
LAWS of MINNESOTA for 2004 Ch. 285, Art. 1 

CHAPTER 285—-H.F.N0. 2258 -

. 

An act relating to commerce; establishing risk-based capital requirements for health 
organizations; establishing the minimum standard of valuation ftir health insurance; enacting 
model regulations of the National Association of Insurance Commissioners; regulating loss 

revenue certifications; regulating disclosure of information to certain investigatory entities; 

amending Minnesota Statutes 2002, sections 45.027, subdivision 7a; 60A.03, subdivision 9; 
60A.031, subdivision 4; 60A.129, subdivision 2; 62C.09, by adding a subdivision; _62D.04, 
subdivision 1; 62D.04I, subdivision 2; 62D.042, subdivisions 1, 2; 62N.25, subdivision 6; 

62N.27, subdivision 1; 62N.29; proposing coding for new law in Minnesota Statutes, chapter 
60A; repealing Minnesota Statutes 2002, sections 62C.09, subdivisions 3, 4; 62D.042, subdivi- 
sions 5, 6, 7; 62D.043; Minnesota Rules, part 4685,0600. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

ARTICLE 1 

RISK-BASED CAPITAL FOR HEALTH ORGANIZATIONS 

Section 1. [60A.50] DEFINITIONS. 
Subdivision SCOPE. FE purposes Q’ sections 60A..5O t_o 60A.592 E terms 

subdivisions 2 to 13 have the meanings given them. i 

Subd. ADJUSTED REPORT. “Adjusted RBC report” means Q RBC 
report which lg been adjusted hi the commissioner accordance section 
6OA.51, subdivision 

p 

, , 

Subd. 3. COMMISSIONER. “Coinmissioner” means _tlE commissionerof 
commerce éfie commissioner of health, whichever commissioner otherwise regulates 
me health organization. 

Subd. CORRECTIVE ORDER. “Corrective order” means a_n order issued b_y 
me commissioner specifying corrective actions which Q13 commissioner mas deter- 

Subd. DOMESTIC HEALTH ORGANIZATION. “Domestic health organi- 
zation” means £_1 health organization domiciled state. 

Subd. FOREIGN I-[EALTH ORGANIZATION. “Foreign health organiza- 
tion” means a health organization ga_t licensed t_o Q business state but not 
domiciled state. H 4 ‘ 

Subd. NAIC. “NAIC” means th_e National Association-o_f Insurance Commis- 
sioners. ~ 

‘
‘ 

Subd. HEALTH ORGANIZATION. “Health organization” means Q entity 
licensed under chapter o_r chapter 6_2_C or 62D. This definition does.n_<)t includeE 
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organization th_m licensed 9_r regulated a_s either at age Elg health insurer E a property 
arui casualty insurer _tlla_t otherwise subject to either E fie g property 31 casualty 
risk—based capital requirements.

V 

Subd. RBC INSTRUCTIONS. “RBC instructions” means tlg RBC report 
including risk—based capital instructions adopted Q die NAIC, § these RBC 
instructions may E amended 3 the NAIC from time ‘t_o time accordance with t_h_e 
procedures adopted by the NAIC.

' 

Subd. 10. RBC LEVEL. “RBC level” means a health organization’s company 
action level—l_{BC, regulatory action level RBC, at-1-thorized. control level RBC, o_r 
mandatory control level RBC where: 

§1_) “company action level RBC” means, with respect t_o E health organization, E product of an_d authorized control level RBC; 
(2) “regulatory action level RBC” means t_lE product o_f £131 authorized - 

contralevel RBC; 

92 “authorized control level RBC” means th_e number determined under E 
risk—based capital. formula accordance with t_h_e RBC instructions; a_1_i£l 

Q12 “mandatory control level RBC” means E product pf El @ authorized 
control level RBC. 

Subd. RBC PLAN. “RBC plan” means a comprehensive financial E 
containing fie elements specified section 6OA.52, subdivision _If t_h_e commis- 
sioner rejects t_h_e RBC plan, and it is revised by the health organization, with _o_r without 
me commissioner’s recommendation, th_e plzmmdst be called E “revised RBC plan.” 

Subd. RBC REPORT. “RBC report” means E report required section 
6OA._5l. . ~

. 

Subd. TOTAL ADJUSTED CAPITAL. “Total adjusted capital” means the 
sum of: ' 

j
— 

£l_) at health organization’s statutory capital £1 surplus as determined 
accordance with the statutory accounting applicable to £13 annu-al financial statements 
required 9 lg filed; a_n_d 

(_2_) such other items, gy, a_s_ th_e RBC instructions r_n_zg provide. 
Sec. 2. [60A.51] RBC REPORTS. 
Subdivision 1. SUBMISSIONS. A domestic health organization shall, on or 

before each April l: prepare and submit t_o the commissioner a report of its RBC Rafi 
as of thmd of thecalendarfiar just endefin a form and containin-g—th—einformation 
Feq—1iirEl—b}7tl1eR—BC inst1'ucti—o—_r1s. ITaddition,_a dcmjstfiliealth o1‘ganization shall file 
i_‘§ EEE 713% 

U _ _"- 
(1) with the NAIC in accordance with the RBC instructions; and 
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(2) with the insurance commissioner in any state in which the health organization 
is auW>r3ad_E>_ do business, if the insuran$c—or—n_‘mi§sicE_lEs no-t-it-fied the health 
organization ofits_i'equest in Writing, in which case the hea1th3rganization _s_hal_l file 
1L EC @551 l‘i‘.:‘=£ £115? £12 13E6_1‘§f; — —-_ M 

(i_) t§_ deg from th_e receipt o_f notice te ti_le RBC report in state; gr 
Q the filing date. 
Subd. 2. DETERMINATION. A health organization’s RBC must be determined 

in accordange with the formula set -forth in the RBC instructions. Thefirmula must 
take the folloivfigjito accouht, and ma?/‘adjust for the cox/Triance betw?n: 
El_et_erEed in each c21sTby applyingfie %orsi"n_t_lie_rnann_er set forth th_e Elf 

Q2 asset 

9 credit 
Q underwriting risk; ettl 
gt) _a_lt other business risks E such other relevant risks ee ere s_et forth fire RBC 

instructions. 

Subd. ADJUSTED REPORT. _I_f e domestic health organization glee en RBC 
report fiat the judgment et tlte commissioner inaccurate, E the commissioner 
shall adjust the RBC report t_o correct th_e inaccuracy erg shall notify the health 
organization er: hie adjustment. The notice must contain ti statement o_f th_e reasonE E adjustment. eh RBC report a_s ee adjusted referred t_o g Q “adjusted RBC 
report.” 

See. 3. [60A.52] COMPANY ACTION LEVEL EVENT. 
Subdivision DEFINITION. “Company action level event” means tlEVfollow— 

i_ng events: 

Q th_e filing o_f E RBC report ley e health organization gt indicates EE 
health organization’s total adjusted capital greater thee et equal 9 regulatory 
action level RBC but less than its company action level RBC; 
Q notification Q _th_e commissioner te tlg health organization ef E adjusted RBC report E: indicates E event clause gt provided the health organization does 

n_ot challenge E adjusted RBC report under section ‘60A.56; o_r 
(3) if, pursuant te section 60A.56, a health organization challenges an adjusted 

RBCTe_p'ort that indicates hie event in clause (1), me notification by the commissioner 
to the healthFr-ganization _t_ha_t the co_mmission§1as, fir a hearinhg-,_1€ected the health 
o—r@izaEi3n’s challenge. 

— ——:__ _ _ : 
Subd. RBC PLAN REQUIRED. E th_e event o_r" _a company action level event, 

the health organization shall prepare gel submit t_o E commissioner eh RBC phth that: 
Q identifies E conditions get contribute te me company action level event; 
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9 contains proposals o_f corrective actions E th_e ‘health organization intends to 
take and that would be expected 9 result in _t_he.e1irr_1ination _t_h_e company action level 
event; .. 

(3) provides projections of the health organization’s financial results in-the current 
year and at least the two succeefiig years, both in the absence of propos_§d_con‘ective 
a—cti_orr_s_ar§imn—sg—ef_f§t to the pr-opE_c'o_rre_cHvE-actions, including projections of 
statutory_E1lance sheets, operating income, net income, capital ‘and surplus, and RB? 
levels. The projections for both new and Erewal business mi—ght include_s_e‘parate 
projectiohs for each major lxoidiisfiss and separately identify each significant 
income, experlseFn_d benefrfiirfiaonent; 

— _— 
Q identifies the E assumptions impacting th_e health organization’s projections £1 E sensitivity o_f th_e projections to tlg assumptions; and ' 

(5) identifies the quality of, and problems associated with, the'health’ organiza- 
tion’s_l-iisiness, including, but nfi lTited to, its assets, anticipated bT1siness growth and 
associated surplus strain, <§r§>rdinary egogrre to risk, mix of business, gig use—ol’ 
reinsurance, if any, in each _c_a_sE 

_ : % _ —- - 
Subd. RBC PLAN SUBMISSION. E RBC E must be submitted‘: 
9 within 4_5 9% o_f th_e Company’ Action Level Event; o_r 
Q) me health organization challenges E adjusted ‘RBC report pursuant t_o 

section 60A.56, within days after notification t_o the health organization t_h_a_t,g1e 
commissioner ha_s_,>after a hearing, rejected E health organization_’s challenge. _

, 

Subd. 4. RBC PLAN HVIPLEIVIENTATION. Within 60 days after the submis- 
sion fiiiéirch organization of an RBC plan to the comrrrisfiofirjthewcofinissioner 
sl1allE)t_ify the health organizgicfi wlEh;r—t_he—R§C plan must be irn—p1emented or is, fie judgnglt of the commissioner, unsatET1ctory.Ehe commissioner deternFne_s 
EefBC plan is uhsfisfactory, the notification to the healtliorganization must’ set forth 
HE reasons.for_ the determinati—6r_1, and may set1°<)—rth proposed revisiorF\;h—ia1—vvi_ll 
_re_nder §1e_RBC ‘flap satisfactory, me judgment _o_f‘Q3 commissioner. Upon 
notification from E. commissioner, the health organizationshall prepare a revised RBC plan, which may incorporate Q reference E revisions proposed tfi 
commissioner, and shall submit the revised RBC plan to the commissioner: 

(l_) within days after the notification from the commissioner; o_r 

_(_2_) th_e health organization‘ challenges the notification from the commissioner 
under section 60A.56, within g days after. 3 nofiication 39 th_e healthfiganization 93; 
me commissioner hzi after a hearing, rejected _tl§ health organization’s challenge. 

Subd. 5. UNSATISFACTORY PLAN. In -the event of a notification by the 
commissioner to a health organization that tine" healtfirgeHization’s RBC pfinfi 
revised RBC plan‘ is unsatisfactory, theTommissioner may, at the co_n1Tis_si—cn1—er—’_s‘ 

discretion,Ebje:—ct_tci_ the health organizTion’s right to a hearing_un$r section 6OA.56, 
specify the notiEcaTion E the notificatiofiafitfiutes a re-gulfiory action Lrel 
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Subd. 6. ADDITIONAL FILING. Every domestic health organization that files 
an RBWang revised E E fire commissioner s_h_a1_l file a % o_f §_5l{_l_?_-C3 
plan or revised RBC plan with the insurance commissioner §1_y_ sgg which th_e 
h<eEtli_organizatic)—‘11i_s~auth31-izec_i—t_o do business 

(_l) the state h'§ a_n RBC provision substantially similar section 60A.57, 
subdivision _zm_d 

Q the insurance commissioner o_f E state has notified E health organization 
of request fo_r the filing writing, which cai health organization shall_ file 
a copy of die RBC 1% g revised RBC E grit state no later E @ later o_f; 

. (_i2_1§dz§§ _a_ft£r_°tl_1§ receipt o_fnotice tgfiia copy o_fi§RBC E or revised RBC wmnme 
gi_i_) @ date g which the RBC E or revised RBC p_lan f1le_d under 

subdivisions § Ed 
Sec. 4. [60A.53] REGULATORY ‘ACTION LEVEL EVENT. 
Subdivision DEFINITION. “Regulato1y action level event” means, 

respect t_o a health organization, gig of th_e following events: 

Q E filing o_f a_n RBC report by t_h_e_ health organization gag indicates t_h_2EE 
health organization’s total adjusted capital greater @ or equal t_o authorized 
control level RBC but less than its regulatory action level RBC; 

(_22 notification b_y fire commissioner to a health organization of E adjusted RBC 
report E indicates the event clause _(1_)l provided the health organization does mat 
challenge adjusted RBC report under section 6OA.56; 

_(_?32 if, pursuant to section 60A.56, the health organization challenges an adjusted RBC r‘eport that indicates the event in clause _(_1_)_l the notification_ by the cornmissioner 
t_o the healthorganization that the commissioner l_1a”_s-_:after a hearinhgjrhejflected the health 
orflizatioms challenge; 

I.“ —- w‘ _ I“ 

@ t_h_e failure o_f the health organization to file an RBC report by the filing date, 
unless th_e health organization has provided@—ex_pla_rTtion for th_e Exilghfis 
satisfactory to E commissioner and has cured the failure witfinleh days after_tlie 
£il@:'a£1P_‘*?_i_ 

-__—*____*—_-——I— 
Q E failure of E health organization Q submit E RBC plan to t_hE 

commissioner within the time period set forth in section 6OA.52, subdivision 3; 

(_6)_ notification by the commissioner‘ t_o E health organization that: 
£i_)_ Q13 RBC plan g revised RBC plan submitted b_y th_e health organization E judgment of t_h_e commissioner, unsatisfactory;E 
92 notification constitutes a regulatory action level event with respect to the 

health organization, provided tlr_e health organization _h_as not challenged tlg determi- 
nation under section 6OA.56; 
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(7) if, pursuant to section 60A.56, the health organization challenges a determi- 
natioEy—the commissioner under clause—(6), the notification by the commissioner t_0 
the heedthjrgamzation that the commisiorner has, after a_haing, rejected the _j_—_t_ 

(8) notification by the commissioner to the health organization that the health 
organization has failed_to_a_dhere to its RBC—plarTor revised RBC plambut oidy if the 
failure has aEbstantia:l_ adverse_efEct on tli7afility of tl1ejln=.::1lToEnEtticTn-‘t_c-> 
eliminat-ethe company action level event—ih -zH:ordance—\vit—h_its RBC plan or revisa 
RBC planEd the commissioner has so staed in the not%t$n,1Tvic?l the health 
@niE2Eon_his—I1_ot challenged gh_Td’eYennina:iTnTunder section 6OA.50; o_f" 

(9) if, pursuant to section 60A.56, the health organization challenges a determi- 
natioribylhe comrnis_sioner under claus<e—(23), the notification by the commissioner to 
the heaEh—organization that the comniissione-r‘ has, after a_l1eaiing, rejected tlE 3IE1fig?_—_"“———*"__—_—_"—_— 

Subd. 2. COMMISSIONER’S DUTIES. In the event o_f a regulatory action l_e_v_e_1 Lt fie cdmmissioner gall: T: _ _: 
Q require the health organization to prepare Ed submit Q RBC E E 

applicable, a revised RBC plan; 
L22 perform fly examination g analysis % commissioner considers necessary 5%‘ 

the assets, liabilities, and operations o_f E health organization, including 2_1 review o_f 
its RBC plan or revised RBC plan; and 

(3) after the examination or analysis, issue a corrective order specifying the 
corrective actions the commissioner determines are required. 

Subd. 3. CORRECTIVE ACTIONS. In determining corrective actions, the 
commissioner may take into account factors th-e_commissioner considers relevant WE 
respect to theE1ld1—<)rg2:nization based ufiéii the commissioner’s examinatioim 
analysis—6f—t_h_e assets, liabilities, and operations o_f_the health organization, including 
but not liniited to, the results of raw sensitivity testsundertaken pursuant to the RBC 
EiEtm_ctions. rh_e_RB—c @ g‘reTed RBC P_1e_@gs_t ye submitted: _ '" 

Q within 4_5 days after Q3 occurrence of die regulatory action ‘level event; 
Q E health organization challenges E adjusted RBC report pursuant E 

section 60A.56 £1 E challenge n_o_t frivolous the judgment o_f Q commissioner 
within 45 days after theinotification to the health organization that the connnissioner 
IE aft? a hearing, rejected £12 healtl1_oi“ganization’s challenge;-§— 

(3) if the health organization challenges a revised’ RBC plan pursuant to section 
60A.56 £1 £3“ challenge n_ot frivolous E judgment of dgommissioner, within 
45 days after the notification to the health organization that the connnissioner E183 after 
a hearing, rejected t_l§ hea1th_c>1~'§anization’s challenge. 

Subd. CONSULTANTS. E commissioner E retain actuaries Ed invest- 
ment experts a_nd other consultants a_s may -b_e necessaiy ge judgment o_f tlfi 
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commissioner to review the health organization’s RBC plan g revised RBC plan, 
examine or arfilyze thefiassets, liabilities, and operatihons, including Frmadtifil 
relationships, of the hefii organization and formulate th_e corrective order with respect 
to the health ofianization. The fees, costs-,—and expenses relating to consultfig must be 
bofi by the affected hefi Tgitrrizatiorg‘ _S|.ih E @ as directed by t_E 
comrnihs-sqioEr.

_ 
Sec. 5. [60A.54] AUTHORIZED CONTROL LEVEL EVENT. 
Subdivision DEFINITION. “Authorized control level event” means E o_f Elf 

following events: 

Q me filing o_f Q RBC report b_y tlfi health organization t_hat.indicates E th_e 
health organization’s total adjusted capital greater gap gr equal t_o mandatory 
control level RBC but less than its authorized control level RBC; ' 

Q2 th_e notification by the commissioner t_o the health organization o_f E adjusted RBC report that indicates £13 event clause Q provided th_e health organization does 
1_r_c§ challenge the adjusted RBC report under section 60A.56; 

(3) if, pursuant to section 60A.56, the health organization challenges an adjusted 
RBCTepdrt that indicates the event in clause (1), notification by the comndssioner to 
t_he health orfiization ma:-—t_11_e comhiissionerl_Tas_, after a hear'i_n,c_r,—rejected the healfi 
organization’s challenge; 

_ — 
Q tlg failure o_f th_e health organization to respond, 2_t manner satisfactory t_oE 

commissioner, t_o a corrective order, provided the health organization has n_ot 
challenged the corrective order under section 60A.56; pr 

(5) tlfi health organization has challenged a corrective order under section 
60A.§6_and the commissioner has, afier a hearing, rejected the challenge or modified 
th_e corre—cEv?order, th_e failure*—o‘f—tl1T,—health organizationt—o respond, ifa manner 
satisfactory to th_e commissioner,_to_t_he corrective order subsequent to_rejection or 
modification_l3y tlg co1nmissioner._ 

— —_ — 
Subd. COMMISSIONER’S DUTIES. I_n th_e event g E authorized control 

level event respect t_o a health organization, the commissioner shall: 

_(1_) take such actions as are required under section 6OA.53 regarding a health 
organization with respect to which 3 regulatory action level event h_z§ occurred; g 

9) if the commissioner considers it to be in the best interests of the policyholders 
gig credbifito-is of E health organizatior1E1id&tlTep—ul)lic, take Ext? actions as are 
necessary to cause th_e health organization—to#be~plEed under-1-‘e_g_ulat7y controluncgr 
chapter 60E. In the event the commissioneftfies such actions, the authorized control 
level ev:3—rr-t—‘is'c—on—sidered sFficient grounds Q the—<:o_mmissione—r_to gig action under 
chapter 6015: and the commissioner shall haveThe rights, powerTs, and duties with 
respect to the health organization as are set forth in chapter 60B. In the event the 
commissiorfi takes actions under this E1“auE pursuant to an adj_LEted_l‘iB_C—rfi HE 
health organization is entitled to tgprotections afforded—health organizations unda 
sections 60B.l1 fl 60B.13 pertaining t_o summary proceedings. 
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Sec. 6. [60A.55] MANDATORY CONTROL LEVEL EVENT. 
Subdivision DEFINITION. “Mandatory control level event” means Qty o_f gig 

following events: 
‘ ‘

i 

_(1_) the filing ff Q RBC report which indicates % th_e health organization’s total 
adjusted capital is less than its mandatory control level RBC; 

(_22 notification E commissioner. t_o thi health organization o_f E adjusted RBC report flit indicates gig event clause (1), provided die health organization does 
not challenge E adjusted RBC report under section 6OA.56; g 

Q) if, pursuant to section 6OA.56, the health organization challenges an adjusted RBC report that indiaates the event in CEISG (1), notification by the commissioner to 
the health organization tha~tThe com-ndissionerh—as, after a hear_ir—ig_,—rejected the healm 
Eganizatiolfs challengr 

_‘ 1 F — — 
Subd. 2. COMMISSIONER’S DUTIES. (a) In the event of a mandatory control 

level event,_tl1e commissioner shall take such Et$ns—a_s——:a—r_e Edessary to place the 
heahh organization under regulfiy fitraunder section 60B.l3. In thtf event, 66 
mandatory control level event is considered sufficient grounds for the_coEnissione1$ 
take action under section 60B .T3, and the commissioner shall Evemie rights, poweig 
fiduties v7ifi1—'espe_ct to the hea1tlmor~ganization— as are sEE>HTih?c—ction 6OB.l3. If E com1niEner take; actions pursuant to an—acl_T1sTe(lfiC_ report, the health 
organization is entitled to fig protections of secti_ons 60B.11 and 60B.l3 pefainingto 
summary proceedings. 

_ A _ — _ 
(b) Notwithstanding paragraph Q fire commissioner may forego action for up to E dafi after tire mandatory control level event if the commissioner finds there is a 

reasonable expectation fiat §n_e mandatory contfollevel event may he eliminated 
within gig 90-day period. 

Sec. 7. [60A.56] HEARINGS. 
Upon the occurrence of any of the following events,'the health organization has 

-the right to_a confidential_d$rt-I_n<§1_t‘al hearing, on a regrd, at which the heafi 
fiafiltiai may challenge any detennination or Etihn h_y_ ’the_commissioner. The 
health organizafiin shall notfiy—_the comrnissioner of its reques—tfor a hearing within 
five days after £15 nfication by}-he commissione'I'_uEler clausefi): Q21 (3), or (4). 
W<3nT<§eE>t6f the health organi-._za%n’s request for a hearing, the c—<)—r_n1nis‘sh)ne-r‘sha.l—l 
set a date for Eefieaiing, which must be no liman ten nor Indra than 30. days% E _(lz1_tTg—tl1_e_-health organizatioFs_reHuesl:. E1_e_:*e\_/e1Es_imuE ——' _ —*1

~ 
Q notification t_o a health organization h_y_ Ere commissioner 9_f E adjusted RBC 

report;
' 

Q_) notification 9 a health organization Q me commissioner that: 
Q th_e health organization’s RBC plan o_r revised RBC unsatisfactory; _a_nr_i 

gig notification constitutes a regulatory action level event with respect E % 
health organization; 

I ' 
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, (3) notification to a health organization by the commissioner that the l§_a_ltl1_ 

orgarfiattion has failedto: adhere to RBC £3 §_r‘revised E fig @ the 
failure has a substantial adverse effect on the ability of the health organization t9_ 
eliminaE—the company action level evenrwith respecfto the health organization in 
accordanct:— E E g revised pr 

_ — -__— _ 

(4) notification 9 a health organization th_e commissioner 9f a corrective order 
with respect t_o @ health organization. 0 

Sec. 8. [60A.57] ACCESS TO AND USE OF RBC INFORMATION. 
Subdivision CONFIDENTIALITY; PROHI-BITAION ON ANNOUNCE- 

MENTS. Section 60A.67, subdivisions 1 arm _2_, apply t_o sections 60A.50 t_o 6_0A.592. 
Subd. 2. PROHIBITION FOR RATE MAKING OR PREMIUM SETTING. 

The 1—{B?.7ifiuuctions, RBC reports, adjusted RBC reports, RBC plans, and revised 
IZI3_C plans are intended solely for use by the commissioner in monitoring t%o1vency 
ofhefiofitnizations andgtlieflnaiiyfiossible corrective action witlrrespect to 
Eal—th—(§ganizations ar1g‘s_E‘2il-_ng@u_s7:_c_i by the commissioner for rat? making n3 
considered or introduced as evidence in~au_y— rate proceeding~I1or_used by.fi 
commissioner to calculate or—derive any e1_em7cEs Fan appropriatepT‘enhJ‘rn Hem 
rate of return for a_ny line—of insurafie that a“ healthorganization or any affiliateg ““ “' “‘ ‘ 

Sec. 9. [60A.58] SUPPLEMENTAL PROVISIONS. 
Subdivision‘ EFFECT. Sections 60A.50 to 60A.592‘arersupp1ementa1 to. any 

9% provisions o_f E IE of this state, and m_ust not precl—ude or limit any—otl? 
powers _o_r duties o_f th_e commi_ssi_one%eFs_I1§_1iEwIsTinc1udin_g, butT1ElifrEted to, 
chapter _6o_B E sections 62D.O41, 62D.042, 62D.18, E 62D.18f' _ _ 

Subd. EXEMPTION. E commissioner mg exempt from fire application o_f 
sections 60A.50 to 60A.592 3 domestic health organization 

Q2 writes direct business only state; 

(2) assumes no reinsurance in excess of five percent of direct premium written;E 
(?:_) writes direct annual premiums for comprehensive medical business o_f 

$2,000,000 or leg 
Sec. 10. [60A.59].FOREIGN HEALTH ORGANIZATIONS. 
Subdivision RBC REPORT. A foreign health organization shall, uponE 

written request 9_ftl1_e commissioner, submit gtt1_e commissioner E RBC report asQ 
the end of the calendar year just ended the later of: 

(_ll Q13 date an RBC report would be required t_o lie filed b_y a_ domestic health 
organization under sections 60A.50 t_o 60A.592; g 
Q _1_5_ days @ th_e request received b_y E foreign health organization. 
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g3_) é foreign. health organization shall, at Ere written request o_f the commissioner, 
promptly submit t_o tii_e commissioner a copy pf any RBC plan E filed withE 
insurance commissioner of any other state. ‘ 

Subd. 2. RBC PLAN. In th_e event of a company action let/_el event, regulatory 
action level—event, or authorged control Evel event with respect to a foreign health 
organization § deterinined under t_h_e RBTIWCC applicable in t_h§ gate p_f domicile 
o_f th_e @ organization 95 if E go statute i_s i_n ft)t_ce'i_n tilét sgte_,_ p_r_1_d_er sections 
60A.50 t_o 60A.592, if fig insurance commissioner of the fie o_f domicile of the 
foreign health organization fails to require the foreignfihealth-”c;ganization to iiean 
RBC pig in th_e mannei'spec_fi”iacl71nder @ate’s RBC statute or, gig gfiatfi 
i_s f<_)_1::_e_i_n git state,‘ under section 6OA.52, tl1_e cominissiofi mg require th_e 
foreign health organization to file an RBC plan with the commissioner. I_n E Efllfi 
the failure of the foreign heaihmggifinfiilji R—BC plan the commissioner 
@111 be grounds to order the health organization to cease afidesist from writing new 
Kurzfise business This section does nof—hmit Q commissioner’s 
authority to require a foreign insur—er"to file a 563;} E-tlifisbbased capital plan 
submittedto the comfnissioner in the staTte—o—f clor—rii(:—ile.— 

— _* 
Subd. 3. LIQUIDATION OF PROPERTY. In the event o_f a mandatory control 

level event with respect t_o a foreign health organiza_tio-1-1: ifnodonifliciliary receiver has 1% appointa with respect to the foreign health organizati_o_n under the rehabilitati—o—n 
mTliquidationsTmute appliucaglue in the state of domicile of the_foreign 
organization, the commissioner may make application t_o Ere district court permitted 
under chapter 60B withfrespect t_o the liquidation g property o_f foreign health 
organizations found state, an_d % occurrence of t_h_e mandatory control level 
event shall be considered adequate grounds for the application. 

Sec. 11. [60A.591] IMMUNITY. ‘ 

There is no liability on the part of, and no cause of action arises against, the 
commissioner Q: th_e department o_r employees Q‘ agents Q fly action taken by 
them E performance of their powers Ed duties under sections 60A.50 t_o 6OA.592. 

Sec. 12. [60A.592] NOTICES. 

fl notices by the commissioner t_o a health organization E miy result 
regulatoly action—u-nde? sections 60A.50 to_ 6OA.592 are effective upon dispatch 
transmitted by registered or certified mail, at th_e castgf any other transmission £2 
effective up; tlg health organizations reaipt Q nEe._ —Z 
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ARTICLE 2 

MINIIVIUM STANDARD OF VALUATION FOR 
"M HEALTH INSURANCE 

Section 1. ,[60A.76] PURPOSE AND SCOPE. 
Sections 60A.76 to 6OA.768 apply t_o all individual fl group accident gig health 

insurance coverages a_s defined in section 60A.06, subdivision paragraph (5)(a), 
including single premium credit_disability insurance. Other credit insurance no_t 
subject to sections 60A.76 t_o 60A.768. 

When an insurer determines E adequacy if its health insurance reserves 
requires rests?/es in excess of the minimum standards specifiecrin sections 60A.76 to 
60A.768, the increased resc;v§must be held and must be considered the minimum 
reserves _f9_Ffl1_2\_t insurer. 

_~ ~ #_ —— -— - 
With respect to any block of contracts, or with respect to an insurer’s health 

businessas‘ a who1_e, Efirfitfie gross p1'ernium7aluation E the ultimate test of 
reserve adequacy as _of a- given valuation date. The prospe_cti—\/E gross prtfium 
valuation must tal<e~i_nt__o a‘c(§)'ur_1—t—, for contracfs?1 Eme, in a claimsfius, or in a 
continuation offiiefits status onfiie valuation— date, the_p_resent value as of the 
valuation date of: all expected benefits unpaid, all expected expenses unpaid, and all’ 
unearned o_r expected premiums, adjusted fg fTu—ture premium increases reasaiably 
expected to be put into effect. 

The prospective gross premium valuation must be performed whenever a 
significant doubt a_s to reserve adequacy with resfict to any major block of 
contracts, or-wiih respect tdthe insurer’s liealth-business asa vm>le?In‘tlie—e7/em 
inadequacy_isE1d to existfrrfiediate loss recognition musI3e_made andTheH=,serves 
restored to adequacy? Adequate reserveginclusive of claim,~premiunT,‘a—n—cI contract 
reserves,_i~f any, must be held with respect to all contracts, regardless_of whether 
contract resefls are refiired Q such contrac_ts Eider sections 60A.76 t_o_60A.768. 

Whenever minimum reserves, g defined sections 60A.76 t_o 60A.768, exceed 
reserve requirements as determined by a prospective gross premium valuation, such 
minimum reserves remain the minimum requirement under sections 60A.76 t_o 

60A.768.
_ 

Sec. 2. [60A.761] GLOSSARY OF TECHNICAL TERMS USED. 
Subdivision 1. SCOPE. As used in sections 60A.76 t_o 60A.768, fire terms 

subdivisions g to have me Keaning given them. 
Subd. ANNUAL CLAIIVI COST. “Annual claim cost” means th_e n_et annual 

cost pg p_f benefit before tl_1_e addition ti” expenses, including claim settlement 
expenses, mid a margin fg profit or contingencies. I32 example, E annual claim §gs_t Q 2_1 $100 monthly disability benefit, E a maximum disability benefit period of one 

New language is indicated by underline, deletions by strikeeut:

Copyright © 2004 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA for 2004 1274 Ch. 285, Art. 2 

year, with Q elimination period o_f E week, with respect t_o a male at E E a 
certain occupation might b_e $12, while the gross premium Q benefit might be 
$18. E additional E would cover expenses and profit-o_‘r contingencies. 

Subd. CLAl1VIS ACCRUED. “Claims accrued” means that portion of claims 
incurred on or plior to the valuation date which result in liabilityfithe insurer for the 
paymentblbelvitsiofinedical servEs which have been rendered-on or befogE 
valuationdate, and fofihe payment of benefits fo$yE$f_hospitalizaE)n_and days-Ff 
disability Elmngoalrred on o17)rior to th§2fia_ti_or-l date, which themuyhg 
n_ot paid as 9; th_e valuation .datE,‘@ E wEicIi_t i_s liable, aid w_il_l haVe"gc_> pay aféi 
tll_e valuation date- This liability sometimes referred t_o a_s a, liability fir “accrued” 
benefits. A claim reserve, which represents E estimate pf accrued claim liability, 
must I3 established. 

- Subd. 4. CLAIMS REPORTED. “Claims reported” means when an insurer has 
been—irifo_nn—_ed that a claim has been incurred, if the date reported is on_5r beforefie 
Eation date,W:_cljaTrTis‘c(Edered as a_re;TorHclaim for"a—nnu_a—l statemelfi 
EIEEEE 

"— C _ _ " _ 
Subd. 5. CLAHVIS UNACCRUED. “Claims unaccrued” means that portion of 

claimfiurred on _or before the valuation date which result in liabilityfithe insurer 
for the payment_(_)f—benefits E medical se:r\/ices expected 6 be rendeaadfl after the 
V7alu?ion date, andfor benefianxpected to be payable for days Sfhospitalizatfi aT 
days of dis.aTlit—y—o~c—c-u-liing after the valuafiondate. ThisTiabTtyE sometimes referg 
§_§_a—liability for unaccrued.b'eh—e_fits. A c1ailr—l?§se?:, which rfiiresents an estimate 
of the unaccrued claim payments expected t_o lg made (which may g may n_ot b_e 
discounted with interest) must lg established. 

Subd. CLAHVIS UNREPORTED. “Claims unreported” means when Q 
insurer lgs _n_ot been informed, Q Q‘ before th_e valuation date, concerning a claimE 
has been incurred on or prior to the valuation date, the claim is considered as an 
unreported ‘claim E annual statement. purposes. 

Subd. 7. DATE OF DISABLEMEN-T. “Date of disablement” means the earliest 
date the insfied is considered as being disabled unda the definition of disab_iHty in the 
E;r—act, based;o_n a doctor’{evaluation or other evicl—ence. Normally this date_v7ill 
coincide th__e—@ o_f E eliminationperiod. H __ —_ ‘- 

'Subd. ELINIINATION PERIOD. “Elimination period” means 2_1 specified 
number pf days, weeks, or months starting a_t t_l§ beginning of each period o_f loss, 
during which Q benefits are payable. 

Subd. GROSS PREMIUM. “Gross premium” meansfi amount o_f premium 
charged b_y fire insurer. E includes th_e ne_t premium (based on claim-cost) -Ear Ere lisk, 
together with E loading Q expenses, profit, g contingencies. 

Subd. GROUP INSURANCE. “Group insurance” means the term group 
insurance includes blanket insurance and franchise insurance E fly other forms o_f 
group insurance. - 

New language is indicated by underline, deletions by

Copyright © 2004 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



1275 LAWS of MINNESOTA for 2004 Ch. 285, Art. 2 

Subd. 11. LEVEL PREMIUM. “Level premium” means a premium calculated to 
remain-uKchanged throughout either the lifetime of the policy, or for some shorfi 
projected period of years. The premium need not I)? gua1‘ante”ehd;—i—nb-v7lii~cl1 case, 
although it is calctfated tg reIn—ain level, lira}/‘b_:<:_chaEged if any o_f fie ”" 

Generally, the annual claim costs are expected t_o increase E E and E 
insurer, instead ;f-charging premiums t_l_1a_t correspondingly increase eg:_l_1 year, cTarges 
a premium calculated to remain level for a period Q years or for th_e lifetime 9f the 
contract. In this case, the benefit poitiorfiif the premium is m_o1‘_e th—an needed to provide 
for the cost ofbe1?itsTh1ring the earlier §F=,a?.T of the policy and l—w_s_than the actual cost 
Htfi:-lat§ "fears. E bui1ding—9f a_ prospectiW=.c—ontract rc?er\7t=,—i_sE—ffaHrz1_1E1_Jlt_o__f 
level premiums. 

Subd. 12. LONG-TERM CARE INSURANCE. “Long—term care insurance” 
meansagialified long—term care insurance policy or rider as definedinbsegtioii 62S.01, 
subdivision 18, and 3 nonquglified long-term insfiiiir-t:7e_pollicy or as defined 
section 62A:Z3,—sW3division 

— '_ _—__— 

Subd. MODAL PREMIUM. “Modal premium” refers t_o th_e premium paid 
on a contract based on a premium "term which could be annual, semiannual, quarterfi 
monthly, or weelcly._Thus if the zfial premium {($100 and if, instead, monthly 
premiumshéf SQ a_re paid EEEQZKE modal premium 

ug‘ —~ 

Subd. NEGATIVE RESERVE. “Negative reserve” means normally the 
terminal reserve a positive value. However, tlf values of the benefits E 
decreasing with advancing age or duration it could be a negatii/e—v—alue, called; 
negative resTv_e. 

I“ ~— _ — _ 
»

_ 

Subd. 15. PRELIIVIINARY TERM RESERVE METHOD. “Preliminary term 
reserve metfidd” means that under this method of valuation the valuation net premm 
gar each year falling with? the prcE1inary term period is fictly sufficicmt to cover 
gig expected incurred claims? that year, SOW the terrrfinal reserves will bewzero at 
me end of the year. As of tlie e_nd of the_prtTnEary term‘ period, aEw—coEt_ant 
va1uation”@17e‘rr1_h1rn—(_<)E s_t1T.am_of-clfiging valuatiorfifemiums) l3eEr_nes appli- 
cable such that the present value ofjall such premiums is equal to the present value of 
all claimsegfizcfid to be in_c—1f‘ecTfo—l.loTNi—rIg the g1_d_‘ gf—t_he preliminary term period.- 

Subd. PRESENT VALUE OF AMOUNTS NOT YET DUE ON CLAIMS. 
“Present value o_f amounts n_ot y_et die Q claims” means fire reserve fg “claims 
unaccrued” which may be discounted at interest. 

Subd. RATING BLOCK. “Rating block” means a grouping of contracts 
determined by the valuation actuary based 93 common characteristics, such E a policy 
form o_r forms having similar benefit designs. I 

Subd. RESERVE. “Reserve” includes all items o_f benefit liability, whether 
th_e nature of incurred claim liability E th_e nature of contract liability relating t_o 
future periods o_f coverage, gig whether th_e liability accrued or unaccrued. 
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An insurer under its contracts promises benefits, which result in: 
(a) claims which have been incurred, that is, for which the insurer has become 

oblignagd to make pafirg Q prior kt;-E; xmuation «He. On these claims, 
payments t_o be made_after‘—tl§-valuationdate for Ecrdieduanudhriaccrued 
benefits are liabilities offiiefirfirer-v—vl1i’<:h‘should be fidafor by est2$l—ishing claim 
reserves;_o_r 

_— 
’ 

r 

_ —_ 
gal claims which g expected t3 E incurred after th_e valuation date. Any present 

liability o_f 
' 

t_lE insurer fig these future claims should lg provided fo_r Q E 
establishment o_f contract reserves Ed unearned premium‘reservesE' 

Subd. 19. TERMINAL RESERVE. “Terminal reserve” means the reserve at the 
end of a contract year, and is defined as the present value of benefitsfiexpected TEE 
%1rEd after thafi:_o-ntra‘ct* year minu_s We present valut: of future valuation—nE 
premiums...‘-‘ : j ' ’- _ 

'
- 

Subd. 20. UNEARNED PREMIUM RESERVE. “Uneamed premium reserve” 
meanfilrat Ifition of the premium paid or due to the insurer which is applicable to the 
period o_f-coverage Ertjding beyorfi_tT1t=7/zfiiittfirfiate. Thus if an Qinual pre1niu—rnfi 
$120 was paid-on November 1, $20—vVould be earned as of— l)_ecembe1' 31 and th_e 
remaimné Sl60Vou1d be uneai-*r1—eIThe unearned premium reserve could bani: E as in this exgrple, or on amluation net premium lLsi§ — — _ 

Subd. 21. VALUATION NET MODAL PREMIUM. “Valuation net modal 
premium” rfans the modal fraction of th_e valuation net annual premjim that 
corresponds to the g—1'oss modal premium—in effect on any -c-dntract to which cont% 
reserves apply Thus if the mode of paymgnt in eff€ct—is_quarterly,fire valuation net 
modal premium tl§_qu—a1terly eq_uivalent pf t_:1e valuation n_et anntfi premium. 

—— 

Sec. 3, [60A.762] CATEGORIES OF RESERVES. 
The following sections s_e_t forth minimum standards E“ three categories g health 

insurance reserves: ' ‘ ' 

(3 section 6OA.763, claim reserves; 
(_2_) section 60A.764, premiurjr reserves; and 

Q section 60A.765, contract reserves. ‘ 

Adequacyof an insurer’s health insurance reserves t_o E determined on the 
basis of all thr—ee_categories combined. However, "sections 

_ 60A.76 _to 6OX'I6—8 
gnfiragzeg-t—l1_e importance of determining appropriate reserves for each 3 the three 
categories separately. 

_ — F" M — ?_ 
Sec. 4. [60A.763] CLAIM RESERVES. 
Subdivision GENERALLY. Q Claim reserves fie required._f9r ah incurred 

unpaid claims Q all health insurance policies. ' 

Q Appropriate claim expense reserves E required with respect t_o fie estimated 
expense of settlement o_f a_ll incurred but unpaid claims. - 
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(c) Claim reserves for prior valuation years -’ar_e t_o 15 tested E adequacy an_d 
reasonableness along E12 lines _of claim runoff schedules accordance with tfi 
statutory financial statement including consideration of any residual unpaid‘ liability. 

Subd. MINIMUM STANDARDS FOR CLAIM RESERVES FOR DIS- 
ABILITY INCOME. Q Ih_e maximum interest % for claim reserves specified 
section 6OA.768. 

(b) Minimum standards with respect gr morbidity are those specified section 
6OA.768, except £135 at E12 option o_f th_e insurer: i 

(L) fo_1' claims with 5 duration from date 9_f disablement o_f than twp years, 
reserves may be based Q th_e insurer’s experience, such experience considered 
credible, <_)_r 

upon other assumptionsidesigned tg place 2_1 sound value Q tli_e liabilities; 
and 

(2) for group disability income claims with a duration from date of disablement 
of rndre tEnWyears but IE than five yearsjeserves may, w_nhTlIe approval of the 
c‘5rEni_ssi_m1_e1TK3Eis—ec§n themslirefirisiexpe-nence forWch thce—irisurer maiinafi 
underwriting arfi 613$ a$ni_n-istration control. The refiuest for Tproval of a plan of 
modification Emi reserve basis Inuit include: 

—‘ — E _ _- _ 
(i) an analysis of the credibility of the experience; 

I 

(ii) a_ description of how all of the insurer’s experience is proposed t_o b_e used in 
setting reserves; 

_a 
description @ quantification of th_e margins to b_e included; 

_(_i_v_)_ a summaiy 9f the financial impact gatgie proposed plan pf modification 
would have had on the insurer’s last filed annual statement; 

(3) at copy o_f the approval cf the proposed plan _o_f modification by E 
commissioner o_f tlg state o_f domicile; gel @ E other information deemed necessary lg th_e commissioner. 

(_c) E contracts with a_n elimination period, the duration pf disablement must b_e 
measured § dating from me time t_lia_t benefits would have begun t_o accrue 1_1a_d there 
been E elimination period. 

Subd. MINIMUM STANDARDS FOR CLAIM RESERVES FOR ALL 
OTHER BENEFITS. Q "E maximum interest rag f_or claim reserves specified 
section 6OA.768. 

(b) TE reserve must be based on the insurer’s experience, if the expelience is 
consifired credible, designed to place a_stFnd value on the 
liabilities. 

_ ' " ““ 
Subd. CLAIM RESERVE METHODS GENERALLY. A generally accepted 

actuafiareseiving method or other reasonable method if the method is approved by the 
commissioner before the statement date, or a combination" of methods as describe-d’-E 
:13 section, _n_igz b_eT;1 :3 estirfi all_claim liabilitie_s. '£l_l_C_ methods Egg Q 
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estimating liabilities generally may be aggregate methods, Q various reserve items 
may be separately valued. Apprcfiizfions» based on groupings and averages may also 
fiiifiloyed. Adequacy of the claim reserves, h-Evever, must—-be determincfiifi 
£g?e“gTe7* _'_ ” "' — __ 

Sec. 5. [60A.764] PREMIUM RESERVES. 
Subdivision GENERALLY. (_a)_ Unearned. premium reserves E required {or 

a_ll contracts with respect t_o E period o_f coverage £91: which premiums, other than 
premiums paid in advance, have been paid beyond the date of valuation. 

(b) If premiums due and unpaid are canied as an asset, the premiums must be 
treated_§_premiums i_nT)rce_—,subject tohhiearned phemium reser_ve determination. TE 
value‘ of unpaid commissions, premium taxes‘; and the cost of collection associa_te_d: @ Lie E unpaid premiums must bf ca1’1ied—a_s__a;)fI§ati@ liability. ‘=

. 

(c) The gross premiums paid in advance for a period of coverage beginning after 
the neftflmium due date 'whEh ibllows the7i_ate of valuation may be appropfifi a;caI1HteHtana“vzr:am.omn%ba§7eit“he@e3)a?e.uaz;irm:am 
addition to TLe—11nearned pr€:Ti1Hresewe_w11ich would otherwise be required_as7 
minimum? —7 — # 

’Subd. 2. MINIMUM STANDARDS FOR UNEARNED PREMIUM RE- 
SER\7EST(a7 The minimum uneamed premium reserve with respect to a contract is the 
pro rata uigahh:-d modal premium that applies to thefizmium period beyondfl E th_e premium deterrnined gr _t:_e—b;isis gf_: 

‘ T“ 

Q the valuation ne_t modal premium Q} Q contract reserve basis applying t_o th_e 
contract; g = ' 

Q tlg gross modal premium Q E contract E contract reserve applies. 
(b) However, in no event may the sum of the unearned premium and contract 

reserigs for all contrac_tso1% ifiefiufitfi Ehtract reserve requirerfits be less 
than the Es? modal unearnapremium reserve_on all such contracts, as of the cfiteiof 
valliationv. The reserve must never be less thari—the—c:)?cted claims_fo_r ElE'p”e?i6E 
beyond themuation date represented~bfie—1inea1_*r1-ed premium reserve:,—tofie extent E provi-d‘ed E elsew-l1je—re. — .— ' ‘ f _— ' 

Subd. 3. PREMIUM RESERVE METHODS GENERALLY, Tlfhe insurer may 
employ suitfiale approximations % estimates, including, but not limitecfio, groupihg 
averages, and aggregate estimation, in computing premiumreserves. Approximations‘ 
or estimatgshould be tested periodi—cally to determine the continuing ‘adequaciyiand 
Eliability. 

— 
. 

— 
. 

“ — 
Sec. 6. [60A.765] CONTRACT RESERVES REQUIRED. 
Q2 Contract reserves Lag required, unless otherwise specified paragraph Q f_o£ 
(_l_) ah individual a_ng group contracts with which level premiums are used; E 

all individual and group contracts with respect to which, due to the: gross 
premium—p-ricing structug-at issue, me value o_f fire future Benefits at any time exceeds 
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the value of any appropriate future valuation net premiums at that time. This evaluation 
fly be appfid on a rating block basis if—the total premiums for §1_e_l)1ock were Eloped to suppo_rt_the total risk assumed-arfiefiected expense@ tlgfbdk gag 
year, and aqualified aciu-ary-<.:er_tifi‘es the pr'ernium development. The actuary must gzfi 
in the_cerTification that premiums fflfie rating block were d6V?)pBd E eac_h 
y7eaTs premium was-intended t3 cover th_at year’s costs without an_y_ prefunding. I_f the 
premium is also intended to recover costs for any prior years, the actuary fit alg 
disclose the Trrzwons for and magnitude of tlnagovery. Tl1.e~yaTL§=.s specified 
clause mus_tbe_ deterrrfnefin the basis slgcfed section_6T)A.766, subdivisions 1 t_o 
4. 

(b) Contracts E requiring at contract -reserve are: 
Q contracts jig cannot be continued‘ after E year from issue; gr 
Q contracts already force E th_e effective _da_1t_e 9_f sections 60A.76 t_o 60A.768 E which no contract reserve was required under th_e immediately preceding standards. 
(c) The contract reserve is in addition to claim reserves and premium reserves. 

(d) The methods and procedures for contract reserves must be consistent 
those_-forrclaim reserves for a contract,—or else appropriate adjustment must be made 
when Ecessary to assurfirovision forTh<=7ggregate liability. The definitiongf the 
date of incurral ifist be the same imb_c3th—deter‘minations. 

—* — 
Sec. 7. [60A.766] MINIMUM STANDARDS FOR CONTRACT RESERVES. 
Subdivision BASIS. Q Minimum standards respect to morbidity are those 

set forth in section 6OA.768. Valuation net premiums used undeT each contract must 
Eve 3. structure consistent with the grossT>remium strufie at issumthe contrafi 
tldfrelates to advancing aggtq” in-squred, contract duration, an—d period_f5r_ which gross 
1Emmira_veu3“e_e—nzaitm.a1. 

"‘* '“ 
— r 

Contracts for which tabular morbidity standards are not specified in section 
60A.768 must be-‘valued using tables established for 1‘eseTve—1)T1rposes by awqualified 
actuary and acceptable to the Commissioner. The_ morbidity tables must‘-contain a 
pattern of—incurred claims-cost‘ that reflects the &er1ying morbidity and must not be 
construc—ted fin tfi primaryfiirpdse 9_f minTizing reserves. 

— —_ 
(b) The maximum interest rate is specified in section 6OA.768. 

a mortality table as specified section 60A.768 except g noted clauses g1_) t_o 

(1) under contracts for which premium rates ar_e not guaranteed, and where the 
effects_of insurer underwr?ng are specifica1ly—rTse-d by 17>-licy duration in_the valuatfih 
morbidity standard pr {Q retu—rn of premium~oToEer deferred cash_be—r1e:fits, total 
termination rates may be used at_ages and du?ations where these-Etceed spec% 
mortality t_abE17ates, bgt no;—i_§ e§cces_s_9_i’—E 93 

(i_) Q percent o_f E total termination 51$ used me calculation 9_f E gross 
premiums; gr

V 
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gig eight percent; 
I Q E long-term Ere individual policies Q group certificates issued after January 

L 1997, th_e contract reserve may be established Q :1 basis o_f separate: 
Q mortality as specified section 6OA.768; £12 
gii_) terminations other than mortality, where tlg terminations are n_ot t__o exceed: 

5 E policy years oie through four, th_e lesser g Q percent o_f th_e voluntary 
lapse «E used tl'r_e calculation o_f gross premiums @ eight percent; 

B. for policy years five and later, the lesser of 100 percent of the voluntary lapse 

Q where a morbidity standard specified section 6OA.768 E Er aggregate 
basis, the morbidity standard may E adjusted t_o reflect th_e effect o_f insurer 
underwriting policy duration. E adjustments must lg appropriate t_o th_e under- 
writing g be acceptable t_o th_e commissioner. 

Subd. 2. RESERVE METHOD. (a) For insurance, except long-term care and 
return of pre_mium or other deferred caslfiaeifefits, the minimum reserve is the-rfesefl 
calculated on the two-year full prelfiiary termmethod; that is, underwhich the 
terminal res_<arve—i_s @ a_t @- Ed a1_s2 tl1_e——second Contact zmniversary.

- 
(b) For long—term care insurance, the minimum reserve is the reserve calculated 

as follows: 

(_1_2 for individual policies arid group certificates issued E o_r before December 3_l, 
1991, reserves calculated Q E two-year E preliminary term methods; 7 

Q2 3)}; individual policies E group certificates issued E g after January 
1992, reserves calculated E th_e one-year E preliminary term method. 

' Q E return _o_f premium gr other deferred cash benefits, th_e minimum reserve 
is the reserve calculated as follows: 

Qg E one-year preliminary term method th_e benefits are provided E afl 
time before the 20th anniversary; 

(2) on the two-year preliminary term method th_e benefits 
lg 

only providedQ 
or after the 20th anniversary. 

The preliminary term method may be applied only in relation to the date of issue 
of a Tmiuact. Reserxfiijustrnentsgiritgduced later, 2E a result7o-@t?h1c—r‘eases, 
Evfsions in assumptions, for example projected inflation_rates, or forbthaeasons, are 
t_0 IE appfied immediatel)—I_a—s ff fire effective date Q adoption—9f-E adjustedM 

Subd. NEGATIVE RESERVES. Negative reserves pp a_n_y benefit E Q 
offset against positive reserves for other benefits in the same contract, but the total 
contract reserve with respect tog benefits combined may not E les_s than zero. 

Subd. NONFORFEITURE BENEFITS FOR LONG-TERM CARE IN- 
SURANCE. ‘Elle contract reserve 913 a policy basis must E IE leg E th_e n_et single 
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premium for the nonforfeiture benefits at the appropriate policy duration, where the net 
single prefiifi is computed according_t(Tt_he specifications in this section. While‘ H16 
consideration for_nonforfeiture benefitspirifit-his section is specifi: to long-term c§e 
insurance, simiTr consideration may be :£>pT:ab1e for ofirer lines ofbusiness. 

—— 
Subd. 5. ALTERNATIVE VALUATION METHODS AND ASSUMPTIONS 

GENERALIJY. Provided me contract reserve E a_1l contracts t_o which E alternative 
method or is applied not less the aggregate than the amount determined 
acco1'dingto the applicable staricl-ardfipecified E section,a_n_insurer may use any 
reasonable?sEmptions as t_o interest rates, termination and mortality rates:a_11_d 165; 
of morbidity or other contingency. Also, subject to the preceding condition, the infig 
may employ methods E than me methods satay section in deteT1ining a 
somid value of its liabilitiesu—nde1‘ such contracts, including, but gt? limited to, the 
following: the_n§level premium metTEl; the one—year full prefiiinary term method; 
prospectivevaluation Q tl_1_e basis of actual_g-Foss p1‘emiuiiiswith reasonalfeallowance 
for future expenses; E E pf appibximations gch as tlios§volving age groupings, Em o_f several years of issue, average amounts o_f indemnity, arid_grouping of 
similar contract forms‘; me computation of the reserve for one contract benefit as_a 
percentage o_f, _o_r b_y other relation t_o, theaggfiegate contrfitaerves exclusive ofihe 
benefit or benefits so valued; and the use of a composite annual claim cost for $113 
E/_ corrfiination of_tl1_e benefimnaficied th_e contracts valued“: 

1 — H“ —_ 
Subd. 6. TEST FOR ADEQUACY AND REASONABLENESS OF CON- 

TRACT RESERVES. Annually, an’ appropriate review must be made of the insurer’s 
prospective contract liabilities on contracts valued b_y tabular regerves, to_d%rmine the 
continuing adequacy a_nd reasonableness of the tabular reserves giving §)nsideration—to 
future gross premiums. '_I‘_h_e insurer shalldiiafi appropriate increments to such tabulfi 
reserves such tesg indicate that thejbasis pf such reserves is no longffadequateg 
subject, hov_t%1', tg th_e mi1iimu—msIaiidi1rds of section 6OA.76_6:§bdivisions I Q 

In the event a company has a contract or a group of related similar contracts for 
which_fH1re gros_s preiniiimsfiwill be restriaed by contract, department rule, or Q 
other 1'easons,_s_uT_h gal E futme-gfoss preiniumsreduced by expenses ffiirfing 
tr_vsttT)n, commissions, _ar_id ties be insufficient to cover fufire claims, E company 
shall establish contract reserves for such shortfalli__n die aggregate. 

Sec. 8. [60A.767] REINSURANCE. 
Increases to E credits against reserves carried, arising because 9_f reinsurance 

assumed or reinsurance ceded, must be determined in a manner consistent with 
sections 6TIA.76 t_o 60A.768 fl with__a_l_l applicable provisions of die reinsurance 
contracts which affect tlfi insurer’s liabilities. 

Sec. 9. [60A.768] SPECIFIC STANDARDS FOR MORBIDITY, INTEREST, 
AND MORTALITY. ‘ 

Subdivision MORBIDITY. Minimum morbidity standards fo_r valuation pf 
specified individual contract health insurance benefits 313 as follows: 

(1) Disability Income Benefits Due to Accident or Sickness. 
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g_)_ Contract Reserves: 

Contracts issued on or after January 1, 2004: E 1985 Commissioners Individual Disability Tables A (85ClDA); or ’ 

E 1985 Commissioners Individual Disability Tables l3_ (SSCIDB). 
Each insurer shall elect, with respect to all individual contracts issued in any one 

statement year, whether E Tables 1_fg_r—Tables E § me minimum standard. The 
insurer may, however, elect t_o_ E gig other tables with respect t_o E subsequent 
statement year.

i 

Q Claim Reserves: 
(i) For claims. incurred? on or after January 1, 2004: ‘

. E 1985 Commissioners Individual Disability Table A (85ClDA) with claim 
termination rates multiplied b_y the following adjustment factors: 

Adjusted 
Duration Adjustment Termination 

Factor Rates’-‘
A 

Week 1 0.366 0.04831 
5 O—.§56 0.04172 
6 6.666 0.04063 
4 6366 0.04355 
3 0g 0.04088 
6 0.365 0.04271 
7 E 0.04380 
.6 E 004344 
_9 0.370 0.04292 
16 T76 0.04107 
if @ 0.03848 

E @ 0.03478 
1_3 0L0 0.03034 

Month 4 0.391 0.08758 
3 6% 0.07346 
6 @ 0.07531 
7 E 0.07245 
6 @ 0.06655 
6 am‘ ‘ 

0.05520 
16 % 0.04705 H 6762 0.04486 E 67% 0.04309 
T5 W6 0.04080 E 66:? 0.03882 
TE @ 0.03730 
E @ 0.03448 
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17 0._97g 
— 0.03026 E 1.020 0.02356 

T9‘ 170716 0.02518 E @ 0.02264 
'21‘ E 0.02104 Z l._1_§_6_ 0.01932 
53? 1.165 0.01865 
Q‘ E 001792 

Year 3 1.369 0.16839
' —‘ 

Z T704 0.10114 
3 E 0.07434 
6 and later 1.000 ** 

* The adjusted t&‘EaTion7 _r_a_tes de1‘ived-.f_1‘_c_>-‘In fie application o_fthe adjustment 
factors to the DTS Valuation Table termination rates shown in exhibits & 3b, 3c, 4, 
and 5 (Trz1’r—1sa_<E>-1-is of the Sqcietyof ActuariesTSA) XX}?VII,vpages 45fil67) E 
displayed. The adjusgnerf factors for age, elimination period, class, sex, and causz 
displayed in-Echibits 3a, 3b, 3c, and—4—s-hduld be applied to theT_i11st:<eTdt<:rFination 

** Applicable DTS Valuation Table duration rate from exhibits SE TSA 
XXXVII, pages 462-463). 

p 

_ 
b

V 

TE 85CIDA table so adjusted Q the computation o_f claim reserves shall IE 
known as 85CIDC (The 1985 Commissioners Individual Disability Table 

Q Hospital Benefits, Surgical Benefits, an_d Matemity Benefits (Scheduled 
benefits o_r fixed ti_1r1e period benefits only). . 

(_aQ Contract Reserves. 

Contracts issued on or after January 1,1982: E 1974 Medical Expense Tables, Table A_, Transactions 9: E Society o_f 
Actuaries, Volume XXX, page 63. Refer t_o E paper (in the same volume,'page 9) to 
which this table is appended, iiicluding its discussionsjfofinethods of adjustment for 
benefits not directly valued in Table _[§—‘rDevelo_pment o_—ftl_1§ 1974 Medical Exper1s—e 
Benefits,” Houghton @ WoTf. 

(_b_) Claim Reserves: 

No specific standard. see (6). 
Q Cancer Expense Benefits (Scheduled benefits E fixed time period benefits 

only). 

Q Contract Reserves: 
Contracts issued on Q after January L 2004: 
The 1985 NAIC Cancer Claim Cost Tables. 
Q ClaimvReserves: 
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IE9 specific standard. §_e§ 

(4_) Accidental Death Benefits:
‘ 

§a_) Contract Reserves: 

Contracts issued on or after January 1, 2004: E 1959 Accidental Death Benefits Table. 
(_b_) Claim Res.erves: 

Actual amount incurred. 

9 Single Premium Credit Disability. 
Q Contract Reserves: J 

Q 125 contracts issued E g after January 11 2004: .

i 

V Eor p1'an_s'h-aving lei tlfl a 30-day elimination period, g1_e‘l985' Commis—_ 
sioners Individual Disability Table A (85CIDA) with claim incidence rates increased 
by 12 percent.‘ 

‘ ' 

i i ' 

(ii)(H) For plans having a 30-day and greater elimination period, th_e 85CIDA for 
g 144day elimination period with the adjustment item : - 

Q Claim Reserves: 
- 

Claim reserves ge to be determined § provided section 60A.(763. 

(6_) Other Individual Contract Benefits. 

(_a2 Contract Reserves: 

F_or al_1 other individual contract benefits, morbidity assumptions~a_i‘e t_o b_e 
determined g provided section 60A.765. 

3) Claim Reserves: E ‘benefits other t11_an disability, claim reserves a_re to E determined § 
provided section'60A.763. — 

' 

»

i 

3: Minimum morbidity standards _fg valuation o_f specified group‘ contract health 
insurance benefits are as follows: 

92 Contract Reserves: 
Contracts issued on or after January 1, 2004: E 1987 Commissioners Group Disability Income Table (87CGDT). 
Q Claim Reserves: 
For claims incurred on or after January 1, 2004: 

T_he_ 1987 Commissioners Group Disability Income Table (87CGDT); 

New ‘language is indicated by underline, deletions by S"&‘1k66B‘E

Copyright © 2004 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



1285 LAWS of MINNESOTA for 2004 Ch. 285, Art. 2 

Q.) Single Premium Credit Disability 

Q Contract Reserves: 
(i) For contracts issued on or after January 1, 2004: 

g_) Er plans having lei a 30-day elimination period, .th_e 1985 Commis- 
sioners Individual Disability Table A (85CIDA) claim incidence rates increased 
b_y E percent. 

(ii)(II) E plans having a 30-day E greater elimination period, E 85CIDA fg 
a 14—day elimination period with the adjustment in item (I). . 

Q2 Claim Reserves: 
Claim reserves E to be determined a_s provided section 60A.763. 

Q Other Group Contract Benefits. 
Q2 Contract Reserves: _ E a_1l other group contract benefits, A-morbidity assumptions are t_o E determined 

as provided in section 60A.765. 

Q Claim Reserves: 
Eur a_11 benefits other disability, claim reserves 

_a_r_e to E determined g 
provided section 6OA.763. ‘ 

Subd. INTEREST. A. Egr contract reserves tl;e maximum interest @ fire maximum rate permitted lg la_w E valuation Q‘ whole insurance issued Q tlg 
same date as the health insurance contract. 

E E claim reserves Q policies that require contract reserves, th_e maximum 
interest rate die maximum rate permitted b_y la_w in the valuation of whole 1_i§ 
insurance issued on the same date as the claim incurred date. 

C. For claim reserves on policies not requiring contract reserves, the maximum 
interest r—ate is the maximum—rate permitfil by law in the valuation of single premium 
immediate_arn1ui_ties issued onfia same datefi E}:lairn_incurred date,—r'e_ciuced by L00‘ ___ ~—_—___— 

- 

‘iv-———: 
§ulLd. 3. MORTALITY. A. For individual long—term care insurance policies or 

group long-—term care insurance_c?tificates issued on E a_fjt<; January 1, 2004, the 
mortality basis i—e__d_ must IE 1983 Group A_nnuity_1\7Iortality Tzifirefiifiihfl 
projection. 

B. Other mortality tables adopted by the NAIC and adopted by the commissioner 
may the calculation of the rrE1i7n_um reser—V/es if appro17ria—te— for the type of 
benefits and if approved by the—co_m_rnissioner. The request for approval?n11—sti11T{1cE 
the propc?s?clrnor'tality talfie BE: the reason thattlne standardspecified in subsection A 
Enappropriate. 

1 fig —— —_ :‘_ —__i W .——v~—_ _ 
C_. Eo_r single premium credit insurance using jg 85ClDA table, 3 separate 

mortality must be assumed. 
e

. 
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ARTICLE 3 

MISCELLANEOUS 

to read: ‘ 

I
* 

Subd. 2. LOSS RESERVE CERTIFICATION. (a) Each domestic company 
engaged in providing -the types of- coverage described in section 60A.O6, subdivision 
1, clause (1), (2), (3), (5)(b), (6), (8), (9), (10), (ll), (12), (l3),_or (14), must have its 
loss reserves certified by a qualified actuary. The company must file the certification 
with the commissioner within 30 days of completion of the certification, but not later 
than June 1. ‘The actuary providing the certification may be an employee of the 
company but the commissioner may still require an independent actuarial certification 
as described in subdivision 1. This subdivision does not apply to township mutual 
companies, or to other domestic insurers having less than $1,000,000 of premiums 
written in any year andifewer than 1,000 policyholders. The commissioner may allow 
an exception to the stand alone certification where it can be demonstrated that a 
company in a group has a pooling or 100 percent reinsurance agreement used in a 
group which substantially affects the solvency and integrity of the reserves of the 
company, orwhere it is only the parent company of a group which is licensed to do 
business in Minnesota. If these circumstances exist, the company may file a written 
request with the commissioner for an exception. Companies writing reinsurance alone 
are not exempt from this requirement. The certification must contain the following 
statement: “In my opinion, the reserves described in this certification are consistent 
with reserves computed in accordance with standards and principles established by the 
Actuarial Standards Board and; are fairly stated.” 

‘ Section 1. Minnesota Statutes 2002, section 60A.129, subdivision 2, is amended 

(b) Each foreign company engaged in providing the types of coverage described 
in section 60A.06, subdivision 1; clause (1), (2), (3),‘(5)(b‘), (6), (8), (9), (1.0), (11), 

(12), (13), or (14), required by this section to file an annual audited financial report, 
whoseitotal not earned premium for Schedule P, Part 1A to Part 1H plus Part IR, 
(Schedule P, Part 1A to Part 1Hiplus Part 1R, Column 4, currentyear premiums earned, 
from the company’s most currently filed annual statement) is equal to one-third -or 
more of the company’s total net earned premium (Underwriting and Investment 
Exhibii, Part 2, Column 4,’ total line, of the annual statement) must have a reserve 
certi_fication_ by a qualified actuary at least every three years. In the year that the 
certification is due, the "company must file the certification with the commissioner 
within 30 days of completion of the certification, but not later than June 1. The actuary 
providingthe certification must not may be an employee of the ‘company. ‘Companies 
writing reinsurance alone are not exempt from this requirement. The certification must 
contain the following statement: "‘The loss resewesiand loss expense reserves have 
been examined and found to be calculated in accordance with generally accepted 
actuarial principles and practices and are fairly stated.” - 

seefien6&%06;wbdi¥Bienl7dause(4)eré)(a%requiredbyt¥nsseefienmfilean 
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audited annual financial -PC-3196147 whose premiatns and annuity énet of 
reinsutanee) firem aeeident and health equal ene—third or more et the eernpany’s total 
premiums and annuity eensideratiens {net et reinsutaneea; as repeated in the summaey 
etepemfienamusthavefisaggregamreserveferaeeidemandhealthpeheiesand 
liabi-lityterpelieyand eentvaetelaimsteraeeidentandhealtheertitiedbyaqualified 
aetumyatka%en%evetyth¥%yea¥&$heaemmyprevidingtheeeréfieatbnmu$net 
be an employee ef the eempama Gempanies reinsurance alene are not exempt 
fiemth$requnemen&$heeeréfieatienmusteentamthe£elleMngstmemeae1The 
peliey and contract ter aeeident and health have been examined and 
teuadtebe ealeulatedinaeeerdaneeuéthgenesahyaeeeptedaetuarialprineiplesand 
practices and are faitly stated.—’i 

Sec. 2. Minnesota Statutes 2002, section 62C.09, is amended by adding a 
subdivision to read: 

'

' 

_ 
Subd. RISK-BASED CAPITAL ‘REQUIREMENT. A service fin corpora- 

ti_on. subject to regulationfg financial solvency under sections 60A.50 to 60A.592. 

Sec. 3. Minnesota Statutes 2002, section 62D.()4, subdivision 1, is amended to 
read: ~ ~ 

Subdivision 1. APPLICATION REVIEW. Upon receipt of an application for a 
certificate of authority, the commissioner of health shall determine whether the 
applicant for a certificate of authority has: « 

(a)_ demonstrated the willingness and potential ability to assure that health care 
services will be provided in such a manner as to enhance and assure both the 
availability and accessibility of adequate personnel and facilities; 

(b) arrangements for an ongoing evaluation of the quality of health care; 

(c) a procedure to develop, compile, evaluate, and report statistics relating to the 
cost of its operations‘, the pattern of utilization of its services, the quality, availability 
and accessibility of its services, and such other matters as may be reasonably required 
by regulation of the commissioner of health; 

((1) reasonable provisions for emergency and out of area health care services; 

(e) demonstrated that it is financially responsible and may reasonably be expected 
to meet its obligations to enrollees and prospective enrollees. In making this 
determination, the commissioner of health shall require the ameunts amount of initial 
net worth and working required in section 62D.042, compliance with the 
risk—based capital standards under sections 60A.50 to 60A.592, the deposit re{1ui_red—in 
section 62D.041, and in addition shall consider:

a 
(1) the financial soundness of its arrangements for health care services and the 

proposed schedule of charges used in connection therewith; 

(2) arrangements which will guarantee for a reasonable period of time the 
continued availability or payment of the cost of health care services in the event of 
discontinuance of the health maintenance organization; and 
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(3) agreements with providers for the provision of health care -services; 

(f) demonstrated that it will assume full financial risk on a prospective basis for 
the provision of comprehensive health maintenance services, including hospital care; 
provided, however, that the requirement in this paragraph shall not ‘prohibit the 
following: ‘ 

‘ 
‘ 

'

’ 

(1). a health maintenance organization from obtaining insurance or making other 
arrangements (i) for the cost of providing to any enrollee comprehensive health 
maintenance services, the aggregate value of which exceeds $5,000 in any year, (ii) for 
the cost of providing comprehensive ‘health care services to its members on a 
nonelective emergency basis, or while they are outside. the area served by the 
organization, or (iii) for not more than 95 percent of the amount by which the health 
maintenance organization’s costslfor any of its fiscal years exceed"lO5 percent of its 
income for such fiscal years; and 

(2). a health maintenance organization from having a provision in a group health 
maintenance contract allowing an adjustment of premiums paid based upon the actual 
health services utilization of the enrollees covered under the contract, except that at no 
time during the life of the contract shall the contract holder fully self-insure the 
financial risk of health care services _ 

delivered under the contract. Risk sharing 
arrangements shall be subject to the requirements of sections 62D.O_1 to 62D.30; 

(g) demonstrated that it has made provisions for and adopted a conflict of interest 
policy applicable to all members of the board of directors and the principal officers of 
the health maintenance organization. The conflictof interest policy shall include the 
procedures described in section 3l7A.255,. subdivisions 1 and However, the 
commissioner is not precluded from finding‘ that a particular transaction is an 
unreasonable expense as described in section 62D,19 even if the directors follow the 
required procedures; and 

(h) otherwise met the requirements’ of sections 62D.Ol to 62D.30. ~ 

‘Sec. 4. Minnesota Statutes 2002, section 62D.041, subdivision, 2, is amended to 
read:

' 

Subd. 2. REQUIRED DEPOSIT. Each health maintenance organization shall 
deposit with any organization or trustee acceptable to the commissioner through which 
a custodial or controlled account is utilized, bankable funds in the amount required in 
this section. The commissioner may allow a health maintenance organization’s deposit 
requirement to be funded by a guasanteeing an organization; as defined in section 
62137943 approved t_h_e commissioner. 

— 
. 

~
. 

Sec. 5; Minnesota Statutes 2002, section 62D.O42, subdivision 1, is amended to 
read: - 

Subdivision 1. DEFINITION. (a) For purposes of this section; 
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éb9Ferthisseetien;—we“ 

Ge) For purposes of this section, if a health maintenance organization offers 
supplemental benefits as described in section 62D.05, subdivision 6, “expenses” does 
not include any expenses attributable to the supplemental benefit. v 

Sec. 6: Minnesota Statutes 2002, section 62D.042, subdivision 2, is amended to 
read: 

Subd. 2. INITIAL NET WORTH REQUIREMENT. Ga) 
Beginning organizations shall maintain net worth of at least 8-1/3 percent of the sum 
of all expenses expected to be incurred in the 12 months following the date the 
certificate of authority is granted, or $1,500,000, whichever is greater. 

(b)A£terthe£h$t£u§ealwdaryeare£eperatmm~erganiza&emshaHmaimainna 
werthe£atleast84%3pereentandatmest2§pereentefthesame£aHexpenses 
memredduringthemestreeentealendaryeafibutinneeaseshaflnetweithfiafl 
$4—,009;990: . 

ewmdbyapelifiealwbdixdsienefithissmtmwhiehhasahighewthmwemge 
percentage e£ enmllees wheamenrelledinmecliealassistaneeergeaeralassistanee 
mediealeare;mayexeeedthemmdmumnetwerthlimitsprevidediaparagraphs 
and€b);withthe advaaee approval efthe — 

Sec. 7. Minnesota Statutes 2002, section 62N.25, subdivision 6, is amended to 
read: -

, 

Subd. 6. SOLVENCY. A community integrated service network is exempt from 
the deposit, reseive, and solvency requirements specified in sections 62D.041, 
62D.042, 62197043; and 62D.044 and shall comply instead with sections 62N.27 to 
62N.32. To the extent that there are analogous definitions or procedures in chapter 62D 
or in rules promulgated thereunder, the commissioner shall follow those existing 
provisions rather than adopting a contrary approach or interpretation.

' 

Sec. 8. Minnesota Statutes 2002, section 62N.27, subdivision 1, is amended to 
read: 

Subdivision 1. APPLICABILITY. For purposes of sections 62N.27 to 62N.3-2, 
the terms defined in this section have the meanings given. Other terms used in those‘ 
sections have the meanings given in sections 62D.O41, 62D.042, 6219:0437 and 
62D.044. 

Sec. 9. Minnesota Statutes 2002, section 62N.29, is amended to read: 
62N.29 GUARANTEEING ORGANIZATION. 
Subdivision 1. USE OF GUARANTEEING ORGANIZATION. (a) A’ Vcommu-l 

nity network maynsatisfy its net worth and deposit requirements, in whfi or in part, 
through the use of one or more -guaranteeing organizations, with the approval of the 
commissioner, under the conditions permitted in ehapter 6%]; section. If the 
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I 

guaranteeing organization used‘.-only to satisfy th_e deposit requirement, th_e 

requirements g this section Q n_ot apply t_o fie guaranteeing organization. V .. 

E purposes SE‘ section, a .“guaranteeing organization”, means an 
organization E has agreed t_o assume E responsibility E Q obligation 9f the 
community network’s n_et worth requirement. - 

» (_‘<-‘:2.Governmental entities, such as counties, may serve as guaranteeing organi- 
zations subject to the requirements of ehapter 6219 section. 

Subdi. 2..RESPONSIBILITIES OF GUARANTEEING ORGANIZATION. 
Upon an order of rehabilitation or liquidation, a guaranteeing organization shall 
transferfunds to-‘fire comrnissioner—in the amount_necess,a1y tousatisfy the net w<,Tr 
requirement. 

_ — _ —. _ 
’ 

-_— ‘g
V 

Subd. 3. REQUIREMENTS FOR GUARANTEEING ORGANIZATION. (a) 
A community network’s* E worth requirement may be guaranteed provided -that th_e 
g—uaranteeing' or-ganizationzi - 

: _ —‘— 
(l) transfers into a restlicted asset account cash Q securities permitted by section 

61A‘.§_8_, subdivisioTs -2 and 6, in an amount_‘n_e-cessary to satisfy" the net worth 
requirement. Restricted_ agt ac(5unt_s shall be considered—admitted Eegfor the 
purpose of determining-whether a guarariteeingbrganization is maintairiifgsufiiat 
net w‘o1ith_;Permitted securities shall not be transferred to the—restn'c_ted asset account 
i—_ri_excess of the limitTppEdmh;:oTnmunity networl<,_unless; approved by {the 
corn_rnissioEar—i_‘—n advance; 

4 

— — _’_ - 
Q designates th_e restricted asset account specifically fig E purpose g funding 

the community netwo_rl<’s E worth requirement; 
- ‘ maintains positive working capitalsubsequent t_o establishing-_tlE restricted 

asset account, applicable; ~ ~ 4 

(4) maintains net worth, retained earnings, or surplus’ in an amount in excess of 
the anount of the re—stricted asset account, if‘ applicable, and filows the guaranteeirfi 
Jganization? 

— i j d be" '— 

(i) ‘to remain a solvent Business organization, which shall’ be evaluated on the basis 
of thgguuaranteeinflg organization’s continued ability to $35 maturingfial-iga-ti_on§ 
witmut selling substantially all operating assets @ payingdebts when dig Ed 

gi_i2 to be compliance with arg state gr federal statutory n_et worth, surplusfgi 
reserve requirements applicable t_o grit organization g lesser requirements agreed t_o by 
tl1_e commissioner; and 

' " 

Q2 fulfills requirements of clauses §_l_) to Q April‘ each‘ year. 

Q '_I’l1_e commissioner E require th_e guaranteeing organization t_o complete th_e 
requirements g paragraph Q more frequently E, amount necessary to satisfy 93 
net worth requirement increases during th_e year. _ 

‘ 

i 

V _ 

' 

p 
I H 

l 

, ‘Subd. EXCEPTIONS TO REQUIREMENTS. When a guaranteeing organi‘-' 
zation a governmental entity,-subdivision rgtapplicable». Etcommissionerrfiy 
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consider factors which provide evidence mat Ere governmental entity a financially 
reliable guaranteeing organization. Similarly, when a guaranteeing organization a 
Minnesota—licensed health maintenance organization, health service plan corporation, 
or insurer, subdivision § paragraphs ad (_?.)i are n_ot applicable. 

Subd. AMOUNTS NEEDED TO, MEET NET WORTH REQUIRE- 
MZENTS. "E amount necessary fig a guaranteeing organization to satisfy t_h;e_ 

community network’s net worth requirement th_e lesser o_f:
' 

g_1_) an amount needed t3 bring th_e community network’s E worth t_o_ £19 amount 
required by section 62N.28; or

' 

Subd. CONSOLIDATED CALCULATIONS FOR GUARANTEED COM- 
MUNTNETWORKS. 01) E a guaranteeing organization guarantees one or 1_n_o_r_e 
community networks, th_e guaranteeing organization E calculate th_e amount neces- 
sary to satisfy @ community networks’ ng worth requirements on a consolidated 
basis. 

(b) Liabilities of the community network to the guaranteeing organization must be 
subordinated thesalne manner § preferred ownership claims under section 60B.4T, 
subdivision

— 
Subd. 7. AGREEMENT BETWEEN GUARANTEEING ORGANIZATION 

AND~C-(TMTVIUNITY NETWORK. A written agreement between the guaranteeing 
organization and the community network must include the commissioig as a party and 
include the fafnmg provisions: 

-_ _- __ 1 
Q any E ah o_f tl1_e funds needed to satisfy '_t_lie_ community network’s n_et worth 

requirement shall lg transferred, unconditionally E upon demand, according to 
subdivision Q 

(2) the arrangement shall not terminate for any reason without the commissioner 
beingnofied Q‘ the least nine rT(>IEli—s in advance. Thea—rrangement may 
terminate earlier E1613 worth 1‘eqhii‘einei1_ts—vvill be satisfied under—other arrangeme—n_t—s_, 
as approved by tin;-c_ommissioner; 

-6-_ 
(3) the guaranteeing organization shall pay or reimburse the commissioner for all 

costs”-a-nd-expenses, including reasonable fifiirney fees and—costs, incurred bvthe 
commigoner in connection with the protection, c1e?n_s-e_,~ or”_7e_n~forcement 3? E13 
,gTaiErTt«T‘ 

_ __ m _ — _ 
(4) the guaranteeing organization shall waive all defenses and claims it may have 

or thaommunity network may haye—p‘e_1-‘taining t? the guararE§ 
limited to, waiver, release, statute J Frauds, lack of authority,_L1—su1§: 
illegality;— 

— ~ 2 _ j 
(5) the guaranteeing organization waives present demand for payment, notice of 

dishoflr-1or_o—r~nonpayment and protest, and the commissioner shallfit be required to first 
resort g>r$ayment t_o otheirsources oiotlrr means beforeeiE>Eig_tlr1_e guararie? 
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(_6_)_ E guarantee may n_o_t be waived, modified, amended, terminated, released, or 
otherwise changed except as provided by E guarantee agreement, @ § provided b_y 
applicable statutes;

' 

Q fie guaranteeing organization waives rights under E Federal Bankruptcy 
Code, United States Code, §t_l_e _l_l_, section 303, t_o initiate involuntary proceedings 
against E community network E agrees t_o submit t_o th_e jurisdiction of t_l_ie 

commissioner an_d Minnesota state courts 21n_y rehabilitation E liquidation o_f tli_e 
community network; 

Q E guarantee shall E governed by and construed El enforced according t_o 
E13 laws o_f me state o_f Minnesota; gd Q E guarantee must if approved by _t_lE commissioner. 

Subd. SUBMISSION OF GUARANTEEING ORGANIZATION’S FINAN- 
CIAL STATEMENTS. The community network shall submit to the commissionerE 
guaranteeing organization.’s audited financial statements annually by April 1 g at a 
different da_te agreed to b_y th_e commissioner. E community network shall ali 
provide other relevant financial information regarding a guaranteeing organization as 
rnfl IE requested lg tl1_e commissioner.

‘ 

Subd. PERFORMANCE AS GUARANTEEIN G ORGANIZATION VOL- 
UNTARY. N2 provider Eli IE compelled to serve E a guaranteeing organization. 

Subd. GUARANTOR STATUS IN REHABILITATION OR LIQUIDA- 
TION. gr‘ ah o_f fie funds excess o_f t_h_e amounts needed to satisfy the 
community network’s obligations § o_f 0 me gt_e o_f E order g liquidation g 
rehabilitation shall lg returned t_o E guaranteeing organization Eesame manner§ 
preferred ownership claims under section 60B.44, subdivision 

Sec. 10. REVISOR INSTRUCTION. E revisor o_f’ statutes £111 change th_e heading pf Minnesota Statutes, section 
62D.042_, t_o Ed “INITIAL E WORTH REQUIREMEN .” 

Sec. 11. REPEALER.
' 

(32 Minnesota Statutes 2002, sections 62C.09, subdivisions § fl 62D.042, 
subdivisions E _6_, fl Ed 62D.043, are repealed. 

Q2 Minnesota Rules, E 4685.0600, repealed. 

ARTICLE 4 

SECURITIES REGULATION TECHNICAL CHANGES 

Section 1. Minnesota Statutes 2002, section 45.027, subdivision 7a, is amended to 
read: - 

Subd. 7a. AUTHORIZED DISCLOSURES OF INFORMATION AND 
DATA. (a) The commissioner may release and disclose any active or inactive 
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investigative information and data on licensees to any national securities exchange or 
national securities association registered under the Securities Exchange Act of 1934 
when necessary for the requesting agency in initiating, furthering, or completing an 
investigation. 

(b) The commissioner may release any active or inactive investigative data 
relating to the conduct of the business of insurance to the Office of the Comptroller of 
the Currency or the Office of Thrift Supervision in order to facilitate the initiation, 
furtherance, or completion of the investigation. 

Sec. 2. Minnesota Statutes 2002, section 60A.O3, subdivision 9, is amended to 
read: 

Subd. 9. CONFIDENTIALITY OF INFORMATION. The commissioner may 
not be required to divulge any information obtained in the course of the supervision of 
insurance companies, or the examination of insurance companies, including examina- 
tion related correspondence and workpapers, until the examination report is finally 
accepted and issued by the commissioner, and then only in the form of the final public 
report of examinations. Nothing contained in this subdivision prevents or shall be 
construed as prohibiting the commissioner from disclosing the content of this 

information to the insurance department of another state or, the National Association 
of Insurance Commissioners, or any national securities association registered under the 
Securities Exchange Act g l§§5l,_if the recipient of the information agrees in writifg 
to hold it as nonpublicTata as defined in section 13.02, in a manner consistent with this 
subdivision. This subdivision does not apply to the extent the commissioner is required 
or permitted by law, or ordered by a court of law to testify or produce evidence in a 
civil or criminal proceeding. For purposes of this subdivision, a subpoena is not an 
order of a court of law. 

Sec. 3. Minnesota Statutes 2002, section 60A.O31, subdivision 4, is amended to 
read: 

Subd. 4. EXAMINATION REPORT; FOREIGN AND DOMESTIC COM- 
PANIES. (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 investigation and 
examination or ascertained from the testimony of officers, agents, or other persons 
examined under oath concerning the business, affairs, assets, obligations, ability to 
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 proceedings 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 
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oath. Upon receipt of the. verified report, the department shall transmit the report to the 
‘company examined, -together with a notice which provides the company examined with 
a reasonable opportunity of not more than 30 days to make a written submission or 
rebuttal with respect to matters contained in the examination report. 

(c)‘ Within 30 days of the end of the period allowed for the receipt of written 
submissions or rebuttals, the commissioner‘ shall fully consider and review the report, 
together with the written submissions or rebuttals and the 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 examiners to reopen the 
examination for purposes of obtaining additional data, documentation, or information, 
and refiling the report as required under paragraph (b); or ' 

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

(d)(1) All orders entered under paragraph (C), clause (1), must be accompanied by 
findings and conclusions resulting "from the connnissioner’s consideration and review 
of the examination report, relevant examinerworkpapers, and any written submissions 
or rebuttals. The order is a final administrative decision and may be appealed as 
provided under chapter 14. The order must 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 oath that they have received a copy of the adopted report and 
related orders. 

‘ 

"V 

(2) A hearing conducted under paragraph (c), clause (3), by the commissioner or 
authorized representative, must be conducted as a nonadversarial confidential inves- 
tigatory proceeding as necessary for the resolution of 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 as required under paragraph (c), clause (1). 

(3) The commissioner shall not appoint an examiner as an authorized represen- 
tative to conduct the hearing. The hearing must proceed expeditiously. Discovery by 
the company is limited to the exarniner’s workpapers which tend to substantiate 
assertions in a written submission or rebuttal. The commissioner or the comrnissioner’s 
representative may issue subpoenas for the attendance of witnesses or the production 
of documents considered relevant to the investigation whether under the control of the 
department,-the company, or other persons. The documents producedmust be included 
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in the record. Testimony taken by the commissioner or the commissioner's represen- 
tative must be under oath and preserved for the record. 

V This section does not require the department to disclose information or records 
which would indicate or show the existence or content of an investigation or activity 
of acriminal justice agency. ’ 

~

‘ 

'(4) The hearing must proceed with the commissioner or the commissioner’s 
representative posing questions to the persons subpoenaed. Thereafter, the company 
and the department may present testimony relevant to the investigation. Cross- 
examination may be conducted only by the commissioner or the commissioner’s 
representative. The company and the department shall be permitted to make closing 
statements and may be represented by counsel of their choice. - 

, (e)(1) Upon the adoption of the examination report under paragraph (c), clause 
(1), the commissioner shall continue to hold the contentof the examination report as 
private and confidential information for a period of 30 days except as otherwise 
provided in paragraph'(b). Thereafter, the commissioner may open the report for public 
inspection if a court of competent jurisdiction has not stayediits publication. 

(2) Nothing‘ contained in this subdivision ‘prevents or shall be construed as 
prohibiting the commissioner fromidisclosing the content ‘of an examination report, 
preliminary examination report or results, or any matter relating to the reports, to the 
Commerce Department or the insurance department of another state or country; or to 
law enforcement officials of this or another state oragency of the federal governxnent 
at any time, if the agency or office receiving the report or matters relating to the report 
agrees in writing to hold it confidential and in a manner consistent with this 

subdivision. a ‘ 

(3) If the commissioner determines that regulatory action is appropriate as a result 
of an examination, the commissioner may initiate ‘proceedings or actions‘ as provided 
by law. 

' 
‘ ‘ 

(i) All working papers, recorded information, documents and copies thereof 
produced obtained by, or! disclosed to the commissioner or any other person in the 
course of an examination made under this subdivision must be given confidential 
treatment and are not subject to subpoena andvniay not be made public by the 
commissioner or any other person, except to the extent provided in paragraph (c). 
Access may also be granted to the National Associartionof Insurance Comniissioners 
and El national securities association registered under the Securities Exchange Act of 
F44. The parties must agree in writing prior to receivfig the information to prTvide 
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. 

Sec. 4. EFFECTIVE DATE. 
Sections 1 to § go effective die day following final enactnient. 
Presented to the governor May 18, 2004 
Signed by the governor May 29, 2004, 1:00 pm. 
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