allow two or more affiliated insurers subject to registra-
tion tfo file a consolidated registration stalement.

Subd. 9. [ALTERNATIVE REGISTRATION.] The commissioner
may allow an insurer that is authorized to do business in this state
and that is part of an insurance holding company system to register
o__n__BEHEIfB_} any affiliated insurer that is required to register under
subdivision I and to file all information and material required to be

filed under this section.

Subd. 10. [EXEMPTIONS.] The provisions of this section do not
apply to any insurer, information, or transaction if and to the extent
that the commissioner by rule or order shall exempt the same from
the provisions of this section.

Subd. 11. [DISCLAIMER.] Any person may file with the commis-
sioner a disclaimer of affiliation with any authorized insurer or the
disclaimer may be filed by the insurer or any member of an
ingurance holding company system. The _cfisEFaXimer shall fully
disclose all material relationships and bases for affiliation between
the person and the insurer as well as the basis for disclaiming the
affihation. After a disclaimer has been filed, the insurer shall be
relieved of ﬂ duty to register or report under this section that may

t

arise out of the insurers relationship with the person unless and
atlse out of the P Lhe pe and
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until %@ cominissioner disallows Fg disclaimer. The commissioner
shall disallow the disclaimer only after furnishing all parties in
interest with notice and opportunity to be heard and after making
specific findings of fact to support the disallowance.

Subd. 12. [VIOLATIONS.] The failure to file a registration state-

summary of the registration statement required by this

ment or an
section witlgun the time specified for the filing is a violation of this
section.

Sec. 7. [60D.20] [STANDARDS AND MANAGEMENT OF AN
INSURER WITHIN A HOLDING COMPANY SYSTEM.]

Subdivision 1. [TRANSACTIONS WITHIN A HOLDING COM-
PANY SYSTEM.] (a) Transactions within a holding company sys-

tem to which an insurer subject to registration is a party is subject
to the following standards:

(1) the terms shall be fair and reasonable;

(2} charges or fees for services performed shall be reasonable;

(3) expenses incurred and payment received shall be allocated to
the insurer in conformity with customary insurance accounting
practices consistently applied,

(4) the books, accounts, and records of each party to all such
transactions shall be so maintained as to clearly and accuratel
disclose the nature and details of the transactions including this
accounting information as is necessary to support the reasonable-
ness of the charges or fees to the respective parties; and

(5) the insurer’s surplus as regards policyholders following any
dividends or distributions to shareholder af'f;lliabes sha reason-
able in relation to the insurer’s outstanding liabilities and adequate

to its financial needs.

(b) The following transactions involving a domestic insurer and
any person in its holding company system may not be entered into
unless the insurer has notifleoa t_ﬁe commissioner in writing of its
intention to enter into the transaction at least 30 dalys prior thereto,
or a shorter period the commissioner permits, and the commissioner

has not disapproved it within this period.

(1) sales, purchases, exchanges, loans or extensions of credit,
guarantees, or investments provided the transactions are equal to or
exceed: (1) with respect to nonlife insurers, the lesser of three
percent of the insurer’s admitted assets, or 25 percent of surplus as
regards policyholders; (i1) with respect to [ife insurers, three percent
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of the insurer’s admitted assets; each as of the 31st day of December

next preceding; -

(2) loans or extensions of credit to any person who is not an
affiliate, where the Insurer makes the loans or extensions of credit
with the agreement or understanding that the proceeds of the
transactions, in whole or in substantial part, are to be used to make
Toans or extensions of credit to, to purchase assets of, or fo make
investments in, any affiliate of fhe insurer making such loans or
extensions of credit provided the fransactions are equal to or exceed:
(1) with respect to nonlife insurers, the lesser of three percent of the
insurer’s admitted assets or 25 percent of surplus as re_giaﬁg

olicyholders; (i1) with respect to life insurers, three percent of the
insurer’s admitted assets; each as of the 31st day of December next

preceding; .

(3) reinsurance agreements or modifications to those agreements
in which the reinsurance premium or a change in the insurer’s
liabilities equals or exceeds five percent of the insurer’s surplus as

regards policyholders, as of the 31st day of December next preced-

ing, including those agreements which may require asconsideration
the transfer of assets from an insurer to a nonaffiliate, if an
agreement or understanding exists between the insurer and nonaf-
iliate that any portion of such assets will be transferred to one or

more affiliates of the insurer;

(4) all management agreements, service contracts and all cost-
sharing arrangements; and

(5) any material transactions, specified by regulation, which the
commissioner determines may adversely affect the interests of the

insurer’s policyholders.

Nothing contained in this section authorizes or permits any
transactions that, in the case of an insurer not a member of the same

holding company system, would be otherwise contrary to law.

(c) A domestic insurer may not enter into transactions which are
Fg of a plan or series of Iik:e transactions with persons within the
olding company system 1f the purpose of those separate transac-
tions is to avoid the statutory threshold amount and thus avoid the
review that would occur otl‘_:erwise. If the commissioner determines
that the se%arate transactions were entered into over any 12-month

eriod for the purpose, the commissioner may exercise the authority
under section 12.

(d} The commissioner, in reviewing transactions pursuant to
aragraph (b), shall consider whether the transactions comply with
t'Ee stan%!aﬂ’l tﬁe

s set forth in paragraph (a), and whether they may
adversely affect the interests of policyholders.
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{e) The commissioner shall be notified within 30 days of grﬁl
investment of the domestic insurer in any one corporation if the
total investment in the corporation by the insurance holding com-
pany system exceeds ten percent of the corporation’s voting securi-
ties.

Subd. 2. [DIVIDENDS AND OTHER DISTRIBUTIONS.] (a} No
domestic insurer shall pay any extraordinary dividend or make any
other extraordinary distribution to its shareholders until: (1) 30
days after the commissioner has received notice of the declaration of
it and has not within the period disapproved the nt; or (2) the

ayme
commissioner has approved the payment within the 30-day period.

(b) For purposes of this section, an extraordinary dividend or
distribution includes any dividend or distribution of cash or other

roperty, whose fair market value together with that of other
Sivizien%s or distributions made within the preceding 12 months
exceeds the greater of (1) ten percent of the insurer’s surplus as
regards [Eﬁcyﬁolaers‘as?_ftﬁmst day of December next preceding;
or (2) the net gain from operations ﬁr%’he insurer, if the insurer is a
life insurer, or the net income, if the insurer is not a [ife insurer, not
including realized capital gains, for the 12-month period ending the
31st day of December next preceding, but does not include pro rata

istributions of any cl%s_o_g the insurer’s own securities. In defer-
mining whether a dividend or distribution is extraordinary, an
insurer other than aTife insurer may carry forward net income from
the previous two calendar yearsﬂ’ﬁﬁ; has not already been paid out
EJiviHean._This carry-forward is computed by taking the net
income from the second and third | preceﬁing c.fﬂ%n ar years, not
including realized cagital gains, less dividends paid in the second

and immediate preceding calendar years.

(c) Notwithstanding any other provision of law, an insurer ma
declare an extraordinaﬁ—ffividend or distribution that is conditiona
upon the commissioner’s approval, and the declaration shall confer
no rights upon shareholders until: (1) the commissioner has ap-
prove(;] the payment of such a dividend or distribution; or (2) the
commissioner has not disapproved the payment within the 30-day
period referred to above.

Subd. 3. IMANAGEMENT OF DOMESTIC INSURERS SUB-
JECT TO REGISTRATION.| (a) Notwithstanding the control of a
domestic insurer by any person, the officers and directors of the
insurer shall not tﬁ)éréﬁ)lri be relieved of any obligation or liability to
which they would otherwise be subject by law, and the insurer shall
be managed so as to assure its separate operating identity consistent
with this article.

(b) Nothing in this article precludes a domestic insurer from
having or sharing a common management use of personnel, prop-
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erty, or services with one or more other persons under arrangements
meeting the standards of section 7, paragraph (a), clause (1).

{¢c) Not less than one-third of the directors of a publicly traded
domestic insurer, and not less than one-third of the members of each
committee of the board of directors of any publicly traded domestic
insurer shall be persons who are ;@—cﬁcers or employees of the
insurer or of any entity controlling, controlled by, or under common
control with the insurer and who are not beneficial owners of a
controlling interest in the voting stock of the insurer or any such
entity. At least one such person must be included in any quorum for
the transaction of business at any meeting of ﬁq_ﬁoa_rg of directors
or any committee of the board.

(d) The board of directors of a publicly traded domestic insurer
shall establish an audit committee having a majority of directors
who are not officers or employees of the insurer or of any entity
controlling, controlled by, or under common control with the insurer
and who are not beneficial owners of a controlling interest in the
voting stock of the Insurer or any such entity. The committee shall
have @on%bﬂffy for selecting indegendent certified public ac-
countants and reviewing the scope and results of the independent

audit and any internal audit.

(e) Paragraphs (¢) and (d) do not apply to a domestic insurer if the
person controlling the insurer is an insurer, or a general business

corporation the priﬁﬁfp(af business of which is insurance, having a
ard of directors and committees of the board that meet the
requirements of paragraphs (c) and (d).

Subd. 4. [ADEQUACY OF SURPLUS.] For purposes of this
article, in determining whether an insurer's surplus as reg|ards

policyholders is reasonable in relation to the insurer’s outstandin
liabilities and adequate to its financial needs, the following Tactors,
among others, must be considered:

(1) the size of the insurer as measured by its assets, capital and
surplus, reserves, premium writings, insurance in force and other
appropriate criteria;

{2) the extent to which the insurer’s business is diversified among
the several lines of insurance;

(4) the extent of the geographical dispersion of the insurer’s
insured risks;

(5) the nature and extent of the insurer’s reinsurance program;
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(6) the quality, diversification and liquidity of the insurer’s
investment portfolio;

(7) the recent past and projected future trend in the size of the
insurer’s investment portfolig;

(8) the surplus as regards policyholders maintained by other
comparable insurers;

{9) the adequacy of the insurer’s reserves; and

{10) the quality and liquidity of investments in affiliates. The
commissioner maF treat any such investment as a disallowed asset

for purposes of determining the adequacy of surplus as regards
policyﬁoiaers whenever in tEe commissicner’s judgment the invest-
ment so warrants.

Sec. 8. [60D.21} {EXAMINATION.|

Subdivision 1. [POWER OF COMMISSIONER.] Subject to the
limitation contained in this section and in addition to the powers
that the commissioner has under chapter 60A relating to the
examination of insurers, the commissioner shall also have the power
to order any insurer registered under section 60D.19 to produce
records, bﬁﬁs, or other information papers in the possession of the
insurer or its affiliates as are reasonaEfy necessary to ascertain the
financial condition of the insurer or to determine compliance with
this article. In the event the insurer fails to comply with the order,
the commissioner shall have the power to examine the affiliates to
obtain the information.

Subd. 2. |(USE OF CONSULTANTS.] The commigsioner may
retain at the registered insurer’s expense the attorneys, actuaries,
accountants, and other experts not otherwise a part of the commis-
sioner’s staff that are reasonabl_Fnecessary to assist in the conduct

of the examination under subdivision 1. Any person so retained
shall be under the direction and control of tﬁe commissioner and

Subd. 3. [EXPENSES.] Each registered insurer producing for
examination records, books, and papers pursuant to subdivision 1 is
liable for and shall pay the expense of the examination in accor-
dance with section 60A.03.

Sec. 9. [60D.22] [CONFIDENTIAL TREATMENT.]

All information, documents, and copies of them obtained by or
disclosed to the commissioner or any other person in the course of an
examination or investigation mﬁze pursuant to section 7 and all
information reported pursuant to sections 5 and 6, shall be given
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confidential treatment and shall not be subject to subpoena and
shall not be made public by the commissioner, the National Asso-
ciation of Insurance Commissioners, or any other person, except to
insurance departments of other states, without the prior written
consent of the insurer to which it pertains unless the commissioner,
after giving the insurer and ifs affiliates who would be affected,
notice and opportunity to be heard, determines that the interest of
policyholders, shareholders, or the public will be served by the
publication, in which event the commissioner may publish all or any
part in the manner the commissioner considers appropriate.

Seec. 10. [60D.23] [RULES.]

The commissioner may adopt the rules and orders that are
necessary to carry out the provisions of this article.

Sec. 11. [60D.24] [INJUNCTIONS, PROHIBITIONS AGAINST
VOTING SECURITIES, SEQUESTRATION OF VOTING SECURI-
TIES.]

Subdivision 1. [INJUNCTIONS.] Whenever it appears to the
commissioner that QEX insurer or any director, officer, employee, or
agent of the insurer has committed_o_ls-i is about to commit a violation
gi this article or of any rule or order issued by the commissioner, the
commissioner %ﬁl apply to the district court for the county in which
the principal office of the insurer is located or if the insurer has no
such office in this state then to the districi court for Ramsey county
for an order enjoining the insurer or the director, officer, employee,
or agent of the insurer from violating or continuing to violate this
article or any rule or order, and for other equitable relief as the
nature of the case and the interest of the insurer’s policyholders,
creditors and shareholders, or the public requires.

Subd. 2. [VOTING OF SECURITIES; WHEN PROHIBITED.] No
security that is the subject of any agreement or arrangement
regarding acquisition, or that is acquired or to be acquired, in
contravention of the provisions of this article or of any ruie or order
issued by the commissioner may be voted at any shareholder’s
meeting, or may be counted for quorum purposes, and any action of
sharcholders requiring the affirmative vote of a percentage of
shares may be taken as though the securities were not issued and
outstanding. No action taken at the meeting shall be invalidated by
the voting of the securities, unless the action would materially affect
control of the insurer or unless the courts of this state have so
ordered. If an insurer or the commissioner has reason to believe that
any security of the insurer has been or is about to be acquired in
contravention of the provisions of this article or of any rule or order
issued by the commissioner, the insurer or the commissioner may
apply to the district court for the county in which the insurer has its
principal place of business to enjoin any offer, request, invitation,
agreement, or acquisition made in contravention of section 3 or any
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rule or order issued by the commissioner to enjoin the voting of any
security so acquired, to void any vote of the security already cast at
any meeting of shareholders and for other equita%le relief as the
nature of the case and the interest of the insurer’s policyholders,
creditor and shareholders, or the public requires.

Subd. 3. [SEQUESTRATION OF VOTING SECURITIES.] In any
case where a person has acquired or is proposing to acquire an
voting secuﬁtirzes in violation of this article or any rule or or_dé%
1ssued by the commissioner, the district court @Rézmsey county or
the district court for the county in which the insurer has its
principal place of business may, on such notice as the court considers
appropriate, upon the application of the insurer or the commissioner
seize or sequester any voting securities of the insurer owned directly

or indirectly by the person, and issue any order with reslgect thereto
as may be appropriate to effectuate the provisions of this article.

Notwithstanding an¥ other provisions of law, for the purposes of
this article the sites of the ownership of the securities of domestic
insurers shall be considered to be in this state.

Sec. 12.[60D.25] IRECEIVERSHIP]

Whenever it appears to the commissioner that any person has
committed a violation of this article that so impairs the financial
condition of a domestic insurer as to threaten insolvency or make
the further transaction of business by it hazardous te its policyhold-
ers, creditors, shareholders, or the public, then the commissioner
may proceed as provided in chapter 60B to take possessions of the
property of the domestic insurer and to conduct the business of that
1nsurer.

Sec. 13. [60D.26) [RECOVERY.]

(a) If an order for liquidation or rehabilitation of a domestic
insurer has been entered, the receiver appointed under the order
shall have a right to recover on behalf of the insurer, (1) from an
parent corporation or holding company or person or affiliate vﬂ%
otherwise controlled the insurer, the amount of distributions, other
than distributions of shares of the same class of stock, paid by the
insurer on its capital stock, or (2) any payment in the form of a

di 1

bonus, termination settlement or extraordinary lamp sum salary
adjustment made by the insurer or its subsidiary(s) to a director,
olfflcer, or employee, where the distribution o_r}l payment pursuant to
clause (1) or (2) is made at any time during the one year preceding
the petition for liguidation, conservation, ETe}EEifitation, as the
case may be, subject to the [imitations of paragraphs (b), (c), and (d).

(b) No such distribution shall be recoverable if the parent or
affiliate shows that when paid the distribution was la}WTu[ and
reasonable, and that the insurer did not know and could mnot




2272 JOURNAL OF THE Housk [35th Day

reasonably have known that the distribution might adversely affect
the ability of the insurer to fulfill its contractual obligations.

(c) Any person who was a parent corporation or holding compan
ora Eszon who otherwise controlled the insurer or affiliate at the
time such distributions were paid shall be liable up to the amount of
distributions or payments under paragraph (a), the person received.
aAﬂx person who otherwise controlled the insurer at the time the

istributions were declared is liable up to the amount of distribu-
tions the person would have received if they had been paid imme-
diately. If two or more persons are liable with respect to the same
Histrigutions, they are jointly and severally liable.

(d) The maximum amount recoverable under this subsection shall
be the amount needed in excess of all other available assets of the
impaired or insolvent insurer to pay the contractual obligations of
%;‘IE di_mpaireﬁ_r insolvent insurer and to reimburse any guaranty
unds.

(e) To the extent that any person liable under paragraph (c) is
insolvent or otherwise fails to pay claims ldé_lg from it pursuant to
this paragraph, its parent corporation or holding company or person
who otherwise controlled it at the time the distribution was paid, 1s
Jjointly and severely liable for any resulting deficiency in the amount

recovered from the parent corporation or holding company or person
who otherwise controlled it. o

Sec. 14. [60D.27] [REVOCATION, SUSPENSION, OR NONRE-
NEWAL OF INSURER'S LICENSE.]

Whenever it appears to the commissioner that any person has
committed a vio[atlon of this article that makes tEe continued
oEeration of an Insurer contrary to the interests of policyholders or
t

the public, the commissioner may, after giving notice and an
opportunity o be heard, determine o sus ng revoke, or refuse to
renew the insurer’s license or authority to %0 business in this state
for the period the commissioner finds is required for the protection
of policyholders or the public. The determination must be accompa-
niea by specific findings of fact and conclusions of law.

Sec. 15. [60D.28] [JUDICIAL REVIEW, MANDAMUS ]

(a) An¥ person aggrieved by any act, determination, rule or order,
or any other action of the commissioner pursuant to this article may
appeal therefrom to the district court for Ramsey county. The court
sEa]l conduct its review without a jury and by trial de novo, except
that if all parties, including the commissioner, so stipulate, the
review shall be confined to the record. Portions of the record may be
introduced by stipulation into evidence in a trial de novo as to those

parties so stipulated.
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(b) The filing of an appeal pursuant to this section shall stay the
application of t:he rule, order, or other action of the commissioner to
the appealing party unless the court, after giving the party notice
and an opportunity to be heard, determines that the stay would be
detrimental to the interest of policyholders, shareholders, creditors,
or the public. '

(c) Any person aggrieved by any failure of the commissioner to act
orTnéEX a determination required by this article may petition the
district court for Ramsey county for a writ in the nature of a
mandamus or a peremptory mandamus directing the commissioner
to act or make this determination immediately.

See. 16. [60D.29] [CONFLICT WITH OTHER LAWS.]

All laws and parts of laws of this state inconsistent with this
article are superseded with respect to matters covered by this
article.

Sec. 17. Minnesota Statutes 1990, section 79.34, subdivision 1, is
amended to read:

Subdivision 1. [CONDITIONS REQUIRING MEMBERSHIP] The
nonprofit association known as the workers’ compensation reinsur-
ance association may be incorporated under chapter 317A with all
the powers of a corporation formed under that chapter, except that if
the provisions of that chapter are inconsistent with sections 79.34 to
79.40, sections 79.34 to 79.40 govern. Each insurer as defined by
section 79.01, subdivision 2, shall, as a condition of its authority to
transact workers’ compensation insurance in this state, be a member
of the reinsurance association and is bound by the plan of operation
of the reinsurance association; provided, that all affiliated insurers
within a holding company system as defined in seetions 60D-01 to
60813 chapter 60D are considered a single entity for purposes of the
exercise of all rights and duties of membership in the reinsurance
association. Each self-insurer approved under section 176.181 and
each political subdivision that self-insures shzll, as a condition of its
authority to self-insure workers’ compensation liability in this state,
be a member of the reinsurance association and is bound by its plan
of operation; provided that:

(1) all affiliated companies within a holding company system, as
determined by the commissioner in a manner consistent with the
standards and definitions in seetions 60D-01 to 60D-13 chapter 60D,
are considered a single entity for purposes of the exercise of all
rights and duties of membership in the reinsurance association; and

(2) all group self-insurers granted authority to self-insure pursu-
ant to section 176.181 are considered single entities for purposes of
the exercise of all the rights and duties of membership in the
reinsurance association. As a condition of its authority to self-insure
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workers’ compensation liability, and for losses incurred after Decem-
ber 31, 1983, the state is a member of the reinsurance association
and is bound by its plan of operation. The commissioner of employee
relations represents the state in the exercise of all the rights and
duties of membership in the reinsurance association. The state
treasurer shall pay the premium to the reinsurance association from
the state compensation revolving fund upon warrants of the com-
missioner of employee relations. For the purposes of this section,
“state” means the administrative branch of state government, the
legislative branch, the judicial branch, the University of Minnesota,
and any other entity whose workers’ compensation liability is paid
from the state revolving fund. The commissioner of finance may
calculate, prorate, and charge a department or agency the portion of
premiums paid to the reinsurance association for employees who are
paid wholly or in part by federal funds, dedicated funds, or special
revenue funds. The reinsurance association is not a state agency.
Actions of the reinsurance association and its board of directors and
actions of the commissioner of labor and industry with respect to the
reinsurance association are not subject to chapters 13, 14, and 15.
All property owned by the association is exempt from taxation. The
reinsurance association is not cobligated to make any payments or
pay any assessments to any funds or pools established pursuant to
this chapter or chapter 176 or any other law.

Sec. 18. [REPEALER. ]

Minnesota Statutes 1990, sections 60D.01; 60D.02; 60D.03;

60D.04; 60D.05; 60D.06; 60ﬁ.07; 60D.08; 60D.10; 60D.11; 60D.12;
and 60D.13, are repealed.

Sec. 19. [EFFECTIVE DATE.]

This article is effective 30 days after its final enactment.

ARTICLE 15
LIFE REINSURANCE AGREEMENTS

Section 1. [60A.80] [ACCOUNTING REQUIREMENTS.]

Subdivision 1. [STANDARDS.] No life insurer subject to this
article shall, for reinsurance ceded, reduce any lability or establish
any asset in any financial statement filed with the department if, by
the terms-of the reinsurance agreement, in substance or effect, any
of the following conditions exist:

(1) the primary effect of the reinsurance agreement is to transfer
deficiency reserves or excess interest reserves to the books of the
reinsurer for a “risk charge” and the agreement does not provide for
significant participation _y_E “the reinsurer in one or more of the
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following risks: mortality, morbidity, investment, or surrender
benefit;

(2) the reserve credit taken by the ceding insurer is not in
compliance with the Insurance [aw or rules, including acfuarial
interpretations or standards adopted by the department;

{3) the reserve credit taken h%the ceding insurer is greater than

the underlying reserve of the ceding company supporting the policy
obligations transferred under the reinsurance agreement;

(4) the ceding insurer is required to reimburse the reinsurer for
negative experience under the reinsurance agreement, except that
neither offsetting experience refunds against prior years’ losses nor

ayment by the ceding insurer of an amount equal to prior years’
[osses upon \Eﬁmta% termination of in-force reinsurance by that
ceding insurer shall be considered such a reimbursement to the

reinsurer for negative experience;

(5) the ceding insurer can be deprived of surplus at the reinsurer’s
option or automatically upon the occurrence of some event, such as
the insolvency of the cedin% insurer, except that termination of the
reinsurance agreement by the reinsurer for nonpayment of reinsur-
ance premiums shall not be considered o be such a deprivation of

surplus; - -

(6) the ceding insurer must, at specific points in time scheduled in
the agreement, terminate or automatica“y recapture all or part of
the reinsurance ceded;

(7) no cash payment is due from the reinsurer, throughout the
lifetime of the reinsurance agreement, with all settlements prior to
the termination date of the agreement made only in a “reinsurance
account,” and no funds in such account are available for the
payment of benefits; or T T

(8) the reinsurance agreement involves the possible payment by
the ceding insurer to the reinsurer of amounts other than from
income reasonably expected from the reinsured policies.

Subd. gb [EXCEPTION.| Notwithstanding subdivision 1, a lilf_e
insurer subject to this article may, with the prior approval of the
commissioner of commerce take such reserve credit as the commis-
sioner considers consistent with the insurance law or rules adopted
under it, including actuarial interpretations or standards adopted

by the department.
Sec. 2. [60A.801] [WRITTEN AGREEMENTS.]

Subdivision 1. |REINSURANCE AGREEMENTS AND AMEND-
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MENTS.| No reinsurance agreement or amendment to any agree-
ment may be used to reduce any liability or to establish any asset in
any fnancial statement filed with the department, unless the
agreement, amendment, or a letter of intent has been duly executed
by both parties no later than the “as of date” of the financial
statement,

Subd. 2. [LETTERS OF INTENT.] In the case of a letter of intent,
a reinsurance agreement, or an amendment to a reinsurance agree-
ment must be executed within a reasonable period of time, not
exceeding 90 days from the execution date of the

the of the Jetter of intent, in
order for credit to be granted for the reinsurance ceded.

Sec. 3. [60A.802] [EXISTING AGREEMENTS. ]

Life insurers subject to this article may continue to reduce
liabilities or establish assets in financial statements filed with the
department for reinsurance ceded under types of reinsurance agree-
ments that would violale section 60A.13, subdivision 1, relating to
financial statements of insurers, thus, resulting in distorted finan-
cial statements which do not properly reflect the financial condition
of the ceding life insurer; section 60A.09, relating to reinsurance
reserve crﬁlts, thus, resulting in a ceding insurer improper]
reducing liabilities or establishing assets for reinsurance cegea; alﬁ
article 3, relating to creating a situation that may be hazardous to
policyholders gp_ﬁ the people of this state provﬁgﬁ that:

(1) the agreements were executed and in force before the effective
date of this article;

(2) no new business is ceded under the agreements after the
effective date of this article;

(3) the reduction of the liability or the asset established for the
reinsurance ceded is reduced to zero by December 31, 1992, or a later
date approved by the commissioner of commerce as a resulf of an
application made by the ceding insurer prior to December 31 of the
year in which this article becomes effective;

(4) the reduction of the liability or the establishment of the asset
is otherwise permissible under aﬁ other applicable provisions of the
insurance law or rules adopted under it, including actuarial inter-
pretations or standards adopted by the department; and

(5) the department is notified, within 90 days after the effective
date of this chapter, of the existence of these reinsurance agree-
ments and all corresponding credits taken in the ceding insurers
1990 annual statement.

Sec. 4. [EFFECTIVE DATE.]
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This article is effective January 1, 1992.

ARTICLE 16
LOSS RESERVE CERTIFICATION

Section 1. Minnesota Statutes 1990, section 60A.12, is amended
by adding a subdivision to read:

Subd. 10. [LOSS RESERVE CERTIFICATION.] Each domestic
company engaged in providing the types of coverage described in
section 60A.06, subdivision 1, clause (1), (2), (3), (5)%5), ®), (8), (9),
(a0, (in, (12), (13), or (14), must have its loss reserves certified to
annually by a qualified actuary. The company must file the certifi-
cation with the commissioner within 30 days of completion of the
certification. The actuary providing the certi%mation must not be an
employee of the company. This subdivision does not apply to
townSEip mutual companies.

ARTICLE 17
RICO

Section 1. Minnesota Statutes 1990, section 609.902, subdivision
4, is amended to read:

Subd. 4. [CRIMINAL ACT.} “Criminal act” means conduct consti-
tuting, or a conspiracy or attempt to commit, a felony violation of
chapter 152, or a felony viclation of section 297D.09; 299F.79;
299F.80; 299F.811; 299F.815; 299F.82; 609.185; 609.19; 609.195;
609.20; 609.205; 609.221; 609.222; 609.223; 609.2231; 609.228;
609.235; 609.245; 609.25; 609.27; 609.322; 609.323;, 609.342;
609.343; 609.344; 609.345; 609.42; 609.48; 609.485; 609.495;
609.496; 609.497, 609.498; 609.52, subdivision 2, if the offense is
punishable under subdivision 3, clause (3)(b); or clause {4¥e} or
3(d){v} or (vi); 609.53; 609.561; 609.562; 609.582, subdivision 1 or 2;
609.67; 609.687; 609.713; 609.86; 624.713; or 624.74. “Criminal act”
also includes conduct constituting, or a conspiracy or attempt to
commit, a felony violation of section 609.52, subdivision 2, clause
(3), (4}, (15), or (16) if the violation involves an insurance compan
as defined in section 60A.02, subdivision 4, a nonprofit health
service plan corporation regulated under chapter 62C, a health
maintenance organization regulated under chapter 62D, or a frater-
nal beneficiary association regulated under chapter 64B.

Sec. 2. [EFFECTIVE DATE.]

1 is effective August 1,
0

i
n or after that date.

Section

1991, and applies to crimes
committed
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ARTICLE 18
INVESTMENT POLICY

Section 1. [60A.112] [INVESTMENT POLICY REQUIRED.]

Each domestic company must have a written investment policy,
designed to provide guidance for investment decisions by manage-
ment. The policy must be approved by its board of directors. The
policy must be reviewed by the company’s board of directors and
reapproved no less often than once every 12 months. The investment
policy must address asset type diversification, diversification within
asget types, concentration risks, interest rate rigk, liquidity, fbreigzlI
investments, loans secured by real estate, and investment rea
estate. The policy must set forth, in detail, company practices
relating to internal controls regarding the delegation of investment
authority within the company.

The board of directors must also determine at least annually the
extent to which the company has complied with its investment
gglicz within the preceding 12 months and shall adopt a written

etermination.

The company must file, as an attachment to its annual statement,
a certification that:

(1) the company has a written investment policy meeting the

requirements of this section;

(2) the company’s board of directors has reviewed and approved or
reapproved tEe policy within the period covered by the annual
statement; and

(3) the company’s board of directors performed the compliance
review and made the written determination required by this section
within the period covered by the annual statement.

A company’s failure to meet the requirements of this section does
not affect its ability to enforce its legal or equitable rights with
respect to its investments.

Sec. 2. Minnesota Statutes 1990, section 621.045, subdivision 2, is
amended to read:

Subd. 2. [AUTHORIZATION AND WRITTEN INVESTMENT
POLICY REQUIRED.] A health maintenance organization shall not
make or engage in a loan or investment unless the loan or invest-
ment has been authorized or ratified by the board of directors or by
a committee supervising investments and loans. In addition, a
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health maintenance organization must comply with section
60A.112.

ARTICLE 19
VALUATION OF REAL ESTATE LOANS AND INVESTMENTS

Section 1. [60A.121] [DEFINITIONS.]

Subdivision 1. [APPLICATION.] The definitions in this section

apply to sections 60A.121 to 60A.127.

Subd. 2. [COMMERCIAL MORTGAGE LOAN.}] “Commercial
mortgage loan” means a loan by an insurer secured by a mortgage
on commercial real estate. “Commercial mortgage Blaﬁ” does not
incfude Joans secured by residential real estate containing four or

fewer dwelling units or agricultural real estate.

Subd. 3. [DELINQUENT MORTGAGE LOAN.] “Delinquent mort-
gage Joan” means a loan 90 days delinquent on a required payment
of principal or interest.

Subd. 4. [DISTRESSED MORTGAGE LOAN.] “Distressed mort-
gage loan” means a loan, other than a delinquent loan, that is
determined by the management of the insurer, in the exercise of its
prudent investment judgment, to involve circumstances that create
a reasonable probability that the loan Q?X become a delinquent
mortgage loan or a mortgage loan in foreclosure.

Subd. 5. [INDEPENDENT APPRAISER.] “Independent ap-
praiser” means a person, not employed by the insurer or by an
investment advisor to the insurer, who develops and communicates
real estate appraisals and holds a current, vahg license issued under

section 82B.02, or a similar law enacted by another state.

Subd. 6. [INTERNAL APPRAISAL.] “Internal appraisal” means
an appraisal to determine current market value made by an

internal appraiser and based upon an evaluation of:

(1} the property based upon a physical inspection of the premises;

(2) the current and expected stabilized cash flow generated by the
property;

(3) the current and expected stabilized market rents in the
geographic market where the property is located; and

(4) the current and stabilized occupancy rates for the geographic
market where the property is locatei. -
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Subd. 7. [INTERNAL APPRAISER.| “Internal appraiser” means
an individual:

(1) employed by an insurer or investment advisor to an insurer;

(2) who has training and experience qualifying the individual to
appraise the value of commercial real estate;

(3) whose direct or indirect compensation is not dependent upon
the outcome of the appraisals performed under sections 60A.121 to
60A.126; and

(4) who has direct reporting access to the chief investment officer
of the insurer.

Subd. 8. [INSURER.] “Insurer” means a domestic insurance
company.

Subd. 9. [MORTGAGE LOAN IN FORECLOSURE.] “Mortgage
loan in foreclosure” means (1) a loan in the process of foreclosure
including the time required for expiration of any equitable or
statutory redemption rights; (2) a Toan to a morigagor who is the
subject of a2 bankruptcy petition and who is not making regular
monthly payments; or ;3; a loan secured by Eﬂ_mongafge on real

estate that 1s subject to a senior mortgage or other lien that is being

foreclosed.

Subd. 10. [PERFORMING MORTGAGE LOAN.] “Performing
mortgage foan” means a mortgage loan current in payment or net in
istress.

Subd. 11. [REAL ESTATE OWNED.] “Real estate owned” means
real property owned and acquired by an insurer through or in Tieu of

foreclosure and as to which all equitable or statutory rights of
redemption have expired.

Subd. 12. [RESTRUCTURED MORTGAGE LOAN.] “Restructured
mortgage [oan” means a loan where:

(1) material delinquent payments él' accrued interest are capital-
ized and added to tge balance of an outstanding loan; or

(2) the insurer has abated or reduced interest payments below
market rates existing at the date of restructuring.

Sec. 2. [60A.122] [REQUIRED WRITTEN PROCEDURES.]

An insurer shall establish written procedures, approved by the
company’s board of directors, for the valuation of commercial
mortgage loans and real estate owned. The procedures must be
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made available to the commissioner upon request. The commis-
sioner shall review the insurer’s compliance with the procedures in
any examination of the insurer under section 60A.031.

Sec. 3. [60A.123] [VALUATION PROCEDURE. |

Subdivision 1. [REQUIREMENT.} An insurer shall value its
commercial mortgage loans and real estate acquired through fore-
closure of commercial mortgage loans as provided in this section for
the purpose of establishing reserves or carrying values of the
investments and for statutory accounting purposes.

Subd. 2. [PERFORMING MORTGAGE LOAN.] A performing
mortgage loan must be carried at its amortized acquisition cost.

Subd., 3. [DISTRESSED MORTGAGE LOAN.] (a) The insurer
shall make an evaluation of the appropriate carrying value of its
commercial mortgage loans which 1t classifies as %istresseﬂ mort-
%age loans. The carrying value must be based upon one or more of
the following groceﬁures:

(1) an internal appraisal;

(2) an appraisal made by an independent appraiser;

(3) the value of guarantees or other credit enhancements related
to the Toan; or

(4) other quantitative data which provides meaningful informa-
tion to the management of the insurer regarding the market value
of the property.

(b) The insurer may determine the call'_rzing value of its distressed
mortgage loans through either .‘:1_n1 evaluation _(l)f each specific dis-
tressed mortgage loan or by a sampling methodology. Insurers usin
a samplin metﬁtﬂﬁlﬁﬁ—éﬁall identify a sampling of its distresses
mortgage loans that represents a cross section of a_il of its distressed
mortgage loans. The insurer shall make an evaluation of tlz__ﬁe
agpropriate ¢ ging value for each sample loan. The car,[ying value
of all of the insurer's distressed mortgage Toans must be the same
Eercentage of thelt amortized acquisition cost as the sample loans.

e carrying value must be based upon an internal appraisal or an
appraisal conducted by an independent appraiser.

{c) The ingurer shall either take a charge against its surplus or
establish a reserve for the difference between the carrying value and
the amortized acquisition cost of its distressed mortgage loans.

Subd. 4. [DELINQUENT MORTGAGE LOAN.] (a) The insurer
shall make an evaluation of the appropriate carrying value of each
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delinquent mortgage loan. The carrying value must be based upon
one or more of tEe %ollowing procedures: o

(1) an internal appraisal;

{2) an appraisal by an independent appraiser;

(3} the value of guarantees or other credit enhancements related
to the loan; or

(4) other quantitative data which provides meaningful informa-
tion to the management of the insurer regarding the market value
of the property.

(b} The insurer shall either take a charge against its surplus or
establish a reserve for the difference between the carrying value and
the amortized acquisition cost of its delinquent mortgage loans.

Subd. 5. [RESTRUCTURED MORTGAGE LOAN.| (a) The insurer
shall make an evaluation of the appropriate carrying value of each
restructuredTnortga%e Toan. The carrying value must be based upon

one or more of the following procedures:

(1) an internal appraisal,

(2) an appraisal by an independent appraiser;

(3) the value of guarantees or other credit enhancements related
to the Joan; or

(4) other quantitative data which provides meaningful informa-
tion to the management of the insurer regarding the market value
of the property.

(b) The insurer shall either take a charge against its surplus or
establish a reserve for the difference between the carrying value and
the amortized acquisition cost of its restructured mortgage loans.

Subd. 6. [MORTGAGE LOAN IN FORECLOSURE.] (a) The in-
surer shall make an evaluation of the appropriate carrying value of
each mortgage loan in foreclosure. T Ee carrying value must be
based upon an appraisal made by an independent appraiser.

{b) The insurer shall take a charge against its su?lus for the
difference between the carrying value and the amortized acquisition
cost of its mortgage loans 1n the process of foreclosure.

Subd. 7. [REAL ESTATE OWNED.] (a) The insurer shall make an
evaluation of the appropriate carrying value of real estate owned.
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The carrying value must be based upon an appraisal made by an
independent appraiser.

(b) The insurer shall take a charge against its surplus for the
difference between the carrying value and the amortized acquisition

cost of real estate owned.

Sec. 4. [60A.124] [INDEPENDENT AUDIT.|

The audit report of the independent certified public accountant
which prepares the audit of an insurer’s annual statement as
required under section 60A.13, subdivision 3, paragraph (a), must
contain findings by the auditor that:

(1) the insurer has adopted valuation procedures meseting the
minimum standards required in section 60%.123; and

(2) the procedures adopted by the board of directors have been
uniformly applied by the insurer in conformance with this section.

Sec. 5. [60A.125] [APPRAISAL BY INDEPENDENT AP-
PRAISER.]

Subdivision 1. [MORTGAGE LOANS IN THE PROCESS OF
FORECLOSURE.] An insurer may rely upon an appraisal by an
independent appraiser to determine the carrying value of mortgage
oans in the process of foreclosure only if the date of the appraisal is
within six months of the date the Toreclosure procedure is %eg-un. I

no appraisal exists, the insurer shall acquire an appraisal within six
Hontﬁs after the foreclosure proceeding has begun. —
Subd. 2. [REAL ESTATE OWNED.] An insurer may rely upon an
a raisaTl_)_'{_ an independent appraiser to determine the carryi
value of real estate owned only i% the date of the appraisal is with

in
of 1if 1s within
six months of the date when title to the property was ac?uirea. If no

appraisal exists, the insurer shall acquire an appraisal within six
months after title to the property is acquired.

Subd. 3. [CHARGE TAKEN.] An insurer shall take a charge
against the surplus for mortgage loans in the process of foreclosure
and real estate owned in the ilrst calendar year in which it holds a
current appraisal made by an independent appraiser as provided in
this section.

Sec. 6. [60A.126] [BOARD REPORT]

The management of the insurer shall make periodic reports, at
least annua[f , to its board of directors, or an appropriate committee

of the board, as to the application of the insurer’s valuation
procedures adopted under sections 60A.121 to 60A.127.
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Sec, 7. |60A.127] [ INDEPENDENT APPRAISALS OF CERTAIN
PROPERTIES]

Each domestic insurer that does not obtain independent apprais-
als of all distressed, delinquent, and restructured mortgage foans
shall obtain independent appraisals of a random sam ie of those
loans. The independent appraisals must be obtained by the insurer
no later than 60 days af'fgr the insurer determines the appropriate
carrying value. The ioans to be included in the sample do not include
oans for which the carrying value was determined on the basis of
wrantees or other credit enhancements. The independent apprais-
als must be kept in the insurer’s records and must be avallaEIe to
the commissioner upon request. Each insurer must file with the
commissioner an annual report listing each mortgage loan for which
the insurer obtained an independent appraisal unaer this section
and showing for each of those loans the appraisal value, the carryin
value determined by the insurer, @tf’lxer information requireg b
the commissioner. The commissioner may by rule specify the

rcentage of distressed, delinquent, and restructured loans for
w:ﬁicﬁ the insurer must obtain an independent appraisal and may by
rule specify a procedure for determining how to 1§entif the s eciﬁ%
loans Eor wﬂi—ch an appraisal 1s required. Unless and untimcé rules
are adopted, each domestic insurer must:

(1) obtain an independent appraisal of five percent of its dis-

tressed, delinquent, or restructured loans that qualify under this

section; and

(2) establish a uniform system of assigning sequential numbers to
its distressed, delinquent, or rest?uctureil loans that qualify under
this section, based upon the date on which a Joan first enters one of
those cate%()riesz and then obtain an independent appraisal of every
twentieth loan

ARTICLE 20
ASSUMPTION REINSURANCE

Section 1. Minnesota Statutes 1990, section 60A.09, is amended
by adding a subdivision to read:

Subd. 4a. [ASSUMPTION REINSURANCE REGULATED.] No
life company, whether domestic, foreign, or alien, shall perform an
assumption reinsurance agreement, with respect to a policy 1ssued
to a Minnesota resident, unless:

(1) the assumption reinsurance agreement has been filed with the
commissioner;

(2) the assumption reinsurance agreement specifically provides
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that the original insurer remains liable to the insured or the
original insurer acknowledges in writing to the commissioner that it
remains liable to the insured;

(3) the proposed certificate of assumption to be provided to the
olicyholder _Eas been filed with the commissioner for review and
approval as provided in section 61A.02; and

(4) the proposed certificate of assumption contains, in bold face
type, the %ol[owing Tanguage:

“Policyholder: Please be advised that mll.l retain all rights with
respect to your policy against your o_ri%{ina insurer. Your original
insurer remains [iagle to you notwithstanding the terms of its
assumption agreement.”

Clauses (2} and (4) above do not apply if the policyholder consents
ina siF-%ed writing to a release of the original insurer from liability,

rovided that the consent form signed by the policyholder has been
Ellea with and approved by the commissioner.

ARTICLE 21
MISCELLANEOUS

Section 1. Minnesota Statutes 1990, section 60A .03, subdivision 5,
is amended to read:

Subd. 5. [EXAMINATION FEES AND EXPENSES.| When any
visitation, examination, or appraisal is made by order of the eom-
missioner, the company being examined, visited, or appraised,
including fraternals, township mutuals, reciprocal exchanges, non-
profit service plan corporations, health maintenance organizations,
vendors of risk management services licensed under section 60A.23,
or self-insurance plans or pools established under section 176.181 or
471982, shall pay to the department of commerce the necessary
expenses of the persons engaged in the examination, visit, or
appraisal or desk audits of annual statements and records per-
formed by the department other than at the company’s premises
plus the per diem salary fees of the employees of the department of
commmerce who are conducting or participating in the examination,
visitation, or appraisal. The per diem salary fees may be based upon
the approved examination fee schedules of the National Association
of Insurance Commissioners or otherwise determined by the com-
missioner. All of these fees and expenses must be paid into the
department of commerce revolving fund.

Sec. 2. Minnesota Statutes 1990, section 60A.27, is amended to
read:
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60A.27 [DISCIPLINE OF INSURER BY ANOTHER STATE;
NOTICE TO COMMISSIONER. ]

Subdivision 1. An insurance company licensed to transact busi-
ness in this state is hereby required to notify the commissioner of
commerce within 30 ten business days of the happening of any one
or more of the following:

(1) the suspension or revocation of its right to transact business in
another state;

(2} the receipt by the insurance company of an order to show why
its license should not be suspended or revoked; or

(3) the imposition of a penalty by any other state for any violation
of the insurance laws of such other state.

Subd. 2. Any insurance company which fails to notify the commis-
sioner of commerce within 30 deys ef the happening of any of the
-ghall be the time period specified in subdivision 1 is

subject to a penalty of not more than $500, or suspension, or both.

Sec. 3. Minnesota Statutes 1990, section 60C.03, subdivision 8, is
amended to read:

Subd. 8. “Insolvent insurer” means an insurer licensed to transact
insurance in this state, either at the time the policy was issued, or
when the insured event occurred, and against whom an order of
liquidation with a finding of insolvency has been entered after April
30, 1978 by a court of competent jurisdiction, in the insurer’s state of
domicile or of this state, under the provisions of chapter 60B, and
which order of liquidation has not been stayed or been the subject of
a writ of supersedeas or other comparable order. An insurer placed
under adminigtrative supervision under article 2 or determined to
be in hazardous financial condition under article 3 is not an

insolvent insurer as a result of that placement or determination.

Sec. 4. Minnesota Statutes 1990, section 60C.14, subdivision 2, is
amended to read:

Subd. 2. [OPTIONAL POWERS AND DUTIES.] The commis-
sioner may:

(a) Require the association to notify the insureds of any insurer
undergoing liquidation and any other interested parties of their
possible rights under Laws 1971, chapter 145. Notification shall be
by mail at their last known address, where available, but if sufficient
information for notification by mail is not available, notice by
publication in a newspaper of general circulation shall be sufficient.
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(b) Suspend or revoke, after notice and hearing, the certificate of
authority to transact insurance or to execute surety bonds in this
state of any member insurer which fails to pay an assessment when
due or fails to comply with the plan of operation. As an alternative,
the commissioner may levy a fine on any member insurer which fails
to pay an assessment when due. The fine shall not exceed five
percent of the unpaid assessment per month, except that no fine
shall be less than $100 per month.

{c) Revoke the designation of any servicing facility if the commis-
sioner finds claims are being handled unsatisfactorily.

(d) Disclose to the board of directors information regarding any
member insurer, or anlx company seeking admission to transact
insurance business in t

is state, whose financial condition may be

hazardous to policyholders or to the public. This disclosure does not

violate any data privac regui?ement or any obligation to treat the
. 18

information as privilege isclosure does not change the data
EJrivacX or privileged status of the information. Board members
shall not disclose t:Ee information to anyone else or use the infor-
mation for any purpose other than their duties as board members.

Sec. 5. Minnesota Statutes 1990, section 60E.04, subdivision 7, is
amended to read:

Subd. 7. [EXAMINATION REGARDING FINANCIAL CONDI-
TION.] A risk retention group must submit to an examination by
the commissioner to determine its financial condition if the commis-
sioner of the jurisdiction in which the group is chartered has not
initiated an examination or does not initiate an examination within
60 ten business days after a request by the commissioner of com-
merce. The examination must be coordinated to avoid unjustified
repetition and conducted in an expeditious manner and in accor-
dance with the National Association of Insurance Commissioner’s
Examiner Handbook.

See. 6. Minnesota Statutes 1990, section 62E.14, is amended by
adding a subdivision to read:

Subd. 4¢. [INSURER INSOLVENCY; WAIVER OF PREEXIST-
ING CONDITIONS.] A Minnesota resident who is otherwise eligible
may enroll in the comprehensive health insurance plan with a
waiver of the preexisting condition limitation descriBeS in subdivi-
sion 3, if that person applies for coverage within 90 days of

termination of prior coverage due to the insolvency of the insurer.

Coverage in the comprehensive insurance plan is effective on the
date of termination of prior coverage. The availability of conversion
rights does not affect a person’s rights under this subdivision.
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Sec. 7. Minnesota Statutes 1990, section 68A.,01, subdivision 2, is
amended to read:

Subd. 2. |GUARANTY FUND AND INVESTMENT THEREOF.]
Before issuing any policy or other contract of guaranty or insurance,
every real estate title insurance company shall set apart and keep

separate a guaranty fund of $100,000 or an amount equal to
two-fifths of its capital stock whichever is the greater— but v ne
event shall o company be required to deposit in exeess of $2,600.000,
The guaranty fund shall be invested according to law.

Sec. 8.172A.206] (IMPAIRMENT OR INSOLVENCY; NOTICE OF
LIMITATIONS AND EXCLUSIONS OF PROTECTION.|

{a} No person, including an insurer, agent, or affiliate of an
insurer or agent shall sell, or offer for aIe a policy or contract of

1nsurance of any kind unless a se arate notlce conforming to the
requirements f aragra ) is delivered with the application for for
that policy or contract. The notlce is considered part o{ i'_l olicy or

contract and must be mgnedb the applicant and kept on file by the the

insurer. E copy of the si notice must be given to.the applicant.
This section ;ioes not a _REX to renewals, unless the renewal in-
creases the dollar amount of a coverage by more than 100 percent.

{b) The notice must clearly state the limitations and exclusions
relating to the protection ﬁforded% olicy or contract holder
should the insurer become financially im alreii or insolvent, includ-
ing coverages afforded by any guaranty fund. gunﬂ

(¢) The notice requirements of section 61B.28 supersede the
requirements of this section. With respect to combination fixed-
variable policies, the nofice requirement of section 61B.12, subdivi-
sion 6, su rsedes the requirements of this s section, ]gowded that the
notice provided under section 61H.12, subdivision 6, clearly de-
scribes what portions of the policy are not covered by the guaranty
fund.

(d) This section does not apply to fraternal benefit societies
regulated under chapter 64B.

Sec. 9. [COMPLEMENT.]
The approved complement of the department of commerce is
in?ﬁsecri _X% _.. positions in t_fm_c]aTsiﬁea] service.” o

Delete the title and insert:

“A bill for an act relating to insurance; regulating reinsurance and
other insurance practices, investments, guaranty funds, and holding
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company systems; providing examination authority and reporting
requirements; adopting various NAIC model acts and regulations;
prescribing penalties; amending Minnesota Statutes 1980, sections
60A.02, by adding a subdivision; 60A.03, subdivision 5; 60A.031;
60A.07, subdivision 5d, and by adding a subdivision; 60A.09, sub-
diviston 5, and by adding a subdivision; 60A.10, subdivision 2a;
60A.11, subdivisions 9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 19, 20, 21,
22, 23, 26, and by adding a subdivision; 60A.12, by adding a
subdivision; 60A.13, subdivision 1; 60A.27; 60B.25; 60B.37, subdi-
vision 2; 60C.02, subdivision 1; 60C.03, subdivisions 6, 8, and by
adding a subdivision; 60C.04; 60C.06, subdivision 1; 60C.09, subdi-
vision 1; 60C.13, subdivision 1; 60C.14, subdivision 2; 60E.04,
subdivision 7; 61A.25, subdivisions 3, 5, 6, and by adding subdivi-
sions; 61A.28, subdivisions 1, 2, 3, 6, 8, 11, 12, and by adding a
subdivision; 61A.281, by adding a subdivision; 61A.283; 61A.29;
61A.31; 62E.14, by adding a subdivision; 61B.12, by adding subdi-
visions;, 6200.044; 62D.045, subdivision 1; 68A.01, subdivision Z;
72A.061, subdivision 1; 79.34, subdivision 1; and 609.902, subdivi-
sion 4; proposing coding for new law in Minnesota Statutes, chapters
60A, 60D, and 72A; proposing coding for new law as Minnesota
Statutes, chapters 60H, 601, and 60J; repealing Minnesota Statutes
1990, sections 60A.076; 60A.09, subdivision 4; 60A.12, subdivision
2; 60D.01 to 60D.08; 60D.10 to 60D.13; and 61A.28, subdivisions 4
and 5.

With the recommendation that when so amended the bill pass and
be re-referred to the Committee on Appropriations.

The report was adopted.

Welle from the Committee on Health and Human Services to
which was referred:

H.F No. 258, A bill for an act relating to Dakota county;
authorizing development of a mental health service delivery system;
appropriating money.

Reported the same back with the recommendation that the bill
pass and be re-referred to the Committee on Appropriations.

The report was adopted.

Welle from the Committee on Health and Human Services to
which was referred:

H. F. No. 293, A bill for an act relating to health; establishing a
traumatic brain injury and spinal cord injury registry; requiring
reporting of injuries; providing for use of information; amending
Minnesota Statutes 1990, sections 171.29, subdivision 2; and
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268A.03; proposing coding for new law in Minnesota Statutes,
chapter 144.

Reported the same back with the following amendments:
Page 4, line 17, strike “$200” and insert “$250”

Page 4, line 19, strike “25” and insert “20”

Page 4, line 20, strike “50” and insert “40”

Page 4, line 34, delete “11” and insert “25”

Page 5, line 4, after the period, insert “At least $70,000 must be
awarded in grants to local school districts.”

Page 5, line 7, delete “four” and insert “five”

With the recommendation that when so amended the bill pass and
be re-referred to the Committee on Appropriations.

The report was adopted.

Welle from the Committee on Health and Human Services to
which was referred:

H.F. No. 309, A bill for an act relating to human services;
authorizing counties to retain one-half of the nonfederal share of
child support recoveries that are directly attributable to county
effort; amending Minnesota Statutes 1990, section 256.019.

Reported the same back with the recommendation that the bill
pass and be re-referred to the Committee on Appropriations.

The report was adopted.

Munger from the Committee on Environment and Natural Re-
sources to which was referred:

H. F. No. 340, A bill for an act relating to signs; requiring recycling
centers and junk yards to accept certain hazard signs; amending
Minnesota Statutes 1990, sections 115A.555; and 161.242, subdivi-
sion 2, and by adding a subdivision.

Reported the same back with the following amendments:
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Delete everything after the enacting clause and insert:

“Section 1. Minnesota Statutes 1990, section 115A.555, 1is
amended to read:

115A.555 [RECYCLING CENTER DESIGNATION.]

The agency shall designate recycling centers for the purpose of
section 173.086. To be designated as a recycling center, a recycling
facility must be open a minimum of 12 operating hours each week,
12 months each year, and must accept for recycling:

(1) at least four different materials such as paper, glass, plastic,
and metal:; and

(2) if the recycling center accepts metal, road signs, as defined in
section 161.242, suEdivision 2, paragraph (hj, to t_iie ‘same extent
that a junk yard dealer must accept road signs under section
161.242, subdivision 6a.

Sec. 2. Minnesota Statutes 1990, section 161.242, subdivision 2, is
amended to read:

Subd. 2. [DEFINITIONS.] (5 (a) For the purposes of this section,
the terms defined in this subdivision shall have the meanings given
them.

2} Junk yard (b) “Junk yard” means an establishment, place of
business, or place of storage or deposit, which is maintained,
operated, or used for storing, keeping, buying, or selling junk, or for
the maintenance or operation of an automobile graveyard, and shall
include garbage dumps and sanitary fills not regulated by the
Minnesota pollution control agency, any of which are wholly or
partly within one half mile of any right-of-way of any state trunk
highway, including the interstate highways, whether maintained in
connection with another business or not, where the waste, body, or
discarded material stored is equal in bulk to five or more motor
vehicles and which are to be resold for used parts or old iron, metal,
glass, or other discarded material.

3} Dealer (c) “Dealer” means any person, partnership, or corpo-
ration engaged in the operation of a junk yard.

43 Junk (d) “Junk” means old or scrap road signs, copper, brass,
rope, rags, batteries, paper, synthetic or organic, trash, rubber
debris, waste, or junked, dismantled, or wrecked automobiles or
farm or construction machinery or parts thereof, iron, steel, and
other old or scrap ferrous or nonferrous material.

5} AutomebHe graveyard (e} “Automobile graveyard” means any




2292 JOURNAL oF THE Housg [35th Day

establishment or place of business which is maintained, used, or
operated for storing, keeping, buying, or selling wrecked, scrapped,
ruined, or dismantled motor vehicles or motor vehicle parts.

6} Unzoned industrial avea (f) “Unzoned industrial area” means
the land occupied by the regularly used building, parking lot,
storage or processing area of an industrial activity, and the land
within 1,000 feet thereof which is located on the same side of the
highway as the principal part of said activity, and not predominantly
used for residential or commercial purposes, and not zoned by state
or local law, regulation or ordinance.

¢ Industrial aetivities (g) “Industrial activities” means those
activities permitted only in industrial zones, or in less restrictive
zones by the nearest zoning authority within the state, or prohibited
by said authority but generally recognized as industrial by other
zoning authorities within the state, except that none of the following
shall be considered industrial activities:

&} (1) outdoor advertising devices as defined in Minnesota Stat-
utes 1969, section 173.02, subdivision 2-;

) (2) agricultural, forestry, ranching, grazing, farming and
related activities, including, but not limited to, wayside fresh
produce stands-;

te} (3) activities normally and regularly in operation less than
three months of the year:;

) (4) activities not visible from the traffic lanes of the main
traveled way-;

¢} (5) activities conducted in a building principally used as a
residence:;

B (6) railroad tracks, minor sidings, and passenger depots:; or

&2} (7) junk yards, as defined hereir in paragraph (b).

(h) “Road signs” means signs listed in the Minnesota drivers’
manual p_uBlis[’Ene%[ by the department of public safety, signs required
by the state fire code, and other signs related to road or _ilre hazards
and approved for use by the state or a political subdivision.

Sec. 3. Minnesota Statutes 1990, section 161.242, is amended by
adding a subdivision to read:

Subd. 6a. [ROAD SIGNS MUST BE ACCEPTED.] A dealer shall
accept road signs only from a properly identified elected official or
employee of t_ffe state or a political su[i%livision, who is acting within
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the scope of the person’s official duties. A dealer is not required to
pay or otherwise compensate %1% erson or organization other than
a properly identified elected official or employee of the state or a
Eoiitica] subdivision, who is acting within the scope of the Ferson’"é

15 not

official duties, for taking possession of a road sign and is
required to take possession at a place away from the site of the
dealer’s junk yard.”

Amend the title as follows:

Page 1, line 3, delete “hazard” and insert “road”

With the recommendation that when so amended the bill pass.

The report was adopted.

Munger from the Committee on Environment and Natural Re-
gources to which was referred:

H. F. No. 378, A bill for an act relating to state lands; authorizing
exchange of real property.

Reported the same back with the following amendments:
Delete everything after the enacting clause and insert:
“Section 1. [EXCHANGE OF REAL PROPERTY.]

Subdivision 1. [AUTHORIZATION.] Notwithstanding Minnesota
Statutes, sections 94.341 to 94.349, chapter 282, or other law to the
contrary, the state of Minnesota shall exchange the real propert,
Hescrlﬁeré in subdivision 3 for the property of %homam ward o
Aitkin, Minnesota, described | i_n?lgaivision“ii; without delay.

Subd. 2. [FORM OF EXCHANGE.] The exchange must be in a
form approved by the attorney general. The conveyances must be for
the mutual consideration of tile ands received in the exchange.

Subd. 3. [STATE PROPERTY.] The state shall exchange the
roperty described in this subdivision for the property owned by
?Homas Godward, which 1s described in subdivision 4.

W1/2 NE 18-48-26; E1/2 SWSE 7-48-26; W1/2 SE 13-48-27 less
the South 66 feet, containing 176 acres, more or less.

Subd. 4. [GODWARD PROPERTY.] Thomas Godward may ex-
change the real property described in this subdivision for the real
property owned by the state and described in subdivision 3.
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S51/2 NE, SENW, 33-48-24, less the RRROW and less 1 acre;

and the N1/2 NW 22-46-23 containing 175 acres, more or less.

Sec. 2. [EFFECTIVE DATE.]

Section 1 is effective the day following final enactment.”

With the recommendation that when so amended the bill pass.

The report was adopted.

Reding from the Committee on Governmental Operations to
which was referred:

H. F. No. 401, A bill for an act relating to retirement; legislators
retirement plan; eliminating the requirement of the discontinuation
of surviving spouse benefits in the event of the remarriage of the
surviving spouse; amending Minnesota Statutes 1990, section
3A.04, subdivision 1.

Reported the same back with the following amendments:

Delete everything after the enacting clause and insert:

“ARTICLE 1
SURVIVING SPOUSE BENEFIT MODIFICATIONS

Section 1. Minnesota Statutes 1990, section 3A.04, subdivision 1,
is amended to read:

Subdivision 1. [SURVIVING SPOUSE.] Upon the death of a
member of the legislature while serving as a member, or upon the
death of a former legislator who has rendered at least the number of
years of service as required by section 3A.02, subdivision 1, clause
(1) and who was not receiving a retirement allowance, the surviving
spouse shall be entitled to receive a survivor benefit in the amount
of ene-half of equal to the retirement allowance of the member of the
legislature or former legislator computed as though the member or
former legislator had attained at least the normal retirement age on
the date of death and based upon the average monthly salary as of
the date of death or as of the date of termination, whichever is
applicable, and the allowable service of the member or the former
legislator or eight years, whichever is greater. The augmentation
provided in section 3A.02, subdivision 4, if applicable, shall be
applied from the first day of the month next following the date of
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termination of service as a member of the legislature to the month
of death. Upon the death of a former legislator who was receiving a
retirement allowance, the surviving spouse shall be entitled to
one-healf of the amount of the allowance being paid to the former
legislator. The surviving spouse benefit shall be paid during the
lifetime of the surviving spouse; but shall eease and terminate upen

the remarriage of the surviving speuse.

Sec. 2. Minnesota Statutes 1990, section 352B.11, subdivision 2, is
amended to read:

Subd. 2. [IDEATH; PAYMENT TO SPOUSE AND CHILDREN.] If
a member serving actively as a member, a member receiving the
disability benefit provided by section 352B.10, subdivision 1, or a
former member receiving a disability benefit as provided by section
352B.10, subdivision 2, dies from any cause, the surviving spouse
and dependent children are entitled to benefit payments as follows:

(a) A member with at least three years of allowable service is
deemed to have elected a 100 percent joint and survivor annuity
payable to a surviving spouse only on or after the date the member
or former member became or would have become 55.

(b) The surviving spouse of a member who had credit for less than
three years of service shall receive, for life, a monthly annuity equal
to 50 percent of that part of the average monthly salary of the
member from which deductions were made for retirement. I the
surviving speuse remarries; the annuity shall cease as of the dote of

the remarriage-

(¢) The surviving spouse of a member who had credit for at least
three years service and who died after becoming 55 years old, may
elect to receive a 100 percent joint and survivor annuity, for life,
notwithstanding a subsequent remarriage, in lieu of the annuity
prescribed in paragraph (b).

(d) The surviving spouse of any member who had credit for three
years or more and who was not 55 years old at death, shall receive
the benefit equal to 50 percent of the average monthly salary as
described in clause (b) until the deceased member would have
become 55 years old, and beginning the first of the month following
that date, may elect to receive the 100 percent joint and survivor
annuity. I the surviving spouse remerries before the deeceased
member’s 56th birth date; benefits or annuities shall eease as of the
date of remarriage: Rem&m&ge after the deeccased member’s 55th
birthday shell net affeet the payment of the benefit:

(e) Each dependent child shall receive a monthly annuity equal to
ten percent of that part of the average monthly salary of the former
member from which deductions were made for retirement. A depen-
dent child over 18 and under 23 years of age also may receive the
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monthly benefit provided in this section, if the child is continuously
attending an accredited school as a full-time student during the
normal school year as determined by the director. If the child does
not continuously attend schoo! but separates from full-time atten-
dance during any part of a school year, the annuity shall cease at the
end of the month of separation. In addition, a payment of $20 per
month shall be prorated equally to surviving dependent children
when the former member is survived by one or more dependent
children. Payments for the benefit of any qualified dependent child
must be made to the surviving spouse, or if there is none, to the legal
guardian of the child. The maximurm monthly benefit for any one
family must not be less than 50 nor exceed 70 percent of the average
monthly salary for any number of children.

{f) If the member dies under circomstances that entitle the
surviving spouse and dependent children to receive benefits under
the workers’ compensation law, the workers’ eompensation benefits
received by them must not be deducted from the benefits payable
under this section.

(g) The surviving spouse of a deceased former member who had
credit for three or more years of allowable service, but not the spouse
of a former member receiving a disability benefit under section
352B.10, subdivision 2, is entitled to receive the 100 percent joint
and survivor annuity at the time the deceased member would have
become 55 years old, if the surviving spouse has not remarried
before that date. If a former member dies who does not qualify for
other benefits under this chapter, the surviving spouse or, if none,
the children or heirs are entitled to a refund of the accumulated
deductions left in the fund plus interest at the rate of six percent per
year compounded annually.

Sec. 3. Minnesota Statutes 1990, section 352C.04, subdivision 1, is
amended to read:

Subdivision 1. [SURVIVING SPOUSE BENEFIT.] Upon the death
of a constitutional officer or commissioner while actively serving in
office, or a former constitutional officer or commissioner with at
least eight years of allowable service, the surviving spouse is
entitled to a survivor benefit in the amount of one-half of the
retirement allowance of the constitutional officer or commissioner or
the former constitutional officer or commissioner computed as
though the constitutional officer or commissioner or the former
constitutional officer or commissioner were at least age 62 on the
date of death and based upon the attained allowable service or eight
years, whichever is greater. The augmentation provided in section
352C.033, if applicable, shall be applied to the month of death. Upon
the death of a former constitutional officer or commissioner receiv-
ing a retirement allowance, the surviving spouse shall be entitled to
one-half of the amount of the retirement allowance being paid to the
former constitutional officer or commissioner as of the date of death.
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The benefit shall be paid to a survwing spouse eligible therefor
during the remainder of the spouse’s natural life er until remar-
riage: Upon remarriage; the spouse shall no longer be eligible for
the benefit exeept as provided in seetion 36631

Sec. 4. Minnesota Statutes 1990, section 352C.04, subdivision 4, is
amended to read:

Subd. 4. { APPLICATTION FOR SURVIVOR BENEFITS.] A surviv-
ing spouse or a guardian of the estate of the dependent child or
children entitled to the payment of benefits under this section shall
file an application for the benefit with the director, and payment
shall commence as of the first day of the month next following the
filing of the application and shall be retroactive to the first of the
month following the death of the constitutional officer or commis-
sioner or the former constitutional officer or commissioner; provided,
however, that no payment shall be retroactive for more than 12
months prior to the month in which the application is filed with the
director. Such benefits shall be paid on the first day of each calendar
month for that month. The surviving spouse benefit shall cease with
the payment for the month in which the surviving spouse dies er
remearries as the ease may be. The dependent child’s benefit shall
cease with the payment for the month in which the child no longer
qualifies for payment as a dependent child.

Sec. 5. Minnesota Statutes 1990, section 353.01, subdivision 20, is
amended to read:

Subd. 20. [SURVIVING SPOUSE.] *Surviving spouse” means the
unremarried spouse of a deceased member who was legally married
to the member at the time of death, or at the time the member
became totally and permanently disabled.

Sec. 6. Minnesota Statutes 1990, section 353.31, subdivision 1, is
amended to read:

Subdivision 1. |BENEFITS FOR SURVIVING SPOUSE AND
DEPENDENT CHILDREN; BEFORE RETIREMENT.| Upon the
death of a basic member before retirement or upon the death of a
basic member who was disabled and receiving disability benefits
pursuant to section 353.33 at the time of death who has had at least
18 months of credited allowable service, the surviving spouse and
dependent children of the member, as defined in section 353.01,
subdivisions 15 and 20, shall be entitled to receive the monthly
benefit provided below:

(a) Surviving spouse 50 percent of the member’s monthly
average salary in effect over the last
full six months of allowable service
preceding the month in which death
occurred
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(b} Each dependent child 10 percent of the member’s monthly
average salary in effect over the last
full six months of allowable service
preceding the month in which death
occurred

Payments for the benefit of any dependent child, as defined in
section 353.01, subdivision 15, shall be made to the surviving
parent, or if there be none, to the legal guardian of the child. The
maximum monthly benefit for a family shall not exceed $1,000, and
the minimum benefit per family shall not be less than 50 percent of
the basic member’s specified average ‘monthly salary, subject to the
aforementioned maximum. The surviving cpeuse benefit shall ter-
wminate upen the remarriage of the spouse; and The dependent
children’s benefit shall be reduced pro tanto when any child is no
longer dependent.

Any survivor of a basic member whose average salary was less
than $75 per month shall not be entitled to the benefits provided in
this subdivision. Prior to payment of any survivor benefit pursuant
to this subdivision, in lieu of that benefit, the surviving dependent
gpouse may elect to receive the joint and survivor annuity provided
pursuant to section 353.32, subdivision 1a.

Except for any benefits provided pursuant to section 353.32,
subdivisions 1 and 1a, there are no survivor benefits payable to the
surviving spouse or dependent children of a deceased coordinated
member.

Sec. 7. Minnesota Statutes 1990, section 353.657, subdivision 2, is
amended to read:

Subd. 2. The spouse, for life er until remarriage, shall receive a
monthly benefit equal to 50 percent of the members average
full-time monthly salary rate as a police officer or firefighter in
effect over the last six months of allowable service preceding the
month in which death occurred.

Sec. 8. Minnesota Statutes 1990, section 353B.11, subdivision 6, is
amended to read:

Subd. 6. |DISCONTINUATION; SURVIVING SPOUSE BENE-
FIT.) (a) Except as specified in paragraph (b) or (¢), a surviving
spouse benefit shall terminate upon the death or the subsequent
marriage of the person entitled to receive or receiving a surviving
spouse benefit.

(b) A surviving spouse benefit shall terminate upon the subse-
quent marriage of the person entitled to receive or receiving a
surviving spouse benefit but shall recommence at the appropriate
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amount without any retroactive payments in the event of the
termination of the subsequent marriage for any reason for the
former members of the following consolidating relief associations:

{1) Albert Lea firefighters relief association;

(2) Albert Lea police relief association;

(3) Duluth firefighters relief association;

(4) Duluth police pension asseciation;

5} Minneapolis fire department relief association;

6} (5) St. Paul fire department relief association; and
€7 (6) St. Paul police relief association.

(c) A surviving spouse benefit shall terminate only upon the death
of the person entitled to receive or receiving a surviving spouse
benefit for the former members of the following consolidating relief
associations:

(1) Anoka police relief association,

(2) Buhl police relief association;

(3) Chisholm fire department relief association;

(4) Chisholm police relief association;

(5) Crookston fire department relief association;

(6) Duluth police relief association;

(7) Faribault fire department relief association;

(8) Hibbing firefighters relief association;

(9) Hibbing police relief association;

(10) Mankato fire department relief association;

&2} (11) Red Wing fire department relief association;

(12) Red Wing police relief association;

(13) Rochester fire department relief association,;
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{14) Rochester police relief association;

(15) St. Cloud fire department relief association;

{(16) St. Louis Park fire department relief association;

(17) St. Louis Park police relief association;

(18) South St. Paul firefighters relief association;

£33 (19} South St. Paul police relief association;

() (20) West St. Paul firefighters relief association; and
53 (21) Winona fire department relief association; and

(22) Winona police relief association.

Sec. 9. Minnesota Statutes 1990, section 354.05, subdivision 15, is
amended to read:

Subd. 15. [DEPENDENT SPOUSE.] “Dependent spouse” means
the spouse of a deceased member who has net remarried and was
living with and dependent upon the member at the time of death.

Sec. 10. Minnesota Statutes 1990, section 354.46, subdivision 1, is
amended to read:

Subdivision 1. [BASIC PROGRAM; BENEFITS FOR SPOUSE
AND CHILDREN OF TEACHER.] If a basic member who has at
least 18 months of allowable service credit and who has an average
salary as defined in section 354.44, subdivision 6, equal to or greater
than $75 dies prior to retirement or if a former basic member who,
at the time of death, was totally and permanently disabled and
receiving disability benefits pursuant to section 354.48 dies prior to
attaining the age of 65 years, the surviving dependent spouse and
dependent children of the basic member or former basic member
shall be entitled to receive a monthly benefit as follows:

{a} Surviving dependent 50 percent of the basic member’s
SPOUSE. . . v\yeneeeaeannrrn- monthly average salary paid in
the last full fiscal year preceding

death
(b) Each dependent child ... ten percent of the basic member’s

monthly average salary paid in
the last full fiscal year preceding
death

Payments for the benefit of any dependent child under the age of
22 years shall be made to the surviving parent, or if there be none,
to the legal guardian of the child. The maximum monthly benefit
shall not exceed $1,000 for any one family, and the minimum benefit
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per family shall not be less than 50 percent of the basic member’s
average salary, subject to the foregoing maximum. The surviving

benefit shall terminate upon remearriage; and the
surviving dependent children’s benefit shall be reduced pro tanto
when any surviving child is no longer dependent.

If the basic member and the surviving dependent, spouse are kilted
in a common disaster and if the total of all survivors benefits payable
pursuant to this subdivision is less than the accumulated deductions
plus interest payable, the surviving dependent children shall receive
the difference In a lump sum payment.

If the survivor benefits provided in this subdivision exceed in total
the monthly average salary of the deceased basic member, these
benefits shall be reduced to an amount equal to the deceased basic
member’s monthly average salary.

Prior to payment of any survivor benefit pursuant to this subdi-
vigion, in lieu of that benefit, the surviving dependent spouse may
elect to receive the joint and survivor annuity provided pursuant to
subdivision 2, or may elect to receive a refund of accumulated
deductions with interest in a lump sum as provided pursuant to
section 354.47, subdivision 1. If there are any surviving dependent
children, the surviving dependent spouse may elect to receive the
refund of accumulated deductions only with the consent of the
district court of the district in which the surviving dependent child
or children reside.

Sec. 11. Minnesota Statutes 1990, section 354A.011, subdivision
26, is amended to read:

Suhbd. 26. [SPOUSE.] “Spouse” means the person who was legally
married to and living with the member immediately prior to the
member’s death and whe has net remerried subsequent te the
member’s death.

Sec. 12. [EFFECTIVE DATE; RETROACTIVE EFFECT.]

enactment.

(b) The elimination of the surviving spouse benefit discontinua-
tion requirement provided for in sections 1 to 1T also applies to an
on the date 0%

surviving spouse receiving a surviving spouse benefit
final enactment of the act and the potential surviving spouse of
active, deferred, or retired plan nTe—m?Ers who have that status on
the effective date of the change. Sections 1 to 11 do not QIBP_II to

ersons who formerly were receiving surviving spouse benetits and
Eaa those benefits discontinued by virtue of a remarriage and may
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not be considered to authorize the payment of any retroactive
survivor benefit amounts to any person or to an estate.

ARTICLE 2

PUBLIC PENSION PLAN ACTUARIAL REPORTING
- REVISIONS

Section 1. Minnesota Statutes 1990, section 3.85, subdivision 11,
is amended to read:

Subd. 11. [VALUATIONS AND REPORTS TO LEGISLATURE.]
{a) The commission shall contract with an established actuarial
consulting firm to conduct annual actuarial valuations erd fnaneial

studies for the retirement plans named in paragraph (b).
The contract shall must include provisions for performing cost
analyses of proposals for changes in benefit and funding policies.

(b) The contract for actuarial valuation ard snelysis shall must
include the following retirement plans:

(1) the statewide teachers retirement plan, teachers retirement
association;

(2) the general state employees retirement plan, Minnesota state
retirement system;

(3) the correctional employees retirement plan, Minnesota state
retirement system,;

(4) the state patrol retirement plan, Minnesota state retirement
system,;

(5) the judges retirement plan, Minnesota state retirement sys-
tem;

(6) the Minneapolis employees retirement plan, Minneapolis
employees retirement fund;

(7) the general public employees retirement plan, public employ-
ees retirement association;

(8) the public employees police and fire plan, public employees
retirement association;

(9) the Duluth teachers retirement plan, Duluth teachers retire-
ment fund association,
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(10) the Minneapolis teachers retirement plan, Minneapoclis
teachers retirement fund association;

(11) the St. Paul teachers retirement plan, St. Paul teachers
retirement fund association;

(12) the legislator’s retirement plan, Minnesota state retirement
system; and

{13) the elective state officers retirement plan, Minnesota state
retirement system; and

(14) the public employees local government correctional service
retirement plan, public employees retirement association, if there
are any participants in that plan.

{¢c) BEvery year The contract shall must specify completion of
standard annual actuarial velastions for the valuation calculations
on a fiscal year basis with their contents as deseribed specified in
section 356.215, subdivicions 4 te 4k, and eash flow

the amortization target date and the standards for actuar-
ial work adopted by the commission.

Eor every plan year The contract shall must specify preparation
completion of an exhibit on the experience of the fund for inelusion

in the annual aetuarial valuation and eompletion of a periodie
experienee study annual experience data collection and processin
and a quadrennial published experience study for the plans Tisted in
aragraph (b), clauses (1), (2), and (7}, as provided for in the
stanﬁarés for actuarial work adopted by the commission. The
experience study shall data collection, processing, and analysis

must evaluate the appropriateness of eontinuing to use for
waluations the assumptions relating to the following:

{1) individual salary progression;

(2) rate of return on investments based on current asget value;

(3) payroll growth,;
(4) mortality; wathdrawal; disability;

(5) retirement; and any other experieneerelated factor that eould
impaet the future financial condition of the retirement funds age;

(6) withdrawal; and

(7) disablement.
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(d) The actuary retained by the commission shall annually
prepare a report to the legislature, including the commentary on the
actuarial valuation calculations for the plans named in paragraph
() and summarizing the results of the i a;d%&l%
projeetions actuarial valuation calculations. ¥ The commission-
retained actuary shall include with its the report the actuary’s
recommendations concerning the appropriateness of the support
rates to achieve proper funding of the retirement funds by the
required funding dates. # The commission-retained actuary shall,
wrthaad' i #iwebmeﬂ{ahsl def%heeemple’aeﬁ&méwsa_s art of the periedie qua-

rennial published experience ies study, prepare & repert in-
clude recommendations to the legislature on the appropriateness of
the actuarial valuation assumptions required for evaluation in the

iodie experience study.

(e) If the actuarial gain and loss analysis in the actuarial
valuation calculations indicate a persistent pattern of sizable gains
or losses, as directed by the commission, the actuary retained by the
commission shall prepare a special experience study for a plan listed
in paragraph (b), clause (3), (4), (5), (), (8}, (9), (10), (11), 'I12), (13),
or (i4), in the manner providecﬂrzg in the standards for actuarial
work adopted by the commission.

(f) The term of the contract between the commission and the
actuary retained by the commission is two years, plus not to exceed
two one-year extensions before competitive rBiaaing. he coniract is
subject to competitive bidding procedures as specified by the com-
mission.

Subd. 12. [ALLOCATION OF ACTUARIAL COST.] (a) The com-
mission shall assess each retirement plan specified in subdivision
11, paragraph (b), ether than elauses (32 and (13); for a portion of
the compensation paid to the actuary retained by the commaission for
the eest of its actuarial = ; valuation calculations and
guadrennial experience studies. The assessment shall be that part is
72 percent of the amount of contract compensation for the actuarial
consulting firm retained by the commission for these funetions that
and benefit recipient memberchip of the retirement plan bears to
ship of all retirement plons speeified in paragreph (b) actuarial
valuation calculations, including the public employees police and
fire plan consolidation accounts of the ¥u5|ic employees retirement
association, annual experience data collection and processing, and
quadrennial experience studies.

The portion of the total assessment payable by each retirement
system or pension plan must be determined as f(_)%]ows:

(1) Each pension plan specified in subdivision 11, paragraph (b)
clauses (1) to (14), must pay the following indexed amount Eased on
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its total active, deferred, inactive, and benefit recipient member-
ship:

up to 2,000 members, inclusive $2.55 per member
2,001 through 10,000 members £1.13 per member
over 10,000 members $0.11 per member

The amount specified is applicable for the assessment of the July
1, 1991, to June 30, 1992, fiscal year actuarial compensation
amounts. For the July 1, 1992, to June 30, 1993, fiscal year and
subsequent fiscal year actuanal compensation amounts, the amount
chiﬁed must be increased at the san:ﬁpercl:entage increéase raa)g as
the implicit price deflator for state and local government purchases
ﬁood% and services for the 12-month perlos ending w1t£ the first
quarter of the calendar year following the completion date for the
%atlons, as publ'i'éﬁedllq)z the federal Depart-

cent.

actuarial valuation calcu the
ment of Commerce, and rounded upward fo the nearest ful

(2) The total per-member portion of the allocation must be
determined, and that total per-member amount must be subtracted
from the total amount for allocation. Of the remainder dollar

amount, the following per-retirement system and per-pension plan
charges must be determined and the charges must be paid by the

system or plan:

(i) 37.87 percent is the total additional per-retirement system
charge, of which one-seventh must be paid by each retirement
system specified in subdivision 11, paragraph (b), clauses (1), (2), (6),
(D, ©), (10), and (L1

(ii) 62.13 percent is the total additional per-pension plan charge,
of which one-thirteenth must be paid by each pension ian specified
in subdivision 11, paragraph @%l?uses (1) to (13}, if there are not
any participants in the plan specified in subdivision 11, paragraph
@Xciause (14), or ﬂﬁﬂi one-fourteenth must be aiDH by ea?:E
ension plan specified in subdivision 11 paragfl:agh (b), clauses (1) to
£14iz if there are participants in the plan specified in subdivision 11,
paragraph (b), clause (14).

(b) The assessment shall must be made upen following the
completion of the actuarial veleations valuation caleulations and
the experience studies analysis. The amount of the assessment is
appropriated from the retirement fund applicable to the retirement
plan. Receipts from assessments shall must be deposited in the state
treasury and credited to the general fund.

Sec. 2. Minnesota Statutes 1990, section 356.20, subdivision 4, is
amended to read:
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Subd. 4. [CONTENTS OF FINANCIAL REPORT.] The financial
report required by this section shall include:

B must contain financial statements and disclosures that indi-
cate the financial operations and position of the retirement plan and
fund. The report must conform with generally accepted governmen-
tal accounting principles, applied on a consistent basis. The report
must be aualteg. The report must include, as part of its exhibits or
footnotes, an exhibit actuarial disclosure itemplﬁ.e_cf on the actuar-
ial valuation calculations prepared by the commission-retained
actuary or by the actuary retained by the retirement fund or plan,
if aj licEBlEX according to applicable actuarial requirements enu-
merated in section 356.215, and specified in the most recent stan-
dards for actuarial work adopted by the legislative commission on
pensions and retirement. The exhibit shall show the accrued assets
of the fund, the accrued liabilities, including accrued reserves, and
the unfunded actuarial accrued liability of the fund or plan must be
disclosed. The exhibit shall disclosure item must contain the eertaif
teate of a declaration by the actuary retained by the legislative
commission on pensions and retirement or the actuary retained b;
the fund or plan, whichever applies, specifying that the requi
reserves for any retirement, disagllity, or survivor benefits provided
under a benefit formula are computed in accordance with the entry
age actuarial cost method and any with the most recent applicable
standards for actuarial work adopted by the legislative commission
on pensions and retirement.

(a) Assets shewn in the exhibit shall of the fund or plan contained
in the disclosure item must include the Tollowing items of actual
apsets:

Gash in office
Bepesits in banks

Aeerued members’ eontributions
Aecerued employer eentributions
Other

Aeerued interest on investments
Investment in bonds at eost

!nve&tmentinsteeké&teast
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Investment in real estate
Equipment at eost; less depreeciation
Other

&) The exhibit shall inelude a statement of the actuarial value of
current assets as speeified defined in section 356.215, subdivision 4;
ineluding:

Equity investments

Real estate investments

Other 1:
Value Value
at cost at market

Cash, cash equivalents, and

short-term securities o e
Accounts receivable ... .
Accrued investment income 00000 ... ...
Fixed income investments = ...
Equity investments other

than real estate = =00 e e
Real estate investments ... ...
Equipment

quity in the Minnesota

postretirement investment fund @ ... @ ...
Othee . .
Total assets

valueatcost .

value at market T

value of current assets

te) (b) The exhibit shall include e statement of the unfunded
actuarial accrued liability of the fund whieh shall or plan contained
in the disclosure item must include the following measures of
unfunded actuarial accrued liability, using the aetuarial value of
current assets as speeified in seetion 356.215; subdivision 1:
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&) (1) unfunded actuarial accrued liability, whieh shall be deter-
mined by subtracting the current assets and the present value of
future normal costs from the total current and expected future
benefit obligations; and

G eurrent (2) unfunded aetuarial lLiability pension benefit obli-
ation, whieh 1s the totad eurrent benefit obligations less determined
by subtracting the tetal current assets; and

eurrent and expeeted future assets from the actuarial present value
of credited projected benefits.

If the current assets of the fund or plan exceed the actuarial
accrued liabilities, the excess shall must be listed disclosed and
indicated as a surplus and indieated in the exhibit Tollowing the

D The exhibit shall include a footnete shewing aceumulated

Gurreat:

Aeeounts payable
Retirement annuity payments
Surviver benefit payments
Refund to members

Acerued expenses

Suspense items

B (c) The exhibit shall inelude a sehedule whieh shall be listed as
the “eurrent and expeeted future pension benefit obligations2 The
schedule shall included in the disclosure must contain the following
information on the benefit obligations:
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1. Current (1) The pension benefit ebl—rgaheﬂs obligation, whieh
shall be determined as the actuarial present value o benefit
credited projected benefits on account of service ren-

dered to date, separately identified as follows:

ta) (i) For annuitants
Retirement annuities
Disability benefits Surviving spouse and child
benefits
(ii) For former members without vested rights
(ii1) For deferred annuitants’ benefits, including any
augmentation
(iv) For active employees
Retirement
Disability benefite
Refund liability due to death er withdrawal
Survivers: benefits
Accumulated employee contributions, including
allocated investment income
Employer — financed benefits vested
mployer — financed benefits nonvested

Total eurrent benefits e-bhg&tiene pension benefit obligation;

¢ &g

2 Expeeted future benefit obligations which chall be the aetuarial
value of benefit obligations on aceount of future serviee for aetive

employees
3- Total eurrent and expeeted future benefit obligations

4. In addition te the foregeing; (2) If there are additional benefits
not approprlately covered by the foregoing three items of benefit
obligations, they shall be listed separately a separate identification
of the obligation.

2} An income statement prepared on en aeerual basis chewing all
ineome and ell deduetions from inecome for the fiseal year The
statement shall show separate ibems for empleyee eentribulions;
employer regitlar contributions, employer additional contributions
if provided by law; investment income; profit on the sale of invest-

3) A statement of deduections from ineome,; which shall inelude
separate items for the payment of retirement annuities; disability
benefits; surviving spouse bencfits; surviving ehildren's benefits;
refunds to members terminating employment; refunds due to death
of members and due te death of annuitants; the inerease in total
fesewesrequﬁed-geﬂeralaémmmbmh#ee*pensemeumd-lessen
sale of investmentis; and any other deduections:

) A statement showing approprinte statisties coneerning the
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and beneficiaries of the fund, with indieations of
ehaﬂgeemthest&t&sﬁea{d&tawh}ehmayresult&emtheeum&t

year’s eperation:

&) (d) Any additional statemenis or exhibits whieh or more
detailed or subdivided itemization of a disclosure item that will
enable the management of the fund to portray a true interpretation
of the fund financial condition; exeept that the term “surplus” or
the term “execess of asseta” shall not be used exeept ns otherwise
speecifieally provided for in this seetion; nor shall any representetion
of assets and hLabilities other than as previded for in this seetion be
ineluded in the additional statements or exhibits:

{6} A more detailed o subdivided itemization of any of the items
required by this seetion; i the management of the fund oo desires.

Sec. 3. Minnesota Statutes 1990, section 356.215, subdivision 1, is
amended to read:

Subdivision 1. [DEFINTTTONS.] For the purposes of sections 3.85
and 356.20 to 356.23, each of the following terms shall have the
meaning given:

(1) “Actuarial valuation” or “actuarial valuation calculations”
means a set of caleulations prepared by the actuary retained by the
legislative commission on pensions and retirement if so required
under section 3.85, or otherwise, by an approved actuary, to deter-
mine the normal cost and the accrued actuarial liabilities of a
benefit plan, according to & stated the entry age actuarial cost
method and based upon stated assumptions including, but not
limited to rates of interest, mortality, salary increase, disability,
withdrawal, and retirement and to determine the payment neces-
sary to amortize over a stated period any unfunded accrued actuarial
liability disclosed as a result of the actuarial valuation and the
resulting actuariel balanee sheet of the benefit plan.

(2) “Approved actuary” means a person who is regularly engaged
in the business of providing actuarial services and who has at least
15 years of service to major public employee pension or retirement
funds or who is a fellow in the society of actuaries.

(3) “Entry age actuarial cost method” means an actuarial cost
method under which the actuarial present value of the projected
benefits of each individual currently covered by the benefit plan and
included in the actuarial valuation is allocated on a level basis over
the service of the individual if the benefit plan is governed by section
69.773 or over the earnings of the individual if the benefit plan is
governed by any other law between the entry age and the assumed
exit age, with the portion of this actuarial present value which is
allocated to the valuation year to be the normal cost and the portion
of this actuarial present value not provided for at the valuation date
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by the actuarial present value of future normal costs to be the
actuarial accrued liability, with aggregation in the calculation
process to be the sum of the calculated result for each covered
individual and with recognition given to any different benefit
formulas which may apply to various periods of service.

{4) “Experience study” means a report which provides providin
experience data and an actuarial analysis whieh substantiate of the
adequacy of the actuarial assumptions on which actuarial valua-
tions are based.

(5) “Expected foture statutory supplemental eontributions”
meand the sam of Auture empleyee and employer eontributions at
the rates. speeified in stetute when the valustion in eompleted;
redueed by the present value of future normal costs: 3

6} “Current assets” means the value of all assets at cost, whiek
ineludes including realized capital gains or losses, plus one-third of
any unrealized capital gains or losses.

D (6) “Unfunded actuarial accrued liability” means the total
current and expected future benefit obligations less, reduced by the
sum of current. assets and the present value of future normal costs.

(7) “Pension benefit obligation” means the actuarial present value
of credited projected benefits, determined as the actuarial present
value of benefits estimated to be payable in the Tuture as a result of
employee service attributing an equal benefit amount, includin &Gi'
effect of projected salary increases and any step rate beneftt accrua
Heronces, edited &

rate differences, to each year o_f CT and expected future

employee service.

Sec. 4. Minnesota Statutes 1990, section 356.215, subdivision 2, is
amended to read:

Subd. 2. [REQUIREMENTS.] It is the policy of the legislature
that it is necessary and appropriate to determine annually the
financial status of tax supported retirement and pension plans for
public employees. To achieve this goal, the legislative commission on
pensions and retirement shall have prepared by the actuary retained
by the commission annual actuarial veluetions and periedie expe-
rienee studies valuation calculations of the publie pension and
retirement plans enumerated in section 3.85, subdivision 12 11,
elause para%gaph (b), and quadrennial experience studies of the
retirement plans enumerated in section 3.85, subdivision 11, para-

aph (b), clauses (1), (2), and (7). The governing or managing anﬁi
or a'aministrative officials of each public pension and retirement
fund or plan enumerated li1n section 356.20, subdivision 2, clauses
(9), (10), and (12) shall have prepared by an approved actua
annual actuarial valuations and periedie e_*%eﬁem_hs of their
respective funds as provided in this section. This requirement shall
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also epply applies to any fund which may be a that is the successor
to any organization enumerated in section 356.20, subdivision 2, or
to the governing or managing board or administrative officials of
any newly formed retirement fund or association operating under
the control or supervision of any public employee group, governmen-
tal unit, or institution receiving a portion of its support through
legislative appropriations, and any local police or fire fund coming
within the provisions of section 356.216.

Sec. 5, Minnesota Statutes 1990, section 356,215, subdivision 3, is
amended to read:

Subd. 3. [REPORTS.] The actuarial valuatiens valuation calcula-
tions required annually shell must be made as of the beginning of
each fiscal year. Two copies of the valuation shall calculations must
be delivered to the executive director of the legislative commission
on pensions and retirement, to the commissioner of finance and to
the legislative reference library, not later than the first day of the
sixth month occurring after the end of the previous fiscal year. Two
copies of any a quadrennial experience study prepared periedieally
as provided for standards adopted by the commission shall
must be filed with the executive director of the legislative commis-
sion on pensions and retirement, with the commissioner of finance,
and with the legislative reference library, not later than the first day
of the 11th month occurring after the end of the last fiscal year of the
four-year period which the experience study covers. For actuarial
v_&ﬁﬂ%ﬁe valuation calculations and experience studies prepared
at the direction of the legislative commission on pensions and
retirement, two copies of the document shall must be delivered to the
governing or managing board or administrative officials of the
applicable public pension and retirement fund or plan.

Sec. 6. Minnesota Statutes 1990, section 356.215, subdivision 4, is
amended to read:

Subd. 4. [ACTUARIAL VALUATION; CONTENTS.] The actuar-
ial valuation shel calculations must be made in conformity with the
requirements of the definition contained in subdivision 1 and the
most recent standards for actuarial work adopted by the legislative
commission on pensions and retirement. The actuarial valuation
shall calculations must measure all aspects of the benefit plan of the
fund in accordance with changes in benefit plans, if any, and salaries
as will er ean reasonably be anticipated to be in force during the
ensuing fiscal year. The actuarial valuation skall calculations must
be prepared in accordance with the entry age actuarial cost method.

The actuarial valuation calculations required under this section
shell must include the information required in subdivisions 4a to 4k.

Sec. 7. Minnesota Statutes 1990, section 356.215, subdivision 4a,
is amended to read:
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Subd. 4a. [NORMAL COST.] For eaeh a fund providing eny
benefits in whole or in part under a defined benefit plan, the
actuarial valuation shell eentain an exhibit indieating calculations
must indicate the level normal cost of the benefits provided by the
[aws governing the fund as of the date of the valuation calculations,
calculated in accordance with the entry age actuarial cost method.
The normal cost shall must be expressed as a level percentage of the

resent value of future payrell payrolls of the active participants of
the fund as of the date of the valuation.

Sec. 8. Minnesota Statutes 1990, section 356.215, subdivision 4b,
is amended to read:

Subd. 4b. [ACCRUED LIABILITY.] For eaeh a fund providing aay
benefits under a defined benefit plan, the actuarial valuation shell
calculations must contain an exhibit indicating the actuarial ac-
crued Tiabilities of the fund; whiech shall be equal to. This figure is
the present value of ell future benefits minus, reduced by the
present value of future normal costs, calculated in accordance with
the entry age actuarial cost method.

Sec. 9. Minnesota Statutes 1990, section 356.215, subdivision 4d,
is amended to read:

Subd. 4d. [INTEREST AND SALARY ASSUMPTIONS.] {a) For
funds governed by chapters 34; 352, 352B, 35626; 353, 353C, and 354
and 490, the actuarial valuation shall calculations must use a
preretirement interest assumption of 8.5 percent, a postretirement
interest assumption of five percent, and en a future salary increase
assumption that in each future year the salary en & reti
ment or other benefit is based is 1-066 multiplied by the salary for
the preeeding year of 6.5 percent,

(b) For funds governed by chapter 354A, the actuarial valuation
shall calculations must use preretirement and postretirement as-
sumptions of 8.5 percent and an a future salary increase assumption
that in each future year the salary on & retirement or other
benefit is based is 10656 multiplied by the salary for the preceding
year of 6.5 percent, but the actuarial valuation shall must reflect the
payment of postretirement adjustments to retirees shall be, based on
the methods specified in the bylaws of the fund as approved by the
legislature.

(c) For all other funds not specified in paragraph (a), (b), or (d), the
actuarial valuation shall calculations must use a preretirement
interest assumption of five percent, a postretirement interest as-
sumption of five percent, and ex a future salary increase assumption
that in each future year the salary en & retirement or other
benefit is based is 1035 multiplied by the salary for the preceding
year of 3.5 percent.
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{d) For funds governed by chapters 3A, 352C, and 480, the
actuarial valuation shall calculations must use a preretirement
interest assumption of 8.5 percent, a postretirement interest as-
sumption of five percent, and an a future salary increase assumption
that of 6.5 percent in each future year in which the salary amount
payable 1s not determinable from section 3.099, 15A.081, subdivision
6, or 15A.083, subdivision 1, whichever is &ppl-iea-ble— lies or from
apphcable compensatlon council recommendations unlﬂer section
15A.082; the salery on which a retirement or other benefit is based
is 1065 mtiplied by the known or computed salary for the
preceding year; whichever is applieable.

Sec. 10. Minnesota Statutes 1990, section 356.215, subdivision 4e,
is amended to read:

Subd. 4e. [OTHER ASSUMPTIONS.} The actuarial valuation
shall calculations must use assumptions concerning mortality, dis-
ability, retirement, withdrawal, retirement age, and any other
relevant demographlc or economic factor; which shall. These must
be set at levels consistent with those determined in the most recent

uadrennial experience study completed pursaant o under subdi-
vision 5, if required, or representative of the best estimate of future
experience ; a quadrennial experience study is not required. The
actuarial valuation shall calculations must contain an exhibit
indicating any actuarial assumptions used in preparing the valua-
tion report,

Sec. 11. Minnesota Statutes 1990, section 356.215, subdivision 4f,
is amended to read:

Subd. 4f [ACTUARIAL BALANCE SHEET PUBLIC SECTOR
ACCOUNTING DISCLOSURE INFORMATION.] The actuarial
valuation shall calculations must contain an aetuarial balanece

ndieate

sheet; whieh shall eurrent and expeeted fature benefit
obligations; enrrent and expeeted future assets; unfunded aetuarial

sheetferaﬂﬁuﬁde-exeept}eealpehee—salaﬂedﬁmﬁght%and
speeified volunteer firefighter funds; shall inelude the following:

GCURRENT AND EXPECTED FUTURE ASSETS

Current asgets

Cash; cash

FEixed income investments =
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Other =
Fotal eurrent assets
Expeeted future essets
Present value of expeeted future

S-tﬁtu%&!_”f 3
eontributions —

Present value of future norimal eosts -
Tetal expected future assets
Tetal eurrent nnd expeeted fature assets

CURRENT AND EXRPECTED EUTURE BENEKTT

Ty

rr
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{Total eurrent and expected future benelit
ebligations less total eurrent and

In eddition to thet itemization of benefit ebligations; separate
be approprietely ineluded in that itemization those actuarial calcu-
lations necessary to allow the retirement plan administration or

articipatin emFEXing units to prepare the pension-related %or-
tions of annual financial reporting that meet generally accep
accounting principles for the public sector.

Sec. 12. Minnesota Statutes 1990, section 356.215, subdivision 4g,
is amended to read:

Subd. 4g. [AMORTIZATION CONTRIBUTIONS.] (a) In addition
to the exhibit indicating the level normal cost, the actuarial valua-
tion shall calculations must contain an exhibit indicating the
additional annual contribution whieh weuld be required sufficient
to amortize the unfunded actuarial accrued liability. For funds
governed by chapters 3A, 352, 352B, 352C, 353, 353C, 354, 354A,
and 490, the additional contribution shall must be caleculated on a
level percentage of covered payroll basis by the established date for
full funding whieh is in effect when the valuation is prepared. The
level percent additional contribution shall must be calculated as-
suming annual payroll growth of 6.5 percent. For all other funds, the
additional annual contribution shal must be calculated on a level
annual dellar amount basis.

I£ (b} For any fund other than the Minneapolis employees retire-
ment fund, after the first actuarial valuation date occurring after
June 1, 1989, if there has not been a change in the actuarial
assumptions used for calculating the actuarial accrued liability of
the fund, a change in the benefit plan governing annuities and
benefits payable from the fund, a change in the actuarial cost
method used in calculating the actuarial accrued liability of all or a
portion of the fund, or a combination of the three, which change or
changes by themselves without inclusion of any other items of
increase or decrease produce a net increase in the unfunded actuar-
ial accrued liability of the fund, the established date for full funding
for the first actuarial valuation made after June 1, 1989, and each
successive actuarial valuation shall be is the first actuarial valua-
tion date whieh eeeurs occurring after June 1, 2020.

If; (c) For any fund or plan other than the Minneapolis employees
retirement fund, after the first actuarial valuation date occurring
after June 1, 1989, if there has been a change in any or all of the
actuarial assumptions used for calculating the actuarial acerued
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liability of the fund, a change in the benefit plan governing annu-
ities and benefits payable from the fund, a change in the actuarial
cost method used in calculating the actuarial accrued liability of all
or a portion of the fund, or a combination of the three, and the
change or changes, by themselves and without inclusion of any other
items of increase or decrease, produce a net increase in the unfunded
actuarial acerued liability in the fund, the established date for full
funding shall must be determined using the following procedure:

(i) the unfunded actuarial accrued liability of the fund shall must
be determined in accordance with the plan provisions governing
annuities and retirement benefits and the actuarial assumptions in
effect before an applicable change;

(ii) the level annual dollar contribution or level percentage,
whichever is applicable, whiech is needed to amortize the unfunded
actuarial accrued liability amount determined pursaant to sub-
eleuse under item (i) by the established date for full funding in effect
prior to before the change shall must be calculated using the interest
assumption specified in subdivision 4d in effect before the change;

(iii) the unfunded actuarial accrued liability of the fund shal
must be determined in accordance with any new plan provisions
governing annuities and benefits payable from the fund and any new
actuarial assumptions and the remaining plan provisions governing
annuities and benefits payable from the fund and actuarial assump-
tions in effect before the change;

(iv) the level annual dollar contribution or level percentage,
whichever is applicable, whieh is needed to amortize the difference
between the unfunded actuarial accrued liability amount calculated
pursuant te subelause under item (i) and the unfunded actuarial
accrued liability amount calculated pursuant to subelause under
item (iii) over a period of 30 years from the end of the plan year in
which the applicable change is effective shall must be calculated
using the applicable interest assumption spec1ﬁa subdivision 4d
in effect after any applicable change;

(v) the level annual dollar or level percentage amortization
contribution pursuant te subelause under item (iv) shall must be
added to the level annual dollar amortization contribution or level
percentage calculated pursuent te subelause under item (ii);

(vi) the period in which the unfunded actuarial accrued liability
amount determined in subelause item (iii) will be is amortized by
the total level annual dollar or level percentage amortization
contribution computed pursaant te subelouse under item (v) shell
must be calculated using the interest assumption  specified in

subdivision 4d in effect after any applicable change, rounded to the
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nearest integral number of years, but whiek shall not to exceed &
period of 30 years from the end of the plan year in which the
determination of the established date for full funding using the
procedure set forth in this clause is made and whieh shall not to be
less than the period of years beginning in the plan year in which the
determination of the established date for full funding using the
procedure set forth in this clause is made and ending by the date for
full funding in effect before the change; and

(vii) the period determined pursuant to subelause under item (vi)
shall must be added to the date as of which the actuarial valuation
was prepared and the date obtained shall be is the new established
date for full funding.

(d) For the Minneapolis employees retirement fund, the estab-
lished date for full funding shell be is June 30, 2017.

Sec. 13. Minnesota Statutes 1990, section 356.215, subdivision 4h,
is amended to read:

Subd. 4h. [ACTUARIAL GAINS AND LOSSES.] The actuarial
valuation shell calculations must contain an exhibit consisting of an
analysis by the actuary explaining the net increase or decrease in
the unfunded actuarial accrued liability since the last valuation
smust be provided. The explanation shall must subdivide the net
increase or decrease in the unfunded actuarial accrued liability into
at least the following parts: '

(a) increases or decreases in the unfunded actuarial accrued
liability because of changes in benefits;

(b) increases and decreases in the unfunded actuarial accrued
liability because of eaeh ehenmge; if any;, changes in actuarial
assumptions;

(c} increases or decreases in the unfunded actuarial accrued
liability separately by seuree attributable to actuarial gains or
losses resulting from any experience deviations ef from the assump-
tions on which the valuation is based, as follows:

(i) actual investment earnings;;
(ii) actual postretirement mortality rates; and,

(iii) actual salary increase rates from the assumptiens en whieh
the valuatiens are based; and

(iv) the remainder of the increase or decrease not attributable to
any separate source;
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{d) increases or decreases in unfunded actuarial accrued liability
because of other reasons, including the effect of any amortization
contribution paid or additional amortization contribution previ-
ously calculat%d—ﬁut unpaid; and

(e) increases or decreases in unfunded actuarial accrued liability
beeause of changes in eligibility requirements or groups included in
the membership of the fund.

Sec. 14. Minnesota Statutes 1990, section 356.215, subdivision 41,
is amended to read:

Subd. 4i. [MEMBERSHIP TABULATION.] The actuarial valua-
tion shall calculations must contain an exhibit eensisting of a
tabulation of active membership and annuitants in the fund. If the
membership of a fund is under more than one general benefit
program, a separate tabulation shall must be made for each general
benefit program. The tabulations shell must be prepared by the
administration of the pension fund and must contain the following

information:

ta) (1) Active members Number
As of last valuation date
new entrants
Total

Separations from active service
Refund of contributions
Separation with deferred annuity
Separation with neither refund nor deferred

annuity
Disability
Death
Retirement with service annuity

Total separations
As of current valuation date

(k) (2) Annuitants Number
As of last valuation date
New entrants
Total
Terminations
Deaths
Other

Total terminations
As of current valuation date

The tabulation required under subelause (b} shall clause (2) must
be made separately for each of the following classes of ennwitents
benefit recipients:
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(1) service retirement annuitants;

(2)  disability benefit recipients;

(3) Surviving speuse survivor benefit recipients
iving ehild benefit reeipients; and

4)  deferred annuitants,

TEETE

Sec. 15. Minnesota Statutes 1990, section 356.215, subdivision 4j,
is amended to read:

Subd. 4j. [ADMINISTRATIVE EXPENSES.] The actuarial valu-
ation shall esntain an exhibil indieating a statement of calculations
must indicate the administrative expenses of the fund, expressed
both in dollars and alse as a percentage of covered payroll

Sec. 16. Minnesota Statutes 1990, section 356.215, subdivision 4k,
is amended to read:

Subd. 4k. [PLAN SUMMARY.] The actuarial valuation shal
calculations must contain en exhibit indieating a summary of the
principal provisions of the plan upon which the valuation is based.

Sec. 17. Minnesota Statutes 1990, section 356.215, subdivision 5,
is amended to read:

E&Selllbd 5. [QTADRENNIAL EXPERIENCE STUDY; CONTENTS.]
A quadrennial experience study shell, if required, must
contain an actuarial analysis of the experlence of the fund er

agseeintion and a comparison of the experience with the actuarial

agsumptions on which the most recent actuarial valuation of the
retirement fund er relief asseeiation was based— and sh&H alse

Sec. 18. Minnescta Statutes 1990, section 356.215, subdivision 6,
is amended to read:

Subd. 6. [ACTUARIAL SERVICES BY APPROVED ACTUAR-
IES.] BEach (a) The actuarial valuation calculations or quadrennial
experience study shall must be made and any actuarial consulting
services for a retirement fund or plan shell must be provided by an
approved actuary The actuarial valuation calculations or quadren-
nial experience study shall must include a eertifieation declaration
that it has been prepared in aeccordanee with the provisions of
according to sections 356.20 to 856.23 and the most recent standards
for actuarial work adopted by the legislative commission on pen-
sions and retirement.

(b) Actuarial valuatlons actuarial valuation calculations, or
experience results Rreparedl_)zan actuary retamedbzaretlrement
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fund or plan must be submitted to the legislative commission on
pensions and retirement within ten days of the submission of the
document to the retirement fund or plan.

Sec. 19. Minnesota Statutes 1990, section 356.215, subdivision 7,
is amended to read:

Subd. 7. [ESTABLISHMENT OF ACTUARIAL ASSUMPTIONS.]
Actuarial assumptions used for actuarial valuations under this
section that are other than those set forth in this section may be
changed only with the approval of the legislative commission on
pensions and retirement. A change in the applicable actuarial
assumptions may be proposed by the governing board of the appli-
cable pension fund or relief association, by the actuary retained by
the legislative commission on pensions and retirement, by the
actuarial advisor retained by to a pension fund governed by chapter
352, 353, 354, or 354A, or by the actuary retained by a local police
or firefighters relief association governed by sections 69.77 or 69.771

Sec. 20. [MODIFICATIONS IN ACTUARIAL SERVICES.}

(a) The actuary retained by the legislative commission on pen-
sions and retirement is not r%zquiTed to prepare actuarial va"lﬁal!):f—oﬁ
calculations of the public employees Tocal government correctional
employees retirement plan unless the plan is implemented by a
county under Minnesota Statutes, section 353C.04.

(b) The cost of any requested benefit projections by the commis-
sion-retained actua relatin)g to the Minnesota postretirement
investment fund for the state board of investment is payable by the
state board of investment.

(¢) Actuarial valuation calculations under Minnesota Statutes,
section 356.215, for July 1, 1991, and thereafter, are not required to
have an individual commentary section. The commentary section, if
omilted from the individual pian actuarial valuation calculations,
must be included in an appropriate generalized format as part of the
report to tilitlgllegﬁlature un?!er Minnesota Statutes, section 3.85,
SL’IEIVISIOH .

(d) Actuarial valuation calculations under Minnesota Statutes,
section 356.215, for July 1, 1991, and thereafter, are not required to
contain separate_actuariﬁll valuation results for_b_as-l?anﬂ coordi-
nated programs unless each program has a membership of at Teast
ten percent of the total membership of the fund. Actuarial valuation
al_cuiatlons under Minnesota Statutes, section 356.215, for July 1,
1991, and thereafter, are not required to contain cash flow forecasts.

(e) Actuarial valuation calculations of the public employees police
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and fire fund local consolidation accounts for July 1, 1991, and
thereafter, are not required to conlain separate tabulations or
summaries of active member, service retirement, disability retire-
ment, and survivor data for each local consolidation account.

(f) The commission-retained actuary is:

(1) required to publish experience findings for plans for which
experience findings are required only on a quadrennial basis for the
four-year period ending June 30, 1392, and every four years there-
after;

(2) not required to prepare a separate experience analysis or
publish separate experience findings for basic and coordinated
programs if separate actuarial valuation results for the programs
are not required, and

(3) not required to calculate investment rate of return experience
results on any basis other than current asset value as aegmea in
Minnesota Statutes, section 356.215, subdivision 1, clause (6).

Sec. 21. [REPEALER.)

Minnesota Statutes 1990, sections 352.85, subdivision 6; 352.86,
subdivision 4; and 353A.09, subdivision 7, are repealed.

Sec. 22. [EFFECTIVE DATE.]

Delete the title and insert:

“A bill for an act relating to retirement; various public employee
pension plans; providing for the continuation of surviving spouse
benefits in the event of remarriage; modifying the surviving spouse
benefit of the legislators retirement plan; modifying the duties and
functions of the consulting actuary retained by the legislative
commission on pensions and retirement; modifying the various
public pension plan actuarial reporting requirements; amending
Minnesota Statutes 1990, sections 3.85, subdivision 11; 3A.04,
subdivigion 1; 352B.11, subdivision 2; 352C.04, subdivisions 1 and 4;
353.01, subdivision 20; 353.31, subdivision 1; 353.657, subdivision 2;
353B.11, subdivision 6; 354.05, subdivision 15; 354.46, subdivision
1; 354A.011, subdivision 26; 356.20, subdivision 4; and 356.215,
subdivisions 1, 2, 3, 4, 4a, 4b, 44, 4e, 4f, 4g, 4h, 4i, 4j, 4k, 5, 6, and
7; repealing Minnesota Statutes 1990, sections 352.85, subdivision
6; 354.86, subdivision 4; and 353A.09, subdiviston 7.”
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With the recommendation that when so amended the bill pass.

The report was adopted.

Sarna from the Committee on Commerce to which was referred:

H.F No. 587, A bill for an act relating to security guards;
requiring the registration of the employees of private detectives and
protective agents, and proprietary guards; precluding local regula-
tion of private detectives and protective agents; providing penalties;
amending Minnesota Statutes 1990, sections 326.32, subdivision 14,
and by adding subdivisions; 326.3341; and 326.3381, subdivision 3;
proposing coding for new law in Minnesota Statutes, chapter 326.

Reported the same back with the following amendments:
Delete everything after the enacting clause and insert:

“Section 1. Minnesota Statutes 1990, section 326.32, subdivision
13, is amended to read:

Subd. 13. (a) “Security guard” means a person who wears or
carries any insignia that identifies the person to the public as
security, who is paid a fee, wage, or salary to do one or more of the
following:

(1) prevent or detect intrusion, unauthorized entry or activity,
vandalism, or trespass on private property;

(2) prevent or detect theft, loss, embezzlement, misappropriation,
or concealment of merchandise, money, bonds, stocks, notes, or other
valuable documents or papers;

(3) control, regulate, or direct the flow or movements of the public,
whether by vehicle or otherwise, to assure protection of private
property;

(4) protect individuals from bodily ﬁam; or

(5) enforce policies and rules of the security guards employer
related to crime reduction to the extent that the enforcement falls
within the scope of the security guard’s duties.

(b) The term “security guard” does not include:

(1) an auditor, accountant, or accounting clerk performing audits
or accounting functions;
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(2) an employee of a firm licensed under section 326.3381 whose
duties are primarily administrative or clerical in nature;

(3) a person employed by a proprietary company to conduct
plain-clothes surveillance or investigation,;

(4) a person temporarily employed under statute or ordinance by
political subdivisions to provide protective services at social funec-
tions;

(5) an employee of an air or rail carrier;

(6) a customer service representative or sales clerk employed in a
retail establishment; o

(7) a person employed to perform primarily maintenance or
custodial functions;

(8) a person employed as an usher or ticket taker; or

(9) a person performing security services for a nuclear facility or
defense contractor for which federal law requires a facility security

clearance.

Sec. 2. Minnesota Statutes 1990, section 326.32, subdivision 14, is
amended to read:

Subd. 14. [ARMED EMPLOYEE.] “Armed employee” means an
employee of a securit; ard or a private detective or protective
agent license holder or employee who at any time in the perfor-
mance of the employee’s duties wears, carries, possesses, or has
access to a firearm.

Sec. 3. [326.3312] ILOCAL REGULATION PRECLUDED.]

No political subdivision of the state may enact or enforce an
~ ordinance reg}Eﬂatmgz licensing, or taxing license holders or employ-
ees of license holders governeg by sections 326.32 to 326.339.

Sec. 4. Minnesota Statutes 1990, section 326.3341, is amended to
read:

326.3341 [EXEMPTIONS.]

Seetions 326-32 te 326-338 The licensing requirements of section
326.3381 do not apply to:

(1) an employee while providing seecurity or conducting an inves-
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tigation of a pending or potential claim against the employee’s
employer;

(2) a peace officer or employee of the United States, this state or
one of its political subdivisions, while engaged in the discharge of
official duties for the government employer, or a confidential infor-
mant working under a law enforcement agency;

(3) persons engaged exclusively in obtaining and furnishing
information as to the financial standing, rating, and credit respon-
sibility of persons er as te the persenal habits, and the financial
responsibility of applicants for insurance, indemnity bonds, or
commercial credit;

{4) an attorney-at-law while performing the duties of an attorney-
at-law or an investigator employed exelusively by en atterney or
who is an employee of a law firm eageged in investigating legal
matters;

?

(5) a collection agency or finance company licensed to do business
under the laws of this state or an employee of one of those companies
while acting within the scope of employment when making an
investigation incidental to the business of the agency, including an
investigation as to location of a debtor, of the debtor’s assets or
property, provided the client has a financial interest in or a lien upon
the assets or property of the debtor;

(6) an insurance adjuster employed exclusively by an insurance
company, or licensed as an adjuster with the state of Minnesota and
engaged in the business of adjusting insurance claims; or

(7) persons engaged in responding to alarm signals including, but
not limited to, fire alarms, industrial process failure alarms and
burglary alarms, for purposes of maintaining, repairing or resetting
the alarm, or for opening the premises for law enforcement person-
nel or responding agents.

Sec. 5. [326.3342] [REGISTRATION OF EMPLOYEES WITH
ACCESS TO-WEAPONS.]

Subdivision 1. [REGISTRATION PROCESS.] (a) When a license
holder hires a person to perform armed security services as a private
detective or security guarzl, or a proprietary employer hires a person
to perform armed security services as a security guard, the employer
shall submit to the bureau of criminal appreilension a full set of
fingerprints of each employee and the written consent of the
employee to enable the bureau to determine whether that person
has a criminal record. The person }]s_ % conditional employee In the
gosition r%]uiring registration until the empiIO)Eer receives a rem'rt

rom the bureau that, based on a check of the criminal recor
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maintained by the bureau, the prospective employee has not been
convicte i_n_lglinnesota of a felony or any offense listed in section
326.3381, subdivision 3, other than a misdemeanor or gross misde-
meanor assault. During the period of conditionaﬁ:nTpfoyment, the
person %EX not serve in an armed security services position as a
private detective, protective agent, or security guard, but may be
trained by the employer. o T T

{b) When the employee ceases to be a conditional employee, the
employer shall apply to the board for registration of the employee as
required by this section.

{c) When the bureau receives employee fingerprints under this
section, the bureau shall immediately request tEe Beaera[ Bureau of
Investigation to conduct a check of each conditional employee’s
criminai record, and the bureau of criminal apprehension siiall
immediately forward the results to the employer when they are
received.

(d) If the bureau report or Federal Bureau of Investigation report
indicates that the empioyee was convicted of a_aisgualiﬁin% offense
the employer shall immediately remove the employee from job
duties involving the performance of armed security services.

(e) For purposes of this section, “armed security services” means
the duties of a person acting as an armed employee or performing
the duties of a position in which the person uses or has regular
access to any ll;m of weapon, including a bludgeon, nightstick,

W

baton, chemical weapon, or electronic incapacitation device.

Subd. 2. [REGISTRATION QUALIFICATIONS.] A license holder
or an employer of a security guard shall apply to the board for
registration of a new employee who performs armed security ser-
vices. To qualify for registration under this section, a person must:

(1) be at least 18 years old or, if employed as an armed employee,
at Teast 21 years old; g —

and
(3) not have been convicted in any jurisdiction of a violent offense
that would be a felony under the laws of this state, or, during the
revious ten )[er:u":slF _o_f‘ a nonviolent offense that would be a feion'
under the Jaws of this state, or, during the previous five years, of an
offense that would be a gross misdemeanor listed in section
326.3381, subdivision 3, under the laws of this state.

Subd. 3. [APPLICATION; CONTENTS.] (a) An applicant for
registration under this section shall provide to the applicant’s
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employer, for forwarding to the board and on a form furnished by the
board, the Tollowing information with respect to the applicant:

(1) full name, full current address, and residence telephone
number;

(2) date and place of birth;

(3) proof of United States citizenship or work authorization;

(5) names and addresses of all employers during the last five
years;

convictions in any jurisdiction, including the dates, locations, and
of

(6) a list of any past or Eendin% criminal charges, arrests, and
specific nature of the offenses and a description of any sentence;

(7) if an applicant was in military service, the type of discharge;

(8) a general physical description; and

(9) a list of any name or names, other than the name used on.the
apﬁl'icaffo_n,_uiﬁ by the applicant or by which the applicant was
known, along with an explanation of where and when the name or
names were used and the reason for the use.

(b) In addition, the applicant shall furnish to the applicant’s
employer for forwarding to the hoard:

(2) one color photograph, taken within the last three months, that

shows the Eair_stzieg iacial hair, and eyeglasses worn by the

applicant at the time of application, and an aﬁaltlonal color photo-
aph b

gﬁ ph, in a size and format prescribed by the employer, for use on
the employer’s i1dentification card;

(3) a sworn statement whether the applicant has been denied
registration for comparable employment in this state or in any other
jurisdiction, or has had a registration suspended or revoked, and, if

s0, an explanation of the date and place of the action and the reason

for it; and

(4) a sworn statement that the applicant %]l notify the board in
writing within 14 days of any material change in any of the
information furnished on the application form. _ -
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(c) An applicant who submits false information of a material
nature under aragraph (a) or (b) or subdivision 4 will not be
%ermittea to reappl _Ifor registration for a Feriod of two years from

the date of the application containing the false information.

Subd. 4. [TRAINING REQUIREMENTS.] In addition to the
information and materials required by subdivision 3, an applicant
f;owr registration Shf-:ig furnish to the employer, for forwarding to the

ard, evidence of having successfully completed the training re-
quired under section 326.3361 in a program approved by the %aﬁf

Subd. 5. [FEES.] A nonrefundable money order or cashier’s check
in an amount prescribed by the board under section 16A.128, but not
to exceed $3, must accompany an application for registration or
reregistration under this section.

Sec. 6. [326.3343] [PROCESSING OF EMPLOYEE APPLICA-
TIONS.]

Subdivision 1. [APPLICATION.] Within ten days after receiving a
complete application from an applicant’s employer, the board shall
issue the applicant a registration certificate, including a registra-
tion certificate as an armed employee if the applicant meets the
requirements of section 5, subdivision 4, after the applicant has
provided evidence of having successfully completed the preassign-
ment or on-the-job training, or the equivalent, required by section 5
subdivision 4. A registration is valid for one year from its date of
issuance and may be renewed for additional one-year periods upon
application prescribed by the board and the payment of a fee
prescribed by the board under section 16A.128, but not to exceed §3.

Subd. 2. [TERMINATION OF EMPLOYMENT] If a relg].'strant’s
employment is terminated for % reason, the employer shall notify
the 'anrgl of the termination within 30 days. If a registrant is again
employed by a license holder while the registrant’s registration is
va[i'a, the employer shall notif th_e_lf)aré within ten %a s of the
start of the new employment. An employer who fails to comply with
this secfion is subject to disciplinary action under section 326.3387.

Sec. 7. Minnesota Statutes 1990, section 326.336, subdivision 1, is
amended to read:

Subdivision 1. A license holder may employ, in connection with
the business of private detective or protective agent, as many
unlicensed persons as may be necessary; provided that every license
holder is at all times accountable for the good conduct of every
person employed. ReFjstration of persons to perform armed security
services is governed by section 5. For other employees, when a
license hT)l(jer hires a person to perform services as a private
detective or preteetive agent security guard, the employer shall
submit to the bureau of criminal apprehension a full set of finger-
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prints of each employee and the written consent of the employee to
enable the bureau to determine whether that person has a criminal
record. The employee is a conditional employee until the employer
receives a report from the bureau that, based on a check of the
criminal records maintained by the bureau, the prospective em-
ployee has not been convicted in Minnesota of a felony or any offense
listed in section 326.3381, subdivision 3, other than a misdemeanor
or gross misdemeanor assault. During the period of conditional
employment, the person may not serve as a private detective or

ive agenb security guard, but may be trained by the employer.
The bureau shall 1mm€5 iately request the Federal Bureau of Inves-
tigation to conduct a check of each conditional employee’s criminal
record, and the bureau of criminal apprehension shall immediately
forward the results to the employer when they are received. If the
bureau report or Federal Bureau of Investigation report indicates
that the employee was convicted of a disqualifying offense, the
employer shall immediately dismiss the employee.

Sec. 8. Minnesota Statutes 1990, section 326.336, subdivision 2, is
amended to read:

Subd. 2. An identification card must be issued by the license
holder to each employee. The card must be in the possession of the
employee to whom it is issued at all times. The identification card
must contain the license holder’s name, logo (if any), address or
Minnesota office address, and the employee’s photograph and phys-
ical description. The card must be signed by the employee and by the
license holder, qualified representative, or Minnesota office man-
ager. The card must indicate when the employee successfully
completed certified training and certified continuing training, as
prescribed by section 326.3361 and any rules adopted under section
326.3361.

Sec. 9. Minnesota Statutes 1990, section 326.3361, subdivision 1,
is amended to read:

Subdivision 1. [RULES.] The board shall, by rule, prescribe the
requirements, duration, contents, and standards for successful com-
pletion of certified training programs for license holders, qualified
representatives, Minnesota managers, partners, security guards,
and employees, including:

(1) first aid and firearms training required for armed employees,
including training in the legal limitations on the justifiable use of
force and deadly force as specified in sections 609.06 and 609.065;

(2) training in the use of weapons other than firearms, including
bludgeons, nightsticks, batons, chemical weapons, and electronic
incapacitation devices, and in the use of restraint or immobilization
techniques, including the carotid neck restraint;
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(4) standards for weapons and equipment issued to or carried or
used by license holders, qualified representatives, Minnesota man-

agers, partners, security guards, or employees;

& (5) preassignment or on-the-job training, or its equivalent,
required before applicants may be certified; and

£} (6) continuing training for license holders, qualified represen-
tatives, Minnesota managers, partners, security guards, emp'](:»yeesl
and armed employees.

Sec. 10. Minnesota Statutes 1990, section 326.3361, subdivision 2,
is amended to read:

Subd. 2. [REQUIRED CONTENTS.] The rules adopted by the
board must require:

(1) 12 hours of preassignment or on-the-job certified training
within the first 21 days of employment, or evidence that the
employee has successfully completed equivalent training before the
start of employment;

(2) standards for certification of en a license holder, qualified
representative, Minnesota manager, pariner, security guard, or
employee, by the board, as i to carry or use a firearm, a
weapon other than a firearm, or an immobilizing or restraint
technique; and

(3) six hours a year of certified continuing training for all license
holders, qualified representatives, Minnesota managers, partners,
security guards, and employees, and an additional six hours a year
or armed employees, which must include annual certification of the
armed employee.

An employee may not carry or use a weapon while undergoing
on-the-job training under this subdivision.

Sec. 11. Minnesota Statutes 1990, section 326.3361, subdivision 3,
is amended to read:

Subd. 3. [USE OF WEAPONS; CERTIFICATION REQUIRED.]
The rules must provide that no license holder, qualified representa-
tive, Minnesota manager, partner, security guard, or employee may
carry or use a weapon or immobilizing or restraint technique
without being eertified having successfully completed certified
training as directed by the board as qualified e do se. The board

issue an identification card to & persen eertified under this
subdivision issued by the license holder under section 326.336,
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subdivision 2, shall indicate when the person successfully completed
the required certified training and certified continuing training. A
certified license holder, qualified representative, Minnesota man-
ager, partner, or employee shall have the card in the ’

possession wﬁil?wepl-&iﬂg as an ermed employee acting within the

scope of the licensed activity as a private detective or protective
agent as defined in section 326.338. .

Sec. 12. Minnesota Statutes 1990, section 326.3381, subdivision
1a, is amended to read:

Subd. 1a. [PROPRIETARY EMPLOYERS.] A proprietary em-
ployer is not required to obtain a license, but must comply with
section 326-336; subdivisior 1 5, with respect to the hiring of
security guards.

Sec. 13. Minnesota Statutes 1990, section 326.3381, subdivision 2,
1s amended to read:

Subd. 2. [APPLICATION PROCEDURE.] The board shall issue a
license upon application to any person qualified under sections
326.32 to 326.339 and under the rules of the board to engage in the
business of private detective or protective agent. The license shall
remain effective for two years as long as the license holder complies
with sections 326.32 to 326.339, the laws of Minnesota, and the rules
of the board. Upon receipt of an application for private detective or
protective agent license, the board shall:

(1) post notice of the application in its office for a period of 20 days,
and notify all persons who have requested notification of applica-
tions;

(2) conduct an investigation as it considers necessary to determine
the qualifications of the applicant, qualified representative, Minne-
sota manager,- and if appropriate, a partner or corporate officer,
including, when appropriate, a criminal history record check; and

(3) notify the applicant of the date on which the board will conduct
a review of the license application.

Sec. 14. Minnesota Statutes 1990, section 326.3381, subdivision 3,
is amended to read:

Subd. 3. [DISQUALIFICATION.| No person is qualified io hold a
license who has:

(1) been convicted of (i) a felony by the courts of this or any other
state or of the United States; (ii) aets whieh ff@ act that, if done in
Minnesota, would be any of the following offenses at the fe]on_]g or

gross misdemeanor level: criminal sexual conduct; assault; theft;
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larceny; burglary; robbery; unlawful entry; extortion; defamation;
buying or receiving stolen property; using, possessing, manufactur-
ing, or carrying weapons unlawfully; using, possessing, or carrying
burglary tools unlawfully; escape; pessession possessing, preduetion
roducing, sale selling, or distribution of naresties distributin
control]eg substances unlawfully; or (iii) in any other country of acts
which, if done in Minnesota, would be a felony or would be any of the
other offenses provided in this clause and for which a full pardon or
similar relief has not been granted;

(2) made any false statement in an application for a license or any
document required to be submitted to the board; or

(3) failed to demonstrate to the board good character, honesty, and
integrity.

Sec. 15. Minnesota Statutes 1990, section 326.3386, subdivision 2,
is amended to read:

Subd. 2. [LICENSE FEE.] Each applicant for a private detective or
protective agent license shall pay to the board a license fee, as
determined by the board. In the event that an applicant is denied
licensing by the board, one-half of the license fee shall be refunded
to the applicant. The board may also collect from license applicants
an appropriate fee to covelqé cost of a criminal history record
EHec[E.

Sec. 16. Minnesota Statutes 1990, section 326.3388, is amended to
read:

326.3388 [ADMINISTRATIVE PENALTIES.]

The board shall, by rule, establish a graduated schedule of
administrative penalties for violations of sections 326.32 to 326.339
or the board’s rules. The schedule must include minimum and
maximum penalties for each violation and be based on and reflect
the culpability, frequency, and severity of the violator’s actions. The
board may impose a penalty from the schedule on a license holder or
on any other person for a violation of sections 326.32 to 326.339 or
Hu_e?u%es of the board. In addition, the board may seek court orders
against violators requiring them o cease operations that violate
sections 326.32 to 326.339. The penalty 1s in addition to any
criminal penalty imposed for the same viclation. Administrative
penalties imposed by the board must be paid to the general fund.

Sec. 17. [EXISTING EMPLOYEES.}

Notwithstanding sections 5 and 6, a person employed as a security
gl':lard performing armed security services, as Hefmeﬁ in section 5, on
the effective date of sections 5 and 6 shall register with the board
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within six months after. the effective date. A person employed as an
armed employee shall successfully complete the training required
for registration as an armed employee within 60 days of tffe‘e ective
date. _%1 person covered by this section shall also comply with the
continuing training requirements prescribed by the board.

Sec. 18. [REVISOR INSTRUCTION.]

The revisor of statutes shall arrange the definitions in Minnesota
Statutes 1992, section 326.32, in alpiialﬁical order.

Sec. 19. [EFFECTIVE DATE.]

Sections 1 to 18 are effective July 1, 1992.”

Delete the title and insert:

“A bill for an act relating to security guards; requiring the
registration of certain employees of private detectives and protective
agents, and proprietary employers; precluding local regulation of
private detectives and protective agents; providing penalties;
amending Minnesota Statutes 1990, sections 326.32, subdivisions
13 and 14; 326.3341; 326.336, subdivisions 1 and 2; 326.3361,
subdivisions 1, 2, and 3; 326.3381, subdivisions 1la, 2, and 3;
326.3386, subdivision 2; and 326.3388; proposing coding for new law
in Minnesota Statutes, chapter 326.”

With the recommendation that when so amended the bill pass and
be re-referred to the Committee on Judiciary.

The report was adopted.

Kalis from the Committee on Transportation to which was re-
ferred:

H. F. No. 723, A bill for an act relating to transportation; estab-
lishing state transportation goals and requiring periodic revisions of
the state transportation plan; establishing a Minnesota highway
board and prescribing its powers and duties; directing a study of
rail-highway grade crossings and requiring a report; authorizing the
commissioner of transportation to make grants for the improvement
of commercial navigation facilities; authorizing local units of gov-
ernment to advance funds for the completion of trunk highway
projects; authorizing cities to assess up to 35 percent of a street
improvement without regard to benefits conferred; authorizing cities
to impose street access charges on building permits; authorizing
road authorities to enter into agreements for the construction,
maintenance, and operation of toll roads and bridges; creating a
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transportation services fund and providing for its uses; specifying
percentage of unrefunded motor fuel tax revenue that is attributable
to use on forest roads; authorizing the commaissioner of transporta-
tion to plan, acquire, construct and equip light rail transit facilities,
and restricting authority of regional rail authorities; directing a
study of highway corridors; creating a legislative advisory commis-
sion on transportation and directing it to conduct certain studies;
amending Minnesota Statutes 1990, sections 162.02, subdivision 3a;
168.54, subdivigsions 5 and 6; 169. 09 subdivision 13 169.86, subdi-
vision 5; 169.862; 170.23; 171. 185; 171. 26; 171.36; 173 13, subdivi-
sion 4; 173. 231; 174.01; 174.03, subdivision 2, and by addlng a
subdl\flsmn 221. 036, subd1v1smn 14; 296, 16 subdivision 1a;
296.421, subd1v1310n8 299D.03, subdivision 5; 398A. 04, subdivision
8; 473, 399 by adding a Suble]SlOn 473.3993, ‘subdivisions 2,3, and
by adding a subdivision; 473.3994; 473.3996; proposing coding for
new law in Minnesota Statutes, chapters 3; 160; 161; 162; 174; 221;
471; and 473; proposing coding for new law as Minnesota Statutes,
chapter 457A; repealing Minnesota Statutes 1990, section 473.3994,
subdivision 6; and Laws 1989, chapter 339, section 21.

Reported the sarﬁe back with the following amendments:

Delete everything after the enacting clause and insert:

“ARTICLE 1
TRANSPORTATION PLANNING

Section 1. Minnesota Statutes 1990, section 174.01, is amended to
read:

174.01 [CREATION; POLICY.]

Subdivision 1. [DEPARTMENT CREATED.] In order to provide a
balanced transportation system, which system includes aeronautics,
highways, motor carriers, ports, public transit, railroads and pipe-
lines, a department of transportation is created. The department
shall be the principal agency of the state for development, imple-
mentation, administration, consolidation, and coordination of state
transportation policies, plans and programs.

Subd. 2. [TRANSPORTATION GOALS.] The legislature estab-
lishes the following goals of the state transportation system:

(1) to provide safe transportation for all users throughout the
state,

(2) to provide multimodal transportation that enhances mobility
and economic development and that provides access io all persons
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and businesses in Minnesota while ensuring that there is no undue
burden placed on any community;

(3) to provide a reasonable travel time for commuters to and from
work or school;

(4) bo rovide for the economical, efficient, and safe movement of
to and from markets by rall hlghway, ‘and waterway;

{5) to encourage tourism by providing appropriate transportation
to Minnesota facilities designed ?1 to attract tourist;

{6) to provide transit services throughout the state to meet the
mobility needs of transit users;

{7) to manage the transportation system to ensure the highest
levels of productivity;

(8) to provide safe and efficient air transportation in Minnesota;

(9) to maximize the benefits received for each state transportation
investment,;

(10) to provide funding for transportation that, at a minimum,
ensures no further deterioration of the transportatmn infrastruc-
ture;

{11) to ensure that the planning and implementation of all modes
of transportation are consistent with the environmental and energy
goals of the state; and

{12) to increase high occupancy vehicle use; and

(13) to increase transit use in urban areas by giving highest
Erlontz to the transportation modes with the greatest people-
moving capacity, to the extent practicable.

Sec. 2. Minnesota Statutes 1990, section 174.03, is amended by
adding a subdivision to read:

Subd. la. [REVISION OF STATE TRANSPORTATION PLAN.]
The commissioner shall revise the state transportation plan not
Tater than July I, 1993, and not later than July 1 of each odd-
numbered year afterward. The revised state transportation plan
must:

(1) incorporate the goals of the state transportation syst.em as
enumerabeg in section 174 01 and
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(2) provide for objectives, policies, and strategies for achieving
those goals.

Sec. 3. Minnesota Statutes 1990, section 174.03, subdivision 2, is
amended to read:

Subd. 2. IMPLEMENTATION OF PLAN.] After the adoption and
each revision of the statewide transportation plan, the commissioner

and the transportation regulation board shall take no action incon-
sistent with that revised plan.
ARTICLE 2

RAILROAD CROSSINGS
Section 1. [RAIL-HIGHWAY CROSSING IMPROVEMENT.]

Subdivision 1. [STATE RAIL CORRIDOR STUDY.] The commis-
sioner of transportation shall conduct a study of railroad crossing
safety and improvement in Minnesota.

Subd. 2. [CONTENT OF STUDY.} The rail-highway grade cross-
ing study must include:

(1) a method of determining the relative benefits of grade crossin
rotection and improvement to the railroad, the road authority, a.n_ﬁ
t_'ﬁe public and cost-sharing guidelines;

(2) sources of funding for grade crossing protection and improve-
ment,;

(3) research needs for grade crossing safety; and

(4) recommendations for statutory changes to improve grade
crossing safety.

Subd. 3. [REPORT.] The commissioner shall report to the %ovemor
and legislature not later than February I, 1992, on the results of the

stuaz.

Sec. 2. Minnesota Statutes 1990, section 169.26, is amended to
read:

169.26 [SPECIAL STOPS AT RAILROADS.]

Subdivision 1. [REQUIREMENTS.] (a) When any persen driving
a vehicle approaches a railroad grade crossing under any of the
circumstances stated in this paragraph, the driver shall stop the
vehicle not less than ten feet from the nearest railroad track and
shall not proceed until safe to do so. These requirements apply when:
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(1) a clearly visible electric or mechanical signal device warns of
the immediate approach of a railroad train;

(2) a crossing gate is lowered warning of the immediate approach
or passage of a railroad train; or

(3) an approaching railroad train is plainly visible and is in
hazardous proximity.

(b} The driver of a vehicle shall stop and remain standing and not
traverse the grade crossing when a human flagger signals the
approach or passage of a train. No person may drive a vehicle past a
flagger at a railroad crossing until the flagger signals that the way
is clear to proceed.

{c) The fact that a train approaching a railroad grade crossing is
visible from the crossing shaii be prima facie evidence that 1t is not
safe to proceed.

Subd. 1a. [VIOLATION.] (a) A peace officer may arrest the driver
of a motor vehicle if the peace officer has probable cause to believe
that the driver has operated the vehicle in violation of subdivision 1
within the past four hours. ~

(b) The owner or, in the case of a leased vehicle, the lessee of a
motor vehicle is subject Lo the penalties in subdivision & 2'if a motor
vehicle owned or leased by the person is operated in viclation of
subdivision 1. This subdivision does not apply to a lessor of a motor
vehicle if the lessor keeps a record of the name and address of the
lessee. This subdivision does not prohibit or limit the prosecution of
a motor vehicle operator for viclating subdivision 1. A violation of
this paragraph does not constitute grounds for revocation or suspen-
sion of t_ffe owner’s driver’s license.

Subd. 2. [PENALTY.] A person who violates this section is guilty
of a misdemeanor and subject to the following penalties:

(1) for the first offense, a fine of $100 and four hours of community
service in an operation _ii_f'e saver program,;

(2} for the second offense, a fine of $150 and eight hours of

community service in an operation life saver program; an

(3} for the third and subsequent offenses, a fine of $250 and 12
hours of community service in an operation Iife saver program.

Subd. 3. {DRIVER TRAINING.] All driver education eourses
a roved_fl_il the commissioner of education and the commissioner of
uElic sa. et; must include instruction on railroad-highway grade

crossing safety. The commissioner of education and the commis-
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sioner of public safety shall by rule provide minimum standards of
course content relating to operation of vehicles at railroad and
highway grade crossings.

Subd. 4. [APPROPRIATION. | The fines collected for a violation of
subdivision 1 must be deposited in the stale treasury and appropri-
ated to the rail service improvement account under section 222.49
for public education on railroad grade crossing safety.

Sec. 3. Minnesota Statutes 1990, section 171.13, subdivision 1, is
amended to read:

Subdivision 1. [APPLICANTS.| Except as otherwise provided in
this section, the commissioner shall examine each applicant for a
driver’s license by such agency as the commissioner directs. This
examination must include a test of applicant’s eyesight; ability to
read and understand highway signs regulating, warning, and direct-
ing traffic; knowledge of traffic laws;, knowledge of the effects of
alcohol and drugs on a driver’s ability to operate a motor vehicle
safely and legally; knowledge of railroad grade crossing safety; an
actual demonstration of ability to exercise ordinary and reasonable
control in the operation of a motor vehicle; and other physical and
mental examinations as the commissioner finds necessary to deter-
mine the applicant’s fitness to operate a motor vehicle safely upon
the highways, provided, further however, no driver’s license shall be
denied an applicant on the exclusive grounds that the applicant’s
eyesight is deficient in color perception. Provided, however, that war
veterans operating motor vehicles especially equipped for handi-
capped persons, shall, if otherwise entitled to a license, be granted
such license. The commissioner shall make provision for giving
these examinations either in the county where the applicant resides
or at a place adjacent thereto reasonably convenient to the appli-
cant.

Sec. 4. Minnesota Statutes 1990, section 171,13, is amended by
adding a subdivision to read:

Subd. 1d. |[RAILROAD CROSSING SAFETY.] The commissioner
shall include in each edition of the driver’s manual published by the
department a section relating to safe operation of vehicl_exs at
railroad grade crossings. o

Sec. 5. Minnesota Statutes 1990, section 219.074, is amended by
adding a subdivision to read:

Subd. 3. [CROSSING INVENTORY.] By December 31, 1993, the
commissioner shall complete an inventory of all public and private

ade crossings in the state and shall annually revise the inventory
to reflect grade crossing changes made under this section.
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Sec. 6. [219.165] |[SAFETY RULES AT PRIVATE RAILROAD
GRADE CROSSINGS.]

1]?;)1 December 31, 1992, the commissioner shall adopt rules estab-
lishing minimum safety standards at all private railroad grade
crossings in the state.

Sec. 7. [219.384] |REMOVAL OF DANGEROUS OBSTRUC-
TEONS. |

Subdivision 1. [REMOVAL ORDERED.] If a railroad company,
road authority, or abutting QroFertz owner fails to control the

rowth of trees or vegetation or the placement of structures or other
obstructions on its right-of-way or property so as to interfere with
the safety of the pu,BIic iraveling on a public or private grade
crossing, the local governing body of the town or municipalit w%ere
Ell% grade cro(_;ssing is located may, by notic:]a, require the (;‘Bstructmn
to be removed as necessary to provide an adequate view of oncomin
trains at the crossings. IE(—.‘— commissioner s%all adopt rules estali-
lishing minimum standards for visibility at public and private grade
crossings. .

Subd. 2. [PENALTY.] A railroad comEan}_r, road authority, or

roperty owner that fails to comply with this section within 30 days

afdr being notified in writing is subject to a fine of $50 for each day
that the condition is uncorrected.

Sec. 8. Minnesota Statutes 1990, section 219.402, is amended to
read:

219.402 |ADEQUATE CROSSING PROTECTION. |

Crossing safety devices or improvements installed or maintained
under this chapter as approved by the board, or the commissioner,
whether by order or otherwise, are adequate and appropriate pro-
tection for the crossing.

Sec. 9. Minnesota Statutes 1990, section 222.50, subdivision 7, is
amended to read:

Subd. 7. The commissioner may expend money from the rail
service improvement account for the following purposes:

ta) To pay interest adjustments on loans guaranteed under the
state rail user loan guarantee program;

(b) To pay a portion of the costs of capital improvement projects
designed to improve rail service including construction or improve-
ment of short segments of rail line such as side track, team track and
connections between existing lines, and construction and improve-
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ment of loading, unloading, storage and transfer facilities of a rail
user;

(c) To acquire, maintain, manage and dispose of railroad right-of-
way pursuant to the state rail bank program;

(d) To provide for aerial photography survey of proposed and
abandoned railroad tracks for the purpose of recording and reestab-
lishing by analytical triangulation the existing alignment of the
inplace track; or

(e) To pay a portion of the costs of acquiring a rail line by a
regional railroad authority established pursuant to chapter 398A.

(f) To promote research and public education in railroad %l_'ade
crossing safety, in an amount not exceeding one percent of the
money in the account in a fiscal year. The commissioner shall use
5@ 0_% the funds available under this Earagzagh to determine and

emonstrate the feasibility and desirability of increasin E,_FI(-) visi-
bility of trains at railroad grade crossings including adding reflec-
torized materials or strobe iigﬁts to ra?r cars. The commissioner
shall report to the chairs of the senate and house of representatives

committees on transportation on the results of any such demonstra-
tion project.

All money derived by the commissioner from the disposition of
railroad right-of-way or of any other property acquired pursuant to
sections 222,46 to 222.62 shall be deposited in the rail service
improvement account.

ARTICLE 3
PORT DEVELOPMENT ASSISTANCE

Section 1. [457A.01) [DEFINITIONS. |

Subdivision 1. [SCOPE.| For purposes of sections 1 to 6

, the
following terms have the meanings given them. o

Subd. 2. [COMMERCIAL NAVIGATION FACILITY.] “Commer-
cial navigation facility” means (1) terminals and docks used for the
transfer of property or passengers between commercial vessels and

land, and supporting equipment, structures, and transggrtat_iﬁ
facilities, (2) disposal facilities for dredging material produced by
%t!t_ development projects, and (3) builainFs and related structures
and facilities used by commercial vessels under construction or
repair. “Commercial navigation facility” does not include any com-
mercial navigation facility that is (1) not on the commercial navi-

gation system, or (2} the responsibility of the United States corps of
army engineers g_t_hEUnif& States coast guard.
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Subd. 3. [COMMERCIAL VESSEL.] “Commercial vessel” means a
vessel used for the transportation of passengers or property. “Com-
mercial vessel” does not include a vessel used primari iy for Tecre-
ational or sporting purposes.

Subd. 4. [COMMISSIONER. | “Commissioner” means the commis-
sioner of transportation.

Subd. 5. IDREDGING.| “Dredging” means excavating harbor
sediment or bottom materials, including mobilizing or operating
equipment for excavating and transporting dredged material to the

placing dredged material in a disposal facility.

Subd. 6. INAVIGATION SYSTEM.| “Navigation system” means
(1) the commercially navigable waters of the Mississippi River, the
Minnesota, and the St. Croix rivers, (2) the commercial harbors on

Minnesota’sme_srlp_erior horeline, and (3) the commercial navi-

gation facilities on those waterways.

Sec. 2. |457A.02] [PROGRAM ESTABLISHED.]

Subdivision 1. [PURPOSE OF PROGRAM.] A port development
assistance program is established for the purpose of:

(1) expediting the movement of commodities and passengers on
the commercial navigation system;

(2) enhancing the commercial vessel construction and repair
industry in Minnesota; and

(3) promoting economic development in and around ports and
harbors in the state.

Subd. 2. [COMMISSIONER TO ADMINISTER.] The commis-
sioner shall administer the port development assistance program to
advance the purposes of subdivision 1. In administering the pro-
gram, the commissioner may:

(1) make grants and loans to persons eligible under section 3,
subdivision 1, to apply for them; (Z) make assistance agreements
with recipients of grants and loans; and (3) adopt rules authorized
by section 5.

Sec. 3. [457A.03] [PORT ASSISTANCE.|

Subdivision 1. [ELIGIBLE APPLICANTS.] Any person, political
subdivision, or port authority, that owns a commercial navigation
facility, may apply to the commissioner for assistance under this

chapter.
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Subd. 2. [TYPES OF ASSISTANCE.] The commissioner may
make Joans to an eligible applicant if the commissioner determines
that the project submitted by the applicant for assistance will serve
either or both of the %urgoses stated in section 2, subdivision 1,
clauses (1) and (2). The commissioner may make grants, or a
combination of grants and loans, to an EHX'b]e a iicant if the
commissioner determines that the project suEmitteﬁ _1'5 the appli-
cant for assistance will serve either or Bloth of the purposes stated in
section 2, subdivision I, clauses (1) and (2}, and w1i[ also enhance
economic development in and around the commercial navigation
facility being assisted.

Subd. 3. [STATE PARTICIPATION; LIMITATIONS.] The commis-
sioner may not provide any assistance under this chapter for more
than 50 percent of the non-federal share of any project. Assistance
provided under this chapter may not be used to match any other
state funds, regmizlss of source. The commissioner sha1 not as-
sume continuing funding responsibility for any commercial naviga-
tion facility project. ==

Sec. 4. [ASSISTANCE AGREEMENTS.]

Subdivision 1. [AGREEMENTS REQUIRED.] The commissioner
galz not provide any assistance to a project under this chapter
unless the commissioner has signed an assistance agreement with
the recipient of the assistance.

Subd. 2. [COSTS.] An assistance agreement must sgcifx those
Project costs which may be paid in whole or in part with assistance
rom the commissioner. Assistance agreements may provide that
only the following costs may be so paid:

(1) final engineering costs on a commercial navigation facility
roject;

(2) capital improvements to a commercial navigation facility; and

(3) costs of dredging necessary to open a new commercial navigation
facility project, and for disposal of dredged material.

The following costs may not be paid with assistance from the
commissioner:

(1) the applicant’s administrative, insurance, and legal costs;

(2) costs of acquiring permits for a project;

(3) costs of p‘reparing environmental decuments, feasibility stud-
ies, or project designs;
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(4) interest on money borrowed by the applicant or interest
charged to the applicant for Tate payment of project costs;

(5) any costs related to the routine maintenance or repair, or
operation of a commercial navigation facility;

(6) costs of dredging to maintain an existing channel; and (7) any
cosis for a project that consists exclusively of dredging.

Subd. 3. [INSURANCE; LIABILITY.] An assistance agreement
must require the applicant to:

(1) provide a comprehensive general liability insurance policy,
complying with minimum amount prescribed by the commissioner
by rule, naming the commissioner and officers, employees, and

agents of the department of transportation as additional insureds;
an

(2) save and hold the commissioner harmless frorm and against all
liability, damage, loss, claims, demands, and actions related to the
project being assisted.

Subd. 4. [PERFORMANCE AND PAYMENT BONDS.] An assis-
tance agreement must require an assistance recipient to provide
evidence of performance and payment bonds, safisfying all applica-
ble Tegal requirements for the full amount of any and all construc-
tion contracts let by the applicant in connection with the project.

Subd. 5. [REPAYMENT.} An assistance agreement must require
the recipient to repay all or part of any assistance received, in an
amount determine _}EH_&EBmmisgfoner, if the project for which the

assistance is provided:

(1) is not completed according to the terms of the assistance
agreement, or

(2) is converted, during the period of time specified in the
assistance agreement, to a use that is (1) inconsistent with the
purposes of this chapter, or (2) inconsistent with the terms of the
assistance agreement, or (3) not approved in writing by the commis-
sioner.

Sec. 5. [457A.05] [RULES.]

The commissioner may adopt rules that provide for:

(1) application procedures for assistance under this chapter;

(2) procedures for establishing deadlines for applications, and for
notifying potential recipients of those deadlines; T
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(3) eligibility criteria for projects to be assisted,

(4} information required to be submitted with applications;

(5) contents of assistance agreements;

(6) any other requirement of this chapter; and

(7) any other requirement the commissioner deems necessary for
the administration of this chapter.

Bec. 6. [457A.06] [REVOLVING FUND.]

Subdivision 1. [FUND ESTABLISHED.] A port development
revolving fund is established in the state treasury.p%ﬁe fund consists
of (1) all money appropriated to the commissioner for the purposes of
this chapter, {2) all money received by the commissioner from
repayment of loans made under this chapter, and (3) all interest

earned on money deposited in the fund.

Subd. 2. [APPROPRIATION.] Money in the port development
he co

revolving fund is aEEropriat.ed to mmissioner for expenditure
for the purposes of this chapter.

Sec. 7. [EFFECTIVE DATE.] Sections 1 to 6 are effective July 1,
1991.

ARTICLE 4
LOCAL HIGHWAY FINANCE

Section 1. [160.82] [RUSTIC ROADS PROGRAM.]

Subdivision 1. [DESIGNATION.] A road authority other than the

—

commissioner may, by resolution, designate a road or highwa
under its jurisdiction as a rustic road. A rustic road must have the

characteristics of outstanding natural features or rustic or scenic
beauty; a daily traffic volume of less than 150 vehicles per day;

ear-round use as a local access road; and maximum allowalﬁe_spee
of 45 miles per hour.

Subd. 2. [LOCAL AUTHORITY.] The road authority has the same
autﬁoritﬁ over rustic roads as over other hi%hwaxs and roads under
its jurisdiction. The road authority may designate the type and
character of vehicles that may be operated on the rustic road;
designate a rustic road or portion of the road as a pedestrian way or

bicycle way, or both; and establish priority of right-of-way, paint
ines, and construct dividers to physically separate vehicular, %lcy-
cle, or pedestrian traffic.
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Subd. 3. [JOINT DESIGNATION.] Two or more road authorities
may jointly designate a rustic road along a common boundary or
into or through their jurisdictions. The road authorities may enter
into agreements to divide the costs and responsibility for maintain-
ing the rustic road.

Subd. 4. [COSTS.| A rustic road must be maintained h)f the road
authority having jurisdiction over the road and is not eligible for
state-aid funding. State money must not be spent to construct,
reconstruct, maintain, or improve a rustic road, except that the
commissioner shall pay from the transportafion services fund the
costs of publishing a map of rustic roads within the state and

mnstalling and maintaining signs designating rustic roads.

Sec. 2. [160.83] [STREETS AND HIGHWAYS WITHIN PARKS.]

Subdivision 1. IDEFINITION.] “Park road” means that portion of
a street or highway located entirely within the park boundaries of or
abutling a city, county, regional, or state park.

Subd. 2. [RESTRICTIONS.| A road authority may not make an
changes in the width, grade, or alignment of a aﬂ(—}oﬁtotﬁer tﬁ%
a county state-aid highway or municipal state-aid street, that would
affect tﬁe wildlife_ﬁgbitat or aesthetic characteristics of the park
road or its adjacent vegetation or terrain, other than changes
required to permit the safe travel of vehicles at the speed lawfu

designated for that park road. A road authority may not make any
changes in the width, grade, or alignment of a park road that is a
county state-aid highway or municipal state-aid street that would
affect the wildlife habitat or aesthetic characteristics of the park
road or its adjacent vegelation or terrain, other than changes
required by the minimum state-aid standard applicable to that road.

Subd. 3. [LIABILITY.] A road authority making changes in a park
road described in subdivision 1, and its officers and employees, are
exempt from liability for any tort claim for injury to persons or

roperty arising from travel on that park road ang related to the
gesign of that park road, where the 'aesign has been adopted to
conform to this section. -

Sec. 3.1161.361]) [ADVANCE FUNDING FOR TRUNK HIGHWAY
PROJECTS ]

Subdivision 1. [ADVANCE FUNDING.] A road authority other
than the commissioner may by agreement with the commissioner
make advances from any avai alﬁe funds to the commissioner to
expedite construction Ef%lll or part of a trunk highway within its

boundaries. Money may be advanced under this section only for
projects already incIuiied_ in the commissioner’s highway work

program.
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Subd. 2. |REPAYMENT.|] Subject to the availability of state
money, the commissioner shall repay without interest the amount
advaneed under subdivisicn 1, up to tEe state’s share of project costs,
at the time the project is scheduled for compietion in t'Ee highwa
work program. f'[ﬁe total amount of annual repayment to roag
authorities under this section must never exceed the amount stated
in the department’s debt management policy or $10 million, which-
ever is less.

Subd. 3. [LOCAL COST SHARING FOR TRUNK HIGHWAY
IMPROVEMENTS.] The commissioner may accept gifts, contribu-
tions, or grants from a local government body for trun Eigﬁwaz
construction, reconstruction, improvement, or maintenance of trunk
highways within its boundaries. Money accepted by the commis-
sioner under this subdivision must not adversely a?%e(ﬂhe sched-
uling of other trunk highway projects that are not funded in whole
or in part by local contributions.

Sec. 4. Minnesota Statutes 1990, section 162.02, subdivision 3a, is
amended to read:

Subd. 3a. [VARIANCES, RULES AND ENGINEERING STAN-
DARDS.] The commissioner may grant variances from the rules and
from the engineering standards developed pursuant to section
162.021 or 162.07, subdivision 2. A political subdivision in which a
county state-aid highway is located or is proposed to be located may
submit a written request to the commaissioner for a variance for that
highway. The commissioner shall publish notice of the request in the
state register and give notice to all persons known to the commis-
sioner to have an interest in the matter. The commissioner may
grant or deny the variance within 30 days of providing notice of the
request. If a written objection to the request is received within 20
days of providing notice, the variance shall be granted or denied only
after a contested case hearing has been held on the request. If no
timely objection is received and the variance is denied without
hearing, the political subdivision may request, within 30 days of
receiving notice of denial, and shall be granted a contested case
hearing. For purposes of this subdivision, with respect to a variance
required for a county state-aid highway that is a park road as
Ee%mea in section 160.83, subdivision 1, “political subdivision”
includes (1) an agency of a political subdivision which has jurisdic-
tion over parks, and (2) a regional park agency.

Sec. 5. [162.021] INATURAL PRESERVATION ROUTES.]

Subdivision 1. [NATURAL PRESERVATION ROUTES ESTAB-
LISHED.] The commissioner shall create within the county state-

aid highway system a system of natural preservation routes. The
commissioner shall provide for criteria for inclusion in the system
and for the adoption of standards for the design, construction, and

reconstruction of routes on the system.
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Subd. 2. [CRITERIA.] The criteria for inclusion on the natural
preservation route system must provide for the inclusion in the
system of those county state-aiti highways that possess unique
scenic, environmental, aesthetic, recreational, or historic character-
istics that would be harmed by construction or reconstruction using
standards applicable to county state-aid highways that are not part
of the natural preservation route system.

Subd. 3. [STANDARDS.] The design, construction, and recon-
struction standards adopted by the commissioner for natural pres-
ervation routes must provide for the preservation of the

characteristics described in subdivision 2, to the extent consistent
with public salety. The standards must provide for minimum width
of veEicle recovery areas, minimum slopes, and minimum ditch
widths, consistent with anticipated speed and volume of traffic on
the highway.

Subd. 4. [DESIGNATION.] The commissioner may designate a
county state-aid highway as a natural preservation route only on

etition of the governing body of the county having jurisdiction over
t'Ee road. On receiving a petition for designation the commissioner
shall appoint an advisory committee consisting of seven members.
An advisory committee must include at least one representative of
the department of natural resources or the United States depart-
ment o_fl'l ag}‘ll;icu]ture forest service, one county commissioner, ohe
county highway engineer, and one representative of a recognized
environmental organization. The advisory committee shall consider
the petition for designation and make a recommendation fo the
commissioner. Following receipt of the committee’s recommenda-
tion the commissioner may designate the highway as a natural

preservation route.

Subd. 5. [SIGNS.] The county having jurisdiction over a natural
preservation route must post signs at each entry point to the route
e E

informing the public that € ighway 1s a natural preservation
route. Signs erected under this sugi}]ivisiof are prima facie evidence
of adequate notice to the public that the highway has been desig-
nated a natural preservation route.

Subd. 6. [LIABILITY.] When a county state-aid highway has been
designated a natural preservation route and signs have been erected
as provided in subdivision 5, the state and the county having
jurisdiction over the highway, and their officers and employees, are
exempt from liaﬁﬁty_%g any tort claim for injury to persons or
p ()}gertxc arising from travel on the highwa &5 related to the

standards for its design, construction, or reconstruction.

Sec. 6. Minnesota Statutes 1990, section 162.09, subdivision 3a, is
amended to read:

Subd. 3a. [VARIANCES, RULES AND ENGINEERING STAN-
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DARDS.] The commissioner may grant variances from the rules and
from the engineering standards developed pursuant to section
162.13, subdivision 2. A political subdivision in which a munictpal
state-aid street is located or is proposed to be located may submit a
written request to the commissioner for a variance for that street.
The commissioner shall publish notice of the request in the state
register and give notice to all persons known to the commissioner to
have an interest in the matter. The commissioner may grant or deny
the variance within 30 days of providing notice of the request. If a
written objection to the request is received within 20 days of
providing notice, the variance shall be granted or denied only after
a contested case hearing has been held on the request. If no timely
objection is received and the variance is denied without hearing, the
political subdivision may request, within 30 days of receiving notice
of denial, and shall be granted a contested case hearing. For
purposes of this subdivision, with respect to a variance requested for
a municipal state-aid street that is a park road as defined in section
160.83, subdivision 1, “political subdivision” includes (1) an agency
of a poiitical subdivision which has jurisdiction over parks, and (2)
a regional park authority. T T

ARTICLE 5
TOLL ROADS

Section 1. [160.82] [LEGISLATIVE FINDINGS.]

The legislature finds that the economic well-being of and quality
of Tife in the state depend on an efficient transportation system; that
public sources of revenue have not kept pace with the state’s
growing highway transportation needs; and that alternative fund-
iﬂga, ownership, and operating forms, including private participation
and public-private parinerships, can stimulate the rapid formation
of capital necessary to respond to some of the state’s pressing
highway needs. '

Sec. 2. [160.83] [DEFINITIONS.]

Subdivision 1. [SCOPE.| The terms used in sections 1 to 8 have

the meanings given them in this section and section 160.02,

Subd. 2. [BOT FACILITY.} “BOT facility” means a build-operate-
transfer toll facility constructed, improved, or rehabilitated and
operated by a private operator that holds title to the facility subject

to a development agreement that provides that title will be trans-
ferred to t_ﬂle road authority on expiration of an agreed term.

Subd. 3. [BTO FACILITY.] “BTO facility” means a build-transfer-
operate toll facility constructed, improved, or rehabilitated by a
private operator who: (1) transfers any interest it may have in the
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toll facilit% to the road authority before operation begins; and (2}
operates the toll facility for an agreed term under a lease, manage-
ment, or toll-concession agreement.

Subd. 4. [COMMISSIONER.] “Commissioner” means the commis-
sioner of the department of transportation.

Subd. 5. IDEVELOPMENT AGREEMENT.] “Development agree-
ment” means a written agreement between a road authority and a
private operator that provides for the construction, improvement,
rehabilitation, and ownership or operation of a toll facility. A

development agreement must satisfy the requirementis of section 5.

Subd. 6. [PRIVATE GPERATOR.] "Private operator” means an
individual, a corporation or partnership, a cooperative or unincor-
porated association, a joint venture, or a consortium that constructs,
improves, rehabilitates, owns, leases, operates, or manages a toll
facility subject to sections 1 to 8. The term includes related parties
and entities that together perform some or all of these functions for
the same toll facility.

Subd. 7. IROAD AUTHORITY.] “Road authoerity” has the meaning
given it in section 160.02, subdivision 9, and also refers to a joint

powers authority formed under section 7.

Subd. 8. [TOLL FACILITY.] “Toll facility” means a bridge, cause-
way, or tunnel, and its approaches; a road, street, or hi %wa ; an

appurtenant building, structure, or other improvement; land lying
wit.Ein applicable rights-of-way; and other appurtenant rights or
hereditaments that together comprise a project _.for which a private
operator is authorized to operate and impose tolls under sections 1 to
8.

Sec. 3. [160.84] [AUTHORITY.]

Subdivision 1. [PRIVATE OPERATORS.] Notwithstanding other
law to the contrary, private operators are authorized to consiruct,
improve, rehabilitate, own, lease, manage, and operate toll facilities
subject to the terms of sections 1 to 8. Private operators may
mort%a%e, grant security interests in, and pledge their interests in:
(1) toll facilities and their components; (2) development, lease, toll
concessions, and other related agreements; and (3) income, profits,
and proceeds of the toll facility.

Subd. 2. [ROAD AUTHORITY MAY ENTER INTO DEVELOP-
MENT AGREEMENTS.] A road authority may solicit or accept
proposals from, and enter into development a%eements with, pri-

vate operators for constructing, improving, rehabilitating, operat-
ing, and managing toll Tacilities wholly or partly within the road
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authority’s jurisdiction. A road authority soliciting toll facility
proposals must publish a notice of solicitation in the state register.

Subd. 3. [CONTENTS OF DEVELOPMENT AGREEMENTS.|
Development agreements for toll facilities entered into under sec-
tions 1 to @ may provide for operating the facilities under leases or
management contracts; fo?BTEI orB i O facilities; and for any other

mode of ownership or operation approved by the road authority.
Development agreements may permit the private operator to; (1)
assem[ﬁe funds from any available source, including federal, state,
and local grants, bond revenues, contributions, and pledges; and (2)
incorporate an existing road or highway, a bridge, and approach
structures, and related improvements into the toll facility. If an
existing highway, bridge, or approach structure, or related improve-
ments, are incorporaﬁ,éi into a toll Tacility, the development agree-
ment must provide that the privale operator reimburse the road
authority that constructed the :I'ii hway, bridge, approach structure,
or relateﬁ improvement, for the cost of constructing the incorporated
entity and the cost of any rehabilitation of the enlity required to
make the entity suitamg for incorporation. Development agree-
ments may include grants of title, easements, rights-of-way, and
leasehold estates that are necessary to the toll facility. A develop-
ment agreement may authorize the private operator to charge
variable rate tolls based on time of day, vehicle characteristics, or
other factors approved by the road authority. A development agree-
ment shall require a road authority to provide routine maintenance,
snow removai, and police services to the toll facility at the operator’s

expense.

Subd. 4. [RIGHT-OF-WAY ACQUISITION.] A private operator
may acquire right-of-way hﬁ donation, lease, or purchase. A road
a E

uthority may acquire right-of-way by condemnation and may
donate, sell, or lease a Liglgnt-of-way to a private operator.

Subd. 5. [LEASE TERM.] A lease for toll facilities must be for a

Subd. 6. [WHEN TOLL FACILITY ACQUIRED BY ROAD AU-
THORITY.] A development agreement must require that ownership
Qg the t_(a_ﬂ facility be transierred to ﬂl}e‘ road authority at no cost to
the road authority, ai a time specified in the agreement. The
operator shall estaﬁligﬁ an escrow accountTvifh_._‘suf%cient funds to
ensure that the facility meets applicable construction and mainte-

nance standards of the road authority upon transfer.

Subd. 7. [APPLICATION OF OTHER LAW.] A private operator
must obtain all required environmental, navigational, desi or

safety approvals that would be required if the toll facility was
constructe)H or operated by a public body.

Subd. 8. [RESTRICTION.] No toll facility may be used for any
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urpose other than the transportation purposes specified in the
gevelopment agreement for the term of the agreement.

Subd. 9. {TAX INCREMENT FINANCING.] Revenue from tax
increments may not be used to }%gx any p?Lt of the costs of
constructing or reconstructing a toll facility, or for the repayment of
any bonds issued for those purposes.

Subd. 10. [SALES TAX.] The purchase of any goods and materials
used for the construction or reconstruction of a toll facility 1s subject
to the tax imposed by section 297A.02.

Sec. 4. [160.85] [DEVELOFPMENT AGREEMENTS; MANDA-
TORY PROVISIONS. ]

A development agreement must require:

(1) that the toll facility meet the commissioner of transportation’s
standards of design and construction for trunk highways and trunk
highway bridges of the same functional classification;

(2) that the commissioner review and approve, at the operator’s
expense, the location and design of a bridge over navigable waters
as if the bridge were consiructed by a road authority;

(3) that the private operator manage and operate the toll facilit;
in cooperation with the applicable road authority and subject to the
development agreement and any amendments mutually agreed

upon;

(4) that the toll facility be subject to regular safety inspections by
the road authority and t_ge commissioner, at the operator’s expense;
and

(5) that the road authority must provide maintenance, snow
removal, and the police services to the toll facility, at the expense of
the private operator.

Sec. 5. [160.86] [COMMISSIONER’S APPROVAL.]

Subdivision 1. [APPROVAL REQUIRED.| A development agree-
ment entered into by a road authority, other than the commissioner,
and a private operator is not effective until the agreement has been
approved in writing by the commissioner. T

Subd. 2. [CONDITIONS.] The commissioner shall not approve a
development agreement unless the commissioner is s&fsﬁeg that:

(1) the development agreement adequately provides that all
construction on the toll facility performed _XE contract will be
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erformed only l_)xd a road authority or by contractors who are
qualified to provide comparable services to the department of

transportation;

(2) the development agreement adequately provides for mainte-
nance and law enforcement on the facility;

(3} the development agreement adequately provides that all
obligations assumed by, and all responsibilities imposed on, a
rivate operator by law and under the agreement will not be
affected by a change of ownership, management, or control of the
private operator;

(4) the toll facility is consistent with the state transportation plan,

the commissioner’s trunk highway work plans and development
programs, and the transportation plan adopted by the appropriate
regional development commission, other than the metropolitan
council;

(5) the toll facility will be constructed to standards comparable to
the commissioner’s standards for comparable trunk highways; and

(6) the requirements of section 6 have been met.

Sec. 6. [160.87] [LOCAL APPROVAL.]

Subdivision 1. [MUNICIPALITIES.] A toll facility may not be
constructed without the prior approval, by resolution, of the govern-
ing board of each county, city and town through which the %a(:llit

will pass. All such resolutions of approval must have been ado teg
within three years of the date on which construction of the toll
facility is begun. The validity of a resolution of approval of a toll
facility by a county, city, or town is not aﬁecte(Tb]% any subsequent
resolution, including a subsequent rescission, withdrawal, or annul-

ment of a resolution of approval.

Subd, 2, [METROPOLITAN COUNCIL.| In the case of a toll
facility to be constructed wholly or partly within the metropolitan
area as defined in section 473.121, subdivision 2, the facility ma
not be constructed unless the private operator has first submitte
the proposed facility to the metropolitan council and has obtained
the council’s approval in the manner provided in section 473.167,
subdivision 1.

Sec. 7. [160.88] [COST RECOVERY.]

Subdivision 1. [USE OF TOLL REVENUES.] A develoFment
agreement may authorize a private operator of a toll facility to
impose toll charges for the use of the facility and must require tilat

toll revenues be applied to: (1) repayment of indebtedness incurred
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for the toll facility; (2) any lease or toll concessions payments; {3)
costs of operation, Hrrﬁlzistratlon_, and maintenance of the toll
facility; and (4) any reasonable reserves for future capital outlays
necessary to cover costs of maintaining, preserving, and reconstruct-
ing the facility to all applicable standargs. The enumeration of uses
in this subdivision may not be construed directly or indirectly to
state priorities for the use of these revenues.

Subd. 2. [TOLLS NOT TO BE COLLECTED.]| A toll may not be
collected on any facility that is owned and managed by a road
authority.

Sec. 8. [160.89] [JOINT AUTHORITY.]

Two or more road authorities with jurisdiction over a toll facility
may enter into a joint powers agreement under section 471.59 to
exercise the powers, duties, and functions of the road authorities
related to the toll facility, including negotiation and administration
of the development agreement and related Tease and toll concession
agreements. If all road authorities with jurisdiction over a toll
facility concur, title toor authority over the facililty may be tendered
to the commissioner who may accept the title or aufh—(%ity pursuant
to the development agreement and this section.

Sec. 9. [160.90] [TOLL REGULATION. )

Subdivision 1. (TOLLS TO BE FILED.] A private operator who
charges and collects tolls on a toll facility must file with the
commissioner a schedule of all folls charged.

Subd. 2. [TOLLS PRESCRIBED.] The transportation regulation
board, on its own motion or on petition of a road authority, ma
investigate the tolls charged on a toll facility built or operateii under
sections 1 to 8. If the board defermines on the basis of its investi-

ation that public welfare, safety, and mobility require regulation of
tolls on the %aciht , the board may after a pu licqhearin rescribe
just, reasonable, and nondiscriminatory tolls for the faciiltz. The
board may prescribe tolls under this subdivision without regard to
whether a development agreement covering the toll facility regu-
Tates or otherwise provides for tolls. No person may directly or
indirectly charge a toll on a toll facility that is different from a toll
prescribed for the facility by the board.

Subd. 3. [ILOCAL TOLL REGULATION.] No road authority or

political subdivision may, separately or as part of a Joint powers
agreement, regulate tolls on a toll facility except as authorized in a
development agreement.

Sec. 10. [TOLL FACILITY REPLACEMENT PROJECTS.]
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When the commissioner removes from the commissioner’s six-
1@ highway improvement program, a highway project that is
ocated within the metropolitan area as defined in Minnesota
Statutes, section 473.121, subdivision 2, because the project is or in
the commissioner’s determination will become a toll ll facility, the
commissioner must replace the project in the work program with a
comparable highway project that is also located within the metro-

politan area.

ARTICLE 6
TRANSPORTATION SERVICES FUND

Section 1. [161.041] [TRANSPORTATION SERVICES FUND. |

Subdivision 1. [FUND CREATED.] A transportation services fund
is created in the state treasury. The fund consists of all money
required by Jaw to be deposited in the fund, and other money made
available to the fund by law.

Subd. 2. [USES OF FUND.]| Money in the transportation services
fund may only be expended by appropriation for

(1) activities of the commissioner of public safety relating to (i)
driver licensing, (1) motor vehicle registration and licensing, (iii)
the accident reporting system; and (iv) the state patrol;

(2) activities of the commissioner of transportation relating to
oversize and overweight permits, including the cost of necessa
highway maintenance and preservation related to granting those

permits;

(3) activities of the commissioner of transportation related to
junkyard screening and control of outdoor advertising devices;

(4) activities of the transportation regulation board related to
motor carrier regulation; and

(5) repayment of money borrowed for new buildings, and improve-
ments to existing buildings, of the department of transportation.

Sec. 2. Minnesota Statutes 1990, section 168.54, subdivision 5, is
amended to read:

Subd. 5. The proceeds of the fee imposed under the provisions of
this section shall be collected by the commissioner of public safety
and paid into the general transportation services fund.
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Sec. 3. Minnesota Statutes 1990, section 168.54, subdivision 6, is
amended to read:

Subd. 6. The unobligated balances in excess of $4,000 in said
revolving fund as of June 30 of each fiscal year shall be canceled into
the general transportation services fund.

Sec. 4. Minnesota Statutes 1990, section 169.09, subdivision 13, is
amended to read:

Subd. 13. [ACCIDENT REPORTS CONFIDENTIAL.| All written
reports and supplemental reports required under this section to be
provided to the department of public safety shall be without preju-
dice to the individual so reporting and shall be for the confidential
use of the department of public safety and other appropriate state,
federal, county, and municipal governmental agencies for accident
analysis purposes, except that the department of public safety or any
law enforcement department of any municipality or county in this
state shall, upon written request of any person involved in an
accident or upon written request of the representative of the person’s
estate, surviving spouse, or one or more surviving next of kin, or a
trustee appointed pursuant to section 573.02, disclose to the re-
quester, the requester’s legal counsel or a representative of the
requester’s insurer any information contained therein except the
parties’ version of the accident as set out in the written report filed
by the parties or may disclose identity of a person involved in an
accident when the identity is not otherwise known or when the
person denies presence at the accident. No report shall be used as
evidence in any trial, civil or criminal, arising out of an accident,
except that the department of public safety shall furnish upon the
demand of any person who has, or claims to have, made a report, or,
upon demand of any court, a certificate showing that a specified
accident report has or has not been made to the department of public
safety solely to prove a compliance or a failure to comply with the
requirements that the report be made to the department of public
safety. Disclosing any information contained in any accident report,
except as provided herein, ig unlawful and a misdemeanor.

Nothing herein shall be construed to prevent any person who has
made a report pursuant to this chapter from providing information
to any persons invelved in an accident or their representatives or
from testifying in any trial, civil or criminal, arising out of an
accident, as to facts within the person’s knowledge. It is intended by
this subdivision to render privileged the reports required but it is
not intended to prohibit proof of the facts to which the reports relate.
Legally qualified newspaper publications and licensed radio and
television stations shall upon request to a law enforcement agency
be given an oral statement covering only the time and place of the
accident, the names, addresses, and dates of birth of the parties
involved, whether a citation was issued, and if so, what it was for,
and whether the parties involved were wearing seat belts, and a
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general statement as to how the accident happened without at-
tempting to fix liability upon anyone, but said legally qualified
newspaper publications and licensed radio and television stations
shall not be given access to the hereinbefore mentioned confidential
reports, nor shall any such statements or information so orally given
be used as evidence in any court proceeding, but shall merely be
used for the purpose of a proper publication or broadcast of the news.

When these reports are released for accident analysis purposes the
identity of any involved person shall not be revealed. Data contained
In these reports shall only be used for accident analysis purposes,
except as otherwise provided by this subdivision. Accident reports
and data contained therein which may be in the possession or control
of departments or agencies other than the department of public
safety shall not be discoverable under any provision of law or rule of
court.

Notwithstanding other provisions of this subdivision to the eon-
trary, the commissioner of public safety shall give to the commis-
sioner of transportation the name and address of a carrier subject to
section 221.031 that is named in an accident report filed under
subdivision 7 or 8. The commissioner of transportation may not
release the name and address to any person. The commissioner shall
uge this information to enforce accident report requirements under
chapter 221. In addition the commissioner of public safety may give
to the United States Department of Transportation commercial
vehicle accident information in connection with federal grant pro-
grams relating to safety.

The department commissioner of public safety rhay charge autho-
rized persons a $5 fee for a copy of an accident report. Proceeds from
the fee must be deposited into the transportation services fund.

Sec. 5. Minnesota Statutes 1990, section 170.23, is amended to
read:

170.23 [ABSTRACTS; FEE; ADMISSIBLE IN EVIDENCE.]

The commissioner shall upon request furnish any persen a certi-
fied abstract of the operating record of any person subject to the
provisions of this chapter, and, if there shall be no record of any
conviction of such person of violating any law relating to the
operation of a motor vehicle or of any injury or damage caused by
such person, the commissioner shall so certify. Such abstracts shall
not be admissible as evidence in any action for damages or criminal
proceedings arising out of a motor vehicle accident. A fee of $5 shall
be paid for each such abstract. The commisgioner shall permit a
person to inquire into the operating record of any person by means
of the inquiring person’s own computer facilities for a fee to be
determined by the commissioner of at least $2 for each inquiry. The
commissioner shall furnish an abstract that is not certified for a fee
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1o be determined by the commissioner in an amount less than the fee
for a certified abstract but more than the fee for an inquiry by
computer. Fees collected under this section must be paid into the
state treasury with 90 percent of the money credited to the trunk
highway transportation services fund and ten percent credited to
the general fund.

Sec. 6. Minnesota Statutes 1990, section 171,185, is amended to
read:

171.185 [COSTS PAID FROM TRUNK HIGHWAY TRANSPOR-
TATION SERVICES FUND.|

All costs incurred by the commissioner in carrying out the
provisions of sections 171.182 to 171.184 shall be paid from the
trunk highway transportation services fund.

Sec. 7. Minnesota Statutes 1990, section 171.26, is amended to
read:

171.26 [MONEY CREDITED TO TRUNK HIGHWAY TRANS-
PORTATION SERVICES FUND AND TO GENERAL FUND]

All money received under the provisions of this chapter shall be
paid into the state treasury with 90 percent of such money credited
to the trank highway transportation services fund, and ten percent
credited to the general fund, except as provided in section 171.29,
subdivision 2.

Sec. 8. Minnesota Statutes 1990, section 171.36, is amended to
read:

171.36 [LICENSE RENEWAL AND FEES.]

All licenses shall expire one year from date of issuance and may be
renewed upon application to the commissioner. Each application for
an original or renewal school license shall be accompanied by a fee
of $150 and each application for an original or renewal instructor’s
license shall be accompanied by a fee of $50. The license fees
collected under sections 171.33 to 171.41 shall be paid into the $rusde

transportation services fund. No license fee shall be re-
funded in the event that the license is rejected or revoked.

Sec. 9. Minnesota Statutes 1990, section 173.13, subdivision 4, is
amended to read:

Subd. 4. The annual fee for each such permit or renewal thereof
shall be as follows:
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(1) If the advertising area of the advertising device does not exceed
50 square feet, the fee shall be $26 $40.

(2) If the advertising area exceeds 50 square feet but does not
exceed 300 square feet, the fee shall be $46 $80.

(3) If the advertising area exceeds 300 square feet, the fee shall be
$80 $160.

(4) No fee shall be charged for a permit for official signs and
notices as they are defined in section 173.02, except that a fee may
be charged for a star city sign erected under section 173.085.

Sec. 10. Minnesota Statutes 1990, section 173.231, is amended to
read:

173.231 [FEES.]

All fees collected under sections 173.07 and 173.13, shall must be
paid into the trank highway transportation services fund.

Sec. 11, Minnesota Statutes 1990, section 221.036, subdivision 14,
is amended to read:

Subd. 14. [TRUNK HIGHWAY TRANSPORTATION SERVICES
FUND.] Penalties collected under this section must be deposited in
the state treasury and credited to the trank highway transportation
services fund.

Sec. 12. [221.297] [DISPOSITION OF RECEIPTS.]

All money deposited in the state treasury from fees and penalties
under this chapter must be credited to the transportation services
fund.

Sec. 13. Minnesota Statutes 1990, section 296.16, subdivision 1a,
is amended to read:

Subd. 1a. [INTENT, FOREST ROADS.] $675,000 Approximatel
0.116 percent of the total annual unrefunded revenue from the
gasoline fuel tax on all gasoline and special fuel received in,
produced, or brought into this state, except gasoline and special fuel
used for aviation purposes, is derived from the operation of motor
vehicles on state forest roads and county forest access roads; and. Of
this sam; $400,000 amount, 0.0605 percent is annually derived from
motor vehicles operated on state forest roads and $275,000 0.0555

rcent is annually derived from motor vehicles operated on county
Eorest access roads in this state.
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Sec. 14. Minnesota Statutes 1990, section 296.421, subdivision 8,
is amended to read:

Subd. & [COMPUTATION AND DISTRIBUTION OF UNRE-
FUNDED TAXES FQOR FOREST ROADS.] The amount of unre-
funded tax paid on gasoline and special fuel used to operate motor
vehicles on forest roads, except gasoline and special fuel used for

aviation purposes, is $675;800 annually 0.116 percent of the total
unrefunded revenue from the tax on all gasoline and special fuel

received in, produced, or brought into the state, and this revenue is
appropriated from the highway user tax distribution fund and must
be transferred and credited in egual installments on July 1 and
January 1 to the state forest road account established in section
89.70. $275;000 of this ameunt An amount equal to 0.0555 percent
of the unrefunded revenue must be annually transferred to counties
for management and maintenance of county forest roads.

Sec. 15. Minnesota Statutes 1990, section 299D.03, subdivision 5,
is amended to read:

Subd. 5. [FINES AND FORFEITED BAIL MONEY.] (a) All fines
and forfeited bail money, from traffic and motor vehicle law viola-
tions, collected from persons apprehended or arrested by officers of
the state patrol, shall be paid by the person or officer collecting the
fines, forfeited bail money or installments thereof, on or before the
tenth day after the last day of the month in which these moneys were
collected, to the county treasurer of the county where the violation
occurred. Three-eighths of these receipts shall be credited to the
general revenue fund of the county. The other five-eighths of these
receipts shall be transmitted by that officer to the state treasurer
and shall be credited to the trunk highway transportation services
fund. If, however, the violation occurs within a municipality and the
city attorney prosecutes the offense, and a plea of not guilty is
entered, one-third of the receipts shall be credited to the general
revenue fund of the county, one-third of the receipts shall be paid to
the municipality prosecuting the offense, and one-third shall be
transmitted to the state treasurer as provided in this subdivision.
All costs of participation in a nationwide police communication
system chargeable to the state of Minnesota shall be paid from
appropriations for that purpose.

(b) Notwithstanding any other provisions of law, all fines and
forfeited bail money from violations of statutes governing the
maximum weight of motor vehicles, collected from persons appre-
hended or arrested by employees of the state of Minnesota, by means
of stationary or portable scales operated by these employees, shall be
paid by the person or officer collecting the fines or forfeited bail
money, on or before the tenth day after the last day of the month in
which the collections were made, to the county treasurer of the
county where the violation occurred. Five-eighths of these receipts
shall be transmitted by that officer to the state treasurer and shall
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be credited te the highway user tax distribution fund as follows: 62
percent to the transportation services fund; 29 percent to the countﬁ

state-aid highway tund; and 9 percent to the municipal state-ai
street fund. :IEree-eigEths of these receipts shall be credited to the

general revenue fund of the county.

Sec. 16. [EFFECTIVE DATE.]

ARTICLE 7
METROPOLITAN TRANSPORTATION DEVELOPMENT

Section 1. [174.35] [LIGHT RAIL TRANSIT.]

The commissioner of transportaticn may plan, acquire, construct,
;@_ei;uig light rail transit facilities in the metropolitan area as
provided in this section, sections 473.399 to 473.3996, and sections
3 to 13 and may exercise the powers granted in chapter 174 as

necessary for this purpose.

Sec. 2. Minnesota Statutes 1990, section 398A.04, subdivigion 8, is
amended to read:

Subd. 8. [TAXATION.] Before deciding to exercise the power to
tax, the authority shall give six weeks published notice in all
municipalities in the region. If a number of voters in the region
equal to five percent of those who voted for candidates for governor
at the last gubernatorial election present a petition within nine
weeks of the first published notice to the secretary of state request-
ing that the matter be submitted to popular vote, it shall be
submitted at the next general election. The question prepared shall
be:

“Shall the regional rail authority have the power to impose a
property tax?

If a majority of those voting on the question approve or if no
petition is presented within the prescribed time the authority may
levy a tax at any annual rate not exceeding 8-64835 0.024175
percent of market value of all taxable property situated within the
municipality or municipalities named in its organization resolution.
Its recording officer shall file in the office of the county auditor of
each county in which territory under the jurisdiction of the author-
ity is located a certified copy of the board of commissioners’ resolu-
tion levying the tax, and each county auditor shall assess and extend
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upon the tax rolls of each municipality named in the organization
resolution the portion of the tax that bears the same ratio to the
whole amount that the net tax capacity of taxable property in that
municipality bears to the net tax capacity of taxable property in all
municipalities named in the organization resolution. Collections of
the tax shall be remitted by each county treasurer to the treasurer
of the authority.

Sec. 3. Minnesota Statutes 1990, section 473.399, is amended by
adding a subdivision to read:

Subd. 4. [FEDERAL FUNDING.] The regional transit board and
the commissioner of transportation shall jointly seck federal assis-
tance for light rail transit facilities in the metropolitan area in
accordance with the board’s regional transit plan. No political
subdivision in the metropolitan area may aEE]F for or be a recipient
of federal assistance for light rail transit planning or facilities,

except in conjunction with an application for assistance by the board
and the commissioner.

An application for federal assistance must be reviewed and
approved by the metropolitan council before it 1s submitted by the
board and the commissioner. The board and the commissioner must

consult with the council in preparing the application.

Sec. 4. Minnesota Statutes 1990, section 473.3993, subdivision 2,
is amended to read:

Subd. 2. [PRELIMINARY DESIGN PLAN.] “Preliminary design
plan” means a light rail transit plan that identifies includes:

(1) preliminary plans for the physical design of facilities, at
approximately the ten percent engineering level, including location,
Iength, and termini of routes; general dimension, elevation, align-
ment, and character of routes and crossings; whether the track is
elevated, on the surface, or below ground; approximate station
locations; and related park and ride, parking, and other transpor-
tation facilities; and a plan for handicapped access; and

(2) preliminary plans for intermodal coordination with bus oper-
ations and routes; ridership; capital costs; operating costs and
revenues; and funding for final design; construetion; and operation;

Sec. 5. Minnesota Statutes 1990, section 473.3993, is amended by
adding a subdivision to read:

Subd. 2a. [PRELIMINARY ENGINEERING PLAN.} “Prelimina
engineering plan” means a light rail transit engineering plan that
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includes the items in the preliminary design plan, but with greater
detail and specificity including, at a minimum:

(1) preliminary engineering plans for the physical design of the
facilities, at approximately the 30 percent engineering level, and

appropriate performance specifications for the elements required for
final ées:gg pians under subdivision 3, clause (1); and

(2) plans for the physical design of facilities, at approximately the
30 percent level, and appropriate specifications %or all elements
d fo

required for final design plans under subdivision 3, clause (2); a
funding plan for final Eesi , construction, and operation; and an
implementation method.

Sec. 6. Minnesota Statutes 1990, section 473.3993, subdivision 3,
is amended to read:

Subd. 3. [FINAL DESIGN PLAN.] “Final design plan” means a
light rail transit plan that includes the items in the preliminary
design and preliminary engineering plan for the facilities proposed
for construction, but with greater detail and specificity. The final
design plan must include, at a minimum:

(1) final plans for the physical design of facilities, including the
right-of-way definition; environmental impacts and mitigation mea-
sures; intermodal coordination with bus operations and routes; and
civil engineering plans for vehicles, track, stations, parking, and
access, including handicapped access; and

(2) final plans for civil engineering for electrification, communi-
cation, and other similar facilities; operational rules, procedures,
and strategies; capital costs; ridership; operating costs and revenues;
financing for construction and operation; an implementation
method; and other similar matters.

The final design plan must be stated with sufficient particularity
and detail to allow the proposer to begin the acquisition and
construction of operable facilities. If a turn-key implementation
method is proposed, instead of civil engineering plans the final
design plan must state detailed design criteria and performance
standards for the facilities.

Sec. 7. Minnesota Statutes 1990, section 473.3994, is amended to
read:

473.3994 [LIGHT RAIL TRANSIT; DESIGN FACILITY PLANS.]
Subd. 1a. [PRELIMINARY DESIGN PLANS.] The regional tran-

sit board shall establish a procedure for preparing preliminary
design plans for light rail transit facilities in the metropolitan area.
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The board shall ensure the completion of preliminary design plans
that are needed to implement the board’s regional transit plan, to
qualify for federan;‘mds in accordance glvith the board’s plan, and to

repare proposals for engineering and construction projects in a
timely and cost-effective manner. The board shall consult the joint
Tight rail transit advisory commitiee in preparing the preliminary
design plans.

Subd. 2. [PRELIMINARY DESIGN PLANS; PUBLIC HEARING.]
Before preparing nal design plans for & Hght rail trensit faeility;
the A political subdivision prepesing the that has prepared prelim-
inar}x design plans for a proposed facility must hold a public hearing
on the physical design component of the preliminary design plans.
The proposer must provide appropriate public notice of the hearing
and publicity to ensure that affected parties have an opportunity to
present their views at the hearing.

Subd. 3. [PRELIMINARY DESIGN PLANS,; LOCAL APPROVAL]
At least 30 days before the hearing under subdivision 2, the proposer
shall submit the physical design component of the preliminary
design plans to the governing body of each statutory and home rule
charter city, county, and town in which the route is proposed to be
located. The city, county, or town shall hold a public hearing, except
that a county board need not hold a hearing if the county board
membership is identical to the membership of the regional railroad
authority submitting the plan for review, Within 45 days after the
hearing under subdivision 2, the city, county, or town shall review
and approve or disapprove the plans for the route to be located in the
city, county, or town. A local unit of government that disapproves the
plans shall describe specific amendments to the plans that, if
adopted, would cause the local unit to withdraw its disapproval.
Failure to approve or disapprove the plans in writing within 45 days
after the hearing is deemed to be approval, unless an extension of
time is agreed to by the city, county, or town and the proposer.

Subd. 4. [PRELIMINARY DESIGN PLANS; REGIONAL TRAN-
SIT BOARD REFERRAL.| If the governing body of one or more
cities, counties, or towns disapproves the preliminary design plans
within the period allowed under subdivision 3, the proposer may
refer the plans, along with any comments of local jurisdictions, to
the regional transit board. The board shall hold a hearing on the
plans, giving the proposer, any disapproving local governmental
units, and other persons an opportunity to present their views on the
plans. The board may conduct independent study as it deems
desirable and may mediate and attempt to resolve disagreements
about the plans. Within 90 days after the referral, the board shall
review the plans submitted by the proposer and may recommend
amended plans to accommmodate the ohjections presented by the
disapproving local governmental units.

Subd. 4a. [PRELIMINARY ENGINEERING PLANS.] (a) Before
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beginning final design on a propesed facility, the commissioner shall
suEmlt the pEysicai design component of preliminary engineering
plans to the governing body of each statutory and home rule city,

county, and town in which the route is E)_rogosed to be located.
ithin 60 days after the submission of the plans, the city, county, or
town shall review and approve or disapprove the plans for the route
located in the city, county, or town. A local unit of government, that
disapproves the plans sEaTl_ describe specific amendments to the
lans that, if adopted, would cause the local unii to withdraw its
gisapproval. Failure to approve or disapprove the plans in writin
within the time serio is considered to be approval, unless an
extengion 1s agreed to by the city, county, or town and the commis-

sioner.

(b) If the governing body of one or more cities, counties, or towns
disapproves the plans within the period allowed under paragraph
{a), the commissioner may refer the plans, along with any comments
of local jurisdictions, to the regional transit aBoarha. I}E%oara shall
review the preliminary engineering plans under the same procedure
and with the same effect as provide,a in subdivision 4 for prelimi-
nary design plans.

Subd. 5. [FINAL DESIGN PLANS.] (a) Before beginning construc-
tion, the prepeser commissioner shall submit the physical design
component of final design plans to the governing body of each
statutory and home rule city, county, and town in which the route is
proposed to be located. Within 60 days after the submission of the
plans, the city, county, or town shall review and approve or disap-
prove the plans for the route located in the city, county, or town. A
local unit of government that disapproves the plans shall describe
specific amendments to the plans that, if adopted, would cause the
local unit to withdraw its disapproval. Failure to approve or disap-
prove the plans in writing within the time period is deemed to be
approval, unless an extension is agreed to by the city, county, or town
and the prepeser commissioner.

(b) If the governing body of one or more cities, counties, or towns
disapproves the plans within the period allowed under paragraph
(a), the propeser commissioner may refer the plans, along with any
comments of local jurisdictions, to the regional transit board. The
board shall review the final design plans under the same procedure
and with the same effect as provided in subdivision 4 for preliminary
design plans.

Subd. 6. [COUNTY APPROVAL.] The proposer of a light rail
fransit facility in the metropolitan area must shall submit the
preliminary and final design plans for the facility to the governing
board of the county in which the route is proposed to be located for
approval or disapproval. The proposer of the facility may not proceed
with construction of the facility without the approval of the county.
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Subd. 7. [COUNCIL REVIEW.] Before proceeding with construc-
tion of a light rail transit facility, & regional rail autherity estab-
lished under ehapter 398A must the proposer of the facility shall
submit preliminary design plans, preiiminary engineering plans
and final design plans to the metropolitan council. The counci{ mush
shall review the plans for consistency with the council’s development
guide and comment on the plans.

Subd. 8. [METROPOLITAN SIGNIFICANCE.] This section does
not diminish or replace the authority of the council under section
473.173.

Sec. 8. Minnesota Statutes 1990, section 473.3996, is amended to
read:

473.3996 [LIGHT RAIL TRANSIT FACILITY DESIGN PLANS;
REVIEW BY BOARD.|

Subdivisien 1. [PRELIMINARY DESIGN AND ENGINEERING
PLANS; BOARD REVIEW.] Before submitting the physical design
component of final design plans of a light rail transit facility for
local review under section 473.3994, subdivision 5, the proposer
shall submit preliminary design and preliminary engineering plans
to the regional transit board for review. The board shall review the

irad design plans to determine the compatibility of the plans
with other light rail transit plans and facilities in the metropolitan
area, the adequacy of the plans for operation and maintenance of
facilities, the adequacy of the plans %or handicapped accessibility,
and the conformity of the plans with the council’s transportation
olicy plan and the board’s regional light rail transit plan prepared
under section 473.399. The board shall submit the plans to the
transit commission for review and recommendations on specifica-
tions and other matters affecting operation and maintenance of
facilities. The board shall submit the plans to the council for review
and recommendations on the conformity of the plans with the
council’s transportation policies. The board may comment on any
aspect of the plans. The board has 90 days to complete its review,
unless an extension of time is agreed to by the proposer. If the board
determines that the plans do not satisfy the standards stated in this
subdivision, the board shall recommend modifications in the plans
that are necessary in order to satisfy the board. After adopting or
amending the regional plan required by section 473.399, the board
may again review any previously reviewed preliminary design plans
and recommend modifications that are necessary to satisfy the
board.

Subd. 2. [FINAL DESIGN PLANS; BOARD APPROVAL.] Before
acquiring or constructing light rail transit facilities, other than land
for right of way, the proposer shall submit final design plans to the
regional transit board for review. The board shall review the final
design plans under the same procedure and schedule and according
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to the same standards as provided for its review of preliminary
design plans. The board shall either approve the plans, or if it
determines that the plans do not satisfy the standards, disapprove
the plans, in whole or in part, and recommend modifications in the
plans that are necessary to secure approval. A proposer may not
proceed with acquisition or construction of a light rail transit
facility, other than land for right of way, unless the final design
plans for the facility have been approved by the board. Eellewing
approval of finel design plans by the beard; if a regional railread
authority wishes to seleet & bid or a response to a request for
not procecd with eonstruction untidl i hes resubmitted the final
design plans te the transit board for further review and approval or
disapproval: The board has ten working days to review and approve
or disapprove and recommend medification; unless an extension of
time is agreed to by the authority-

Subd. 3. [PRELIMINARY DESIGN PLANS; DEPARTMENT RE-
VIEW] Preliminary design plans adopted after the effective date of
this subdivision must be submitted to the commissioner of trans-
portation for review. The commissioner shall review the plans for
engineering and financial feasibility and may recommend modifi-
cations. The commissioner shall complete the review within 90 days,
unless the agency submitting the plan agrees to an extension of
time,

Sec. 9. [473.3997] [LIGHT RAIL DESIGN AND CONSTRUC-
TION; DEPARTMENT OF TRANSPORTATION.]|

Subdivision 1. [RESPONSIBILITY.] All light rail transit facilities
in the metropolitan area must be constructed by or under contract
with the commissioner of transportation. The commissioner shall

repare all preliminary engineering plans and final design plans for
figﬁt rail transit facilities in the metropolitan area. The commis-
sioner may authorize a regional railroad authority in the metropol-
itan area to prepare preliminary engineering plans for Tight rai
transit facilities projects approved by the reg‘_ﬁ'onal transit board. A
re%onal railroad authority may not prepare final design plans for
ight rail transit facilities except under a contract with the commis-

sioner.

Subd. 2. (INTERGOVERNMENTAL COORDINATION. | The com-
missioner shall incorporate into the engineering and final desi
plans appropriate elements of the preliminary design plans%
regional railroad authorities. The commissioner shall consult with
relgjonal and local agencies of government in Qreg;aring the plans.

e commissioner may enter intc agreements for engineerin
design, and construction services with a city or a regional agency.

e commissioner may enter into agreements for engineering or
design services with a regional railroad authority. _iEe commis-
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sioner shall include the metropolitan transit commission in plan-
ning and engineering decisions, particularly the system components
of light rail facilities. The commissioner may by agreement autho-
rize the transit commission to complete project components, includ-
ing acquisition and testing of vehicles or system components.

Sec. 10. [CENTRAL CORRIDOR FACILITIES. |

Subdivision 1. [PRELIMINARY ENGINEERING PLAN.] The
commissioner of transportation shall review gr}:_d approve or disag‘-
rove the prelimin engineering plans of the regional railroa:
authorities |Ior light rail transit facilities in the central corridor and
the iwo downtowns and for associated yards, shops, and system
support facilities. The commissioner shall submit the approved
lans for review in the manner provided under sections 473.3994

and 473.3396 by July 1, 1992,

Subd. 2. [TUNNEL.| The commissioner may not construct under-
ground light rail transit facilities, except that the commissioner
may enter into agreements providing for underground construction
ET;E additional cost of underground construction are paid by the
1<:i_tx or the regional railroad authority in which the facﬂ_i%y is

ocated.

Subd. 3. (OWNERSHIP] By January 1, 1993, the commissioner
shall present to the legislature a plan for transferring or sharing
ownership in @_Ténd and facilities for light rail transit in the
corridor, and providing for maintenance of the facilities. The plan
must be prepared in consultation with the regional transit board,
the metropolitan transit commission, and affected local government
units.

Subd. 4. [REPORT TO LEGISLATIVE COMMISSION.] The com-
missioner shall report to the transportation study board on the

status of the preliminary engineering plans, including cost esti-
I dor _xiS N

mates, for the central corri ovember 15, 1991.

Sec. 11. [REPEALER.]

Minnesota Statutes 1990, section 473.3994, subdivision 6, and
Laws 1989, chapter 339, section 21, is repealed.

Sec. 12. [EFFECTIVE DATE.]

Section 2 is effective for taxes levied in 1991, payable in 1992, and
thereafter.

Sec. 13. [APPLICATION.}
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Sections 1 to 12 apply in the counties of Anoka, Carver, Dakota,
Hennepin, Ramsey, gott, and Washington.

ARTICLE 8
TRANSPORTATION STUDIES

Section 1. [161.53] [RESEARCH ACTIVITIES.]

The commissioner may set aside for transportation research in
each fiscal year an amount up to one percent of the total amount of
all funds appropriated to the commissioner other than county
state-aid ang municipal state-aid highway funds. The commission
shall expend this money for (1) researc['i to improve the design,
construction, maintenance, management, and environmental com-

atibility of transportation systems; (2) research to improve the
gevelopment of transpartation policies with respect to energy effi-

ciency and economic development; (3) programs for implementing
and monitoring research results; an—cr(4; devel

eveloping transportation
education and outreach activities. Of all funds appropnat% to the
commissioner other than state-aid funds, the commissioner shall
expend 0.1 percent, but not exceeding $800,000 i any fiscal year,
for research and related activities performed by the center for
transportation studies of the University of Minnesota. The center
shall establish a technology transfer and training center for Min-
nesota transportation professionals.

Sec. 2, [DEPARTMENT OF TRANSPORTATION; CORRIDOR
STUDIES.)

Subdivision 1. [FINDING.] The legislature finds that a system of
1 sroveﬂ Eigh?azs between regional centers in greater Minnesota
and the in Cities metropolitan area 1s nee_deg to promote eco-
nomic development and to enhance commercial access, personal
mobility, and traffic safety in Minnesota. It is therefore in the public
interest to provide financing methods that accelerate consfruction of

trunk highways Tinking regional centers in greater Minnesota with
the Twin Cities metropolitan area. o

Subd. 2. [STUDY.] The commissioner ng transportation shall study
and re?on to the %overnor' and legislature the feasibility and

desirability of establishing a comprehensive system % multilane
ivi ighways connecting all regional centers with the Twin
Cities metropolitan area. The study must include:

(1) existing highways on corridors between regional centers and
the metropolitan area;

(2) improvements to bring all highways in these corridors to
expressway standards;
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(3} the cost of these improvements;

(4) the role of these improvements in the department of transpor-
tation’s trunk highway programming priorities; and

(5) a schedule for completing these improvements.

The commissioner shall complete the study and submit the report
not [ater than January 15, 1992.

Sec. 3. 13.862] [TRANSPORTATION STUDY BOARD.]

Subdivision 1, [BOARD EXTENDED; MEMBERSHIP.] The trans-
portation study board created under Laws 1988, chapter 603, section
6, is hereby extended. The board shall consist of the following
members:

(1) five members of the senate, with not more than three of the
same political party, appointed by the senate committee on commit-
tees; and

(2) five members of the house of representatives, with not more
than three of the same political party, appointed by the speaker of
the house. Appointments are for two-year terms beginning July 1 of
each odd-numbered year. Vacancies must be T'ﬂﬁ-eld in the same
manner as the original appointments.

Subd. 2. [OFFICERS.] The board shall elect a chair and vice-chair
from among its members, The chalr must alternate bienniall
between a member of the house and a member of the senate. The
vice-chair must be a house member when the chair is a senate
member, and a senate member when the chair is'a house member.

Subd. 3. [STAFF] The board may employ professional, technical,
consulting, and clerical services. I'ge oard may use legislative staff
to provide legal counsel, research, secretariai, and clerical assis-
tance.

Subd. 4. [EXPENSES AND REIMBURSEMENT.] The members
of the board may receive per diem when attending meetings and
other commission business. Members, employees, and legislative
staff must be reimbursed for expenses actually and necessarily
incurred in the performance of their duties under the rules govern-
ing legislators and legislative employees.

Sec. 4. [3.863] [DUTIES. |

The transportation study board shall perform the following du-
ties: I T
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(1) review and participate with the house and senate transporta-
tion committees in developing recommendations for state transpor-

tation policies;

(2) monitor state transportation programs, expenditures, and
activities;

(3) review and participate in the coordination of legislative
initiatives that affect state and Tocal transportation agencies; and

{4) propose special studies to the legislature and conduct studies
at the direction of the legislature. T

Sec. 5. [3.864] [SPECIAL STUDIES.]

Subdivision 1. {[STUDIES.] The board shall conduct the studies in
subdivisions 2 to 7 by January 1, 1993. The board may request the
commissioner of transportation to conduct any of the studies and
report to the board and the legisiature.

Subd. 2. [HIGHWAY PLANNING PROCESS.) The board shall
review the department of transportation’s policies and procedures

for identifying, evaluating, prioritizing, and implementing trunk
highwa aeveiopment projects. The board shall not propose, iden-
tify, or otherwise select any specific project or category of projects.
i ] el :

board shall report to the legislature and the commissioner of
transportation on the results of ti;e study with recommendations:

(1) to the commissioner of transportation with respect to changes
in the department’s policies and procedures; and

(2) to the legislature with respect to changes in law governing
those policies and procedures.

Subd. 3. (HIGHWAY JURISDICTION.] The board shall conduct a
study of the functional classification of all streets and highways in
Minnesota. The study shall include:

(1) development of a state jurisdiction plan, which must include:

(i) criteria for determining the functional class of each street and
highway in the state;

(i) identification of the appropriate jurisdiction of each street and
highway, based on ﬁnctionai c{assg and

(iii) criteria for determining when jurisdiction should be based on
factors other than functional class;

(2) recommendations for implementing the jurisdiction plan; and
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(3) recommendations for changes in law to facilitate future
jurisdiction transfers.

The board shall report to the leEislature and the commissioner of

transportation on the results of the study.

Suhbd. 4. [LIGHT RAIL TRANSIT.] The board shall review %rﬂ
report to the legislature on any preliminary engineering plans for
i1 %t rail transit adopted by the commissioner of transportation

under article 7. _

Subd. 5. [STATE-AID DISTRIBUTION. ] The board shall study ail
unresolved issues relating to distribution of the county state-aid
highway fund and the municipal state-aid street Tund. I'Eese issues
may im:iuaeZ but need not be limited to:

(1) formulas for distributing money in these funds;

(2) methods of measuring and quantifying factors used in those
formulas;

(3) the role of screening boards in this distribution;

(4) methods of mitigating reductions in state aid that migiht result
to one or more counties from various changes n state aid formulas
and distribution procedures; and

(5) appropriate levels of state participation in the cost of con-
structing and maintaining county state-aid highways and munici-
pal state-aid streets.

Subd. 6. [LOCAL PARTICIPATION IN TRUNK HIGHWAY
PROJECTS.} The board shall study the appropriate role of local
units of government in assisting in the cost of projects to construct

or reconstruct trunk highways. The study must include ‘a recom-
mendation of guidelines to govern the extent of that participation
and the types of projects for which participation is 1f’easiBfe and
desirable. o T

SUbd"lZﬁ [INCREASED USE OF HIGH-OCCUPANCY VEHI-
CLES.T The board shall study the feasibility and desirability of
increasing incentives for the use of high-occupancy vehicles sucE as
carpools, vanpools, and transit. The board shail study and evaluate,

among other things, each of the following incentives:

{1} tax incentives to employees;

(2) tax incentives and other incentives to employers;
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(3) parking charlges designed to discourage single-occupant vehi-
cles and promote high-occupancy vehicles;

(4) road pricing on freeways and other commuting routes;

(5) staggered work hours;

(6} expanded availability and reduced cost of regular-route tran-
sigand -

(7) increased use of demand-responsive transit to meet the needs
of persons otherwise automobile dependent.

Subd. 8. [LOCAL FINANCE STUDY.) The board shall study and
report to the legislature by February 15,1992, the use and effect of
methods other than property tax revenues to finance local transpor-
tation improvements, including 1impact fees, transportation utility
fees, and similar methods.

Sec. 6. [APPROPRIATION |

$....... is appropriated from the highway user tax distribution fund
to the transportation study board.

Sec. 7. IREPEALER.]

Laws 1988, chapter 603, section 6, is repealed.

ARTICLE 9
METROPOLITAN TRANSIT SERVICE

Section 1. Minnesota Statutes 1990, section 473.375, subdivision
13, is amended to read:

Subd. 13. [FINANCIAL ASSISTANCE.] The board may provide
financial assistance to the commission and other providers as
provided in sections 473.371 to 473.377 and 473.382 to 473.449 in
furtherance of and in conformance with the implementation plan of
the board, and shall provide financial assistance to transit service
programs as provided in section 473.388. The board may not use the
proceeds of bonds issued by the council under section 473.39 to
provide capital assistance to private, for-profit operators of public
transit.

Sec. 2. Minnesota Statutes 1990, section 473.375, subdivision 15,
is amended to read:
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Subd. 15. [PERFORMANCE STANDARDS.] The board may es-
tablish performance standards for recipients of financial assistance,
except that performance standards for recipients of financial assis-
tance under section 473.388 shall be estaBlisﬁea after consultation
with such recipients.

Sec. 3. Minnesota Statutes 1990, section 473.377, subdivision 1, is
amended to read:

Subdivision 1., [REQUIREMENT.] The transit board shall pre-
pare, submit to the council, and adopt an implementation plan as
provided in section 473.161. The services and systems management
component of the board’s plan must include a description of the
special transportation service provided under section 473.386. The
board shall prepare an implementation plan meeting the require-
ments of this section and submit the plan to the council by August
1, 1986, and thereafter at a time presecribed by the council. The
components of the implementation plan that are applicable to
recipients of linancial assistance under section 473.388 shall be
prepared after consultation with such recipients.

Sec. 4. Minnesota Statutes 1990, section 473.388, is amended to
read:

473.388 [REREACEMENT OPT-OUT TRANSIT SERVICE PRO-
GRAM.]

Subdivision 1. [PROGRAM ESTABLISHED.| A replacement An
opt-out transit service program is established to continue the
metropolitan transit service demonstration program established in
Minnesota Statutes 1982, section 174.265, as provided in this
section.

Subd. 2. [REREACEMENT OPT-OUT TRANSIT SERVICE; ELI-
GIBILITY.] The transit board may shall provide assistance under
the program to a statutory or home rule charter city or town or
combination thereof, that:

(a) is located in the metropolitan transit taxing district;

(b) is not served by the transit commission or is served only with
transit commission bus routes which begin or end within the
applying city or town or combination thereof; and

(¢) has fewer than four scheduled runs of metropolitan transit
commission bus service during off-peak hours defined in section
473.408, subdivision 1.

Eligible cities or towns or combinations thereof may apply on
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behalf of a transit operator with whom they propose to contract for
service.

The board may not provide assistance under this section to a
statutory or home rule charter city or town unless the city or town,

(i) was receiving assistance under Minnesota Statutes 1982,
section 174.265 by July 1, 1984,

(ii) had submitted an application for assistance under that section
by July 1, 1984, or

(iii) had submitted a letter of intent to apply for assistance under
that section by July 1, 1984, and submits an application for
assistance under this section by July 1, 1988. A statutory or home
rule charter city or town has an additional 12-month extension if it
has notified the board before July 1, 1988, that the city or town is in
the process of completing a transportation evaluation study that
includes an assessment of the local transit needs of the city or town.

Subd. 3. [APPLICATION FOR ASSISTANCE.] An application for
assistance under this section must:

(a) describe the existing service provided to the applicant by the
transit commission, including the estimated number of passengers
carried and the routes, schedules, and fares;

(b} describe the transit service proposed for funding under the
demonstration program, including the anticipated number of pas-
sengers and the routes, schedules, and fares; and

(c) indicate the total amount of available local transit funds, the
portion of the available local transit funds proposed to be used to
subsidize replaeement opt-out services, and the amount of assis-
tance requested for the opt-out services.

Subd. 4. [FINANCIAL ASSISTANCE.] The board may shall grant
the requested finanetal assistapee available local transif funds if it
determines that the proposed service 1s eonaistent with the

plar and is intended to replace the service to the
applying city or town or combination thereof by the transit commis-
sion and that the propesed serviee will meet the needs of the
applieant at least as effieiently and cficetively as the existing
serviee, if any, and that the proposed service will provide transpor-
tation of f persons for hire, or that the assistance will be used for
transit-related purposes.

The amount of assistance which the hoard may shall provide
under this section may not execeed the sum of:
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{a) the portion of the available loeal transit funds whieh the
appHeant propeses te use to subsidize the proposed serviee; and

) an amount of finaneial aosictanee bearing an identieal proper
tional relationship to the amount under elause (a) as the total
amount of finanecial assistanee to the transit commission bears to
the total ameunt of tuxes eollected by the board under section
473-446. The board shall pay the amount to be provided te the
reeipient from the essistanee the beard would stherwise pay to the
trancit eommission- is the total amount of available local transit
funds. 1‘? board slﬁlﬂ—dis_burse assista?ce 39 the recipient in
advance by semiannual payments on or before January 1 and on or
before July 1 of the year _f‘or which assistance 1s requested by the
recipient.

Assistance provided by the board to the recipient must be spent
for transit-related purposes. Assistance that is not spent in the
budget year in which it is provided may be retained by tEe recipient
and carried over to the next budget year. Assistance that is not
spent in the budget year in which it is provided may not be retained
for more than two additional years. After that time, the recipient
must deposit any unspent assistance with the board, who will place
emphasis on _ig expenditure of these funds for suburban transit
service.

For purposes of this section “available local transit funds” means
90 percent of the tax revenues which would accrue to the board from
the tax i# levdes certified tax levy under section 473.446 in the
applicant city or town or combination thereof, including the reve-
nues which would acerue from the homestead and agricultural

credit aid and disparity reduction aid.

Subd. 5. {OTHER ASSISTANCE.]| A city or town receiving assis-
tance under this section may also receive assistance from the board
under section 473.384. In applying for assistance under that section
an applicant must describe the portion of the available local transit
funds which are not obligated to subsidize replacement service and
which the applicant proposes to use to subsidize additional service.
An applicant which has exhausted its available loeal transit funds
may use any other local subsidy funds to complete the required local
share.

Subd. 6. [ASSUMPTION OF PROGRAM.] The board shall certify
to the commissioner of transportation when it has adepted an
intcrimn implementation plan and is ready to assume
responsibility for the metropolitan transit service demonstration
program administered by the commissioner under Minnesota Stat-
utes 1982, section 174.265. On receipt of the certification the
commissioner shall make no further contracts under that program
and shall assign all contracts then in effect under that program to
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the board, and the contracts at that time become obligations of the
board.

Subd. 7. [BUDGET.] A recipient %f assistance under this section
each year shall prepare an annual budget, and, after holding a

ublic hearing on the budget, shall submit the budget to the board
and to the legislature for review. The board sFﬂaH review and
comment on the consistency of the budget with its implementation
Elan.

Subd. 8. [ANNUAL REPORTS.] Before December 1 of each year,
the recipient of assistance under this section shall prepare a report
for the preceding fiscal year containing, in addition io other matters
as the recipient may consider proper, the following:

(a) the activities of the recipient during the period covered by the
report; and

(b) a complete accounting of the financial accounts and affairs of
the recipient during the fiscal year.

A copy of each report must be filed with the board, the metropol-
itan council, the Tegislature, and the governor by November 30 of

each year.
Sec. 5. [STUDIES REQUIRED.]

{a) The metropolitan council, in consultation with the board and
after consultation with participants in the opt-out transit service
program, must conduct a study of the costs of planning, administer-
ing and managing transit services in the metropolitan area, includ-
ﬁm costs of coordinating and integrating services provided by

1

rent transit operators or authorities. The council, in consulta-
tion with the Boars, must direct its staff to examine whether the
percentage of property tax revenues raised in communities partici-
Eatinlg in the Qrogiam under Minnesota Statutes, section 473.388,
which accrues to the board from the w_xfi_t levieshunder Minnesotal’
Statutes, section 473.446, is adequate to finance those communities
prorated share of these costs. flque council, in consultation with the
board, must make a recommendation to the legislature on the

appropriate percentage of property tax revenues to be used io
inance these costs.

(b) The council, in consultation with the board and after consul-
tation with participants in the opt-out transit service program, must
conduct a study of the interaction between the funding mechanisms
of the program under Minnesota Statutes, section 473.388, and the
reductions of levied taxes made pursuant to Minnesota Statutes,

section 473.446, subdivision 1. The couneil, in consultation with the
board, must direct its staff to study the interaction of these provi-




35th Dayl Tuursvay, ArriL 18, 1991 23717

sions, mcludmg the effect of the interaction on the financing of
transit services in the metropolitan area, and to report its findings
to the board.

{c) The council must report to the legislature on the results of
these studies on or before February 15, 1992.

Sec. 6. [APPLICATION. |

Sections 1 to 5 apply in the counties of Anoka, Carver, Dakota,
Hennepin, Ramsey, gcott and Washington.”

Amend the title accordingly

With the recommendation that when so amended the bill pass and
be re-referred to the Committee on Judiciary.

The report was adopted.

Reding from the Committee on Governmental Operatmns to
which was referred:

H. F. No. 765, A bill for an act relating to certain state employees;

establishing eligibility for state-paid insurance after retirement in
certain circumstances.

Reported the same back with the following amendments:

Page 1, line 18, delete “the effective date of this section” and insert
“May 5, 19902”

Page 2, line 20, before the period insert “, and is retroactive to
May 5, 1990~

With the recommendation that when so amended the bill pass.

The report was adopted.

Munger from the Committee on Environment and Natural Re-
sources to which was referred:

H.F. No. 817, A hill for an act relating to natural resources;
revising certain provisions regarding the leasing of state-owned iron
ore and related minerals; amending’ Minnesota Statutes 1990,
sections 93.16; 93.17, subdivisions 1 and 3; and 93.20, by adding a
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subdivision; repealing Minnesota Statutes 1990, section 93.20, sub-
division 9.

Reported the same back with the following amendments:
Delete everything after the enacting clause and insert:

“Section 1. Minnesota Statutes 1990, section 93.16, is amended to
read:

93.16 [PERMITS; SALE, NOTICE.}

Except as otherwise expressly provided by law, prospecting per-
mits for iron ore or other minerals belonging to the state shall be
issued only upon public sale as herein provided. The sale of permits
may be held annually; at the diseretion of at such times and places
as desig’%ated by the commissioner; en the seeond Menday in

. The commissioner shall give public notice of each sale by
publication for feur three successive weeks in a daily newspaper
printed and published in each of the cities of St. Paul, Minneapolis,
Duluth, Hibbing, and Virginia. The last publication shall be not less
than seven days nor more than 30 days before August 1 next
preceding the date of sale. Like notice may be published in not to
exceed two additional newspapers and two trade magazines, as the
commissioner may direct,

Each notice shall contain the following information:
(1) Time and place of holding the sale;

(2} The general requirements of law affecting bidders and purchas-
ers of permits;

(3) The place or places where the list of mining units, to be offered
for sale will be available for inspection and where forms for bids and
applications for prospecting permits may be obtained;

{4) Such other information as the commissioner may direct.

Sec. 2. Minnesota Statutes 1990, section 93.17, subdivision 1, is
amended to read:

Subdivision 1. Applications for permits to prospect for iron ore
shall be presented to the commissioner in writing in such form as
the commissioner may prescribe at any time prior to the tHime of
epening the bids as hereinafter provided before 4:30 p.m., St. Paul
Minnesota time, on the last business day before the day specified for
the opening of bids, and no bids submitted after that time shall be
consiSerea. The application shall be accompanied by a certified
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check payable to the state treasurer in the sum of $50 for each
mining unit as set out above. Each application shall be accompanied
also by a sealed bid setting forth the amount of royalty per gross ton
of erude ore based upon the iron content of the ore when dried at 212
degrees Fahrenheit, in its natural condition or when concentrated,
as set out in detail hereafter, that the applicant proposes to pay to
the state of Minnesota in case the permit shall be awarded.

Sec. 3. Minnesota Statutes 1990, section 93.17, subdivision 3, is
amended to read:

Subd. 3. On the date At the time and place fixed for the sale at 13
oelock in the forenoon in the offiee governer in the state
eapitol in Si- Paul, the commissioner shall publicly announce the
number of applications and bids received; akd none reeeived there-
after shall be eonsidered. The commissicner, together with at least
one member of the executive council as designated by the couneil,
shall then publicly open the bids; and announce the amount of each
bid separately; and. Thereafter, the commissioner, together with the
executive council, shall award the permits to the highest bidders for
the respective mining units, but no bids shall be accepted that shall
not equal or exceed the minimum amounts provided for in section
93.20, nor shall any bid be accepted that shall not comply with the
law and be accompanied by a certified check for the faithful
performance of the terms of each permit as hereinbefore set out. The
right is reserved to the state to reject any and all bids. All
applications for permits and bids not accepted at such sale shall
become void at the close of the sale and the checks accompanying the
applications and bids shall be returned to the applicants entitled to
them. Upon the award of a permit, the certified check submitted with
the application as provided by subdivision 1, shall be deposited with
the state treasurer as a fee for the permit, to be credited to the same
fund as the rental or royalty from the mining unit affected, and the
certified check submitted with the bid as provided by subdivision 2,
shall be deposited with the state treasurer and held for further
disposition as provided by law.

Sec. 4. Minnesota Statutes 1990, section 93.20, is amended by
adding a subdivision to read:

Subd. 9a. (1) The royalties to be paid by the part.... of the second
part to the party of the first part on ore removed in each calendar
uarter that the Tease remains in force as hereinbefore specified
shall be subject to increase by fifty percent (50%) of the sum of the
amounts determined in accordance with subparagraphs (a} and (b)

below:

(a} Reference shall be made to the Producer Price Index for Iron
Ores (December 1984 =100) (Industry Code No. 1011}, as originall

ublished (unrevised) by the Bureau of Labor Statistics of the

Elmm States Department of Labor, or any succeeding federal
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agency publishing such index, for the first month in the calendar

uarter %or wEicl-zn royalty payment is to be made. If the Producer
%ice Index for Tron Ores exceeds ....., which was the Tevel of such
index for the month in which this lease was issued (hereafter called
the “PPI - 10 Base Index”), the excess shall be computed and this
excess shall become the numerator of a fraction, the isenomi"ﬁa?tom
which shall be the PPT - TO Base Index, and the resulting fraction
shall be multiplied by the royalty rate per ton payable on the ore
mined and removed during any such quarter. T

For exampie, if the PPI — 10 Base Index under this lease was
119.2, and if the Producer Price Index for Tron Ores for January, 19..
was 125.3, the additional amount for the calendar gquarter of
January, February, and March 19.. would be computed as Tollows:

[(125.3-119.2)/119.2] x base royalty rate = additional amount

(b) Reference shall be made to the Producer Price Index for the
Iron and Steel Subgrou %_f ﬁ_fie NMetals @ Metal Frﬁﬂuctsbvd‘ou
(1982-100) {Commodity Code No. 101), as origina ublishe
{unrevised) by the Bureau of Labor Statistics of L_Ee Uniti'ﬂ States
Department_g:fL_abor, or any succeeding federal agency publishin
such index, for the first month in the calendar quarter for WEICE
royalty payment is to be made. If the Producer Price Index for the
Tron anti §‘tee[ Subgroup of the Metals and Metal Products Group
exceeds ..., which was the Tevel of such index for the month in
which this lease was issued (hereafter called the “PPI — I&S Base
Index)”, the excess shall be computed and this excess shall become
the numerator of a fraction, the denominator of which shall be the
PPI - T&S Base Index, and the resulting fraction shall be muliiplied
31_@ royalty rate per ton payable on the ore mined and removed

uring any such quarter.

Yor example, if the PPl — 1&S Base Index under this lease was
1295, "and if the Producer Price Index for the Iron and Steel
Subgroup of the Metals and Metal Products Group for January, 19..
was 139.5, the additional amount for the calendar gquarter of
January, February, and March 19.. would be computed as follows

[(139.5-129.5)/129.5] x base royalty rate = additional amount

(2) In the event some other period than December 1984 is used as
a base of 100 in determining %e Producer Price Index for Iron Ores
or some other period than 1982 is used as a base of 100 in
determining the Producer Price Index for the Iron and Steel Sub-

oup of the Metals and Metal Products Group, for the purposes of
tElS %easﬁhese indexes shall be adjusted so as to be in correct
relationship to the appropriate base. ] ]_[n the event either such index
is not published by any federal agency, the index to be used as
ﬁ'oresai'a shall be that index independenily published, which, after
necessary adjustments, if any, provides the most reasonable substi-
tute for the appropriabe_i:ﬂé% during any period subsequent to the
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month in which this lease is issued; it being intended to substitute
for the Producer Price Index for Iron Ores an index that most
accurately reflects fluctuations in the prices of Great Lakes iron ores
in the manner presently reported by the Producer Price Index for
Tron Ores (December 1984 =100), as originally published (unre-
vised) by the Bureau of Labor Statistics of the United States
Department of Labor, and 1t being intended to substitute for the
Producer Price Index for the Iron and Steel Subgroup of the Metals
and Metal Products Group an index that most accurately reflects
fluctuations in the prices of iron and steel in the manner presentl
reported by the Producer Price Index for the Iron and Steel Sufi—
group of the Metals and Metal Products Group (1982=100), as
originaTIXpu lished (unrevised) %_'ithe Bureau of %aBor Statistics of
the United States

aADOoT.

epartment of

If the parties to this lease cannot agree upon substitute indexes
which accomplish these purposes, each s aH choose an arbitrator
and the two thus selecbeg sda[i choose a third. The decision of the
arbifrators or any two of them shall be final and binding on the
parties in interest. The agreement or the decision of the arbitrators
shall be attached as a supplement to the lease. Each party to the
arbitration shall bear their representative share of the costs for the

arbitration.

Sec. 5. [REPEALER.]

Minnesota Statutes 1990, section 93.20, subdivision 9, is repealed.

Sec. 6. [EFFECTIVE DATE.]

This act is effective the day following its final enactment.”

Delete the title and insert:

“A bill for an act relating to natural resources; revising certain
provisions regarding the leasing of state-owned iron ore and related
minerals; amending Minnesota Statutes 1990, sections 93.16; 93.17,
subdivisions 1 and 3; and 93.20, by adding a subdivision; repealing
Minnesota Statutes 1990, section 93.20, subdivision 9.”

With the recommendation that when so amended the bill pass.

The report was adopted.

Munger from the Committee on Environment and Natural Re-
sources to which was referred:

H.F No. 920, A bill for an act relating to the environment;
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requiring recycled CFCs used in refrigerant applications to comply
with certain standards; proposing coding for new law in Minnesota
Statutes, chapter 239.

Reported the same back with the following amendments:
Page 1, after line 17, insert:

“Sec. 2. [REFRIGERATION EQUIPMENT AND SYSTEMS;
TRAINING AND LICENSING RECOMMENDATIONS. ]

The pollution control agency shall by January 1, 1992, make
recommendations to the legislature @_n%etﬁoas for the use, recap-
ture, and recycling of CFCs and appropriate training and licensin
provisions for persons engaged in the installation or repair o%
refrigeration equipment and systems that use CFC refrigerants.

e agency shall consult with contractors and representatives of
these instailations and repair workers before making these recom-
mendations.

Sec. 3. [REPEALER.]

Minnesota Statutes 1990, section 116.734, is repealed.”

Renumber the sections in sequence

Correct internal references

Amend the title as follows:

Page 1, line 4, after the semicolon insert “requiring recommenda-
tions on training and licensure of installers;”

Page 1, line 5, before the period insert “; repealing Minnesota
Statutes 1990, section 116.734”

With the recommendation that when se amended the bill pass.

The report was adopted.

Ogren from the Committee on Taxes to which was referred:

H.F. No. 956, A bill for an act relating to state government;
providing an early retirement incentive for public employees;
amending Minnesota Statutes 1990, sections 275.125, by adding a
subdivision; and 275.50, subdivision 5.
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Reported the same back with the following amendments:
Page 1, line 14, delete “5” and insert “3”

Page 1, line 20, before “Minnesota” insert “state university
system, community college system,”

Page 2, line 28, delete “August” and insert “July”

Page 2, line 33, after “for” insert “an employer-paid health
insurance benefit provided as”

Pages 3 to 11, delete sections 3 and 4
Page 11, line 14, delete “5” and insert “3"”

Page 11, line 15, delete “to 4” and insert “and 2”

Amend the title as follows:
Page 1, line 3, delete “; amending” and insert a period

Page 1, delete lines 4 and 5

With the recommendation that when so amended the bill pass and
be re-referred to the Committee on Appropriations.

The report was adopted.

Munger from the Committee on Environment and Natural Re-
sources to which was referred:

H.F No. 978, A bill for an act relating to the environment;
requiring the governor to submit a biennial policy report to the
legislature on energy and the environment; proposing coding for
new law in Minnesota Statutes, chapter 116D); repealing Minnesota
Statutes 1990, section 116D.07.

Reported the same back with the following amendments:
Page 1, line 12, delete “detailed” and insert “concise”
Page 1, line 15, delete “detailed” and insert “comprehensive”

Page 1, line 19, after “a” insert “concise,”
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Page 2, line 5, after “a” insert “concise,”

Page 2, line 8, before “discussion” insert “concise”
¥ b — —_—

Page 2, line 18, after “a” insert “concise”

Page 2, line 25, after “a” insert “concise”

Page 3, line 32, delete “an” and insert “a concise”

Page 3, line 34, before “description” insert “concise”

”

Page 4, lines 22, 25, and 31 after “describe” insert “concisely
Page 5, delete lines 26 to 33 and insert:

“Subd. 4. [STRATEGY AND FINAL REPORTS.] (a) Any depart-
ment or agency of the state required to submit a biennﬁTXrep_ort to
the legislature in an even-numbered year under section 15.063 ma
reference part or all of the disjcgs}sl;im:i and information containe 1_1&
a preliminary strategy report of that department or agency prepare
in the prior %H-numgred year in fulfillment of Ew’%in any of the
substantially equivalent material required to _'lﬁ in t__Ee _B'ixeml—iz_ﬂ
report to the legislature.

(b) It is the intent of the legislature that any preliminary strategy
report by a department or agency, the dlﬁ% energy and environ-
mental strategy report of the state prepared by the environmental
quality board, and the final report on the energy and environmental
strategy of the stafe as transmiited by the governor should be
written in as concise and easily understood a manner as possible
while bein su_ﬁicientﬁomErehensive to assist the legislature in

allocating funds to support the policies, plans, and programs of the
d ent. All preliminary, draft,

state related to energy and the environm
and final reports shall confain minimal extraneous and irrelevant
material.

(c) It is the intent of the legislature that the primary responsibil-

ity for preparing the preliminary strategy report relating to ene
Eﬂzaﬂ_be t]Ee res (ﬁgigllit of tEe epartment of public service anﬁ

that the primary responmEiﬁtSr_fBr EreparinF the preliminary strat-

%Ex report relating to the environment shall be the responsibility of

the pollution control agency.

(d) To aid in effectuating the goal of the legislature that all
preparatory and final reports be written in a concise and under-

standable manner, no preliminary strategy report of any depart-
ment or agency shall exceed, without L__lse rior approval of the
environmental quality board, 30 double-spaced pages or the equiv-
alent, 8-172 x 11 incﬁes in size, including all appendices, addenda,
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and attachments, except those that contain primarily charts,
graphs, tabulations, or contain other numerical or pictorial infor-
mation, ]‘%@twithstanﬂ?ng th_eb foregoin pm‘eilirginar%z1 strategy E]_[
ports of the department of public service and the pollution contro
agency may not exceed 50 3?'1'ouBIe-sp.%lce_d ages or the equivalent,
8-1/2 x 11 inches in size, including all appendices, addenda, and
attachments, except those that contain primarily charts, graphs,

tabulations or contain other numerical or pictorial information.”

With the recommendation that when so amended the bill pass.

The report was adopted.

Anderson, [, from the Committee on Local Government and
Metropolitan Affairs to which was referred:

H.F No. 983, A bill for an act relating to Ramsey county;
changing Ramsey county special laws to make them consistent with
the county home rule charter; amending Minnesola Statutes 1990,
sections 383A.06, subdivision 2; 383A.16, subdivision 4; 383A.20,
subdivision 10; 383A.32, subdivision 1, and 383A.50, subdivision 4;
repealing Minnesota Statutes 1990, sections 383A.04; 383A.06,
subdivision 3; 383A.07, subdivisions 6, 15, and 20; 3833A.16, subdi-
vision 5; 383A.20, subdivisions 1, 6 to 9, and 11; 383A.23, subdivi-
sion 1; 383A.24; 383A.25; 383A.45; 383A.46; 383A .48; 383A.49; and
383A.50, subdivisions 1 and 3.

Reported the same back with the recommendation that the bill
pass and be placed on the Consent Calendar.

The report was adopted.

Vellenga from the Committee on Judiciary to which was referred:

H. F. No. 1038, A bill for an act relating to checks; increasing bank
verification requirements for opening checking accounts; regulating
check numbering procedures; requiring the commissioner of com-
merce to adopt rules regarding verification procedure requirements;
authorizing fees for obtaining certain information from financial
institutions; modifying procedures and liability for civil restitution
for holders of worthless checks; authorizing service charges for use of
law enforcement agencies; clarifying criminal penalties; increasing
information that banks must provide to holders of worthless checks;
imposing penalties; amending Minnesota Statutes 1990, sections
48.512, subdivisions 4, 5, and by adding subdivisions; 332.50,
subdivisions 1 and 2; and 609.535, subdivisions 2a, 6, and 7,
proposing coding for new law in Minnesota Statutes, chapter 48.
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Reported the same back with the following amendments:
Page 1, delete section 1 and insert:

“Section 1. Minnesota Statutes 1990, section 48.512, subdivision
3, is amended to read:

Subd. 3. [CONFIRM NO INVOLUNTARY CLOSING.] Before
opening or authorizing signatory power over a transaction accourt,
the financial intermediary shall attempt to verify the information
disclosed for subdivision 2, clause (i). Inquiries made to verify this
information through persons in the business or %r&iainﬁ such
information shall include an inquiry based on the applicant’s
identification number provided under subdivision 2, clause _g_;) The
financial Intermediary may not open or authorize signatory power
over a transaction account if (i} the applicant had a transaction
account closed by a financial intermediary without consent because
of issuance by the applicant of dishonored checks within 12 months
immediately preceding the application, or (ii) the applicant has been
convicted of a criminal offense because of the use of a check or other
similar item within 24 months immediately preceding the applica-
tion.

If the transaction account is refused pursuant to this subdivision,
the reasons for the refusal shall be given to the applicant in writing
and the applicant shall be allowed to provide additional information.

Sec. 2. Minnesota Statutes 1990, section 48.512, subdivision 4, is
amended to read:

Subd. 4. [IDENTIFICATION IS REQUIRED.] A financial inter-
mediary shall not open or authorize signatory power over a trans-
action account if none of the applicants provides a driver’s license,
identification card, or identification document as required by subdi-
vision 2. If the applicant provides a driver’s license or identification
card issued under section 171.07, the financial intermediary must
confirm the identification number and name on that card through
the records of the department of public safety. The financial inter-
mediary need not confirm this information if an employee of the
financial intermediary has known the identity of the applicant for at
least one year prior to the time of the application, and t_i';e employee

rovides a signed statement confirming that fact. When a minor is
t'Ee applicant and the minor does not have a driver’s license or
identification card issued pursuant to section 171.07, the identifica-
tion requirements of subdivision 2, clause (g), and this subdivision
are satisfied if the minor’s parent or guardian provides identification
of that person’s own that meets the identification requirement. The
financial intermediary may waive the identification requirement if
the applicant has had another type of account with the financial
intermediary for at least one year immediately preceding the time of
application.”
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Page 3, line 33, before “amount” insert “aggregate” and strike
“check™ and insert “checks”

Page 3, line 35, delete “Before bringing an action, a payee” and
inser% “If the amount of the dishonored check plus any service
charges which have been incurred under paragraphs (d) and (e) have
not been paid within 30 days after having mailed a notice of
dishonor in compliance with subdivision 3 but before Inittating a
cause of action, the holder”

Page 4, line 4, after “(c)” insert “After notice has been sent but”

Page 4, line 16, before the period insert “if the service charge is
used to reimburse the law enforcement agency for its expenses

Renumber the sections in sequence

Amend the title as follows:

Page 1, line 4, delete everything after the semicolon
Page 1, delete line 5

Page 1, line 6, delete “procedure requirements;”

Page 1, line 14, after “subdivisions” insert “3,”

With the recommendation that when so amended the bill pass.

The report was adopted.

McEachern from the Committee on Education to which was
referred:

H. F. No. 1080, A bill for an act relating to education; requiring
the higher education coordinating board to make certain recommen-
dations to the legislature.

Reported the same back with the recommendation that the bill
pass and be re-referred to the Committee on Appropriations.

The report was adopted.
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Anderson, I., from the Committee on Local Government and
Metropolitan Affairs to which was referred:

H.F. No. 1105, A bill for an act relating to Ramsey county;
providing for additional civil service certification of underrepre-
sented groups; amending Minnesota Statutes 1990, section
383A.291, subdivision 2.

Reported the same back with the recommendation that the bill
pass and be placed on the Consent Calendar.

The report was adopted.

McEachern from the Committee on Education to which was
referred:

H. F. No. 1119, A bill for an act relating to education; requiring
the development of policies for students with disabilities in post-
secondary institutions; proposing coding for new law in Minnesota
Statutes, chapter 135A.

Reported the same back with the recommendation that the bill
pass.

The report was adopted.

Welle from the Committee on Health and Human Services to
which was referred:

H. F. No. 1134, A bill for an act relating to human services;
clarifying membership requirements for the advisory committee for
regional service centers for hearing impaired persons; authorizing
fees for interpreter referral services; amending Minnesota Statutes
1990, sections 256C.24, subdivisions 2 and 3; and 256C.25.

Reported the same back with the following amendments:
Page 2, delete section 2
Page 2, line 18, delete “3” and insert “2”

Page 2, line 25, strike “The commissioner of human services” and
before “may” insert “Within the seven-county metro area, the
commissioner shall contract for these services: outside the metro
area, the commissioner shall directly coordinate these services but”
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Page 2, line 32, before the period insert “or hearing-impaired
consumers or interpreters”

Delete the title and insert:

“A bill for an act relating to human services; authorizing fees for
interpreter referral services; amending Minnesota Statutes 1990,
sections 256C .24, subdivision 2; and 256C.25.”

With the recommendation that when so amended the bill pass and
be re-referred to the Committee on Appropriations.

The report was adopted.

Vellenga from the Committee on Judiciary to which was referred:

H. E No. 1150, A bill for an act relating to erimes; increasing the
penalty for assaulting a correctional officer; amending Minnesota
Statutes 1990, section 609.2231, subdivision 3.

Reported the same back with the recommendation that the bill
pass.

The report was adopted.

Munger from the Committee on Environment and Natural Re-
sources to which was referred:

H.F No. 1173, A bill for an act relating to natural resources;
amending certain provisions concerning mineral exploration, ex-
ploratory boring, and data acquired in connection therewith; autho-
rizing the adoption of rules establishing minimum standards for
wells to explore for or produce oil, gas, and related hydrocarbons;
amending Minnesota Statutes 1990, sections 13.793, subdivision 2;
1031.601, subdivision 4; and 1031.605, subdivision 4.

Reported the same back with the following amendments:
Delete everything after the enacting clause and insert:

“Section 1. Minnesota Statutes 1990, section 13.793, subdivision
2, is amended to read:

Subd. 2. [DATA BECOME PUBLIC.] (a) Data under subdivision 1,
clause (1), become public data three years after the date the lease "
sale was held or, if not held, within three years after the date the
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lease sale was scheduled to be held. Except as provided in paragraph
(b), data under subdivision 1, clause (2), become public data 80 5&
one year after receipt by the commissioner.

(b} If data under subdivision 1, clause (2), relate to private land
that is under mineral lease to the person submitting the data, and
the mineral lease is in force at the time the data are submitted, the
data become public data only after the mineral lease is no longer in
force. The person submitting the data that relate to private land
that 1s under mineral lease sEaTl_provide to the commissioner at the
time the data are submitted and annually thereafter, in a format
designated by the commissioner, satisfactory evidence that the
mineral lease is in effect. If, in a given year, satisfactory evidence
that the mineral lease is still in effect is not provided to the

commissioner before the anniversary date of receipt of the data by
~come public data.

the commissioner, the data immediately becom

Sec. 2. Minnesota Statutes 1990, section 1031.601, subdivision 4,
is amended to read:

Subd. 4. [MAP OF BORINGS.] By ten days before beginning
exploratory boring, an explorer must submit to the commissioners of
health and matural resources a county road map having a scale of
one-half inch equal to one mile, as prepared by the department of
transportation, showing the location of each proposed exploratory
boring to the nearest estimated 40 acre parcel. Exploratory boring
that is proposed on the map may not be commenced later than 180
days after submission of the map, unless a new map is submitted.

Sec. 3. Minnesota Statutes 1990, section 1031.605, subdivision 4,
is amended to read:

Subd. 4. [EXPLORATION DATA.] (a) By six menths 180 days
after termination by the explorer of a lease or other type of
exploration agreement on a property the data from the exploration
must be submitted to the commissioner of natural resources. The
data is public data and persons submitting or releasing the data are
not subject to civil or criminal liability for its use by others,

(b) Data that will become public under paragraph (a) may be
submitted, with the prior written permission of the comn"ﬁsﬁ)e[ra‘
natural resources, before the termination. If the data are submitted
earlier than the required time, data do not become public data until
180 days after termination by the explorer of the lease or other type
of exploration agreement on the property from which the data is
obtained. An explorer submitting data before the time required by
paragraph (a) shall provide to the commissioner of natural resources
at the time the data are submitted and every 180 days thereafter, in
a format designated by the commissioner of natural resources,
satisfactory evidence ﬂ¥af_ff1e lease or other type of exploration
agreement is in effect. If satisfactory evidence that the mineral lease
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or other exploration agreement is still in effect i1s not provided to the
commissioner of natural resources for a given 180-day period by the

uired date, the data immediately become public data. The
explorer may waive, in writing, the data privacy requirements and
agree that data submitted before the time required by paragraph (a)
are public data.

(c} Notwithstanding paragraph (b), exploration drill core and
samples submitted before tEe time required by paragraph (a)
become public data no later than five years after receipt of the
exploration drill core and samples by the commissioner of natural
resources even 1f the lease or other type of exploration agreement on
the property from which the exploration drill core and samples were

obtained has not terminated.”

Delete the title and insert:

“A bill for an act relating to natural resources; amending certain
provisions concerning mineral exploration, exploratory boring, and
data acquired in connection therewith; amending Minnesota Stat-

utes 1990, sections 13.793, subdivision 2; 103L.601, subdivision 4;
and 103L.605, subdivision 4.”

With the recommendation that when so amended the bill pass and
be re-referred to the Committee on Judiciary.

The report was adopted.

Anderson, I, from the Committee on Local Government and
Metropolitan Affairs to which was referred:

H. F. No. 1189, A bill for an act relating to counties; permitting
counties to spend money for broadcast facilities; amending Minne-
sota Statutes 1990, section 375.164.

Reported the same back with the following amendments:

Page 1, line 8, reinstate the stricken “TELEVISION TRANSLA-
TOR” and before “BROADCAST” insert “OR”

Page 1, line 13, reinstate the stricken language and before
“broadcast” insert “or”

With the recommendation that when so amended the bill pass.

The report was adopted.
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Munger from the Committee on Environment and Natural Re-
sources to which was referred:

H.F No. 1208, A bill for an act relating to game and fish;
extending the date by which fish houses and dark houses must be

removed from certain state waters; amending Minnesota Statutes
1990, section 97C.355, subdivision 7.

Reported the same back with the following amendments:
Delete everything after the enacting clause and insert:

“Section 1. Minnesota Statutes 1990, section 97C.355, subdivision
7, is amended to read:

Subd. 7. [DATES AND TIMES HOUSES MAY REMAIN ON ICE.]
(a) After February 28; A fish house or dark house may not be on the
ice between 12:00 am. and one hour before sunrise after the
following dates:

(1} February 28, for state waters south of a line starting at the
Minnesota-North Dakota border and formed by r1 Ets-o%—wa of
Trunk Highway No. 200, then east along Trunk Highway No. 200 to
U.S. Route No. 2, then east along U.S. Route No. 2 to the Minnesota-
Wisconsin border; and

(2) March 15, for other state waters.

A fish house or dark house on the ice in violation of this
subdivision is subject to the enforcement provisions of paragraph (b).
The commissioner may, by order, extend change the date beyond
February 28 dates in this paragraph for any part of international
boundary state waters. Coples o; tEe order must be conspicuously
posted on the shores of the waters as prescribed by the commissioner.

(b} A conservation officer must confiscate a fish house or dark
house in violation of paragraph (a). The officer may remove, burn, or
destroy the house. The officer shall seize the contents of the house
and hold them for 60 days. If the seized articles have not been
claimed by the owner, they may be retained for the use of the
division or sold at the highest price obtainable in a manner
prescribed by the commissioner.”

With the recommendation that when so amended the bill pass.

The report was adopted.
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Wenzel from the Committee on Agriculture to which was referred:

H. F. No. 1227, A bill for an act relating to agriculture; changing
certain food licensing fees; amending Minnesota Statutes 1990,
gection 28A.08.

Reported the same back with the following amendments:
Page 4, after line 7, insert:
“Sec. 2, [FEE INCREASE LIMIT.|

If the fee increases in section 1 will raise more than $271,000 in
additional revenue in the fiscal biennium ending June 30, 1993, the
commissioner of agriculture shall reduce the fees so that the
additional revenue raised is ho more than $271,000. Additionally,
all Ticense fees collected under Minnesota Statutes, section 28A.08,
shall be dedicaied funds to this section.”

With the recommendation that when so amended the bill pass and
be re-referred to the Committee on Appropriations.

The report was adopted.

Wenzel from the Cornmittee on Agriculture to which was referred:

H. F. No. 1241, A bill for an act relating to agriculture; eliminat-
ing certain requirements for processing of farmstead cheese; amend-
ing Minnesota Statutes 1990, section 32.486, subdivision 1a.

Reported the same back with the following amendments:
Page 1, line 9, reinstate the stricken “(a)”
Page 1, line 12, reinstate the stricken “(b)”

Page 1, line 14, after the stricken period insert “The commissioner
g:%z require pasteurization if test samples demonstrate cheese and
cultured dairy foods are not free of pathogens. The commissioner
must inspect facilities at least four times each year.”

Amend the title as follows:

Page 1, line 2, delete “eliminating” and insert “permitting”
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With the recommendation that when so amended the bill pass.

The report was adopted.

Vellenga from the Committee on Judiciary to which was referred:

H.F No. 1277, A bill for an act relating to eminent domain;
providing for exercise of eminent domain power over properties
owned by railroads.

Reported the same back with the following amendments:
Delete everything after the enacting clause and insert:

“Section 1. [117.57] [AUTHORITIES; RAILROAD PROPER-
TIES.)

The power of eminent domain of an authority, as defined in

section 469.174, subdivision 2, extends to railroad properties located
within the authority’s limits, provided:

(1) the railroad property is not a line of track for which abandon-
ment s required under i'&ierafﬁw or if it is a line of track for which
abandonment is required under federal law, abandonment has been

approved;

(2) some part of the property contains land pollution as defined in
section 116.06, or contains a release or threatened release of
%etrol?zurn, as provided in chapter 115C, or contains a release or
threatened release of a pollutant, contaminant, hazardous sub-
stance, or hazardous waste, as provided in chapter 115B; and

(3) the authority intends to develop the property and has a plan
for its cleanup and development within five years.

Upon a showing by the petitioner in condemnation proceedings
that the conﬁtions%escribed in clauses (1) to (3) exist, then the
public use to which the authority would Eu_t_th_g_lllnﬁgerty is adjudged
a superior public use to railroad use or any other past, present, or
proposed future use, regardless gﬁhetlﬁ}t_]ia property is held in
trust, was previously acquired by condemnation, or is owned by a
railroad. ~

Sec. 2. [117.571] [RELATION TO STATE RAIL BANK.]

Nothing in section 1 shall supersede the provisions of section
222637 h T -
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Amend the title as follows:

Page 1, line 4, before the period insert “; proposing coding for new
law in Minnesota Statutes, chapter 117”

With the recommendation that when so amended the bill pass.

The report was adopted.

Anderson, I, from the Committee on Local Government and
Metropolitan Affairs to which was referred:

H. F. No. 1282, A bill for an act relating to local government;
providing procedures for storm sewer improvements; amending
Minnesota Statutes 1990, section 444.18, by adding a subdivision;
repealing Minnesota Statutes 1990, section 444.18, subdivision 2.

Reported the same back with the following amendments:

Page 1, line 25, before the period insert “except as to the parties
who were not given prescribed notice and were materially preju-
diced by the failure to give such nofice”

Page 2, line 2, delete “council” and insert “governing body” and
delete “city” and insert “municipal”

Page 2, line 11, delete “council” and insert “governing body”

With the recommendation that when so amended the bill pass and
be placed on the Consent Calendar.

The report was adopted.

Wenzel from the Committee on Agriculture to which was referred:

H. F. No. 1305, A bill for an act relating to agriculture; changing
the livestock market agency and dealer licensing act; amending
Minnesota Statutes 1990, sections 17A.01; 17A.03, subdivisions 1
and 7; 17A.04, subdivision 1; 17A.14; proposing coding for new law
in Minnesota Statutes, chapter 17A; repealing Minnesota Statutes
1990, section 17A.15.

Reported the same back with the following amendments:

Delete everything after the enacting clause and insert:
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“Section 1. Minnesota Statutes 1990, section 17A.01, is amended
to read:

17A.01 [CITATION.]

Beetions HHAGY to 17A35 This chapter may be cited as the
Minnesota livestock market agency and Eealer licensing act.

Sec. 2. Minnesota Statutes 1990, section 17A.03, subdivision 1, is
amended to read:

Subdivision 1. [SCOPE.] As used in seetions 17A-0% to 17A-15 this
chapter, the terms defined in this section have the meanings given
them

Sec. 3. Minnesota Statutes 1990, section 17A.03, subdivision 5, is
amended to read:

Subd. 5. [LIVESTOCK.] “Livestock” means cattle, sheep, swine,
horses intended for slaughter, mules, and goats.

Sec. 4. Minnesota Statutes 1990, section 17A.03, subdivision 7, is
amended to read:

Subd. 7. [LIVESTOCK DEALER.] “Livestock dealer” means any
person, including a packing company, engaged in the business of
buying or selling livestock on a regular basis for the person’s own
aceount or for the account of others.

“Livestock dealer” does not include:

{a) persons licensed under section 28A.04 who are primarily
engaged in the sale of meats at retail and persons operating as
frozen food processing plants as defined i